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By Steven C. Hill, Salam Abdus, Julie L. Hudson, and Thomas M. Selden

Adults In The Income Range

For The Affordable Care Act’s
Medicaid Expansion Are Healthier
Than Pre-ACA Enrollees

ABSTRACT The Affordable Care Act (ACA) has dramatically increased the
number of low-income nonelderly adults eligible for Medicaid. Starting
in 2014, states can elect to cover individuals and families with modified
adjusted gross incomes below a threshold of 133 percent of federal

poverty guidelines, with a 5 percent

income disregard. We used

simulation methods and data from the Medical Expenditure Panel Survey
to compare nondisabled adults enrolled in Medicaid prior to the ACA
with two other groups: adults who were eligible for Medicaid but not
enrolled in it, and adults who were in the income range for the ACA’s

Medicaid expansion and thus newly

eligible for coverage. Although

differences in health across the groups were not large, both the newly
eligible and those eligible before the ACA but not enrolled were healthier
on several measures than pre-ACA enrollees. Twenty-five states have opted
not to use the ACA to expand Medicaid eligibility. If these states reverse
their decisions, their Medicaid programs might not enroll a population
that is sicker than their pre-ACA enrollees. By expanding Medicaid
eligibility, states could provide coverage to millions of healthier adults as
well as to millions who have chronic conditions and who need care.

he Affordable Care Act (ACA) seeks

to dramatically increase the num-

ber of low-income nonelderly

adults who are eligible for Medic-

aid. Eligibility for this federal-state

program has traditionally been restricted to low-

income pregnant women; poor children; elderly

people; people with disabilities; and, to varying

degrees, the parents of poor children. Little cov-

erage has been available to childless adults. In

2009 only six states provided full Medicaid ben-

efits to some childless adults, and twelve states

provided more-limited Medicaid benefits.! How-

ever, many of these programs were closed to new

applicants. In 2009 an additional nineteen states

extended coverage to some people ages nineteen
and twenty.’

Beginning in 2014, states can elect to offer

P
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Medicaid coverage to adults whose incomes do
not exceed an effective threshold of 138 percent
of the federal poverty level (133 percent of pov-
erty with a 5 percent income disregard). Adults
whose incomes are at or below 138 percent of
poverty and who were not eligible for full Med-
icaid benefits under their state’s eligibility rules
in December 2009 are termed newly eligible.’
Even if a state decides not to expand coverage
under the ACA, it may still experience increased
enrollment. This is because Medicaid, like all
public programs, has populations that are eligi-
ble but not enrolled. The outreach efforts related
to the ACA and the rollout of private insurance
through state and federal exchanges, also known
as Marketplaces, may prompt adults who had
been eligible before the ACA to enroll now.*
The newly eligible and adults who were eligible
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before the passage of the ACA but not enrolled
have different fiscal implications for states.
States and the federal government share the
costs of the Medicaid program. States pay for
none of the care for the newly eligible from
2014 through 2016, with states’ shares gradually
rising to 10 percent between 2017 and 2020. For
the pre-ACA eligible, including those not yet en-
rolled, each state generally must pay its usual
share of expenditures for care—which ranged
from 26 percent to 50 percent across the states
in fiscal year 2013—with the federal government
paying the remainder. The exception is the seven
or so states that expanded eligibility for both
parents and childless adults with incomes up
to or exceeding 100 percent of poverty prior to
March 2010: These states receive a higher match
rate from the federal government for some
adults, but the federal government has not yet
determined which of those states will qualify.

States, the federal government, and providers
can use information about the characteristics of
adults who are newly eligible for Medicaid and of
those eligible before the ACA but not enrolled to
help implement the ACA. Pre-ACA insurance sta-
tus among these two groups of adults is a key
characteristic, because it will likely influence
their decisions about enrolling in Medicaid.

Knowing details about the demographic char-
acteristics of the target population could help
states, plans, providers, and advocates for eligi-
ble populations conduct outreach. Knowing the
health status of newly eligible adults could help
states understand what services those adults are
likely to need and the potential costs of the ser-
vices for the federal and state governments.>* We
compared the target population with pre-ACA
enrollees—a population more familiar to state
policy makers.

In addition, comparing pre-ACA enrollees and
adults eligible before the ACA but not enrolled
can shed light on the extent to which less healthy
members of an eligible population enroll. States
could be concerned about how enrollment pat-
terns by health status affect their share of the
costs of covering the ACA expansion population
after 2016, when the percentage of costs they
must pay will gradually rise from zero, reaching
10 percent in 2020.

Study Data And Methods

We used simulation methods and data from the
Medical Expenditure Panel Survey (MEPS) to
compare nonelderly adults enrolled in Medicaid,
those eligible before the ACA but not enrolled,
and those likely to be newly eligible. Simulation
methods have been used in previous studies to
inform state policy options under the ACA.*™

APRIL 2014 33:4

STUDY ADVANTAGES Our study has four advan-
tages. First, it used a large number of health
status measures. Second, we built on previous
studies®® by better identifying newly eligible
adults, especially by distinguishing between
the newly Medicaid-eligible and those eligible
before the ACA but not enrolled.

Third, we excluded adults enrolled in Medicaid
because of disability. The adults in this group
differ from other adults in numerous ways. For
example, compared to other adults in Medicaid,
their health status is poorer, and their per capita
Medicaid expenditures are five times higher, on
average.'? As we show below, both adults eligible
before ACA but not enrolled and adults who are
newly eligible have health profiles that are simi-
lar to—indeed, even better than—those of non-
disabled pre-ACA Medicaid enrollees. Thus, in-
cluding the adults enrolled because of disability
would lead to incorrect conclusions about the
extent to which sicker adults enroll in Medicaid.

Fourth, our results are for both the United
States as a whole—assuming that all states were
to expand Medicaid eligibility—and for states
that are expanding Medicaid eligibility to adults
targeted by the ACA and states that are not.

MEDICAL EXPENDITURE PANEL SURVEY MEPS
is a nationally representative household survey
of the civilian noninstitutionalized population.”
Each year a new panel of households is sampled
and interviewed five times in a two-and-a-half-
year period to obtain annual data for two conse-
cutive years. To obtain larger samples, we pooled
data from six years, 2005-10.We report “point in
time” insurance and eligibility at the first inter-
view in each calendar year.

MEPS collects detailed information that facil-
itates simulating Medicaid eligibility, such as
amounts and types of income and assets, family
relationships, and pregnancy status. MEPS also
collects data on health, demographic character-
istics, and attitudes.

We measured general health with the widely
used twelve-item Short-Form Health Survey (SF-
12) in MEPS." Physical and mental health sum-
mary components of the SF-12 were created from
twelve questions on topics including general
health, pain, energy level, affect, and limitations
in physical and major activities. Higher scores
indicate better health.

To assess mental health, we used two validated
measures that are based on reported symptoms.
Serious psychological distress was assessed us-
ing a six-question scale.”” We used two screening
questions to measure the prevalence of depres-
sive symptoms.*®

MEPS asks whether a doctor ever told the sam-
ple member that she or he had certain chronic
conditions, such as diabetes. MEPS calculates
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Knowing the health
status of newly
eligible adults could
help states
understand what
services those adults
are likely to need.

obesity from reported height and weight. For
details about the chronic conditions, see the on-
line Appendix."”

THE puBsiM MoDEL The PUBSIM model uses
detailed, state-specific Medicaid eligibility rules
and MEPS to simulate adult eligibility for Med-
icaid. PUBSIM simulates the numerous path-
ways to pre-ACA Medicaid eligibility, which vary
across states and years. Eligibility under the ACA
was simulated using final federal regulations for
Medicaid eligibility based on modified adjusted
gross income (MAGI), assuming that all states
elected to expand coverage.”® Further details
about PUBSIM are available in the online Tech-
nical Appendix.”

GRouPs OF ApuLTs We divided nonelderly
adults ages 19-64 who were not Medicare bene-
ficiaries into three groups. The first group con-
sisted of pre-ACA enrollees in Medicaid. As ex-
plained above, we excluded those who were
eligible because of disability. We also excluded
those who had only limited benefits, which were
typically offered through state-specific waiver
programs and eligibility because of pregnancy.

We classified adults as pre-ACA eligible but not
enrolled—our second group—if they were eligi-
ble for full Medicaid benefits and their MAGIs
did not exceed 138 percent of poverty. This cate-
gory also included adults with higher incomes
(above 138 percent of poverty but not exceeding
the pre-ACA eligibility threshold) in the two
states that will continue to offer eligibility for
full benefits to higher-income adults.

The third group consisted of adults who were
newly eligible for Medicaid under the ACA, in-
cluding those previously eligible for limited ben-
efits. Under the ACA, newly eligible adults are de-
fined as those whose MAGIs do not exceed
138 percent of poverty and who were not eligible
for full Medicaid benefits under their states’
rules as of December 2009. We included with

A
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the newly eligible adults people who would be
newly eligible if their states expanded Medicaid.

GROUPS OF STATES We compared adults in two
groups of states. The first group consisted of the
states that were expanding Medicaid to cover
adults with MAGIs of up to 138 percent of poverty
in early 2014—as of this writing, twenty-five
states and the District of Columbia. The second
group consisted of the twenty-five states that
were not expanding Medicaid in early 2014 but
that might do so in the future.”

sTATIsTIcs All of our estimates used sampling
weights to generate nationally representative,
average annual estimates for the period 2005-
10. All statistical tests and confidence intervals
accounted for the complex design of MEPS, but
not for additional variation associated with sim-
ulation.

LIMITATIONS The main limitations for our
study are as follows. First, PUBSIM generates
estimates for eligibility at a point in time, but
income—and thus Medicaid eligibility—can
change throughout the year.?® Second, we stud-
ied simulated eligibility because true eligibility
for Medicaid was not directly measured. Third,
our eligibility estimates could be sensitive to
macroeconomic conditions and demographic
trends that were not projected and to ACA rules
and state decisions that had not been finalized.

Two additional limitations were addressed in
sensitivity analyses and are described in detail in
the online Appendix.” First, we did not simulate
enrollment decisions by individuals and fami-
lies. Instead, we focused on uninsured people
who were eligible for Medicaid and those who
had insurance through the nongroup market
and state and local programs.We did this because
those adults may be more likely to enroll in Med-
icaid than adults with employment-related insur-
ance. However, our main results were robust
when we included newly eligible adults with em-
ployment-related insurance. Even among eligi-
ble adults without employment-related insur-
ance, differential participation by health status
could affect the results, particularly if adults who
are less healthy are more likely to enroll.®

Second, the total prevalence of chronic condi-
tions is likely to be higher than reported in
MEPS, because some conditions were not diag-
nosed. Evidence from another study® suggests
that the prevalence of undiagnosed conditions
does not differ by insurance status.” Further-
more, obesity, an important chronic condition,
was calculated from reported height and weight.
Weight could have been underreported, but it is
unlikely that such underreporting was correlat-
ed with insurance status. The prevalence of obe-
sity followed the same pattern as diagnosed con-
ditions across the three eligibility groups.

PRIL 2014 33:4
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EXHIBIT 1

Study Results

We used data from the period 2005-10. Our
point-in-time estimates indicate that on average,
4.4 million adults (95% confidence interval: 4.0,
4.7) were eligible but not enrolled, compared
with 6.8 million (95% CI: 6.3, 7.3) enrolled in
Medicaid through a nondisability pathway. An-
other 23.3 million adults (95% CI: 22.3, 24.3)
were newly eligible. These estimates do not re-
flectchanges in the economy, demographic char-
acteristics, or the health sector between the
study period and 2014.

INSURANCE STATUsS Among newly eligible
adults, 60.9 percent were uninsured before the
ACA; 30.5 percent had employment-related in-
surance; 2.8 percent had Medicaid with limited
benefits; and 5.8 percent had other coverage,
either private insurance not through an employ-
er (individual or nongroup insurance) or anoth-
er government program (Exhibit 1). Among the
pre-ACA eligible but not enrolled, 71.0 percent
were uninsured, 24.0 percent had employment-
related insurance, and 5.0 percent had other
coverage.

ADULTS WITHOUT EMPLOYMENT-RELATED IN-
suRANCE The rest of our analysis focused on
uninsured eligibles and those with insurance
through the nongroup market and state and lo-
cal programs, because these adults may be more
likely to enroll in Medicaid than those with em-

Insurance Coverage Of Nonelderly Adults Not Enrolled In Medicaid Before Implementation
Of The Affordable Care Act (ACA), By Medicaid Eligibility

Percent

100

80 |

60 |

40 _|

20|

Pre-ACA eligible,
not enrolled

® Employment-related insurance
Other insurance

® Medicaid (limited benefits)

® Uninsured

2.8%

Newly eligible

source Authors’ average annual estimates from the Medical Expenditure Panel Survey (MEPS),
2005-10. NoTEs Ages 19-64. Adults with Medicare are excluded. Insurance coverage and Medicaid
eligibility are as of the first MEPS interview of the calendar year. “Newly eligible” are adults in the
income range targeted for the eligibility expansion, whether or not their state expands eligibility for
Medicaid. "Employment-related insurance” includes TRICARE, the Department of Defense's health
care program. “Other insurance” is private insurance not through an employer (individual or nongroup
insurance) or government program other than Medicaid.
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ployment-related insurance. The average point-
in-time populations in 2005-10 without employ-
ment-related insurance were 3.3 million pre-ACA
eligible but not enrolled (95% CI: 3.0, 3.6) and
16.2 million newly eligible (95% CI: 15.4, 17.0).

DEMOGRAPHIcs Exhibit 2 compares the demo-
graphic characteristics of the newly eligible and
pre-ACA eligible but not enrolled with those of
the pre-ACA enrollees. The categories of pre-ACA
enrollees and those eligible before ACA but not
enrolled had small differences in their regional
distributions. In comparison, the newly eligible
were more concentrated in the South. Pre-ACA
enrollees and those eligible but not enrolled
were also similar in their age distribution, while
the newly eligible had a greater proportion of
adults ages 45 and older.

Both groups not enrolled before the ACA were
more likely than pre-ACA enrollees to be male
and to be single males (Exhibit 2). Among the
newly eligible, 28.9 percent had minor children,
in contrast with about three-quarters of pre-ACA
enrollees and those eligible but not enrolled. The
newly eligible were more likely than pre-ACA
enrollees to be non-Hispanic whites (54.2 per-
cent); nonetheless, Hispanics and non-Hispanic
blacks accounted for 21.3 percent and 17.4 per-
cent of the newly eligible, respectively. The pre-
ACA eligible but not enrolled were less likely than
pre-ACA enrollees to be non-Hispanic blacks and
more likely to be Hispanic. The newly eligible
were also slightly more likely than pre-ACA en-
rollees to be comfortable speaking English
(93.1percent versus 90.8 percent); those eligible
before the ACA but not enrolled were similar to
pre-ACA enrollees in terms of their comfort
speaking English. The newly eligible tended to
have more education than pre-ACA enrollees did.

ATTITUDES Exhibit 2 also presents informa-
tion on attitudes about health insurance, risks,
and care seeking—factors that may affect a per-
son’s decision about enrolling in Medicaid. Com-
pared with pre-ACA enrollees, newly eligible and
pre-ACA eligible but nonenrolled adults were
more likely to believe that they did not need
health insurance, were “more likely to take risks
than the average person,” and could “overcome
illness without the help of a medically trained
person.”

These attitudes were held by only a minority of
adults likely to be eligible for Medicaid. Howev-
er, people with such attitudes may be less likely
than others to enroll.

HEALTH sTATUs On average, adults who were
newly eligible for Medicaid or pre-ACA eligible
but not enrolled had equal or better physical and
mental health and fewer depressive symptoms
than pre-ACA enrollees (Exhibit 3). For example,
compared with pre-ACA Medicaid enrollees, peo-

Downloaded from content.healthaffairs.org by Health Affairs on April 16, 2014

by KATHERINE MARCELLUS



EXHIBIT 2

Demographic Characteristics And Attitudes About Health Of Nonelderly Adults, By Medicaid Enrollment And Eligibility

Characteristic
Number of observations
GEOGRAPHICAL LOCATION
Region
Northeast
Midwest
South
West
Metropolitan Statistical Area
AGE, YEARS
19-29
30-44
45-54
55-64
SEX
Men
Women
MARITAL STATUS AND SEX
Married men
Married women
Single men
Single women
PARENT OR CARETAKER OF MINOR CHILDREN
Yes
No
RACE OR ETHNICITY
Non-Hispanic white
Non-Hispanic black
Non-Hispanic other
Hispanic
ENGLISH PROFICIENCY
Comfortable speaking English
EDUCATION
Did not complete high school or GED
High school or GED
Some college
College degree
AGREED WITH THE FOLLOWING STATEMENTS
| am healthy enough that | do not need health insurance
| 'am more likely to take risks than the average person

| can overcome illness without the help of a medically trained person

Pre-ACA Pre-ACA eligible, Newly
enrollees  not enrolled eligible
6,005 3352 12,559
28.3% 323% 10,0967
222 19.3* 197+
199 23.0* 46,7
297 25.4% 236
84.9 85.8 81.3
428 421 425
378 39.1 261
12.7 125 17,85
6.7 6.3 135w
289 50.5%
71.1 49 G
14.6 14.9 13,75
19.2 13,75
143 3755
519 35,7
76.5 72.3% 28.gr*
235 27.7% 77 e
41.7 444 54,
253 19.0* 17 4
79 7.2 7.2
25.1 29.4* 21 3%
908 893 931w
31.7 308 24 G
413 39.0 405
209 225 24, 7%
61 7.7 104
94 145 16,1+
221 26.84* 2Q 7
20.1 2757 26,8

source Authors' average annual estimates from the Medical Expenditure Panel Survey (MEPS), 2005-10. NoTEs Adults with Medicare,
Medicaid because of disability, and employment-related insurance are excluded. Medicaid enrollment and eligibility are as of the first
MEPS interview of the calendar year. “Newly eligible” are adults in the income range targeted for the eligibility expansion, whether or
not their state expands eligibility for Medicaid. Some percentages may not sum to 100 because of rounding. Significance is compared

with pre-Affordable Care Act (ACA) Medicaid enrollees. GED
*p < 0.10 *p < 0.05 **p < 0.01

ple who were pre-ACA eligible but not enrolled
had higher mean scores (indicating that they
were healthier) on the SF-12 physical and mental
health summary components and were less likely
to report symptoms of serious psychological
distress.

Chronic conditions tended to be less prevalent
among adults who were newly eligible and pre-

A
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is completed general education development or equivalent test.

ACA eligible but not enrolled than among pre-
ACA enrollees (Exhibit 3). For example, 35.3 per-
cent of pre-ACA enrollees were obese, compared
with 28.4 percent of the newly eligible and
28.8 percent of the pre-ACA eligible but nonen-
rolled. And 62.1 percent of pre-ACA enrollees
had at least one of the chronic conditions we
measured, compared to 57.1 percent of the newly
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by KATHERINE MARCELLUS

HEALTH AFFAIRS

5



WEB FIRST

EXHIBIT 3

Health Status Of Nonelderly Adults, By Medicaid Enrollment And Eligibility

Health status

GENERAL HEALTH, MEAN SUMMARY COMPONENTS OF THE SHORT FORM 12°

Physical
Mental

PERCENT WITH MENTAL HEALTH SYMPTOMS

Depressive symptoms®

Serious psychological distress*

PERCENT WITH CHRONIC CONDITIONS

Active asthma
Arthritis

Diabetes
Emphysema

Heart disease

High blood pressure
High cholesterol
Obesity

Stroke

1 or more conditions

Pre-ACA Pre-ACA eligible, Newly
enrollees not enrolled eligible
494 50.87 498
480 49.2% 48.5*
16.5% 12.6%* 14.4%**
9.7 7.3 93
78 5.3 5.6
27.7 2345 30.1%
77 5.1 5.9
1.6 1.6
88 79
17.2 16.1
16.8 16.4
353 28.4=
1.5 1.9
62.1 57.1%%

source Authors’ average annual estimates from the Medical Expenditure Panel Survey (MEPS),
2005-10. NoTes For number of observations, see Exhibit 2. Ages 19-64. Adults with Medicare,

Medicaid because of disability,

and employment-related insurance are excluded. Medicaid

enrollment and eligibility are as of the first MEPS interview of the calendar year. “Newly eligible”
are adults in the income range targeted for the eligibility expansion, whether or not their state
expands eligibility for Medicaid. Significance is compared with pre-Affordable Care Act (ACA)
Medicaid enrollees. “Twelve-item short-form health survey (see Note 14 in text). The higher the
values of the summary components, the better the respondent’s health. "Based on the Patient

Health Questionnaire-2 (see Note
*p < 0.10 *p < 0.05 **p < 0.01

HEALTH AFFAIRS

16 in text). ‘Based on the Kessler Index (see Note 15 in text).

eligible and 52.7 percent of the eligible but non-
enrolled.

sTATES Among adults who were newly eligible
and not covered by employment-related insur-
ance, 53.7 percent lived in states that were not
expanding adult Medicaid eligibility. Compari-
sons of the demographics of the newly eligible
population in the two groups of states are pre-
sented in Appendix Table 6."

We observed similar patterns of health status
and conditions across enrollment and eligibility
groups when we focused on the nation as awhole
and when we grouped states by whether or not
they were expanding Medicaid eligibility in early
2014 (Exhibit 4). For example, the health status
of the newly eligible was similar across the two
groups of states. And in both groups of states, the
newly eligible were generally healthier than pre-
ACA Medicaid enrollees. The newly eligible had
lower rates of obesity, active asthma, and diabe-
tes and were less likely to have one or more
chronic conditions. In the states that were ex-
panding Medicaid, however, the newly eligible
were more likely than pre-ACA enrollees to have
arthritis.

Although the newly eligible population had

APRIL 2014 33:4

better health than pre-ACA enrollees, the num-
ber of newly eligible adults will likely change the
volume of the Medicaid caseload with chronic
conditions because of the large increase in the
total number of eligible adults. In states that have
elected to expand Medicaid, if all eligible adults
without employment-related insurance enrolled
in the program, the number of adult Medicaid
enrollees who were not eligible through a dis-
ability pathway would be three times higher than
the number of adults who had Medicaid with full
benefits before the ACA. In these states an addi-
tional 5.4 million (95% CI: 5.0, 5.9) adults with
diagnosed chronic conditions would have full
benefits, bringing the total to 2.8 times the num-
ber before the ACA, 3.0 million (95% CI: 2.7 mil-
lion, 3.3 million).

Eligibility thresholds are low in states that are
not expanding Medicaid in early 2014.” If all
eligible adults without employment-related in-
surance in these states enrolled in the program,
an additional 0.5 million (95% CI: 0.4 million,
0.6 million) adults with diagnosed chronic con-
ditions would have full benefits.

In these states, there were 8.7 million (95% CI:
8.0, 9.4) adults in the income range targeted for
the eligibility expansion and lacking employ-
ment-related insurance. Based on their reported
incomes, we estimated that 34.0 percent were
eligible for subsidies in the Marketplaces, and
66.0 percent were not eligible for Medicaid or for
Marketplace subsidies. There were 5.0 million
(95% CI: 4.6, 5.5) adults with diagnosed chronic
conditions who would not be eligible for Medic-
aid unless those states elected to expand
coverage.

Discussion
Adults who were eligible for Medicaid but not
enrolled before passage of the ACA and those in
the income range for the ACA’s Medicaid expan-
sion (“newly eligible”) had similar or better
health than adults enrolled in Medicaid through
a pathway other than disability before the ACA—
in spite of the fact that the newly eligible were
somewhat older than the currently enrolled.
The pattern of results was similar for physical
and mental health, and whether health was mea-
sured with validated symptom-based scales or
reports of chronic conditions. Even in states that
are not expanding Medicaid in early 2014, adults
in the income range for the ACA’s Medicaid ex-
pansion were healthier than pre-ACA enrollees.
Moreover, in an alternative analysis described
in the Appendix,” we found that the newly eligi-
ble were not less healthy than the pre-ACA eligi-
ble (combining both enrollees and those eligible
but not enrolled). The newly and pre-ACA eligi-

Downloaded from content.healthaffairs.org by Health Affairs on April 16, 2014

by KATHERINE MARCELLUS



EXHIBIT 4

Health Status Of Nonelderly Adults In States That Are Expanding Medicaid Eligibility And States That Are Not, By

Medicaid Enrollment And Eligibility

States expanding eligibility

States not expanding eligibility

Pre-ACA
Pre-ACA eligible, Newly eligible
Pre-ACA eligible, not  Newly Pre-ACA not if states were
Health status enrollees  enrolled eligible enrollees enrolled  expanding
Number of observations 4,392 2457 5,608 1613 895 6,951
GENERAL HEALTH, MEAN SUMMARY COMPONENTS OF THE SHORT FORM 12°
Physical 496 51.3% 500 488 495 49.6*
Mental 48.0 49,77 483 479 479 48.7*
PERCENT WITH MENTAL HEALTH SYMPTOMS
Depressive symptoms® 16.3% 11.49%7 14.6% 16.8% 15.8% 14.3%*
Serious psychological distress 9.6 6.1 95 10.0 10.5 9.2
PERCENT WITH CHRONIC CONDITIONS
Active asthma 79 5.0 58 7.6 5.4+
Arthritis 264 30.27* 309 30.0
Diabetes 72 5.7+ 88 6.1
Emphysema 13 1.4 24 1.8
Heart disease 79 77 11.0 8.0
High blood pressure 16.1 15.1 199 17.0%
High cholesterol 17.0 17.1 16.4 . 158
Obesity 337 2707 396 33.8* 29.7%%
Stroke 13 15 1.9 1.6 22
1 or more conditions 61.2 56.17% 644 59.6 57.9%*

source Authors’ average annual estimates from the Medical Expenditure Panel Survey, 2005-10. NoTEs Ages 19-64. Adults with
Medicare, Medicaid because of disability, and employment-related insurance are excluded. Medicaid enrollment and eligibility are as of
the first MEPS interview of the calendar year. “Newly eligible” are adults in the income range targeted for the eligibility expansion,
whether or not their state expands eligibility for Medicaid. Significance is compared with pre-Affordable Care Act (ACA) Medicaid
enrollees in their group of states. °Twelve-item short-form health survey (see Note 14 in text). The higher the values of the summary
components, the better the respondent’s health. "Based on the Patient Health Questionnaire-2 (see Note 16 in text). ‘Based on the
Kessler Index (see Note 15 in text). “Relative standard error exceeds 0.3. *p < 0.10 **p < 0.05 **p < 0.01

ble were similar in global measures of health and
in the percentage that had at least one chronic
condition.

Two other studies have also found that pre-
ACA enrolled adults were less healthy than adults
who would be eligible under the expansion
(combining the newly eligible and the pre-ACA
eligible but not enrolled). Compared with a study
by Sandra Decker and coauthors that used data
from the National Health and Nutrition Exami-
nation Survey,’” we found smaller differences in
health between the two groups. This was because
we excluded adults who were eligible because of
disability—a population with considerably worse
health than other Medicaid enrollees.”” We also
found smaller health differences than John
Holahan and colleagues reported,® because they
measured the treated prevalence of chronic con-
ditions, whereas we used diagnosed prevalence.
Compared to people with coverage and the same
health status, the uninsured are less likely to be
treated. Thus, the treated prevalence of their
conditions is lower than the diagnosed prev-
alence.

Policy Implications

FOR STATES EXPANDING ELIGIBILITY Our find-
ings could have implications for the likely degree
of adverse selection among newly eligible adults.
Medicaid experiences adverse selection when
enrollment rates are higher among sicker people
than among healthier people.

Using the health status measures available in
MEPS, we found that before the ACA, Medicaid
experienced only modest adverse selection: En-
rollees were less healthy than people who were
eligible but not enrolled, but the differences—
although statistically significant—were not
large. Differences in the prevalence of most con-
ditions and symptoms were in the range of 2-5
percentage points. But 62.1 percent of Medicaid
enrollees had one or more chronic conditions,
compared with 52.7 percent of those eligible but
not enrolled (Exhibit 3).

These findings might appear to be at odds with
findings reported by Stephen Somers and co-
authors.” Using administrative data on the
health care costs of enrollees in state programs
and pre-ACA Medicaid expansions for childless
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adults, they found that childless adult enrollees
had much higher costs than other nondisabled
adult Medicaid enrollees. However, nearly all of
the states studied by Somers and colleagues had
enrollment caps, which the authors note might
have caused disproportionate enrollment by
adults with health problems.

Indeed, we also found more adverse selection
when we examined the subset of childless adults
(Appendix Table 5)."” The magnitude of the dif-
ference was similar to that found in an analysis of
Connecticut’s recent expansion of Medicaid to
childless adults.” Ourresults suggest that expan-
sions of Medicaid to childless adults before the
ACA, which capped enrollment in some states,
could have different enrollment patterns than
the uncapped ACA expansion. We found less ad-
verse selection than Somers and colleagues did.
However, we did find more in our analysis of
programs for childless adults than in our main
analysis.

The potential growth in Medicaid enrollment
has implications for planning to meet the needs
of future enrollees. Of course, not all eligible
adults will enroll, and take-up could be particu-
larly low among the third of people who were
eligible for Medicaid before the ACA but who
were covered through employment-related in-
surance.

Nevertheless, if all adults without employ-
ment-related insurance who become eligible
for Medicaid in 2014 enroll, then the number
of nondisabled adults with chronic conditions
in the program will likely be 2.8 times the pre-
ACA numbers in the states that expand eligibili-
ty. This increase is entirely due to the growth in
the number of enrollees, because the newly eli-
gible are less likely than pre-ACA enrollees to
have chronic conditions. States might wish to
determine whether or not services are available
to meet the needs of these new enrollees.

FOR STATES NOT EXPANDING ELIGIBILITY
States that are not expanding eligibility could
nonetheless experience increased enrollment
from a somewhat healthier pool of adults who
were eligible before the ACA. In 2014 states are
responsible for a portion of Medicaid expendi-
tures for this population.

The number of newly
eligible adults will
likely change the
volume of the
Medicaid caseload
with chronic
conditions.

Thereisamuchlargergroup of adults—8.7 mil-
lion (95% CI: 8.0, 9.4)—who are in the income
range targeted for the eligibility expansion and
who lack employment-related insurance. We es-
timated that 66 percent of this population had
incomes too low to participate in the health in-
surance Marketplaces. More than half of this
population had chronic conditions, and these
adults are likely to have difficulty paying for care
and may instead obtain uncompensated care.
Expanding Medicaid eligibility could help this
population.

Conclusion

Adults in the income range for the ACA’s Medic-
aid expansion had similar or better health than
adults enrolled in Medicaid through a pathway
other than disability before the ACA. As of Janu-
ary 2014, twenty-five states had decided not to
use the ACA to expand Medicaid eligibility for
adults. If these states reverse their decisions,
their Medicaid programs might be unlikely to
enroll a population that is sicker than their
pre-ACA enrollees. By electing to expand Medic-
aid eligibility, states could provide coverage to
millions of healthier adults as well as to millions
who have chronic conditions and who need
care. m

Preliminary results were presented at
the fall research conference of the
Association for Public Policy and
Management, Baltimore, Maryland,
November 9, 2012, and the
AcademyHealth Annual Research
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Meeting, in Baltimore, June 22, 2013.
The views expressed in this article are
those of the authors, and no official
endorsement by the Agency for
Healthcare Research and Quality, the
Department of Health and Human

Services, or Social and Scientific
Systems is intended or should be
inferred. [Published online March 26,
2014
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Changes in Health Insurance

Enrollment Since 2013

Katherine Grace Carman and Christine Eibner

Summary

RAND’s Health Reform Opinion Study {HROS), a survey con-
ducted using the RAND American Life Panel, allows us to esti-
mate how many people have become enrolled in all sources of
health care coverage since the implementation of the Affordable
Care Act [ACA). The analysis presented here examines changes
in heclth insurance enrollment between September 2013 and
March 2014; overall, we estimate that 9.3 million more people
had health care coverage in March 2014, lowering the unin-
sured rate from 20.5 percent to 15.8 percent. This increase in
coverage is driven not only by enrollment in health insurance
marketplace plans, but also by gains in employer-sponsored
insurance and Medicaid. Enrollment in employer-sponsored
insurance plans increased by 8.2 million and Medicaid enroll-
ment increased by 5.9 million, although some individuals did
lose insurance. We also found that 3.9 million people are now
covered through the state and federal mdrketp|dce—the $O-
called insurance exchanges—and less than 1 million people
who previously had individual-market insurance became unin-
sured during the period in question. While the survey cannot
tell if the people in this latter group lost their insurance due to
cancellation or because they simply felt the cost was too high,
the overall number is very smc:||, represenh'ng less than 1 per

cent of people between the ages of 18 and 64.

ver the past few months, there has been intense

focus on the number of sign-ups in the new

health insurance marketplaces established under
the Affordable Care Act (ACA)." But marketplace enroll-
ment is only a small piece of the puzzle: The ACA seeks o
achieve nearly universal health insurance coverage using
all sectors of the health insurance market. First, the law
makes coverage more affordable for people with low and
moderate incomes by providing health insurance subsidies
for individuals lacking affordable employer insurance and
by encouraging states to expand their Medicaid programs.
Second, the law makes coverage more accessible to those in
poor health through insurance-rating reforms that prohibit
insurers from basing premiums on health status and from
denying coverage to older and sicker people. Third, the law
includes an individual mandate that penalizes people if
they do not enroll in coverage {ultimately, mid- and large-
sized businesses will also be penalized if they do not offer
affordable coverage to their workers). The ACA’s individual
mandate creates a new incentive for individuals to enroll in
health insurance coverage, regardless of whether they are
eligible for subsidies on the marketplaces. Medicaid expan-
sion in participating states, along with the “welcome-mat”
effect created by increased awareness of the program, may
similarly encourage enrollment in Medicaid both among
newly eligible people and among previously eligible people
who were not already enrolled.

RAND’s Health Reform Opinion Study (HROS)?
allows us to estimate how many people have become
enrolled in all sources of coverage since January 2014, the
date when many of the ACA's coverage expansion reforms
ook effect. Based on our analyses of responses to HROS,
between September 2013 and March 2014, the number
of adults with health insurance coverage increased by

about 9.3 millicn, the result of a mixture of increases in



employer-sponsored insurance {(ESI), Medicaid enrollment,
and the marketplaces.

‘The HROS is conducted using the RAND American Life
Panel, a nationally representative panel of individuals who
regularly participate in surveys. More than 330 surveys have been
fielded with the panel to date on a wide variety of topics. The
HROS has been fielding monthly surveys with the panel since
Novemnber 2013, contacting the same group of individuals each
month. In addition to asking respondents about their opinions of
the ACA, each month we collect information about enrollment
in health insurance, including ESI, Medicaid, Medicare, insur-
ance purchased on a marketplace, and other insurance purchased
on the individual market. We can identify the health insurance
status of HROS respondents in September 2013 by linking them
to data previously collected through the RAND American Life
Panel, allowing us to estimate the number of individuals transi-
tioning from one source of coverage to another.

This detailed information about insurance coverage com-
bined with the fact that we survey the same individuals each
month provides us with a unique ability to track how insur-
ance coverage has changed since the implementation of the
ACA. We are able to observe changes in uninsurance, enroll-
ment in Medicaid, enrollment through marketplaces, changes
in employer coverage, and other changes in coverage in one
comprehensive data source. This allows us to look at gross and
net changes in insurance coverage. In other words, we can
look at the number of people gaining coverage, the number
of people losing coverage, and the overall net impact. Transi-
tions in health insurance coverage are common in the United
States, and they occur for a variety of reasons, including losing
or gaining employment, family transitions, and aging in and
out of eligibility for certain programs.® Of the transitions we
observe in HROS, we cannot say for certain which are due to
the ACA and which resulted from one of these background fac-

tors, although we can draw some limited conclusions.

Atotal of 2,641 individuals ages 18 to 64 responded to the
survey in March of 2014. Our sample is based on the 2,425 of
these individuals (91.8 percent) who also reported a valid insur-
ance coverage status in September of 2013.% Alchough our data
were collected through March 28, 2014, most responded earlier
in the month, and some may have made new insurance choices
since participating in our survey. However, we will survey
respondents again in April 2014 and update our figures once
this new data is available.

We extrapolated from our sample to estimate the num-
ber of people in the population as a whole in each insurance
category, as discussed in more detail below. We use sample
weights to ensure that our sample is representative of the
population, benchmarking to the Current Population Survey, a
large national survey conducted by the U.S. Census Bureau and
the U.S. Bureau of Labor Statistics” We then use the weighted
percentage of respondents from our survey multiplied by the
total population between the ages of 18 and 64 (198.5 million)
to extrapolate to the national level.® For example, 5 percent of
respondents in our survey would be associated with 9.9 mil-
lion individuals in the population as a whole. When estimat-
ing based on a subset of the population, there is always some
margin of error (sometimes referred to as sampling error). In this
case, we report the margin of error as the 95 percent confidence
interval. This means that, if the survey were repeated multiple
times, and the 95 percent confidence interval was calculated
in each case, the true estimate would be within the 95 percent
confidence interval in about 95 percent of the repeated surveys.

Table 1 highlights what our survey tells us about how
insurance coverage has changed from 2013 w0 2014, Fach cell
of the table reports the estimated number of people who have
transiticned from the category indicated in the heading of that
column to the category indicated in the row of that column.

We see that of the 40.7 million who were uninsured in 2013,

Table 1: Transitions Between Uninsured and Insured from 2013 to 2014

Uninsured in 2014

Uninsured in 2013 26.2 (+/~37)
Insured in 2013 &ﬁ%@éw
Total in 2014 31.4 (-4

Insured in 2014 Total in 2013

14.5 p/-28) 40.7 (/- 4.4)
152.7 (/4.4 157.9 /- 4.4)
167.2 (1~ 4.7) 198.5 —)

NCTES: All numbers (including margin of eror) are in millions of individual. Margin of eror represents a 95 parcant confidence interval.
Light gray cells show numbers that did not change from 2013 to 2014 (i.e., individuals who experienced no transition). Dark groy cells show numbers of transitions
from 2013 to 2014, Numbers in italics show margins of error. Margin of error represents a 95 percent confidence inferval.



14.5 million gained coverage, but 5.2 million lost coverage,
for a net gain in coverage of approximarely 9.3 million. This
represents a drop in the uninsured rate from 20.5 percent to
15.8 percent.

In all of the tables, the number below each estimate shows
the margin of error. For example, the estimate for the num-
ber insured in 2013 is 157.9 million with a margin of error of
4.4 million people; this means that we can have a high degree
of confidence that the true number lies in the range between
153.5 and 162.3 million.

Table 2 presents our survey findings regarding net changes

in enrollment between September 2013 and March 2014 for the

following five categories: no insurance, ESI, Medicaid, insur-
ance purchased on the individual market, and other forms of
insurance (which include military insurance, Medicare, other
governmental plans, and retiree insurance).” Within insurance
purchased on the individual market, we can separately seg-
ment plans purchased on the marketplaces and off-marketplace
plans. Enrollment in marketplace plans is clearly related to the
ACA—marketplace coverage first became available in 2014 as
a direct result of the law’s implementation. But the changes in
enrollment among other sources of coverage could reflect some
combination of the effects of the ACA and other changes, such

as changing jobs.

Table 2 illustrates that the 9.3-million-person increase

in insurance is driven not only by enrollment in marketplace

plans, but alse by gains in EST and Medicaid:

* Enrollment in ESI increased by 8.2 million. Most of this
increase was driven by people who were previously unin-
sured. Some of these newly insured individuals may have
taken up an employer plan as a result of the incentive
created by the individual mandate; others may have newly
found a job. The UL.S. unemployment rate fell slightly
between September 2013 and March 2014, so part of the
increase in ESI enrollment could have been due to eco-
nomic recovery rather than the ACA. While the 8.2-mil-
lion-person increase seems large, more than 100 million
18- to 64-year-olds were covered by ESI in 2013. Since ESI
is the dominant source of insurance coverage among this
age group, it is not surprising that we could see relatively
large effects of the individual mandate and economic
recovery in this category.

* Medicaid enrollment increased by 5.9 million. New enroll-
ees are primarily drawn from those who were uninsured in
2013, or those who previously had forms of insurance in
the ather category.

* By our estimate, 3.9 million people are now covered through

the state and federal marketplaces. This number is lower

ESI 108.7 (4~ 5.2)
Medicaid 12.3 /- 2.3
Individual Market 9.4 (v~21)
Marketplace — -

Other 27.5 [+~ 3.7
Subtotal {Insured) 157.9 (/- 4.4)

Uninsured 40.7 (/- 4.4)

1169 (v~ 51) 8.2 (1/-3.¢)
18.2 1~ 3.0 59 ~238
7.8 [/~ 1.8 -1.6 (/1.8
3.9 4 1) 3.9 (=11
20.3 /3.0 AN RN
167.2 [/~ 4.7) 9.3 +/~3.9
31.4 (+/~4.7) -9.3 (v~ 3.5)

MNCTE: Al numbers fincluding margin of eror are in millions of individuals. Numbers in italics raflect margins of eror. Margin of error represents a 95 parcant

confidence interval. Some nurmbers may not sum perfectly due o rounding.



than current estimates of marketplace enrollment through
the end of March from the Department of Health and
Human Services (DHHS), perhaps because some of the
HROS data were collected in early March, All HROS data
collection reported here ended on March 28, and therefore
missed the last three days of the open enrollment period,

during which time there was a surge in enrollment.

Table 3 presents detailed estimates of transitions in insurance
coverage from late 2013 to early 2014. 'The table shows not only
the net change in insurance coverage, but also transitions across
insurance categories. It thus helps us to better understand the
net changes we identified above. As in Table 1, cach cell of
the table reports the estimated number of people who have
transitioned {rom the category indicated in the heading of that
column to the category indicated in the row of that column.
For example, 40.7 million were uninsured in 2013, Of those
7.2 million now receive insurance through ESL

Table 3 makes clear that the ACA has not led to changes
in the health insurance coverage of most people. Among adults,
fully 80 percent still had the same form of coverage in March
2014 as in September 2013. Most notably, more than 100 mil-
lion had ESI before and have ESI now, while 26 million remain
uninsured.

While there has been an overall net increase in enrollment,
there was a 7.1-million-person decline in the other insurance

category. Although a small percentage of those who previously

had other coverage are now uninsured, most have moved o
an alternative source of coverage, such as employer coverage,
Medicaid, or the marketplaces. In addition, enrollment in off-
marketplace individual market plans fell from 9.4 10 7.8 mil-
lion. Many of those losing coverage in the off-marketplace
individual market found coverage in marketplace plans or

through another source.

Other key findings shown in Table 3:

» Of those who were previously uninsured but are now
insured, 7.2 million gained ESI, 3.6 million are now
covered by Medicaid, 1.4 million signed up through the
marketplaces, and the remainder gained coverage through
other sources.

* Our estimates suggest that only about one-third of new
marketplace enrollees were previously uninsured. While
this seems relatively low, it is slightly higher than findings
reported earlier by McKinsey & Company.®

* More than 2 millien people who previously had EST are
now uninsured, representing 1 percent of the population
from ages 18 to 64—this is around one-third as large as
the number moving from no insurance to ESL. Within this
group, some may no longer hold the same jobs and may not
have access to the same coverage.

* Among the 7.8 million people who were enrolled in off-mar-

ketplace individual market plans in early 2014, more than

26.2 7.2 3.6 0.5 1.4 1.8 407
{57 (/= 2.2) (/= 1.3 (17— O.4) /=07 [/~ 1.0) [+/— 4.4
2.1 102.4 0% 1.3 0.4 1.7 108.7
{+~ 1.3 "~ 5.3) [~ 0.7) £~ 0.7) /"~ 0.3 "~ 0.7) f+— 5.2)
1.0 1.3 9.2 0.1 0.2 0.7 12.3
[/~ 0.7 = 0.5 {4/~ 2.0 {17~ 0.1 (/= 0.2) = 0.5) {4 2.3)
0.7 1.8 0.2 54 0.8 0.5 9.4
-0 /"~ 1.0 /"~ 0.2 "~ 1.5) /0.4 "~ 0.7) == 2.1)
1.5 4.2 4.3 0.6 1.2 15.6 27.5
= 1.0 1= 1.6 {4/~ 2.0 {1/~ 0.5) /= Q.7 (1= 2.6) f+t/= 3.7}
31.4 1169 18.2 7.8 3.9 20.3 198.5
(/= 4.1) (/= 5.1} {4/~ 3.0) (/- 1.8) /= 11) (/= 3.0) )

MNCTE Al numbers (including margin of error| are in millions of individuals. light gray cells show numbers that did nof change fram 2013 to 2014 (i.e., individu-
als who experienced no transition). Numbers in italics reflect margins of ermor. Margin of error represents a 94 percent conlidence interval.



90 percent were previously insured; nearly 70 percent were
previously insured through an individual marlket plan.

* Lessthan 1 million people who previously had individual
market insurance transitioned to being uninsured. While
we cannot tell if these people lost their insurance due to
cancellation or because they simply felt the cost was wo
high, the overall number is very small, representing less

than 1 percent of people between the ages of 18 and 64.

While there are benefits to using survey data to estimate
enrollment, there are of course also limitations. One of the
most important benefits is that survey data allow us to observe
a wide variety of sources of information that could not be elic-
ited from any single ad ministrative data source. For example,
since the opening of the marketplaces, the federal government
has regularly reported the total number of enrollees through
the marketplaces, but these same data tell us nothing about
changes in ES[. However, as with any data collected through
surveys, we run the risk that individuals will report inaccu-
rately. For example, people may not report having Medicaid
because their state uses a different name for the program or
because they do not understand the true source of their insur-
ance. Furthermore, all survey data has a margin of error related
to the fact that only a small share of the population is surveyed.
Because of this, the margin of error when looking at detailed
insurance categories can be relatively high. However, the net
increase of 9.3 million we report is outside of what we would
expect given normal churn or sampling error.

Given the strong interest in understanding the impact of the
ACA, avariety of different organizations, including the Urban
Institute and Gallup, are also conducting surveys to estimate
the effect of the ACA on insurance enrollment. When male
ing comparisons across studies, it is important to keep in mind
that each comes with its own margin of error. Furthermore, the
timing of surveys may vary. With the surge in enrollment at the
end of March, whether that period is included in a survey could
dramatically affect the resulting numbers. Additionally, not all
surveys report results about the same age groups; our survey

focuses on those from age 18 to 64, the adults most likely t be

affected. Thus, it should not be surprising that estimates from
different studies may not match perfectly.

'The findings presented here represent changes across the
entire United States. Because the implementation of the ACA
has differed across states, and because states have different
demographic characteristics, it is likely that patterns of insur-
ance gains, losses, and transitions may differ substantially
across states. Unfortunately, we cannot analyze state-specific
changes in our data because the sample sizes for many cells
would be too small w provide reliable estimates.

While these results are indicative of respondents’ coverage
at the time of their response (as noted, between March 1 and
March 28) there is still time for more people to enroll, espe-
cially given the recent extensions. Furthermore, it is still early
in the life of the ACA. Over the coming months and years,
further changes in enrollment fipures can be expected as people
become more familiar with the law, the individual mandate
penalties increase to their highest levels, the employer mandate
kicks in, and other changes occur. But early evidence from our
nationally representative survey indicates that the ACA has
already led o a substantial increase in insurance coverage. Con-
sistent with law’s design, this gain has come not only from new
enrollment in the marketplaces, but alse from new enrollment

in employer coverage and Medicaid.



' Marketplaces are also known as exchanges.
* Please visit www.rand.org/health/projects/health-reform-opinion.heml

*Graves, John A., and Katherine Swartz. 2013. “Understanding State Variation in Health Insurance Dynamics Can Help Tailor Enrollment
Strategies for ACA Expansion.” Health Affairs, 32(10): 1832-1840.

2One hundred seventy-six respondents (6.7 percent) were dropped because they did not respond to the September 2013 survey. An additional 40

respondents (1.5 percent) were dropped because of unusable information about the source of their insurance.

*Data are weighted to match the age, sex, race/ethnicity, education, and income distribution of the 2012 March Supplement of the Current

Population Survey (CPS). We also match the joint bivariate distributions of race and sex and education and sex.
¢U.S. Census Bureau. March 27, 2014. “State and County QuickFacts.” As of April 7, 2014: hetp://quickfacts.census.gov/qfd/states/00000. html

7 For respondents who report more than one source of insurance, we assign a primary insurance source, according to the following hierarchy: no
insurance, insurance through a marketplace plan (unless listed with ESI, in which case ESI is considered primary), Medicaid {excluding those

dually enrolled in Medicaid and Medicare), ESI, private nonmatketplace insurance, other forms of insurance (including Medicare, dual Medic-
aid-Medicare enrollees, military insurance, other governmental plans, and retiree insurance). The first type of insurance listed in the hierarchy is

considered the primary insurance type.

E McKinsey and Company. 2014, “Individual Market Enrollment: Updated View.” McKinsey Center for U.S. Health System Reform. As of
April 7, 2014: heepi//healcheare.mekinsey.com/sites/default/files/ Individual-Market-Enrollment. pdf
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The Purpose of the Recommendations

On March 31, 2014, the Affordable Care Act’s first enrollment period
ended. Though enrollment continues for some (for example, low-
income individuals who are eligible for Medicaid, people with life
transitions such as family changes or job loss, and those who began
the enrollment process but could not complete it before March 31),
general enrollment now ceases until November 15, 2014, when the next
enrollment period begins.

This initial enrollment period has been an important first step toward
securing health insurance for millions of uninsured people living in

the United States. But there is still much work to be done to achieve
the true promise of the Affordable Care Act. Learning from the lessons
offered by this first enrollment period, we have identified 10 key steps
that would significantly increase the number of people who can enroll
in health insurance during the next open enrollment period. These
steps should be taken promptly and well before November 15 to ensure
that future enrollment periods fulfill the health coverage goals of the
Affordable Care Act.

ACCELERATING THE AFFORDABLE CARE ACT'S ENROLLMENT MOMENTUM: 10 RECOMMENDATIONS FOR FUTURE ENROLLMENT PERIODS

Background

The Affordable Care Act created an historic opportunity to provide

health insurance to all legal residents of the United States. By offering
unprecedented financial assistance to middle- and moderate-income
families, and by expanding Medicaid for low-income people in
approximately half the states, the health care law reduces uninsured rates
across the country. A recent Gallup poll found that the uninsured rate
dropped from 17.1 percent in the last quarter of 2013 to 15.9 percent in
the first quarter of 2014." The Affordable Care Act has significant potential
to reduce the uninsured rate further—but its success will depend on
robust, effective outreach and enrollment processes.

Fulfilling this goal is not easy, especially in the early stages of
implementation. As we learned from other health program initiatives,
such as the Children’s Health Insurance Program (CHIP), the Medicare
Part D prescription drug benefit, and the health reform program in
Massachusetts, outreach and enrollment successes tend to be modest
in the beginning. Due to the demographics, educational levels, and
language limitations of uninsured Americans, the enrollment challenges

we now face are even greater.

Initial problems with the federal website initially hampered enrollment,
but those problems have been fixed, and enrollment has gained
significant momentum. Millions of people have new health coverage:
Enrollment in private health insurance has accelerated, with more than
four out of five enrollees qualifying for financial assistance in the form
of tax credit subsidies. And an even larger number of people have new
coverage through Medicaid.



10 Key Steps for Strengthening Future Enrollment

We have identified improvements that will build on and strengthen the momentum gained over the past six months.
The 10 recommendations summarized below share the following attributes:

» They would significantly improve the success of future enrollment efforts.

» They do not require the enactment of new legislation.

» The U.S. Department of Health and Human Services (HHS) and/or state marketplaces (exchanges) can undertake them.

The first seven of these recommendations have a direct impact on the enrollment process, while the latter three focus on

improving coverage affordability—the key factor for uninsured people when they decide if they should enroll in health insurance.

Increase the number of, and
resources for, enrollment
navigators and assisters:

HHS and states should increase the
resources available for enrollment
assistance as much as possible to ensure
that assisters have the tools they need to
maximize their effectiveness generally, and
especially in communities of color and other
communities that experience significant
barriers to coverage.

This first enrollment period has demonstrated the importance of
in-person assistance, particularly for people who face barriers such
as limited English proficiency, limited access to and experience
with technology, low literacy levels, limited knowledge of health
insurance, or complex family situations related to immigration
status. These factors complicate the application process and make
it much more difficult for people to complete the application on
their own.

However, the need for individual assistance with the application
process goes well beyond people in these groups. Research
conducted by Enroll America before open enrollment began found
that three out of four consumers would like in-person help with
applying for health insurance.? Research conducted more recently »
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Increase the number of, and
resources for, enrollment
navigators and assisters

(continued)
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by the Urban Institute found that almost half of uninsured people who
did not plan to buy insurance in a marketplace (but who were aware
of their option to do so) would be more likely to buy that insurance if
they had in-person support.’

Buying health insurance is a complex matter. It requires people to
make difficult decisions that affect whether their families can get the
health care they need from providers they prefer, and that affect their
families’ financial well-being. The next open enrollment period runs
for just three months (and includes the Thanksgiving and Christmas
holidays), compared to six months for the first open enrollment
period, making enrollment assistance even more important.

This year, HHS allotted a mere $67 million for navigator services
across all 34 states with federally managed marketplaces. State-
managed marketplaces, which did not experience the same
congressional limitations on funding, had significantly more dollars
per uninsured person. In California alone, for example, the funding for
navigator services was approximately $40 million. Although budget
pressures are likely to be more significant in the future, HHS and the
states should allocate larger portions of their administrative funds to
increase the effectiveness of navigators and assisters.
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Build a substantial, sustained This year, HHS and private sector stakeholders spent less on

public education campaign advertising than originally planned, in part due to concerns that
coordinated between the public and
private sectors about the tax credit
subsidies that are available to make
insurance premiums affordable: was, understandably, directed mostly to states with high rates of

uninsured. This meant that large areas of the country lacked paid

healthcare.gov was not working well enough to handle more traffic
when open enrollment began. The advertising that did take place

HHS, state-managed marketplaces, insurers,

and other private sector organizations that advertising to help educate consumers about affordable health

are interested in expanding health coverage insurance options and the financial help available to pay for health
should come together soon to develop a insurance.

broad, coordinated, well-resourced public

education campaign about the availability of Throughout 2013 and the open enrollment period that just

these tax credits. This combined effort should ended, polling continued to show that many people remained

use demographic data to create targeted,
culturally-appropriate, consumer-friendly
materials that will motivate uninsured people

(especially in communities of color) to sign up
for health insurance. uninsured adults (69 percent) do not know about this financial

unaware that financial help was available to reduce the cost of
health insurance, and these people were therefore not applying
for coverage.” Survey research shows that about seven in 10

assistance.” The problem is particularly acute in communities of

color, where ongoing work is needed to continue the progress

0000000000 o | eesee. e
made so far. Expanding existing public education campaigns
between now and November 15 is critical.

7in10

uninsured adults do not
know financial help is
available to reduce the
cost of health insurance.
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Coordinate enrollment
opportunities with tax filing:

The Administration should create a
“special enrollment opportunity” for
people who learn they will have to pay a
tax penalty for being uninsured in 2014.
Such an opportunity would give people a
short window to enroll in a plan after they
file their taxes, thereby minimizing the
chances they will incur a second penalty
for remaining uninsured in 2015.

“Fully aligning the open
enrollment period with
the tax filing period would
significantly increase
enrollment.”

In 2015, for the first time, people who were uninsured in 2014 will
pay penalties for going without insurance when they file their taxes.
But data show that many of the uninsured are not aware that they
will face a tax penalty if they don’t buy insurance.® Based on current
rules, just when consumers realize the impact of their decision to
go without insurance, they will have to wait another year—and pay
another penalty—before they can correct their error and sign up for
health insurance. This is because the next open enrollment period
runs from November 15, 2014, through February 15, 2015, while the
tax filing season runs from January 1 through April 15, 2015.

If the Administration creates a special enrollment opportunity for
the tax filing period between February 15 and April 15, 2015, this
time could be used to educate uninsured consumers and increase
enrollment. It would also correct the unfair situation in which
consumers have to pay an extra penalty by giving them time to
correct the problem.

Fully aligning the open enrollment period with the tax filing period
would significantly increase enrollment: It would enable professional
tax preparers to play a much larger role in enrollment efforts,

and it would help people have a better understanding of the tax
consequences they would experience if they don’t enroll in health
insurance. Although it may be too late to establish such a change for
the second open enrollment period, we encourage HHS to consider
making such a change for future open enrollment periods. Those
enrollment periods could start later than November 15 and end at or
around April 15.
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Continue streamlined

Medicaid enrollment
for people already enrolled in
other public benefit programs:

HHS should allow states to
indefinitely extend streamlined
Medicaid enrollment (this permission
is currently set to expire in 2015).

Streamlined enrollment saves outreach resources and makes it easier
for eligible people to enroll in Medicaid. HHS currently allows states

to streamline eligibility and enrollment for people who receive help
through SNAP (the Supplemental Nutrition Assistance Program, formerly
food stamps) or whose children are enrolled in other public programs
by using the information those families have provided to “fast track”
Medicaid applications.

When states already have the information needed to complete a Medicaid
application, it makes sense for them to use that information to help people
who are uninsured get coverage quickly and easily. This benefits consumers
and states by reducing bureaucratic red tape, easing the burden on
marketplaces, and getting people coverage more quickly. During the first
open enrollment period, Arkansas, California, Illinois, Oregon, and West
Virginia successfully used this strategy to increase Medicaid enrollment.

Provide applications

that can be completed
in multiple languages, not
just English and Spanish:

Making the application available in
additional languages will help more
people complete it independently,
thus reducing the burden on

call center staff and in-person
enrollment assisters.

Many legal immigrants with limited English proficiency have difficulty
completing English-language application materials. So far, the federally
facilitated marketplace application can be completed only in English and
Spanish. Although there are some tools to help people who speak other
languages, the failure to provide applications that can be completed in
other languages makes the enrollment process more complicated for
many people. It also makes it hard for people who speak languages other
than English or Spanish to complete the application without help from an
enrollment assister.
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Strengthen coordination

among the marketplaces and
Medicaid to prevent applications
from being lost or unduly delayed:

HHS should work with states to better
coordinate computer systems and speed up
the transfer and evaluation of applications
for people who appear to be eligible for
Medicaid. The agency should ensure

that Medicaid eligibility assessments are
transferred to state agencies within 24 hours,
and state agencies should process these
applications quickly. Individuals who apply
through the marketplace should be notified
when their application is transferred and
informed about how to check its status.

The Affordable Care Act envisions a health insurance system

that is coordinated and streamlined, with “one-stop shopping”

for consumers. People who apply for insurance through the
marketplace at healthcare.gov and appear to be eligible for
Medicaid should be able to get an eligibility determination quickly
and easily.

But in this first open enrollment period, the technology behind the
federal website was not yet fully coordinated with the computer
systems in most states. This led to communication problems among
HHS and state Medicaid agencies, and it complicated the Medicaid
eligibility determination process. Ultimately, it meant that many low-
income consumers had to wait longer for coverage.

Speeding up these processes is especially important because the next
open enrollment period will be significantly shorter than the first one.

STREAMLINING COORDINATION AMONG
THE MARKETPLACES AND MEDICAID

I imeliness
o Q)

communication
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Fix the roadblocks that
prevent people from
completing their applications:

Many consumers have now had significant
experience using the online application for
health coverage at healthcare.gov and in
state marketplaces.

Throughout the open enrollment period, HHS
significantly improved the online application
in response to concerns raised by consumers
and enrollment assisters. However, several
significant issues remain that make it difficult
for many people to complete the enrollment
process. These issues, described here,
should be addressed before the next open
enrollment period.

» The Administration should establish alternative avenues for
verifying identity when a consumer creates an account on
healthcare.gov: Consumers should be able to either 1) upload
electronic copies of their documents to be verified in real time by the
marketplace, or 2) find out whether they qualify for financial assistance
and be allowed to enroll in a plan pending the outcome of the
alternative identity verification process.

One of the first steps that happens when a consumer applies for insurance
is verification of his or her identity. This is important for many reasons,
including preventing fraud and protecting consumers’ privacy. The current
system relies on Experian, a credit monitoring agency, to verify consumers
identities using their credit history. But people who lack a credit history
because they rely on debit cards and/or cash (particularly people who
have low incomes or who have recently come to the United States) must
undergo a longer, paper-based verification process—often without much
communication in the interim—before they find out if they are eligible for
financial assistance and can enroll in a plan.

’

> The Department of Labor should require employers to

automatically provide a completed Employer Coverage Tool to all
employees who have an offer of health insurance so that more
people come into the application process with the information
they need to apply: We recommend that the Department of Labor
implement this requirement because employees need this information
to apply for financial assistance with premiums. Currently, employers
are encouraged—but not required—to complete the tool for
employees if requested to do so. »
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Fix the roadblocks that
prevent people from
completing their applications

(continued)

HHS and state
marketplaces should
establish a clear system
for consumers and
enrollment assisters

to resolve application
problems.

N

Currently, anyone applying for health insurance who has an offer of
coverage from an employer (or who might have an offer of coverage during
the year) can ask the employer to complete an Employer Coverage Tool
document before that employee applies for insurance in the marketplace.
This document allows the marketplace to confirm that an employer’s
coverage is either too expensive or too limited for the employee. Without
that document, consumers cannot easily find out whether they qualify for
financial assistance for a marketplace plan. This step has prevented many
people from completing the enrollment application.

Provide clear mechanisms for resolving problems with applications:
Establishing a better process for resolving application problems will make
the process easier for consumers and administrators.

Some people will experience problems filling out their application for
health insurance, either because they have complicated life circumstances
or because of technological glitches. HHS and state marketplaces should
establish a clear system for consumers and enrollment assisters to get
problems resolved using expert staff with the ability to override computer
application systems and make decisions.

During the first open enrollment period, resolving application
problems was often difficult. As a result, many consumers could

not get their problems resolved, or they were forced to resolve their
problems by appealing their eligibility decision (a process that is
unnecessarily bureaucratic and that causes additional delays and
administrative burdens) or by deleting their application and starting
the process over again. This must be addressed before the next open
enrollment period.
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Ban health plans from continuing

to impose premium surcharges
that make insurance unaffordable for
people who use tobacco:

To prevent people from being priced out of
coverage by “tobacco rating,” all states should
either ban these surcharges or significantly
reduce the amount that can be charged. For
states that continue to allow this practice,
HHS should require insurers to stop applying
tobacco surcharges mid-year if people have
quit using tobacco since they enrolled.

Although insurers can no longer charge people higher premiums because
of their health status or gender, in most states, they can still charge people
up to 50 percent more for insurance if they use tobacco, a practice known
as “tobacco rating.” Right now, when people apply for insurance, they may
face this surcharge if they have used tobacco regularly in the previous six
months. And even if they quit mid-year, insurers do not have to remove
the surcharge.

These surcharges cannot be offset by tax credit subsidies, meaning
tobacco rating can make insurance premiums unaffordable. Some states
have barred insurers from establishing such surcharges or have limited
surcharges to well below 50 percent.

Ensure that marketplaces offer
low-deductible silver plans:

To make it easier for insurers to design
their plans, HHS has provided models of
some plan designs that meet the required
actuarial values. HHS should add models
of low-deductible plans and/or plans that
include routine care for people before
they meet their deductible, especially for
“bronze” and “silver” plans. HHS should
encourage every state to make such plans
more widely available.

Currently, as long as the total value of health plans meet certain actuarial
levels, insurers have no guidelines that restrict how they design the
cost-sharing that consumers must pay. This has been an impediment to
enrollment. In particular, insurance plans with high deductibles deter
people from seeking coverage because the upfront costs (premiums plus
deductibles) can be too expensive.
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Exclude health plans that set
unacceptably high premiums:

Since making premiums affordable is crucial
to improving enrollment, HHS should exclude
plans with unreasonable premiums from the
marketplace in 2015.

Some, but not all, states review the premiums charged by
marketplace insurers (a process called “rate review”) to ensure
that premiums stay affordable and that rate increases are
reasonable. Some states that conduct rate review require insurers
to reconsider proposed premium increases that are too high.
Rate review has been an important way to keep premiums
affordable, but not all states use it to do so.

As part of this report, Families USA will
issue additional materials on how these
recommendations should be implemented.

Conclusion: Applying Action to Lessons Learned

During the first enrollment period, we made significant progress
toward securing health insurance through private health plans
and expanded Medicaid. We also built real momentum in our
enrollment efforts. But since tens of millions of Americans remain
uninsured, it is clear that our efforts need to go further—we

must continue and accelerate this momentum. A major part of
our success will hinge on our ability to look critically at this first
enrollment period and act on the lessons that we learned. These
10 recommendations allow us to do just that. And, if implemented
promptly and effectively during the seven and one-half months
until the next open enrollment period, we hope to see even
stronger enrollment efforts, a higher-quality consumer experience
in the marketplace, and a greater decrease in the numbers of
uninsured as the promise of the Affordable Care Act continues to
become a reality for all Americans.
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Introduction

nder the Affordable Care Act (ACA), millions of
Californians have become eligible for new health
insurance coverage options. On October 1st,
2013, Californians began applying for private health
insurance and Medi-Cal (Medicaid) through Covered
California, the state’s new health insurance marketplace.

Many factors will influence the outcome of the ACA in
California. Among these, consumer experience at the
point of enrollment will have a profound impact on the
number of eligible uninsured who ultimately enroll in and
maintain health coverage. This report examines the early
experiences of consumers enrolling in insurance through
Covered California. The study captures consumers’ moti-
vations for applying for coverage, their experience of
the enrollment process, and whether and how they have
begun to use their new coverage. The primary aim of the
research is to identify ideas to improve the enrollment
process.

It is important to note that this study reflects consum-
ers’ experiences at a particular moment in time, early in
Covered California’s very first enrollment period. During
the time the research took place, the electronic interface
between Covered California and county social services
offices, which make final Medi-Cal eligibility determina-
tions, was not yet in place.

Faced with the enormous and unprecedented task of
“standing up” the new system, California has managed
to make significant improvements to the enrollment pro-
cess. Indeed, some of the specific problems consumers
reported in this study have now been addressed, but
the themes and broader issues presented here remain
salient; there is substantial opportunity for continued
improvement.

Executive Summary

he California HealthCare Foundation sponsored
this study of enrollment experiences through
Covered California. PerryUndem Research/
Communication conducted focus groups and interviews
with 71 diverse consumers who had recently applied
for health coverage through Covered California, 32
Certified Enrollment Counselors (CECs) and two Certified
Insurance Agents. Of the consumers, 44 were eligible for

premium tax credits to help pay for Qualified Health Plans
(QHPs), and were eligible for premium tax credits and
27 were identified as being likely eligible for Medi-Cal.
The research was conducted four months into Covered
California’s first open enrollment period — February 4th
to February 20th, 2014. Participants had applied for cov-
erage between October 1, 2013 and January 31, 2014.
It included consumers who applied online, in-person, by
telephone, or by filing the paper application. Following
are highlights from the research.

Consumers’ and Counselors’

Experiences

Most were thankful to have health insurance. Those
who successfully gained coverage felt relieved, secure,
and more in control of their health once they had health
insurance.

Consumers’ motivations to enroll varied. The top moti-
vator for consumers to enroll was financial security. They
wanted protection from big medical bills. Also, enroll-
ing "because it is the law” was important for many, as
well as avoiding the ACA-mandated fine for remaining
uninsured. A few applied because someone they trust
— mother, girlfriend, adult child, or someone from their
church or health clinic — encouraged them to do so.

Substantial knowledge gaps remained after enroll-
ment. Even after completing the process, many
participants were unclear about the relationship between
Obamacare, Covered California, and Medi-Cal. A large
number did not know they could receive in-person assis-
tance to enroll. Many did not know Medi-Cal had been
expanded and that they might now be eligible. Some did
not know about the premium tax credits and most were
unaware they might have to pay back some of the finan-
cial assistance if they inaccurately reported their income
or if their income changed. Some were unfamiliar with
how insurance works. Most of these knowledge gaps
remained after enrollment was complete — the enroll-
ment process did not answer many of these questions for
these consumers.

Calculating income was difficult for some. Those with
fluctuating income or who receive payments in cash had
difficulty figuring out future earnings or averaging their
incomes. Some just guessed when applying.
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Choosing a plan was hard. Some consumers felt that
the process did not fully prepare them to make a cov-
erage choice. The physician search tool did not work
well for some and others felt overwhelmed by too many
plan choices. Most challenging was weighing the various
insurance costs — premiums, deductibles, copays, and
total out-of-pocket costs. It was an issue of “doing the
math,” as well as being confused about what each cost
meant. In the end, many said they chose a plan based
primarily on the premium.

Documentation requirements were challenging. The
amount of documentation required to enroll surprised
consumers — they thought this would be an entirely
electronic process. Medi-Cal applicants had the heavi-
est burden — they often were instructed to supply proof
of income, proof of residence, immigration information,
and more.

Consumers had mixed experiences with the call center.
Those who called Covered California’s call center for
enrollment help complained of long waits on hold and
not being able to get through to a person. Many waited
45 minutes or longer for help. Most had to call multiple
times. Once they got through, many said the customer
service representative was helpful.

Views on affordability varied. Not surprisingly, those
with lower premium amounts felt their costs were
“affordable,” while those with higher amounts were less
satisfied. Other factors also influenced perceptions of
costs, including prior experience with insurance, health
status, and perceived need for coverage.

Medi-Cal applicants faced more problems. These con-
sumers were most confused about and frustrated with
the enrollment process. Those applying online through
Covered California were surprised they could not com-
plete the application online. Many were unsure of their
next steps or how they would be contacted about their
eligibility. Most had long waits to hear back from Medi-Cal
— some more than four weeks. Most did not know how
to track the progress of their application and did not
know whom to call.

Latino consumers worried about immigration problems
and losing their home to Medi-Cal. The detailed ques-
tions about family members — even those not applying
for coverage — unsettled some Latino consumers
and made them worry they could face problems with

immigration. Also, some Latino consumers had heard
Medi-Cal could take their home if they enrolled in the
program.

Many Vietnamese- and Mandarin-speaking consumers
faced language barriers. These consumers could not
enroll online in their primary language. This was frus-
trating because some preferred to enroll online. They
felt they had to rely instead on English-proficient family
members or apply in-person with a CEC or agent who
could speak their primary language.

CECs did not feel well trained and said they had
limited ability to help Medi-Cal applicants. A new dedi-
cated call center line for CECs was helping, but many felt
on their own to figure out complex enrollment problems.
Many also had limited experience with Medi-Cal and
felt they could do little to help clients apply for that
program. They said they have had little interaction with
Medi-Cal.

Improvement Ideas

Ideas for improving the process emerged from consum-
ers, CECs, and agents in this study, including:

» Open the door wider. Consumers wanted Covered
California to reduce call center wait times; to educate
Californians that in-person enrollment help is avail-
able; and to translate the Covered California online
application into other languages. They also wanted
the Medi-Cal processing time to be shortened.

» Improve communications with consumers.
Consumers wanted Covered California and Medi-Cal
to be clearer upfront about the documentation
required for enrollment and to clearly explain the
Medi-Cal enrollment process.

» Enhance the Covered California website.
Consumers wanted Covered California to improve
the online chat function, update the provider search
function, and offer clearer guidance on how to calcu-
late their incomes.

» Conduct more outreach and education. Latinos
wanted Covered California to address their specific
enrollment concerns (i.e., immigration worries, fear of
losing their home to Medi-Cal). Mandarin-speaking
and Vietnamese-speaking consumers also suggested
going deeper into their communities with outreach.
Many consumers wanted more resources that explain
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how insurance works, particularly the various costs
involved.

» Offer more support to CECs and insurance agents.
CECs and agents wanted a refresher training course
to address real-life scenarios and complex cases.
Some also suggested a feedback loop so CECs could
share what they learned. Finally, agents wanted their
own dedicated help line as the CECs have.

Methodology

This study started with 11 interviews with experts in
November 2013 to help frame the research. These
interviews were conducted by telephone and lasted
45 minutes each. Their purpose was'to gain insight into
issues involved with Covered California enrollment and
to receive feedback on the study's research plan. The
experts were then recruited to serve as advisors to the
project on an ongoing basis.

The next phase of research consisted of 15 in-depth
interviews and eight focus groups with diverse consum-
ers who had recently applied for health coverage through
Covered Califomnia. In addition, four focus groups were
conducted with Certified Enrollment Counselors (CECs)
and two in-depth interviews with Certified Insurance
Agents. (See Table 1.)

Table 1. Focus Group and In-depth Interview Composition

Consumers Applying for QHPs 5
Consumers Applying for Medi-Cal 3
Certified Enrollment Counselors 4
Total 12
HE-DEFTH INTERVIEVYS
Consumers Applying for QHPs 7
Consumers Applying for Medi-Cal 8
Certified Insurance Agents 2
Total 17

Note: The focus group of Mandarin-speaking consumers was a mix of
those who had applied for Medi-Cal and for QHPs.

Expert Interview Participants
Verne Brizendine, Blue Shield of California

Linda Leu and Tamika Butler, Young Invincibles
Nicole Oehmke, Enroll America

Cary Sanders, Pan-Ethnic Health Network

Julie Silas, Consumers Union

Mark Temple and Larry Sirowy, Kaiser Permanente
Melissa Vargas, The Children’s Partnership

Sonya Vasquez, Community Health Councils
Doreena Wong, Asian Americans Advancing Justice
Anthony Wright, Health Access California

Bobbie Wunsch and Rafael Gomez, Pacific Health
Consulting Group

The interviews and focus groups were held in Oakland,
Bakersfield, Irvine, and Los Angeles between February

‘4th and February 20th, 2014. Participants were recruited

by professional focus group facilities in each location.
Local Certified Enrollment Entities and community-based
organizations involved in outreach about new coverage
options also assisted in finding participants for this study.

Each in-depth interview lasted approximately 45 min-
utes. The focus groups were approximately 90 minutes
long and included six to 12 people per group.

The consumer interviews and focus groups were com-
posed of those who had applied through Covered
California and either 1) been found eligible for premium
tax credits to help pay for coverage in a Qualified Health
Plan, or 2) been found likely to be Medi-Cal-eligible
through the application process. All research partici-
pants initiated the enrollment process through Covered
California. The study did not include individuals who
applied for Medi-Cal solely through county social ser-
vices or who enrolled in a QHP directly through a private
insurance company. A total of 105 consumers, CECs, and
Certified Insurance Agents participated in this project.
{See Table 2 on page 6.)

While many of the participants had successfully enrolled
in a QHP through Covered California by the time they
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Table 2. Participant Composition, by City

QHP Applicants 10 0
Medi-Cal Applicants 6 9
Certified Enrollment Counselors 9 10
Certified Insurance Agents 0 0

participated in this study in February, some had not yet
received final confirmation of plan enrollment. Similarly,
while some consumers had been found eligible for
Medi-Cal, and selected a managed care plan, others who
were identified as likely eligible for Medi-Cal through
Covered California had not yet received a final eligibility
determination from county social services at the time of
the study.

Throughout this report, for convenience, consumer par-
ticipants are sometimes referred to as having “applied
for Medi-Cal” through Covered California. In fact, many
of these consumers did not set out to apply for Medi-Cal.
Rather, it was through the Covered California enroliment
process that they discovered they were likely to be Medi-
Cal-eligible.

Focus groups and interviews included a diverse group
of consumers. In addition to the geographic diver-
sity indicated by the four study locations, discussions
were conducted in four languages — English, Spanish,
Mandarin, and Vietnamese — with consumers of five
races/ethnicities. (See Table 3.) CECs who participated
in this study work with a number of populations whose
primary language is not English, including speakers of
Spanish, Mandarin, Cantonese, Korean, Vietnamese,
Cambodian, and Arabic.

Participating consumers consisted of adults 64 years of
age or younger, including ten consumers under age 30.
The study included a mix of men and women.

Consumer participants in this study applied for coverage
through a variety of means, including online, with in-per-
son assistance, and over the telephone. (See Table 4.)
In some cases, consumers used more than one of these
methods during their enrollment process.

10 24
2 10
7 6
0 2

Total Number of Participants

Table 3. Participant Profile, by Race/Ethnicity

and Primary Language Spoken
RACE/ETHNICITY

White

Latino

African American

Chinese American

Vietnamese American

FRIMARY | ANGUAG
English

Spanish

Mandarin

Vietnamese

Table 4. Enrollment Pathways of Consumers

METHOD OF ENROLLMENT"
Online

In-person
Telephone

Paper application

*Some consumers used multiple methods.

32

2

105

27

24

42

18

NO.

44
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Findings

Pre-Enrollment

This section gives insight into the mindset of the
Californians in the study before they applied for health
coverage through Covered California. What did they
know? What were their expectations? Why did they
apply? This section also addresses consumers’ health
insurance status prior to applying and the reasons many
were uninsured. Finally, it identifies the knowledge gaps
consumers had about Covered California, which many
still had even after going through the enroliment process.

The Calitornians in this study wanted health
insurance.

Most consumers in this study felt that health insurance
was important but believed it was out of reach for them
until Covered California. Some had been looking for a
while but just could not find an affordable plan while oth-
ers had given up the search, feeling discouraged, and
had not been looking for insurance recently. Some con-
sumers were used to having insurance — they had never
had a break in coverage — and Covered California came
along at the right time, allowing them to move smoothly
from one plan to another. And a small segment, particu-
larly those with chronic health conditions, said they had
been paying attention to the national discussion about
the ACA and were waiting to apply for coverage as soon
as Covered California opened for business.

PRE-EXISTING COMNDITIONS

— Irvine woman who applied for a QHP

Before applying, most were uninsured, for a
variety of reasons.

Some consumers in the study had been uninsured for
many years; for others, it was recent. Regardless of how
long they were uninsured, these consumers offered a vari-
ety of reasons why they had no health insurance before
applying for coverage through Covered California. Some
explained that they had recently lost a job and that the

insurance went with the job; some of these could not
afford COBRA coverage, which meant they were imme-
diately uninsured when the job ended. Others explained
that while their employers offered insurance, it was too
expensive so they did not enroll. A small number of con-
sumers recently started new businesses and reasoned
that they could do without insurance at least for a year
or two.

Some consumers in the study reported that they were
unable to obtain coverage due to pre-existing conditions
and that only now, because of the ACA, could they qual-
ify. Finally, healthy and younger consumers in the study
acknowledged that they had been putting off insurance
because it was a low priority. They did not feel a press-
ing need for check-ups and other preventive care and
figured they could just pay out of pocket for medication
or a doctor’s visit if they became sick.

While uninsured, many learned to manage
their own care, though this was an anxious
period in their lives.

Without insurance, consumers said they figured out ways
— beyond occasional medical visits — to take care of
their health. Many used holistic methods of care, or relied
on over-the-counter medications.

People with ongoing medical conditions usually had to
make more concessions, either with their care or their
pocketbooks. This meant seeing a doctor for a proce-
dure or a prescription and paying for it themselves. A few
of these consumers had been paying substantial sums
out-of-pocket to obtain the care they needed. During the
course of the discussion, a couple of consumers revealed
that they had gone into debt, and were being contacted
frequently by collections agencies due to an ER visit or
expensive medical treatment.

One Los Angeles woman found to be likely eligible for
Medi-Cal explained that she had a number of serious
ailments and allergies that required monthly prescrip-
tions. She went into anaphylactic shock regularly and
needed to use an EpiPen. She was uninsured and pay-
ing over $300 out of pocket each month because she
could not risk going without her prescriptions. As high
as these amounts were, they were less than the monthly
premium amounts she was quoted when she had previ-
ously shopped for insurance. When she learned about
Covered California, she saw it as her chance to finally find
more affordable health insurance.
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Consumers said that while uninsured, they would often
delay care or adopt a “bare necessities” mindset — put-
ting off more comprehensive care in favor of just getting
by. As one Irvine man enrolling in a QHP said, “I just went
to the local clinic for my drugs once a year or so.”

Regardless of how they had been coping, many described
this period in their lives as anxious and tense. Even the
healthy and younger consumers in the study said that in
the back of their minds, they never forgot that they were
uninsured, causing them worry about accidents and big
medical bills.

Many learned about Covered California
through the news, ads, or word of mouth.
News stories about Covered California and the ACA
(Obamacare) seemed to be the main source of infor-
mation on this topic for a number of consumers in this
study. Many also reported having seen ads on television,
in local newspapers, on billboards, and online, or heard
them on radio. Consumers also mentioned hearing about
Covered California through friends and family, churches,
insurance brokers, health centers, health fairs, mailers to
their homes, community-based organizations, and other
local sources.

Latino consumers also mentioned seeing and hearing
ads about Covered California in Spanish. A few Latino
consumers commented that there had been a lot of infor-
mation available in Spanish about Covered California.
To a lesser degree, some of the non-English-proficient
Vietnamese- and Mandarin-speaking consumers in the
study said they had seen Covered California ads in pub-
lications geared to their communities, but they generally
reported seeing less advertising about the marketplace
than was reported by English- and Spanish-proficient
consumers.

Most consumers were confused about the
relationship between Obamacare, Covered
California, and Medi-Cal.

Among consumers there was a conflation between
Obamacare, Covered California, and Medi-Cal. Some
thought these different health coverage efforts and
websites were actually the same entity. A few Certified
Enrollment Counselors confirmed that consumers, par-
ticularly Latinos, refer to them collectively as Obamacare.

For example, a number of consumers who applied online
said they went first to the federally facilitated market-
place, HealthCare.gov, because they were unaware that
Covered California was where they were supposed to go.
Others who ended up being likely eligible for Medi-Cal
were also confused — they thought they were applying
for private insurance through Covered California, and
had no idea that Medi-Cal was connected to Covered
California. Even following the enrollment process, some
of these consumers wondered whether Medi-Cal and
Covered California were the same thing.

Many said they were unaware that they
could receive in-person help to enroll
through Covered California.

This was particularly true of the 44 consumers in this study
who applied online. Most of these consumers said they
had not heard about CECs and had not considered work-
ing with an insurance agent before applying online. After
hearing of these in-person resources during this study,
some consumers said they wished they had known they
could receive such enrollment help — they had questions
during the enrollment process and would have appreci-
ated the ability to get immediate, in-person answers.
Consumers who were not English-proficient — those
speaking primarily Spanish, Mandarin, or Vietnamese —
seemed particularly to value knowing they could receive
in-person help with enrollment.

Word of mouth about CECs and agents was one way
participants knew in-person help was available. But those
who knew the most about CECs and agents tended to
be those who were “connected” consumers — they had
a prior relationship with a health clinic, community-based
organization, or other organization involved with out-
reach for Covered California.

There was a lack of knowledge that
Medi-Cal had expanded.

Some consumers applying for coverage did not know
that Medi-Cal eligibility had changed and that they
might now be eligible for the program. These consum-
ers tended to be those who applied online and they said
they only learned about their potential eligibility once
they were midway through the application. Among these
consumers, there was often little awareness about Medi-
Cal and how the program works. On the other hand,
some consumers who had prior experience with Medi-
Cal suspected they might be eligible and purposely set
out to enrol! in Medi-Cal.
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A woman in Bakersfield did not think — before applying
— that she would qualify for Medi-Cal. She recounted: “I
did not want to apply. [Someone] told me that this was
for Obamacare and that if you did not qualify they would
give you Medi-Cal. And, so then | said ‘No’... | tried to
get Medi-Cal (before) and | was not able to.”

Knowledge Gaps

Many consumers in this study did not know:

» CECs and agents were available to help them
enroll

» Financial help was available (or that they might
need to pay some of it back at the end of the
year if their income changed)

» Medi-Cal had been expanded

Some did not know they could qualify

for premium tax credits through Covered
California or that they might have to

repay part of this financial assistance if

their income changed or was inaccurately
entered.

Some consumers said they did not know about the ACA
tax credits before applying. They hoped the insurance
plans available through Covered California would be
less costly than those they had seen before on the pri-
vate market, but they did not know that the tax credit
was one mechanism for that lower cost. Only once they
started the application process or used the “Shop and
Compare” tool on the Covered California website did
they learn they qualified for financial help.

Even those consumers who became aware of the tax
credit, however, were largely unaware that they might
have to pay back part of that credit if they miscalcu-
lated their income on the application or if their income
increased. This issue emerged in a Los Angeles focus
group with individuals who had recently applied for QHP
coverage. A participant explained that her accountant
had recently told her that she might have to pay back
part of the financial assistance in her taxes. When asked
about this, most of the other consumers in the focus
group said they were unaware of this risk.

Numerous consumers said they applied

for coverage through Covered California
because they “hoped insurance would now
be affordable.”

There was a sense among some consumers in this study
that health insurance might now fit in their budget, thanks
to the ACA. “I think the commercials, the ads, made
it pretty clear that it would be affordable,” said a Los
Angeles QHP applicant. But coupled with this hope of
affordability was substantial skepticism. Some doubted
that they could actually afford the costs of health insur-
ance but still wanted to go to Covered California to check
out their options.

Many applied because they wanted
protection from big medical bills.

Many consumers reported they wanted financial security
when they enrolled in coverage — to avoid big medical
bills that can come with accidents and unexpected medi-
cal issues. This motivation was particularly important to
some of the younger and healthier consumers seeking
coverage.

A few were heavily influenced by the experience of fam-
ily members and friends who had incurred medical debt
while uninsured. A Los Angeles woman who applied for
a QHP acknowledged that the experience of her sister —
who was uninsured when she was diagnosed with cancer
— influenced her own decision to enroll in Covered
California.

Some enrolled in coverage because it was
the law, or they wanted to avoid the fine.
Some consumers said they applied because “everyone
has to have health insurance.” They wanted to be in
compliance with the law and to be “good citizens,” or
believed that being uninsured is illegal under the ACA
and could cause legal problems. A number of CECs in
this study said that complying with the mandate was par-
ticularly motivating for their Latino clients.

The possibility of a fine also played a role. While consum-
ers were not always clear on the amount of the fine, they
were aware that they would be required to pay some-
thing in their taxes if they did not have health coverage.
“There is a penalty. That is why | signed up already,”
explained an Irvine man who enrolled in a QHP.
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Motivations to Apply for Coverage
Through Covered California

» A hope that insurance would now be affordable
» Avoiding big medical bills — financial security

» Complying with the law and/or avoiding the fine

» Encouragement to enroll from someone in their
life

Consumers were motivated when a family
member, friend, or someone they trusted
urged them to apply.

A few younger consumers commented that their mothers
had encouraged them to apply. There were also instances
when a grown daughter pushed an older parent into
enrolling. For example, an African American woman from
Los Angeles said that she had not considered applying
for health coverage through Covered California until her
adult daughter told her, “Mom, you need to apply for
this!” For a Mandarin-speaking participant, it was her
sister-in-law. Others explained that it was someone from
the health center where they went for health care who
told them about Covered California and helped them to

apply.

Enrollment

This section describes consumer feedback about the
Covered California enrollment process. Of the consum-
ers in this study, 44 applied online, 14 applied in-person,
14 applied by telephone, and seven completed paper
applications. A number of these consumers used a com-
bination of methods.

Overall Enrollment Process

Those who applied online during October and
November 2013 faced more problems.

Consumers in the study applied during different periods
of open enrollment — October, November, December,
and January (the research was conducted in February).
Based on their comments, those consumers who applied
during the first two months experienced a number of tech-
nical problems with the Covered California website. They
complained of long loading times, webpage freezes, and
the application shutting down unexpectedly. “I tried to
apply about three times in November and then like one

or two times in December and the website was really bad
and it kept timing out,” recounted a Los Angeles con-
sumer. Despite these glitches, the consumers kept trying
and eventually made it through. They were frustrated but
determined to complete the application.

Those who waited untit December and January to
apply found the experience easier — especially online
— though they still encountered some of the same
frustrations.

ONLINE STRUGGLES

— Spanish-speaking Los Angeles woman
who applied for a QHP

The online application was the primary entry
point.

Some of the 44 consumers who applied online said that
they did not know there were alternative ways to apply
— their impression was that this was an online enrollment
process. A few said they would have preferred in-person
enrollment so they could have asked questions along
the way. Not all used the Shop and Compare online tool
beforehand to estimate costs and look at plans — some
just started off with the full application.

The majority of these online consumers appreciated that
they could apply online. They said they were used to
online bill paying, using computers for work, and getting
their news online. Of note, they did not voice any security
or privacy concerns about online enrollment.

Not everyone could apply online in their pre-
ferred language.

While English- and Spanish-speaking consumers
appreciated that they could enroll online, some of the
Mandarin- and Vietnamese-speaking consumers were
frustrated that they could not apply online in their
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primary language. Although not all of the Mandarin-
and Vietnamese-speaking consumers preferred online
enrollment, they want Covered California to create an
online application in their primary language. A Mandarin-
speaking woman who applied with a CEC (and was
found likely Medi-Cal-eligible) said an online application
in Chinese would have been easier for her. But she cau-
tioned that the online application would need to be in
a clear translation, preferably done by a first-language
Chinese speaker.

Other enrollment methods were used when
consumers encountered problems online.

At different points in the online process, some consum-
ers decided to use the Covered California call center
because they wanted to ask questions or because they
grew frustrated with website glitches. A small segment
of consumers in the study tried to solve their problems
online by using the chat function. Of those who used that
function, none were able to get a response or have ques-
tions answered even after numerous attempts. Most of
the consumers in the study began the process online, but
as a result of frustrations with the website, the call center,
or the chat function, not all of them finished the process
that way.

CHAT HELP FRUSTRAYION

— Los Angeles man
who applied for a QHP

Consumers had mixed results with the call
center.

Based on consumer comments, the call center was an
important resource. Some consumers, in fact, were able
to finish their application when on the phone with a
Covered California representative and they appreciated
the help. Getting to that point, however, was difficult and
time consuming.

Consumers mentioned long waits on the phone (up to
an hour and a half). People recounted having to call mul-
tiple times before getting through to someone. These
experiences were the norm for those who contacted
the call center and provoked some of the most nega-
tive responses about the enrollment process. However,
once they got through to a customer service agent, many
said they had a positive experience. Consumers found
the person to be patient, friendly, and, for the most
part, informative; they were able to have their questions
answered.

CALL CENTER DELAYS

— Spanish-speaking Los Angeles woman
who applied for a QHP

Experiences using CECs or insurance agents
were positive.

Many consumers who worked with CECs and insurance
agents were satisfied with that experience. They appreci-
ated the ability to ask questions and to learn that they
were completing the application correctly. Non-English-
proficient consumers were particularly appreciative of
the hands-on help, saying that they were nervous about
the application process and that working with a CEC
or agent in their own language was reassuring. None
reported long waits or delays when using a CEC or agent
— at worst, they had to make an appointment and were
seen a few days later. All felt their CECs and agents were
knowledgeable and helpful. The only negative comment
made about CECs and agents was that some consumers
— mainly those who enrolled online — did not know
about them and would have liked to have this option.

A Los Angeles Latina said she “actually was motivated to
[enroll]” because a CEC reached out to her, provided her
with information, and said she would help.
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Regardless of how consumers enrolled,

many found answering income questions to
be difficult.

There were parts of the application process that posed
more difficulty for consumers than others. One of those
was income information. People with fluctuating income
— who work on commission, are self-employed, are
involved in seasonal work, or are paid in cash — seemed
to struggle the most. They found it hard to project future
earnings or figure out an average income. Those paid in
cash wondered how they would be able to show proof
of income (this was a particular concern for Latino con-
sumers). A few admitted that they had guessed at their
incomes when applying for a plan through Covered
California and others revealed that they had put in dif-
ferent figures in order to see which income amount gave
them the best insurance price. Some of these consumers
were unaware that they might have to pay back part of
their tax credits if they underreported their income.

Documentation requirements were
challenging.

A few consumers said they were surprised that they
needed to provide proof of income or tax returns — they
thought this information could be gathered online. Many
during the study complained about the sheer amount
of paperwork they needed to provide and some said
they had not been prepared to provide so much docu-
mentation when they started the application. Some who
enrolled in QHPs and thought they had successfully
completed the process received a letter from Covered
California telling them their enroliment was conditional
until they provided additional documentation. This
unsettled consumers who thought they had completed
the enrollment process.

Those who were found likely eligible for Medi-Cal
reported they had to supply much more documentation
than those applying for QHPs reported supplying. Often
these Medi-Cal applicants said they needed to provide
proof of income, tax returns, immigration documenta-
tion, proof of residence, and more.

Qualified Health Plans
The following were enrollment challenges specific to
consumers who applied for QHPs.

Choosing a plan was hard, and those less
experienced with health insurance faced the
most problems.

Consumers found the part of the application where they
chose a health plan to be daunting. Some admitted that
they were not prepared at that moment to make a choice
and so just chose a plan “for now,” thinking they could
change plans at a later point. A few felt they were given
too many health plan choices and were overwhelmed,
or found the various costs they were presented with to
be confusing. This was particularly true of those who
had less experience with health insurance. While most
understood the monthly premium, some were confused
by cost-sharing components such as deductible, copays,
and out-of-pocket limits.

Some consumers wanted to base their plan choice on
their current doctors — i.e., choose a plan that would
allow them to continue to see their same doctors. But
when they tried the doctor search function, it did not
work or they could not find their doctor. A few prepared
in advance by calling their physicians and asking which
plans they accepted, but others did not and chose plans
without knowing if they would be able to continue with
their same doctor.

Premium cost was the main driver for many.
Even though some were confused by the different cost
components, they all understood the monthly premium
amount and for many this was the deciding factor in their
plan choice. Seeking an affordable monthly premium
meant that a few consumers opted for high-deductible
Bronze plans because of the low monthly costs. But the
majority of those in the study chose Silver plans because
they found the monthly premium reasonable and these
plans had a lower deductible and more comprehensive
coverage than the Bronze offerings.

PREMIUM COST

— Oakland man who applied for a QHP
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A few reported that the initial costs they

were quoted were lower than the actual costs
they saw once they moved further into the
application.

In a few instances, consumers were surprised and frus-
trated when their initial cost estimates from the Shop and
Compare tool or calculator on the Covered California
website were lower than the actual costs that appeared
later in the full application. A handful of consumers felt
this was done purposely to encourage them to enroll.
Others looked at the initial cost figures as just rough esti-
mates and the later costs as based on the real income
and household size information they provided.

Consumers were mixed on whether their new
plan was affordable.

Unsurprisingly, the lower the premium, the more likely
consumers were to find it affordable. Some consumers
found premiums up to about $200 per month to be a
“good deal.” Past experience paying a monthly premium
was a big factor in this discussion. Those not used to pay-
ing for insurance seemed to struggle more with the cost.
This was especially true of those who were healthy and
younger. Those who had previously looked at the price of
insurance on the private market or had been paying for
COBRA were more likely to see QHP costs as reasonable.

PLAN AFFORDABILITY

There was confusion about how to use insur-
ance once enrolled.

For some first-time health insurance consumers, the
Covered California enroliment process left them unsure
how to use their insurance once they were enrolled. They
did not know how to find a doctor, they were not clear
about what kind of costs they could incur, or they did not

know what medications were covered or what hospitals
were in their network.

Medi-Cal
The following were enrollment issues specific to those
consumers who were found likely eligible for Medi-Cal.

Many were surprised to learn they qualified
for Medi-Cal, and while pleased about free
and low-cost coverage, some worried about
lower quality care.

Some consumers went into the enroliment process sus-
pecting they would be eligible for Medi-Cal, and a few
had been enrolled in Medi-Cal before and hoped to
enroll again. But others in the study had no experience
with Medi-Cal and were surprised when they were told
they might be eligible. Most were happy about this news,
especially due to the $0 premium. Others, though, had
mixed feelings. These consumers believed that Medi-Cal
has a stigma. They worried that they would have difficulty
accessing quality doctors. Some of these consumers said
they would have preferred to pay a premium for a private
plan rather than have free Medi-Cal. These responses

- were in the minority, however, and overall the response

to Medi-Cal eligibility was positive.

The enrollment process for Medi-Cal was
confusing and slow.

Most of the consumers in this study found enrolling in
Medi-Cal through Covered California to be difficult. Those
applying online through Covered California explained
that after inputting their personal and financial informa-
tion, they were informed they might qualify for Medi-Cal
and were told that they would be contacted by Medi-Cal.

MED!-CAL CCNFUSION
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Consumers were frustrated and surprised that they could
not proceed any further with the online application. They
could not choose a plan or get a real-time confirmation
of their enroliment, and they were not told how and when
they would be contacted about their Medi-Cal eligibility.
Such delays and uncertainties were not what they had
expected when they started the enrollment process.

Many said they had to wait weeks — and
some were still waiting — to hear back from
Medi-Cal, and did not know how to follow-up
or whom to call.

Waiting to hear back from Medi-Cal was frustrating for
many consumers. Some did not know how to track their
application or push it forward. Additionally, they did not
know when they were supposed to be contacted. They
were unclear whom to follow-up with or who was in con-
trol of their application, Medi-Cal or Covered California.
A few reached out to their CEC to ask about their appli-
cation but were told to sit tight and wait. Others reached
out to a Medi-Cal county office and were also told to wait
to receive information in the mail. This frustrated con-
sumers who disliked feeling powerless and passive. They
felt bounced around between Covered California and
Medi-Cal and found the process baffling.

A letter from Covered California confused
matters.

During the waiting period to hear from Medi-Cal, some
consumers said they received a letter telling them they
“did not qualify for Covered California” and this con-
fused them. A number of CECs confirmed that this letter,
sent from Covered California, caused confusion. These
CECs explained that they received calls from many of
their clients who asked for an explanation after receiving
this letter. CECs said that part of the problem was that
clients had not read the whole letter — they had not seen
that the letter also indicated that they “may qualify for
Medi-Cal.” For example, a Bakersfield CEC who works
with the Latino community (mainly Medi-Cal-eligible
consumers) explained that some of her clients became
angry with her when they received this letter, saying “You
told me | qualified!” She had to calm them down and
tell them to read further down the letter to see that they
might qualify for Medi-Cal. CECs said letters such as
these should be more clearly written.

Some Latino consumers, in particular, worried
about losing their home if they enrolled in
Medi-Cal.

Many Latino consumers in this study were confused about
asset repossession and Medi-Cal. While estate recovery
can be a real issue for some individuals 55 and older,
concerns about “losing their homes” seemed more wide-
spread among the participants in this study. A few CECs
believe that this anxiety about losing their home could
be causing some Latinos to avoid applying for Medi-Cal
or even from considering Covered California.

FEAR OF HOME FORFEIT

Post-Enrollment

This section looks at where consumers stood following
the enrollment process: whether they had received con-
firmation that they had enrolled successfully; whether
they still needed to take additional enrollment steps;
whether they had their new insurance card; and whether
they had started to use their health insurance.

Many of those who successfully enrolled in
health coverage through Covered California
felt relief, “in control.”

Most enrolled consumers were thankful for their cover-
age and the peace of mind it brought. They had entered
the process wanting insurance and they got it. Some had
previously given up hope of finding affordable health
insurance, especially those with long-term medical con-
ditions, but now were insured. ”I definitely have more
peace of mind you know... | do not want to be broke
the rest of my life because of some unfortunate accident.
And so | feel like now | have a little bit of a safety net,”
said a woman from Oakland who enrolled in a QHP.

A few consumers who were uninsured before enrolling
noted that they now felt more in control of their health.
Even if they did not immediately schedule an appoint-
ment with a doctor or use their insurance in some other
way, they felt good knowing they were “in the driver's
seat.”
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For some, there was still uncertainty about
health insurance status.

Some consumers felt in limbo even after the enroll-
ment process. They were still waiting to hear back from
Medi-Cal or receive final confirmation that they were
enrolled in a QHP. They wondered if they would need
to provide additional documentation, were unsure if they
had submitted their application correctly, or worried that
their application was lost.

Some had started to use their coverage.

At the time of this study, a few consumers had already
used their insurance to pay for a prescription medication
or schedule a physical. Others had already seen a doc-
tor. “I actually have already used the plan. | went to a
dermatologist. | have been procrastinating for years and |
just had biopsies done and so | personally think it is great
[that | have insurancel,” said an Irvine QHP enrollee.

No one had encountered any access problems. A
Spanish-speaking Los Angeles woman who enrolled in a
QHP had no issues. “l was getting really bad headaches
and | went to the doctor. | gave them my insurance card
and in 10 minutes | was attended to.”

SENSE OF SECURITY
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— Los Angeles woman who enrolled in a QHP

Not all were in a rush to use their insurance.
At the time of their interview or focus group, a few con-
sumers still needed to find a provider. Others had no
immediate health care needs and had enrolled in insur-
ance simply to have it in case of an emergency or to
comply with the mandate and did not feel compelled
to get preventive care. One consumer who had a high-
deductible plan reported that she would continue to go
to a low-cost health clinic in order to avoid the higher
costs she would have to pay if she used her insurance.

Some planned to see a doctor as soon

as they received their insurance card, to
address ongoing medical needs or to get a
long-overdue check-up.

Some of the consumers were anxious to start using their
insurance and were just waiting for their insurance card.

Specific health issues had been weighing on them and
could now be addressed. Some in the study had not had
a check-up in years and were looking forward to preven-
tive care. "l will probably schedule an appointment with
my doctor... | usually go get an annual physical and |
have not been for a little while,” said an Oakland woman
who enrolled in a QHP.

Consumers want more follow-up once they
complete the enroliment process and a
resource 1o answer questions about their
insurance.

Even after they had insurance or would have it soon,
questions lingered in the minds of some consumers about
their plans and how to use them. While they knew they
could turn to their health insurance company, some still
wanted other unbiased resources and thought Covered
California should provide these.

Feedback from Counselors

This section provides feedback from 32 CECs about
the Covered California enroliment experience. These
individuals offered insight into their own experiences as
enrollment assisters, including their thoughts about the
diverse consumers they serve.

Most CECs did not feel well-trained.

Many CECs were critical of their training process. They
felt the trainers were poorly informed, constantly need-
ing to refer to the training manual. Most CECs did not
receive training with the actual Covered California web-
site — the first time some used it was when they tried
to enroll their first client. Most said they did not discuss
real-life scenarios during the training or work through
difficult cases to prepare them for what enrollment was
really going to be like. “We were given a binder... | felt
like it was a read-along... | felt like maybe if they had the
actual computer there and we could actually work hands-
on... we would have encountered all these problems or
questions we have now,"” explained a female CEC from
Los Angeles.

CECs felt they had to learn on the job once they started
enrolling clients. Most acknowledged they initially made
a lot of mistakes and had to rely on their own creativity or
help from other CECs to find solutions. Some CECs said
they still felt on their own without support from Covered
California.
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The new CEC helpline was making a
difference.

The first CEC focus group was held on Feb. 4th and at
that time there was no dedicated helpline for CECs to call
if they had a question about a client's application. The
CECs in that focus group spent a lot of time describing
how they had to use the same call center phone line as
consumers and had long waits in the same queue while
clients waited restlessly next to them. Some acknowl-
edged that rather than wait, they just figured out answers
themselves. The CECs strongly urged that Covered
California create a helpline just for them to get answers
in a more timely way.

Covered California did create a dedicated helpline for
CECs soon after that focus group and, according to
CECs, it made a difference. Some CECs in the three fol-
lowing focus groups said that they had started to use the
helpline and that through it they were able to get the
backup and support they had wanted since the start of
open enrollment.

CEC MEDI-CAL ASSISTANCE

they

Medi-Cal enrollment presented problems
for many CECs.

While some of the CECs in this study had prior Medi-Cal
or Healthy Families enrollment experience, others did
not and lacked information about Medi-Cal. Even those
reporting substantial Medi-Cal knowledge felt limited in
what they could do to help a Medi-Cal applicant through
the process. They said this is because once a consumer
is identified as likely to be eligible for Medi-Cal, the case
goes to the applicant's county social services department
to be processed for final determination. At that point,
CECs felt they had limited ability to help the client. A
few said they could not even track the application online
once it left their office.

A letter from Covered California
designating CECs as the main contact for
Medi-Cal clients frustrated some CECs.
CECs said that a standardized letter informing Medi-Cal
enrollees they did not qualify for a QHP under Covered
California also designated the CEC as the main contact
for the client. CECs’ frustration with this letter was that
they were not forewarned about it. Many said they had
clients calling them out of the blue asking about the sta-
tus of their Medi-Cal application. CECs said they were
not comfortable being the main contact for Medi-Cal
applicants because they could not access information
about consumers’ Medi-Cal cases.

Some CECs struggled with the
documentation requirements of enroliment.
Obtaining the right documentation was sometimes dif-
ficult and confusing for CECs. Some said they were not
always sure what was required. Asking for and obtaining
income verification and proof of immigration and resi-
dency were the biggest roadblocks, according to these
CECs. They said many of their clients had difficulty find-
ing this documentation, particularly proof of income.

Certified Insurance Agents

The study also included interviews with two Certi-
fied Insurance Agents. They reported having many
of the same concerns as CECs, including:

» Facing challenges with helping Medi-Cal clients,
reporting unfamiliarity with the program; they
also revealed that many of their peers do not
help people apply for Medi-Cal because they do
not receive any commission for such help but are
financially incentivized to focus on QHP appli-
cants

» Being frustrated with the documentation require-
ments and the lack of effective training
» Wanting a dedicated helpline just for agents, to

reduce their wait times at the call center, like the
CEC helpline
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Key Populations

Of the 71 consumers in this study, 24 were Latino (18
of whom primarily speak Spanish), eight were Chinese
American (all of whom primarily speak Mandarin), and
four were Vietnamese American (three of whom primar-
ily speak Vietnamese). This section offers insights into
the Covered California enrollment experiences of these
diverse consumers, many of whom speak a primary lan-
guage other than English.

Latino Consumers

Many Latinos heard about Covered California
from Spanish-language advertising, as well as
from news reports and word of mouth.
Television and radio advertising was the main way in
which many Latino consumers in this study said they
initially heard about Covered California. They saw both
English- and Spanish-language advertising about the
new marketplace. The .news and word of mouth from
family members and friends in their community also
played a significant role in raising awareness. Despite
this, knowledge of Covered California and new coverage
options was not deep for most of the Latino consumers in
this study. Like other consumers in the study, they lacked
knowledge about the various ways to enroll, about finan-
cial help, about the Medi-Cal expansion, and about how
insurance works.

The Spanish-language version of Covered
California’s website, though not perfect, was
an important resource.

A functional Spanish-language version of the Covered
California website was a marked advantage Latinos had
when compared with others in this study whose primary
language was not English. A few found the terminology
and Spanish translation to be confusing, in some cases,
but liked the site overall. Latino consumers liked enter-
ing the application process through the online portal,
and while some of them finished the enrollment process
another way, the online application was a useful educa-
tional resource. They were grateful to have the online
option, to shop and compare beforehand and to see
their choices before enrolling.

Many Latino consumers had existing relation-
ships with community centers and medical
clinics that put them in touch with CECs.

Many Latinos in the study worked with CECs to enroll,
in large part because of their existing relationships with
local health clinics. Latinos who applied this way found
the CECs extremely helpful. Most seemed to prefer to
enroll in person, to ask questions, to hear reassurances,
and to feel confident they were applying correctly. None
reported difficulties finding a CEC who spoke Spanish
and they appreciated being able to work with a Spanish-
speaking CEC.

CECs also helped alleviate the anxiety around income
verification and immigration status that some Latinos
had. Some CECs mentioned that their Latino clients
feared their application information would be shared
with other government agencies and could lead to immi-
gration problems for their family members. The trust that
Latino consumers had with ‘their CECs, in some cases
built through long-standing relationships with clinics,
made the process less daunting.

A Latina QHP enrollee in Los Angeles found in-person
assistance made the process easy. She said she was
old-fashioned and “came from a time from before [you
could] pay bills on computers.” She preferred to speak
with people in person; she believed it made asking ques-
tions easier. The woman was able to find an enrollment
assister who spoke both English and Spanish. Although
she decided to speak in English during the meeting, it
made her feel better knowing the assister could speak
both languages. She was grateful that in-person help was
so accessible and she successfully chose a Bronze plan.

Immigration status, income information, and
concerns about losing their home if they
enroll in Medi-Cal were barriers for some
Latinos.

Latinos whose families have mixed immigration status
reported more worries during the enrollment process
than others did. They found it difficult to answer immi-
gration questions and supply Social Security numbers for
all immediate family members, even those who were not
applying for coverage. They worried about who would
be seeing this information and if it could get family mem-
bers in trouble. 1 think it might be a trap to get illegal
immigrants to apply,” said a Latina from Bakersfield,
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recalling her initial worries about completing the Covered
California application.

A few Latino consumers also had trouble with providing
reliable income information. Some were paid in cash and
others had fluctuating income, so projecting their future
eamings and supplying acceptable income verification
was difficult. And as discussed earlier in this report, there
were concerns among Latino consumers about Medi-
Cal's ability to reclaim assets such as a house, which
made many nervous about applying.

Mandarin-speaking Consumers

Some Mandarin-speaking consumers had
been putting off getting insurance.

Most of the eight Mandarin-speaking participants in
the study had been uninsured for extended periods of
time. Those who immigrated in recent years explained
that they purposely stayed out of the health care market,
mostly due to high costs. Health insurance is something
they did not know much about and figured they could do
without for a while. Some also mentioned being “their
own doctor” and self-treating illnesses with home reme-
dies and over-the-counter medications during this period
without insurance. But they saw Covered California as a
good opportunity to finally have health coverage. They
particularly wanted preventive care and they had a sense
that coverage might now be affordable.

Awareness about Covered California lagged,
in part, because of language barriers.
Mandarin-speaking consumers in this study said they
learned about Covered California through the news and
word of mouth from friends, family, and others in their
community. Some had also seen Chinese-language print
materials and thought they had heard radio ads in their
primary language. But these consumers felt that others
in their community had little understanding of Covered
California and Obamacare beyond the name recognition.

These consumers believed the knowledge gaps were
due to language barriers. They did not think there was
enough in-language outreach to their community. “You
could have some Chinese pamphlets... At least you
could have some basic information on there,” suggested
a Mandarin-speaking woman in Oakland who was a
Medi-Cal applicant. Others recommended placing more

Chinese-focused materials at local supermarkets, neigh-
borhood restaurants, and local activity centers that serve
their community.

LANGUAGE BARRIER

— Mandarin-speaking woman in Oakland
who applied for QHP

Some Mandarin-speaking participants were
frustrated they could not apply online in their
primary language.

Unlike English- and Spanish-speakers, Mandarin-
speaking consumers in this study were unable to apply
online in their primary language. This was frustrating and
made enrolling more difficult. Without an online option,
some turned to a friend or family member who was pro-
ficient in English to help them enroll. Others worked with
CECs in their local community health centers, or had an
insurance agent from their community help them with the
application.

A Mandarin-speaking woman in Oakland who applied
for a QHP explained that she learned about Covered
California — and that she would qualify for health insur-
ance — from her sister-in-law. She went to her local clinic
to learn more about it, then her husband went to the
website to look for insurance. However, it was difficult
for them because they are not proficient in English. Her
sister-in-law had to walk them through the website, trans-
lating along the way. The woman also had an agent come
to the house for further assistance. Even after enroll-
ment, though, she felt she did not understand her plan.
Without an interpreter, she could not read about her own
insurance; she had to rely on her sisterin-law for help.
She also said that she had received letters in English from
Covered California and her health plan, which she could
not understand without translation assistance.
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Vietnamese-speaking Consumers

Awareness of Covered California was low, and
word of mouth was key.

The Vietnamese-speaking consumers in this study
said they heard about Covered California through
a combination of word of mouth, the news, and
Vietnamese-language radio ads. Still, at the time of
this study awareness and understanding of Covered
California was low in this community. There was name
recognition, these consumers reported, and knowledge
that there might be new health coverage available, but
beyond this, these consumers felt their community had
large awareness gaps.

These consumers tended to be uninsured for long peri-
ods before applying for coverage through Covered
California and there was a lack of familiarity with health
insurance. However, these consumers considered
Covered California an opportunity to finally have afford-
able health care coverage.

Language was a barrier to enroliment.

The inability to apply online in their primary language
was a barrier to some Vietnamese-speaking consumers.
They wanted the option of online enrollment, or at least
the ability to shop and compare their options online in
their primary language before applying.

Some used a family member or friend to apply for them
in English. Others worked with a CEC who spoke their
primary language. However, they faced a continuing lan-
guage challenge — the consumers were unable to go
back into their accounts once they were created because
they could not read English proficiently.

A 50-year old Vietnamese-speaking man in Irvine had
heard about Covered California from Vietnamese news-
papers, and also had spoken with friends and co-workers
about it. He would have preferred a Vietnamese-language
website, but still tried to enroll online. He encountered
many problems — glitches, webpage freezes — but was
successful after multiple attempts. The application was
finished in November, and he was identified as likely
Medi-Cal-eligible. However, as of February he had yet to
get his health insurance. He was asked to provide addi-
tional documentation, such as his California identification
and proof of citizenship, but had not heard back. Three
months after applying, he still did not know when he
would be enrolled in Medi-Cal.

Improvement Ideas

The following are ideas to improve the Covered California
enrollment process that either come directly from the
participants in this study or are inspired by the comments
they made.

Open the Door Wider

Consumers and CECs suggested changes that would
improve access to enrollment by “opening the door
wider,” which would address some of the biggest causes
of consumer frustration. In this regard, they suggested
Covered California:

» Reduce wait times for the customer service call
center, give callers a sense of the wait times so they
know what to expect, and extend the hours of the
call center so that it is accessible 24/7.

P Raise awareness about CECs and Certified Insurance
Agents; this would entail more public education
about CECs and agents and making this information
more prominent on the Covered California website.

» Give non-English-proficient populations access to
online enrollment by translating the online applica-
tion into multiple languages.

» Shorten the Medi-Cal processing time — most felt
four to six weeks processing time was too long, and
many would like Medi-Cal enroliment to happen in
real time, just like with the QHP enrollees.

Improve Communications with
Applicants

Many consumer and CEC criticisms of the Covered
California enrollment process focused on communica-
tions. These study participants suggested that Covered
California improve how it communicates with consumers
to reduce confusion and to set expectations. Specifically,
they recommended that Covered California:

» Clearly inform consumers about documentation
requirements before they start the application; CECs
also wanted clearer guidelines about documentation

» Send follow-up letters in appropriate languages

» Simplify language in all communications and put the
most vital information first, to avoid confusion
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» For those identified as likely eligible for Medi-Cal,
clearly explain the enrollment process, the wait times,
the appropriate contact people, and how individuals
can track the status of their applications.

Improve Website Usability

Many consumers and CECs wanted enhancements to
the Covered California website. They wanted Covered
California to:

» Improve the online chat function; some preferred
this to telephone or in-person assistance

» Improve the provider search function, making sure
it is up-to-date, as an important way for consumers
to select health plans

» Give clearer instructions about how to calculate
income, which is especially important for those
whose income fluctuates

Address Knowledge Gaps and
Misperceptions

Many consumers felt that awareness of the details of
Covered California was still low. They suggested more
effort be made to educate consumers, particularly those
who face language or cultural barriers to enroliment. In
particular, they suggested that Covered California:

» Address immigration status concerns and asset
repossession worries (as expressed particularly by
Latinos in this study)

» Conduct more in-language outreach to Mandarin-
and Vietnamese-speaking communities

» Create resources for consumers that explain the dif-
ferent costs consumers incur with health coverage

Support CECs and Agents

The CECs and Certified Insurance Agents wanted more
training and support to do their jobs better. Specifically,
they recommended that Covered California:

» Provide refresher training for CECs and agents
that would address real-life scenarios and offer
problem-solving exercises

» Create a feedback loop for CECs to share
experiences and lessons from the field

» Create an agent-specific hotline, like that
created for CECs

Making Progress

Since this research was conducted, Covered Califor-

nia has reported a number of improvement efforts

underway:

» Hiring 350 additional Covered California service
center employees

» Increasing bilingual Spanish speaking staff

» Increasing online chat resources, including
adding Spanish chat

» Expanding telephone line capacity for the
service center

» Posting the Qualified Health Plan application in
Spanish, Chinese, Vietnamese, and Korean on
the Covered California website

» ‘Adding consumer information on Covered
California website including searchable
Frequently Asked Question page

» Requiring agents and CECs to complete
annual re-certification training

» Creating a dedicated help line for Certified
Insurance Agents
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AT A GLANCE:

As of March 1, 2014, the Affordable Care Act’s (ACA) Health Insurance Marketplaces had enrolled 61 percent of 2014
projected nationwide enroliment of subsidized and unsubsidized individuals, as derived from the Urban Institute’s Health
Insurance Policy Simulation Model. On March 27, the Department of Health and Human Services announced that
enrollment had surpassed 6 million nationally, more than 86 percent of projections for the year. Our estimates rely upon
the March 1 enrollment numbers, however, the most recent to include state specific figures.

State-Based Marketplaces (SBMs) have been more successful in reaching projected enrollment levels than have the
Federally Facilitated Marketplaces (FFMs): by March 1, SBMs had enrolled 76 percent of the enrollment projected to

occur by December 31, 2014, compared to 54 percent for FFMs.

e Within SBM and FFM categories, enrollment relative to projections varies tremendously.

e Similarly, Marketplaces had enrolled 63 percent of the subsidized population expected to enroll in 2014; again, SBMs
had significantly higher enrollment rates than FFMs (82 percent versus 55 percent).

e As of March 1, Marketplaces had enrolled 24 percent of projected 2016 enrollment and 13 percent of their target
population (pre-reform nongroup insurance enrollees and uninsured individuals ineligible for public insurance or
affordable employer-based coverage). All states will likely see substantial increases in enrollment in the coming years.

INTRODUCTION

As the first open-enrollment period for the new Health
Insurance Marketplaces (HIMs) draws to a close, it is
important to measure each state’s progress. In this brief
we compare the enrollment numbers as of March 1, 2014
(the most recent release to include state specific figures),
to projected enrollment in 2014 and 2016 and estimates

of the number of people eligible for HIM subsidies.! The
comparisons to projected enrollment complement recently
released comparisons to eligibility from the Kaiser Family
Foundation by adjusting for expectations about the share
of eligibles who would enroll.2 The enrollment projections
reflect the fact that different members of the potential HIM
population (those with pre-ACA nongroup insurance and the
uninsured without access to public insurance or affordable
employer-based insurance) are likely to enroll at different
rates. For example, those with health problems and those
eligible for more financial assistance are more likely to enroll
than the healthy and those eligible for little or no subsidies.

We also separate those eligible for subsidized coverage in
the Marketplaces and compute their enroliment rates by
state. Those eligible for subsidies will make up most HIM
enrollees, and subsidies are available only with the purchase
of a Marketplace plan. Enrollment of those receiving
subsidies as a share of all those eligible for subsidies is

an important measure of Marketplace success, since

similar unsubsidized plans are also available outside the
Marketplace for higher-income purchasers.®

The end of the first open-enroliment period on March 31
was not the end of 2014 Marketplace enrollment. Some
states as well as the federal government have expanded
enrollment periods to accommodate those reporting
difficulties using the new online enroliment systems. In
addition, many people will experience a qualifying event—
such as the birth of a child, divorce, significant change in
income, or the loss of insurance through an employer—
during the course of the year and will therefore be allowed
a special open-enroliment period. Thus, HIM enrollment
numbers are likely to continue to increase throughout the
year. Therefore, we will regularly update and compare
actual enrollment numbers with our projected 2014 and
2016 enrollment estimates, as well as our estimates of the
subsidy eligible population.

The brief relies upon analysis of the Health Insurance Policy
Simulation Model-American Community Survey version
(HIPSM-ACS). The model is based upon ACS data from
2009, 2010, and 2011 to obtain representative samples

of state populations and their pre-ACA implementation
insurance coverage. We identify the target population

for Marketplace enrollment—the population that the
Marketplaces are designed to cover—as (1) those who



would be covered by a nongroup plan even in the absence
of the ACA; and (2) those who would be uninsured in the
absence of the ACA, are not eligible for public coverage,
and do not have affordable access to coverage through
their own or a family member’s employer. Undocumented
immigrants are excluded from the target population as the
ACA prohibits their enrollment in Marketplace coverage.

HIPSM simulates individual and family health insurance
enrollment under the ACA based upon eligibility for
programs and subsidies, health insurance coverage and
options in the family, health status, socio-demographic
characteristics, any applicable penalties for remaining
uninsured, and other factors.* Subsidy eligibility is
determined taking into account state decisions to expand
Medicaid under the law and access to employer-based
coverage. State-level estimates of target populations,
subsidy-eligible individuals, and projected enrollment result
from aggregated individual- and family-level estimates for
those residing in each state.

In the results described below, we compare the latest state
specific enrollment data released by the US Department of
Health and Human Services with HIPSM-ACS projected
enrollment for 2014 and 2016 as well as estimates of the target
population. We also compare federal data on enrollment of

WHAT WE FOUND

As of March 1, 2014, the ACA’s Health Insurance
Marketplaces had enrolled 61 percent of projected 2014
nationwide enroliment of subsidized and unsubsidized
individuals, as derived from the Urban Institute’s Health
Insurance Policy Simulation Model (Table 1). On March
27, the Department of Health and Human Services
announced that enrollment had surpassed 6 million
nationally, more than 86 percent of projections for the
year. Our estimates rely upon the March 1 enrollment
numbers, however, the most recent to include state
specific figures. Projected enrollment for 2014 is about
one-third of projected equilibrium enroliment levels, which
are anticipated to be achieved by the end of 2016. The
most recent state-specific data indicate that 4.2 million
people had chosen Marketplace-based plans by March 1,
2014. However, some of these individuals will not pay their
premiums and, as such, will not be covered by Marketplace
plans during 2014.5 Enrollment numbers have increased
markedly through the end of March and will still increase
throughout the year because of special enrollment periods.

individuals (not available for all states) to HIPSM-ACS estimates
of the number eligible for subsidies in each state. The 2016
estimates represent expected levels of enrollment once the
Marketplaces have been operational for three years and all
early enrollment problems have been overcome, and once
knowledge and understanding of the law’s coverage options
and financial assistance have spread more widely than can be
expected at the start of a new program.

We project 2014 enrollment by scaling down the 2016
estimates by the same proportional amount for each

state, reaching a total Marketplace enrollment of 7

million, consistent with the initial estimate released by the
Congressional Budget Office (CBO). While CBO subsequently
revised its projection of 2014 enrollment downward after
problems with the launch of the Marketplaces, our aggregate
2014 projections remain at 7 million; so, our estimates of
state progress in actual enrollment relative to expected
enrollment reflect their differential challenges with the new T
systems. Had we scaled back the 2016 projected enrollment
levels to 6 million, as CBO did, the progress toward 2014
expected enrollment would have been greater nationally and
in each state. Preliminary indications on March 31 suggest
that the original estimate of 7 million may have been reached
by the end of the open enrollment period, although an official
tally was unavailable at the time of this brief’s production.

State-Based Marketplaces have been more successful
in reaching projected enroliment levels than have

the Federally Facilitated Marketplaces: by March 1,
SBMs had enrolled 76 percent of enroliment projected
to occur by December 31, 2014, compared to 54
percent for FFMs. The 17 states that developed their own
Marketplaces have together enrolled 1.7 million people

in their plans. Another 2.6 million people have enrolled in
federally run Marketplaces. New Mexico and Idaho are
administering their own Marketplaces but are currently
relying on the federal IT system for eligibility determination
and enrollment.

Within SBM and FFM categories, enroliment relative to
projections varies tremendously. Three of the 17 SBMs—
Vermont, Connecticut, and the District of Columbia—have
already exceeded projected 2014 enrolliment figures; Rhode
Island and California have reached 98 and 96 percent,
respectively, of their projected first-year enrollment. Other
SBMs have had slower enrollment starts; Hawaii and
Massachusetts, for example, have enrolled 25 percent or



less of their first-year projections because of significant

IT system challenges. However, these two states have
the lowest shares of uninsured nonelderly residents in the
country, owing to state implemented reforms before the
ACA, and they will rely on their prior systems to maintain
high levels of coverage during their challenging transitions
to ACA-compliant IT environments.

In contrast, none of the 34 FFM states had met 2014
enrollment projections by March 1, and only four had
enrolled more than 70 percent of the state-specific
projections (North Carolina, Michigan, Florida, and Maine).
Twenty FFMs had enrollment rates below 50 percent

of projections.

Similarly, Marketplaces had enrolled 63 percent of

the subsidized population expected to enroll in 2014;
again, SBMs had significantly higher enroliment rates
than FFMs (82 percent versus 55 percent). Vermont,
California, Rhode Island, and Connecticut all enrolled more
than the projected 2014 enrollment of subsidized individuals
by March 1, 2014 (Table 2). Among FFMs, subsidized
enrollment relative to expectations for 2014 have been
highest thus far in North Carolina, Michigan, Florida, Maine,

ENDNOTES

1. This brief does not address Medicaid enrollment.

2. Levitt L, G Claxton and A Damico, “How Much Financial Assistance Are People
Receiving Under the Affordable Care Act?” KaiserFamily Foundation, March 2014,
http://kaiserfamilyfoundation.files.wordpress.com/2014/03/8569-how-much-
financial-assistance-are-people-receiving-under-the-affordable-care-act1.pdf

3. Vermont and the District of Columbia are exceptions since their Marketplaces will be
the exclusive markets for nongroup insurance there.

and Wisconsin, all of which have enrolled upwards of
70 percent of first year projections.

As of March 1, Marketplaces had enrolled 24 percent
of projected 2016 enrollment and 13 percent of their
target population (pre-reform nongroup insurance
enrollees and uninsured individuals ineligible for public
insurance or affordable employer-based coverage). All
states will likely see substantial increases in enrollment
in the coming years. In 2016—by which knowledge of the
ACA, its requirements, and coverage options is expected to
be similar to the long-run equilibrium situation—projected
Marketplace enrollment was estimated to be 2.5 times

that in 2014. Vermont has already enrolled 70 percent of
its projected 2016 enroliment, the leader among all the
Marketplaces by a wide margin. Vermont also leads the
states in Marketplace enrollment of subsidized individuals,
having enrolled more than 65 percent of the subsidized
population projected to enroll by the end of 2016. The vast
majority of the states, including 12 of the 17 SBMs and

all the FFMs, have yet to enroll one-third of their projected
2016 numbers, providing considerable evidence for the
ongoing need for continued education, outreach, and
enrolliment assistance efforts over the coming years.

4. See “The Urban Institute’s Health Microsimulation Capactilities,” available at http://
www.urban.org/publications/412154.html for an overview of HIPSM. For a more
detailed description of the model, see “Health Insurance Policy Simulation Model
(HIPSM) Methodology Documentation: 2011 National Version,” available at http://
www.urban.org/publications/412471.html.

5. Secretary of Health and Human Services Kathleen Sebelius has been quoted
indicating that insurers report that 80 to 90 percent of enrollees are paying their first
month’s premiums. See Robert Pear, “Health Care Signups Reach Frenzy in Final
Day to Enroll,” New York Times, March 31, 2014.
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Table 1: Marketplace Enrollment Progress, by Marketplace Type

Enrollment as of March 1, 2014 in State Based Marketplaces

2) ) (5 =4/1) (6 = 4/2) (VEXE))

(1) Total 3) March 1. 2014 March 1,2014 | March 1,2014 | March 1, 2014

Projected 2014 | Marketplace Projected 2016 ¢ Enrollmentas | Enrollmentas | Enrollment as

Marketplace Target Marketplace ﬁfﬁf;ﬁ’:ﬁ? a Percent of a Percent of the | a Percent of

Enrollment Population Enrollment Data Projected 2014 | Total Target Projected 2016

for 2016 Enrollment Population Enrollment

Vermont 14,000 52,000 35,000 24,326 178.9% 47.0% 70.2%
District of Columbia 6,000 31,000 19,000 6,249 108.8% 20.0% 33.1%
Connecticut 57,000 241,000 162,000 57,465 101.0% 23.8% 35.5%
Rhode Island 19,000 75,000 48,000 18,902 97.9% 25.3% 39.1%
California 906,000 3,332,000 2,357,000 868,936 95.9% 26.1% 36.9%
ldaho 57,000 267,000 142,000 43,861 77.3% 16.5% 31.0%
New York 321,000 1,295,000 811,000 244,618 76.3% 18.9% 30.2%
Washington 147,000 572,000 373,000 107,262 73.1% 18.8% 28.7%
Kentucky 81,000 307,000 196,000 54,945 68.0% 17.9% 28.1%
Colorado 130,000 497,000 351,000 83,469 64.2% 16.8% 23.8%
Nevada 65,000 242,000 156,000 28,353 43.8% 11.7% 18.2%
Minnesota 75,000 331,000 223,000 32,030 42.6% 9.7% 14.4%
Maryland 91,000 397,000 250,000 38,070 41.8% 9.6% 15.3%
Oregon 94,000 350,000 232,000 38,806 41.5% 11.1% 16.7%
New Mexico 46,000 171,000 112,000 15,012 32.7% 8.8% 13.4%
Hawaii 19,000 86,000 47,000 4,661 25.1% 5.4% 9.9%
Massachusetts 88,000 396,000 255,000 12,965 14.8% 3.3% 5.1%
Total SBM 2,213,000 8,640,000 5,769,000 1,680,000 75.9% 19.4% 29.1%

continued on next page
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Table 1: Marketplace Enrollment Progress, by Marketplace Type continued

Enrollment as of March 1, 2014 in Federally Facilitated Marketplaces

2) (5=4/1) (6=4/2) (7 = 4/3)

o Total 6) )

March 1, 2014
Marketplace
Enrollment

Projected 2014 | Marketplace Projected 2016
Marketplace Target Marketplace
Enrollment Population Enrollment Projected 2014 | Total Target Projected 2016

for 2016 Data Enrollment Population Enrollment

March 1,2014 | March 1,2014 | March 1,
Enrollment as Enrollment as Enrollment as
a Percent of a Percent of the | a Percent of

2014

North Carolina 246,000 1,304,000 615,000 200,546 81.5% 15.4% 32.6%
Michigan 189,000 781,000 467,000 144,587 76.7% 18.5% 31.0%
Florida 594,000 3,177,000 1,437,000 442,087 74.5% 13.9% 30.8%
Maine 35,000 157,000 82,000 25,412 73.6% 16.2% 31.0%
New Hampshire 31,000 157,000 79,000 21,578 69.0% 13.7% 27.2%
Wisconsin 107,000 444,000 269,000 71,443 66.6% 16.1% 26.6%
Pennsylvania 267,000 1,439,000 677,000 159,821 60.0% 11.1% 23.6%
Virginia 175,000 941,000 451,000 102,815 58.9% 10.9% 22.8%
Montana 39,000 190,000 98,000 22,682 57.6% 11.9% 23.1%
Georgia 247,000 1,445,000 608,000 139,371 56.3% 9.6% 22.9%
Alabama 100,000 637,000 252,000 55,000 54.7% 8.6% 21.8%
Missouri 140,000 785,000 349,000 74,469 53.2% 9.5% 21.4%
[linois 215,000 897,000 566,000 113,733 52.8% 12.7% 20.1%
Tennessee 149,000 832,000 378,000 77,867 52.2% 9.4% 20.6%
New Jersey 154,000 603,000 396,000 74,370 48.4% 12.3% 18.8%
Utah 83,000 384,000 208,000 39,902 47.9% 10.4% 19.2%
South Carolina 117,000 657,000 283,000 55,830 47.8% 8.5% 19.7%
Delaware 14,000 60,000 34,000 6,538 47.0% 10.9% 19.0%
Arkansas 61,000 218,000 147,000 27,395 45.1% 12.6% 18.6%
Kansas 66,000 352,000 169,000 29,309 44.6% 8.3% 17.4%
Indiana 150,000 856,000 369,000 64,972 43.4% 7.6% 17.6%
Nebraska 50,000 244,000 136,000 21,578 43.1% 8.8% 15.8%
Texas 696,000 3,831,000 1,683,000 295,025 42.4% 7.7% 17.5%
Wyoming 18,000 84,000 45,000 6,838 38.6% 8.1% 16.1%
Ohio 205,000 796,000 498,000 78,925 38.4% 9.9% 15.9%
Mississippi 68,000 417,000 162,000 25,654 37.9% 6.1% 15.8%
Louisiana 122,000 735,000 305,000 45,561 37.3% 6.2% 14.9%
Arizona 160,000 569,000 391,000 57,611 36.0% 10.3% 14.7%
West Virginia 30,000 118,000 68,000 10,699 35.9% 9.0% 15.5%
Oklahoma 97,000 520,000 235,000 32,882 33.9% 6.3% 14.0%
Alaska 22,000 105,000 51,000 6,666 30.1% 6.4% 13.2%
lowa 54,000 218,000 145,000 15,346 28.3% 71% 10.6%
South Dakota 25,000 125,000 66,000 6,765 26.8% 5.4% 10.2%
North Dakota 20,000 73,000 54,000 5,238 26.2% 7.2% 9.8%
Total FFM 4,745,000 24,142,000 11,773,000 2,658,000 53.9% 10.6% 21.7%
National 6,958,000 32,781,000 17,542,000 4,238,000 60.9% 12.9% 24.2%

Source: Urban Institute projections based on the 2014 Health Insurance Policy Simulation Model using data from the American Community Survey (HIPSM-ACS 2014); Enrollment data
is as of Mar 1, 2014 from HHS (bttp://aspe.hbs.gov/bealth/reports/2014/MarketPlaceEnrollment/Mar2014/ib_2014mar_enrollment.pdf).

Note: The Marketplace target population for 2016 consists of three groups: those eligible for subsidies, those currently with nongroup coverage but who are ineligible for subsidies
or Medicaid/CHIP, and those currently uninsured who do not have access to employer coverage and who are ineligible for subsidies or Medicaid/CHIP; SBM=State-Based Marketplace;
FFEM=Federally Facilitated Marketplace.
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Table 2: Marketplace Subsidized Enrollment Progress, by Marketplace Type

Enrollment as of March 1, 2014 in State Based Marketplaces

(5=4/1) (6 = 4/2) (VEXE))
3) (4) March 1,2014 | March 1,2014 | March 1, 2014

1) (0)) Proiected 2016 March 1, 2014 | Subsidized Subsidized Subsidized

Projected 2014 | Total Eligible Sr‘;’J e.fi'e d Subsidized Enrollment as Enrollment Enrollment as

Subsidized for Subsidies Nl; s]: :ZT Marketplace a Percent of as a Percent a Percent of

Enrollment for 2016 E;r lTnI: :ie Enrollment Projected 2014 | of Population Projected 2016

SRS Data Subsidized Eligible for Subsidized
Enrollment Subsidies Enrollment

Vermont 11,000 35,000 20,000 13,379 121.3% 37.8% 65.5%
California 723,000 2,097,000 1,338,000 764,664 105.8% 36.5% 57.1%
Rhode Island 16,000 52,000 29,000 16,634 104.5% 32.1% 56.4%
Connecticut 42,000 142,000 77,000 41,949 100.7% 29.6% 54.4%
Idaho 47,000 143,000 87,000 39,914 85.2% 27.8% 46.0%
Washington 119,000 381,000 221,000 86,882 72.9% 22.8% 39.4%
New York 262,000 900,000 485,000 176,125 67.3% 19.6% 36.3%
Kentucky 68,000 225,000 127,000 38,462 56.2% 17.1% 30.4%
Colorado 100,000 297,000 186,000 47,577 47.5% 16.0% 25.6%
Nevada 55,000 173,000 102,000 22,399 40.7% 13.0% 22.0%
Oregon 78,000 241,000 144,000 30,657 39.5% 12.7% 21.3%
New Mexico 39,000 121,000 72,000 11,709 30.2% 9.7% 16.3%
District of Columbia 4,000 15,000 7,000 812 23.1% 5.4% 12.5%
Hawaii 15,000 62,000 28,000 1,631 10.8% 2.6% 5.8%
Maryland 69,000 246,000 128,000 = = = =
Massachusetts 63,000 237,000 116,000 = = = =
Minnesota 53,000 180,000 98,000 = = = =
Total SBM 1,762,000 5,647,000 3,264,000 1,293,000 81.9% 26.5% 44.2%

continued on nextpage




: Table 2: Marketplace Subsidized Enrollment Progress, by Marketplace Type continued

Enrollment as of March 1, 2014 in Federally Facilitated Marketplaces

(5 =4/1) (6 = 4/2) (VEXE))
G) (4) Ma.rc'h ‘l, 2014 Marc'h .1, 2014 Marc‘h .1, 2014

(1) . (03) - Projected 2016 Marc.h ‘1, 2014 | Subsidized Subsidized Subsidized

Projected 2014 | Total Eligible Subsidized Subsidized Enrollmentas | Enrollment Enrollment as

Subsidized for Subsidies Marketplace Marketplace a Pe‘rcent of asa Percen't a Pe.rcent of

Enrollment for 2016 Enrollment Enrollment Projected 2014 | of Population Projected 2016

Data Subsidized Eligible for Subsidized
Enrollment Subsidies Enrollment

North Carolina 203,000 700,000 376,000 182,497 89.8% 26.1% 48.5%
Michigan 157,000 567,000 290,000 125,791 80.2% 22.2% 43.3%
Florida 503,000 1,714,000 931,000 397,878 79.2% 23.2% 42.7%
Maine 30,000 102,000 55,000 22,871 771% 22.4% 41.7%
Wisconsin 88,000 321,000 164,000 64,299 72.8% 20.0% 39.3%
New Hampshire 25,000 92,000 47,000 15,968 62.6% 17.4% 33.8%
Montana 32,000 105,000 60,000 19,421 59.9% 18.5% 32.4%
Pennsylvania 217,000 813,000 402,000 127,857 58.9% 15.7% 31.8%
Virginia 140,000 511,000 260,000 82,252 58.7% 16.1% 31.7%
Georgia 207,000 738,000 383,000 118,465 57.2% 16.0% 30.9%
Alabama 83,000 320,000 153,000 47,300 57.2% 14.8% 30.9%
Missouri 116,000 411,000 215,000 63,299 54.6% 15.4% 29.5%
llinois 170,000 582,000 315,000 87,574 51.5% 15.0% 27.8%
Tennessee 121,000 452,000 225,000 61,515 50.7% 13.6% 27.4%
Utah 69,000 216,000 127,000 34,316 49.9% 15.9% 27.0%
New Jersey 124,000 407,000 229,000 61,727 49.9% 15.2% 27.0%
Nebraska 38,000 122,000 71,000 18,773 49.1% 15.3% 26.5%
South Carolina 99,000 360,000 183,000 48,014 48.6% 13.3% 26.2%
Arkansas 51,000 152,000 95,000 24,929 48.6% 16.4% 26.2%
Indiana 125,000 465,000 231,000 57,175 45.8% 12.3% 24.8%
Delaware 12,000 44,000 21,000 5,165 44.6% 11.8% 24.1%
Wyoming 14,000 45,000 27,000 6,291 43.7% 13.9% 23.6%
Kansas 58,000 184,000 98,000 22,861 43.1% 12.4% 23.3%
Mississippi 57,000 201,000 106,000 23,765 41.3% 11.8% 22.3%
Texas 589,000 1,952,000 1,092,000 241,921 41.0% 12.4% 22.2%
Louisiana 101,000 361,000 187,000 39,638 39.3% 11.0% 21.2%
Ohio 174,000 584,000 322,000 67,086 38.6% 11.5% 20.8%
West Virginia 26,000 93,000 48,000 9,115 35.3% 9.8% 19.1%
Arizona 134,000 386,000 249,000 42,632 31.7% 11.1% 17.1%
Oklahoma 82,000 284,000 152,000 25,648 31.3% 9.0% 16.9%
lowa 42,000 136,000 78,000 12,891 30.6% 9.5% 16.5%
South Dakota 20,000 63,000 37,000 6,021 30.1% 9.6% 16.3%
Alaska 20,000 66,000 36,000 5,799 29.6% 8.7% 16.0%
North Dakota 15,000 44,000 29,000 4,400 28.4% 10.0% 15.4%
Total FFM 3,938,000 13,695,000 7,293,000 2,175,000 55.2% 16.0% 29.8%
National 5,701,000 19,142,000 10,557,000 3,468,000 62.9% 18.8% 33.9%

Source: Urban Institute projections based on the 2014 Health Insurance Policy Simulation Model using data from the American Community Survey (HIPSM-ACS 2014); Enrollment data
isas of Mar 1, 2014 from HHS (http://aspe.hbs.gov/bealth/reports/2014/MarketPlaceEnyollment/Mar2014/ib_2014mar_enrollment.pdf).

Note: SBM=State-Based Marketplace; FFM=Federally Facilitated Marketplace; *-” indicates data is not available; SBM and National totals and rates omit states with unavailable data for

\ columns 4, S, 6, and 7. j
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Figure 1: March 1, 2014 Enrollment as a Percent of Projected 2014 Enrollment
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Source: Urban Institute projections based on the 2014 Health Insurance Policy Simulation Model using data from the American Community Survey (HIPSM-ACS 2014); Enrollment data
is as of Mar 1, 2014 from HHS (http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Mar2014/ib_2014mar_enrollment.pdf).

Notes: *denotes states with curvent enrollment greater than projected 2014 enrollment; CT (101.0%), DC (108.8%), and VT (178.9% ); SBM=State-Based Marketplace;
FFM=Federally Facilitated Marketplace.
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Figure 2: March 1, 2014 Subsidized Enrollment as a Percent of Projected 2014
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Source: Urban Institute projections based on the 2014 Health Insurance Policy Simulation Model using data from the American Community Survey (HIPSM-ACS 2014); Enrollment data is as of
Mar 1, 2014 from HHS (http://aspe.hbs.gov/bealth/reports/2014/MarketPlaceEnrollment/Mar2014/ib_2014mar_enrollment.pdf).

Notes: *denotes states with curvent enrollment greater than projected 2014 enrollment; CA (105.8%), CT (100.7%), RI (104.5%), and VT (121.3%); SBM=State-Based Marketplace;

K FFM=Federally Facilitated Marketplace; “Data is not available in MA, MD, and MN and SBM and National rates omit these states.

J

10


http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Mar2014/ib_2014mar_enrollment.pdf

Copyright® April 2014. The Urban Institute. Permission is granted for reproduction of this file, with attribution to the
Urban Institute.

About the Authors and Acknowledgements

Linda Blumberg is a senior fellow, John Holahan is an Institute Fellow, Genevieve Kenney is a co-director and a
senior fellow, Matthew Buettgens is a senior research associate, Nathaniel Anderson and Hannah Recht are research
assistants, and Stephen Zuckerman is a co-director and a senior fellow at the Urban Institute’s Health Policy Center.
This study was funded by the Robert Wood Johnson Foundation. The authors are grateful to Bowen Garrett and
Lisa Clemans-Cope for their input into revisions of the Health Insurance Policy Simulation Model (HIPSM).

About the Robert Wood Johnson Foundation

For more than 40 years the Robert Wood Johnson Foundation has worked to improve the health and health care of all
Americans. We are striving to build a national culture of health that will enable all Americans to live longer, healthier
lives now and for generations to come. For more information, visit www.rwjf.org. Follow the Foundation on Twitter
www.rwjf.org/twitter or Facebook www.rwjf.org/facebook.

About the Urban Institute

The Urban Institute is a nonprofit, nonpartisan policy research and educational organization that examines the social,
economic and governance problems facing the nation. For more information, visit www.urban.org. Follow the Urban
Institute on Twitter www.urban.org/twitter or Facebook www.urban.org/facebook. More information specific to the
Urban Institute’s Health Policy Center, its staff, and its recent research can be found at www.healthpolicycenter.org.

11


www.rwjf.org
www.rwjf.org/twitter
www.rwjf.org/facebook
www.urban.org
www.urban.org/twitter
www.urban.org/facebook
www.healthpolicycenter.org

DOI: 10.1377/hlthaff.2013.1023
HEALTH AFFAIRS 33,

NO. 4 (2014): 700-707

©2014 Project HOPE—

The People-to-People Health
Foundation, Inc.

Benjamin D. Sommers
(bsommers@hsph.harvard.edu)
is an assistant professor of
health policy and economics in
the Department of Health
Policy and Management,
Harvard School of Public
Health, in Boston,
Massachusetts.

John A. Graves is an assistant
professor at the Vanderbilt
University School of Medicine,
in Nashville, Tennessee.

Katherine Swartz is a
professor of health economics
and policy at the Harvard
School of Public Health.

Sara Rosenbaum is the Hirsh
Professor of Health Law and
Policy at the George
Washington University School
of Public Health and Health
Services, in Washington, D.C.

700

HEALTH AFFAIRS

WEB FIRST

By Benjamin D. Sommers, John A. Graves, Katherine Swartz, and Sara Rosenbaum

Medicaid And Marketplace
Eligibility Changes Will Occur
Often In All States; Policy Options

Can Ease Impact

ABSTRACT Under the Affordable Care Act (ACA), changes in income and
family circumstances are likely to produce frequent transitions in
eligibility for Medicaid and health insurance Marketplace coverage for
low- and middle-income adults. We provide state-by-state estimates of
potential eligibility changes (“churning”) if all states expanded Medicaid
under health reform, and we identify predictors of rates of churning
within states. Combining longitudinal survey data with state-specific
weighting and small-area estimation techniques, we found that eligibility
changes occurred frequently in all fifty states. Higher-income states and
states that had more generous Medicaid eligibility criteria for nonelderly
adults before the ACA experienced more churning, although the
differences were small. Even in states with the least churning, we
estimated that more than 40 percent of adults likely to enroll in
Medicaid or subsidized Marketplace coverage would experience a change
in eligibility within twelve months. Policy options for states to reduce the
frequency and impact of coverage changes include adopting twelve-month
continuous eligibility for adults in Medicaid, creating a Basic Health
Program, using Medicaid funds to subsidize Marketplace coverage for
low-income adults, and encouraging the same health insurers to offer
plans in Medicaid and the Marketplaces.

eginning January 1, 2014, the Af-
fordable Care Act (ACA) estab-
lished two pathways to health in-
surance for nonelderly US citizens
and legal residents. The first was
an expansion of Medicaid coverage for people
with annual incomes of up to 138 percent of the
federal poverty level in states that elected to ex-
pand their programs. The second pathway was
subsidizing private coverage purchased via
health insurance Marketplaces for people with
incomes of 138-400 percent of poverty who do
not have an offer of affordable coverage through
an employer. The pathways are designed to work
in tandem, but a major challenge is how to pro-
mote continuity of coverage and health care for
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people when their incomes and life circumstanc-
es cause them to transition between Medicaid
and subsidized private coverage.

In states that opt out of the ACA’s Medicaid
expansion, changes in income or family circum-
stance will lead many people to lose coverage
entirely unless they qualify for coverage under
one of the traditional categories of Medicaid eli-
gibility: pregnancy, disability, or being the im-
poverished parent of a minor child. A less stark
problem that presents a different set of chal-
lenges will occur in states that do expand Med-
icaid: the potential for moving between Medicaid
and Marketplace coverage.

Both of these types of “churning”—loss of cov-
erage and frequent transitions in the source of
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coverage—can cause difficulties. The total loss of
coverage raises the most serious problems in
terms of access to care, but frequent transitions
across coverage pathways also raise important
issues for beneficiaries, health plans, providers,
and policy makers. From one year to the next or
during any given year, many individuals and
families will experience changes in eligibility ei-
ther for Medicaid or for Marketplace coverage.
These eligibility changes could lead to both gaps
in coverage and disruptions in the continuity of
care, because people might have to find new
providers or change their existing health treat-
ments if their new insurance plan uses a different
provider network or covers different services
than their old plan did.

Previous research has estimated that approxi-
mately half of low-income adults might experi-
ence a change in income or family circumstances
leading them to transition from Medicaid to
Marketplace coverage (or vice versa) each year.'
Policy makers continue to explore various op-
tions to reduce the frequency of churning or at
least mitigate its adverse impact on the continui-
ty of health care.

Because churning is the result of many factors,
it may be a larger issue in some states than in
others. To date, there is little evidence about
which states are most likely to experience churn-
ing. In this context, state-level estimates of po-
tential churning rates among people likely to
participate in Medicaid and the Marketplaces
would be extremely valuable.

A major limitation to analyzing state-specific
churning is that the most commonly used source
of data on changes in insurance coverage and
income over time—the Census Bureau’s Survey
of Income and Program Participation (SIPP)—
was not designed to provide samples of people
that are representative of every state’s popula-
tion.? The survey’s sample is relatively small and
disproportionately includes lower-income peo-
ple and people in particular localities.’ We over-
came these limitations by combining informa-
tion on income and family changes from the
SIPP with state-specific weights that we devel-
oped using a much larger survey, the American
Community Survey (ACS).*

Our study objectives were to provide detailed
estimates of the potential extent of churning
between Medicaid and Marketplace coverage un-
der health reform in each state and to identify
state-level factors associated with higher rates of
churning.

Study Data And Methods
DATA sourRces We used data from two sources.
First, information on changes in eligibility over

time came from the 2008 SIPP. Following previ-
ous research,™® we identified all adults ages 19—
62 (thus excluding adults who would age into
Medicare during the survey’s follow-up period)
who were likely to enroll in Medicaid or subsi-
dized Marketplace coverage. We defined this
sample as those adults with family incomes esti-
mated to be up to 400 percent of poverty (in-
comes that made them eligible for Medicaid or
tax credits for Marketplace coverage) who did
not have Medicare, employer-sponsored insur-
ance, or military health insurance. These criteria
yielded a sample of 11,898 people.

For each month in the survey, we estimated
family income as a percentage of poverty,® using
the concept of the health insurance unit (see the
online Appendix for details).” We tracked the
number of adults experiencing a change in in-
come that would result in a shift in eligibility
(based on crossing the Medicaid expansion in-
come threshold of 138 percent of poverty) during
the subsequent twelve months.

Annual income is used to calculate the proper
tax credit for people who have coverage in the
Marketplace and has been studied previously in
the context of reconciliation payments.’ Howev-
er, eligibility for Medicaid is based on monthly
income, and eligibility for Marketplace subsidies
is contingent on not being eligible for Medicaid.
Therefore, monthly income was the relevant
measure for this analysis.

We were also more interested in coverage
changes than in the receipt or extent of tax cred-
its. Therefore, we did not analyze how often peo-
ple had income changes that crossed alternative
thresholds, such as 250 percent of poverty (the
ACA threshold for receiving cost-sharing subsi-
dies) or 400 percent of poverty.

Our second data source was a three-year sam-
ple of 9,204,447 people in the 2009-11 ACS.
These data were used to construct state-specific
weights for the SIPP sample, following the meth-
od developed by Allen Schirm and Alan
Zaslavsky.® Specifically, state weights were de-
veloped using a Poisson regression model that
calibrated SIPP state population totals to match a
set of forty-three control totals from the ACS. If,
for example, based on the ACS there were 35,000
people working in the manufacturing industry
in North Dakota, then our SIPP estimate also
yielded an estimate of 35,000. State-level control
totals included demographic characteristics, in-
come, family composition, insurance coverage
type, and employment measures (both status
in the labor force and industry).

Using the approach employed by John Graves
and Katherine Swartz,’ we restricted the con-
struction of state weights so that only people
in contiguous states and states with similar eli-
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gibility policies for public programs could con-
tribute information to an estimate for a given
state (see the online Appendix for details).”
The information for each person in the expanded
state sample was then weighted by the appropri-
ate state-specific weight to yield representative
estimates for each state.

ANALYsis Using the methods outlined above,
we estimated rates of churning for each state.
Our two primary outcomes were the percentages
of adults with continuous eligibility for the same
insurance program over a six-month period and
over a twelve-month period. We limited our sam-
ple to people for whom we had complete income
data for the first twelve months in the survey.

After producing state-specific estimates of
rates of continuous eligibility over time, we ana-
lyzed whether churning rates varied by states’
poverty rates or the generosity of each state’s
pre-ACA Medicaid eligibility criteria for non-
elderly adults.

For the state poverty rate analysis, the sample
was divided into three groups based on the rate
in each state (as derived from the Census
Bureau’s 2009 Current Population Survey), us-
ing natural breaks in the distribution to produce
similar-size groups (people whose incomes were
less than 11.0 percent, 11.0-14.5 percent, and
greater than 14.5 of poverty). We also tested
the impact of categorizing states by per capita
income or median household income.

For the analysis of the generosity of each
state’s pre-ACA Medicaid eligibility criteria for
nonelderly adults, the sample was divided into
three groups based on the share of a standard-
ized national population that would be eligible
for Medicaid under each state’s laws (see the
online Appendix for details).” This approach
was similar to methods used in previous re-
search.’

We used t tests to identify differences in churn-
ing rates across these classifications for all fifty
states and the District of Columbia. We also ran
bivariate linear regression models in which each
state’s percentage of adults with twelve months
of uninterrupted eligibility was the outcome and
the state poverty rate, per capita income, and
Medicaid eligibility measure were separately
used as continuous predictor variables.

Our goal in these analyses was not to present
an exhaustive model of predictors of coverage
stability. Instead, we sought to identify simple
state-level measures that offer a straightforward
way to conceptualize what kinds of states expe-
rience more or less churning. For this purpose,
we selected measures that vary widely across
states and might plausibly affect income mobili-
ty, program eligibility, or both over time.

LIMITATIONS Our study has several important

limitations. First, we used self-reported income
data, which might correspond imperfectly with
income as it will actually be assessed by state
Medicaid programs and the Marketplaces. The
impact of this imprecision on state-level churn-
ing rates is unclear.

Second, our sample underrepresented people
who dropped out of the SIPP sample. Such peo-
ple are likely to have less stable circumstances
than those who remain in the survey, so our
approach could underestimate the extent of
churning.

Third, our sample contained all adults who
were potentially eligible for Medicaid or subsi-
dized Marketplace coverage. Many eligible peo-
ple have not enrolled in public coverage pro-
grams in the past,” but our sample design
implicitly assumed full participation rates. How-
ever, it is unclear whether people who do not
enroll are more or less likely to experience in-
come changes than those who do sign up for
coverage.

Fourth, some people in this income range may
have declined an offer of affordable employer-
sponsored insurance (that is, insurance costing
less than 9.5 percent of the employee’s income),
which would have precluded their receiving Mar-
ketplace tax credits.”? SIPP does not supply in-
formation on employees’ potential premium ob-
ligations, which prevented us from accurately
identifying such people in the data set.

Consistent with the ACA, our approach as-
sumed that people could lose eligibility for Med-
icaid or subsidized Marketplace coverage in any
given month based on changed economic or fam-
ily circumstances. Whether interruptions will be
as frequent as the law contemplates is unclear,
since families might fail to report changed cir-
cumstances each time they occur. Moreover, the
Centers for Medicare and Medicaid Services
(CMS) has used Section 1115 waivers under the
Social Security Act to enable states to apply to
adults a policy of twelve-month continuous eli-
gibility for Medicaid—an option that already ex-
ists for children.” State Medicaid agencies and
the Marketplaces also may vary in how quickly
they respond to reported changes in eligibility.

For the purpose of estimating rates of churn-
ing, we assumed that all states would expand
Medicaid eligibility to 138 percent of poverty.
As of January 2014, however, only twenty-five
states and the District of Columbia had elected
to do so." Furthermore, the landscape of the
Medicaid expansion is changing rapidly, and it
is possible that some states will scale back
higher-income (above 138 percent of poverty)
eligibility for Medicaid once Marketplace subsi-
dies become available. Therefore, we felt that a
simplifying assumption using the same income
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cutoff for all states would produce the most plau-
sible comparisons across states.

The state-based weighting approach also has
limitations. Our reweighting method was de-
signed to strike a balance between the biased
and imprecise direct state estimates yielded by
small samples and the also potentially biased but
more reliable indirect state estimates produced
by appropriately weighted larger samples. As
noted above, we also limited out-of-state “bor-
rowing” to respondents in contiguous states and
states with similar public program eligibility pol-
icies. This might result in less statistically reli-
able estimates for states with few neighbors.

Study Results

Exhibit 1 shows eligibility continuity curves for
selected states representing the upper and lower
bounds, the median, and selected percentiles of
adults experiencing continuous eligibility for
Medicaid or Marketplace coverage. Appendix
Exhibit 2 lists the specific values for each state
and 95% confidence intervals for the estimates.’
The curves are clustered in a fairly narrow band.
Across all states (not including the District of
Columbia), an estimated 63-72 percent of adults
did not experience any changes in eligibility
through the first six months, and in all but
two states, 40-55 percent of adults did not expe-
rience any changes during the full twelve-month
period.

Two states’ estimates were outliers, with little
churning at six months but marked churning at
twelve months; thus, we did not include those
states in Exhibit 1. Hawaii and Maine experi-
enced more churning at twelve months than
any other state—with only 40 percentand 42 per-
cent of adults, respectively, having stable eligi-
bility. However, those states’ estimates at six
monthswere fairly high, at 70 percentand 67 per-
cent, respectively. As discussed above, our
weighting approach may be less reliable in states
with few or no neighboring states, such as these
two outliers.

Appendix Exhibit 3 shows the values by state
for people whose incomes were initially below
138 percent of poverty versus those with incomes
between 139-400 percent of poverty.” Although
the precise pattern varied across states, the me-
dian rate of continuous eligibility at twelve
months was slightly higher for those with initial
incomes in the range of 139-400 percent of pov-
erty than for those whose incomes were initially
below 138 percent of poverty (53 percent and
47 percent, respectively).

We found that eligibility continuity was lowest
(that is, churning rates were highest) at twelve
months in states with the lowest poverty rates

(Exhibit 2). Each percentage-point decrease in
a state’s poverty rate was associated with a
0.29 percent increase in churning at twelve
months (Exhibit 3). However, it is important
to note that thisrelationship is not exactly linear:
Churning rates were quite similar across states
with low and medium levels of poverty, in con-
trast to high-poverty states.

We found a similar pattern—higher-income
states having more churning—when we used al-
ternative groupings of states by their poverty
rates and when we used per capita income or
median household income instead of poverty
rates (Appendix Exhibit 4).” Continuity of eligi-
bility was also lower in states that had more
generous Medicaid programs before the ACA
(Exhibit 2).

Discussion
Beginning in January 2014, the pathways to af-
fordable insurance expanded significantly in all
states as a result of the ACA’s insurance Market-
places, especially in states that have expanded
their Medicaid programs. The ACA was designed
to ensure coverage continuity for US citizens and
qualifying residents, with a pathway available to
everyone—regardless of income or life circum-
stances.

In states that fully implement the ACA with
expanded Medicaid programs, this vision will

EXHIBIT 1

Estimated Percentages Of Adults In Selected States Experiencing Continuous Eligibility For
Medicaid Or Marketplace Coverage
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source Authors' analysis of data from the 2008-09 Survey of Income and Program Participation
(see Note 3 in text) using state-specific weights from the 2009-11 American Community Survey
(see Note 4 in text). NoTES The sample contained adults ages 19-62 with family incomes of less
than 400 percent of poverty who did not have Medicare, military health insurance, or employer-spon-
sored health insurance during the study period and for whom we had income data for their first
twelve months in the survey (N = 11,898). A change in eligibility was based on a change in the fam-
ily's monthly income as a percentage of poverty that moved the income across the threshold of
138 percent of poverty. Family income was defined using the health insurance unit.
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EXHIBIT 2

Estimated Percentages Of Adults Experiencing Continuous Eligibility For Medicaid Or
Marketplace Coverage, By State Characteristic

Percentage of adults with continuous
eligibility at:

State characteristic 0 months 6 months 12 months p value®
POVERTY RATE

Low (n = 16) 100.0 67.9 484 0.03
Medium (n = 19) 100.0 676 485 0.03
High (n = 16) 100.0 689 508 Ref
MEDICAID ELIGIBILITY CRITERIA BEFORE THE AFFORDABLE CARE ACT

Most generous (n = 17) 100.0 68.0 48.1 0.005
Moderately generous (n=17) 100.0 67.2 484 0.01
Least generous (n = 17) 100.0 69.1 51.1 Ref

source Authors’ analysis of data from the 2008-09 Survey of Income and Program Participation
(see Note 3 in text), using state-specific weights from the 2009-11 American Community Survey
(see Note 4 in text); and, for state characteristics, of data from the 2009 Current Population
Survey and of eligibility data from the Kaiser Family Foundation. NoTeES The sample contained
fifty-one state-level estimates (for the fifty states and the District of Columbia), based on an
analysis of adults ages 19-62 with family incomes less than 400 percent of poverty who did not
have Medicare, military health insurance, or employer-sponsored health insurance during the
study period and for whom we had income data for their first twelve months in the survey
(N=11,898). A change in eligibility was based on a change in the family’s monthly income as a
percentage of poverty that moved the family's income across the threshold of 138 percent of
poverty. Family income was defined using the health insurance unit. °p values for difference at
twelve months were based on a t test comparing the twelve-month estimate across the groups
as indicated.

EXHIBIT 3

Estimated Percentages Of Adults Experiencing Continuous Eligibility For Medicaid Or
Marketplace Coverage At Twelve Months, By State Poverty Rate
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Percent of adults with continuous eligibility
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source Authors' analysis of data from the 2008-09 Survey of Income and Program Participation
(see Note 3 in text) using state-specific weights from the 2009-11 American Community Survey
(see Note 4 in text); and, for state poverty rates, of data from the 2009 Current Population Survey.
NoTEs The red line shows the following regression equation: twelve-month continuous coverage =
45.4% + 0.29% x state poverty rate (p = 0.04). See Exhibit 2 Notes for additional information.
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berealized. There, the challenges become how to
ensure that eligibility translates into actual en-
rollment, and how to make transitions in cover-
age as smooth as possible. In states that do not
expand Medicaid, these transitions will be
starker and more painful.

Previous research? has demonstrated that
millions of Americans will face circumstances
that cause them to transition among coverage
pathways during a year. Our study estimated
how such churning might vary across states.
Our results have three primary implications.

First and most important, transitioning
among pathways to coverage has the potential
to be a major issue in every state. Medicaid—and
state health policy more generally—is typically
characterized by differences across states in nu-
merous domains.'"*" However, we found that if
all states were to expand Medicaid, most would
experience relatively similar rates of changes in
eligibility for Medicaid and premium subsidies
over six or twelve months.

We estimated that approximately half (plus or
minus 5 percentage points) of adults likely to be
eligible for Medicaid or subsidized Marketplace
coverage will experience an eligibility change
within twelve months. Our estimated churning
rates are slightly higher than those in one previ-
ous analysis of four large states.” However, our
approach used more robust state-level weighting
than the previous study and measured income
based on the health insurance unit, instead of the
family.

Second, although churning rates were likely to
be high everywhere, we found some small differ-
ences in the rates across states. States with lower
poverty rates and higher per capitaincomes were
likely to experience higher rates of churning be-
tween eligibility for Medicaid and eligibility for
premium subsidies.

To see why this might be the case, consider two
states, one with a poverty rate of 10 percent (and
arelatively high median household income) and
the other with a poverty rate of 15 percent (and a
relatively low median household income). The
richer state has a larger share of its population
with incomes of 100-250 percent of poverty,
while the poorer state has a larger share of its
population with incomes of below 50 percent of
poverty. The richer state has more people close
enough to the eligibility cutoff that they are likely
to transition between Medicaid and Marketplace
coverage as their incomes rise. Fewer people in
the poorer state will be able to raise their in-
comes above 138 percent of poverty.

Third, states with more-generous eligibility
criteria for their Medicaid programs before the
ACA also had higher churning rates. In part, this
is a result of the fact that these states tended to
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Most adults who lose
Marketplace subsidies
in nonexpanding
states will become
uninsured.

have lower poverty rates. But, in addition, states
whose pre-ACA Medicaid enrollment included
people athigherincome levels were likely to have
alarger population in Medicaid with incomes at
or near the threshold of 138 percent of poverty.
That increases the likelihood that many of
them would transition between Medicaid and
the Marketplace during a year. In contrast, in
states without generous Medicaid eligibility,
some of the people in this income group likely
have employer-sponsored insurance instead of
Medicaid, which makes them less likely to have
Medicaid or Marketplace coverage in 2014.

It is important to recognize that the eligibility
changes we have analyzed are the result of an
effort to expand pathways to affordable coverage
for all Americans. Churning has often been used
to describe the negative outcome of moving into
and out of insurance coverage and becoming
uninsured. In contrast, we are discussing
changes that are a by-product of a system that
allows for transitions among insurance path-
ways. These transitions increase the risks of dis-
rupting care continuity and of having short gaps
in coverage. But they represent a different (and
less problematic) form of churning than that
between having Medicaid or Marketplace cover-
age and being uninsured.

However, when low-income adults in states
that opt not to expand their Medicaid programs
experience a loss of income that drops them be-
low 100 percent of poverty, most will not be
eligible for subsidized coverage in the Market-
place or for Medicaid. Most nonexpansion states
restrict Medicaid eligibility for adults to preg-
nant women, certain low-income adults with dis-
abilities, and parents of minor children with in-
comes of no more than 35 percent of poverty on
average.'® In other words, most adults who lose
Marketplace subsidies in nonexpanding states
will become uninsured, as has traditionally hap-
pened to adults who lose Medicaid eligibility."

Policy Implications

Our findings indicate that every state is likely to
experience significant rates of eligibility changes
over time. A number of policies have recently
been proposed to mitigate the effects of churn-
ing between Medicaid and Marketplace cover-
age, and state policy makers should consider
them in the light of our findings."

One option is for states to adopt twelve-month
continuous eligibility periods in Medicaid as a
means of overcoming the churning effects of
periodic income fluctuations. As noted above,
CMS has offered states a fast-track option to
adopt this approach, using Section 1115 waiv-
ers.” In addition, legislation that would enable
states to choose such an option without a waiver
is now pending in Congress.

A second, more incremental option offered in
CMS’s 2012 regulations allows states to assess
people’s ongoing eligibility for Medicaid using
projected annual income instead of current
monthly income. This option could reduce rates
of eligibility changes, particularly for workers
whose earnings vary seasonally.*

A third option for states is to use Medicaid
funds to purchase coverage in qualified health
plans in the Marketplace for people with in-
comes below 138 percent of poverty. This is sim-
ilar to what Arkansas proposed in its waiver ap-
plication, which was approved by CMS.”
Previous estimates have suggested that such pre-
mium support could reduce churning by as much
as two-thirds in those states whose pre-ACA eli-
gibility standards were very restrictive.”” In ef-
fect, people covered through premium support
arrangements could maintain their enrollment
in the same health plan regardless of the source
of subsidy. However, people whose income rose
above 138 percent of poverty would face monthly
premiums and additional cost sharing that could
lead some to drop coverage entirely. Thus, even a
premium support model is unlikely to eliminate
churning entirely.

A fourth approach is the Basic Health Pro-
gram, an option under the ACA that enables
states to combine their Medicaid expansions
with Marketplace subsidies into a single pro-
gram for individuals and families with incomes
of up to 200 percent of poverty. This option has
been estimated to reduce churning by 4-5 per-
centage points per year and to push the churning
point to a higher income level, where employer-
sponsored coverage is more likely to be an op-
tion.> However, the impact of the Basic Health
Program on churning depends on the popula-
tion affected and assumptions made about
who will sign up for coverage.*'*? In any case,
the option will not be available until at least
2015: CMS has not yet issued regulations on
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how the Basic Health Program will work.

A fifth option relates to how and when income
changes are verified. Previous research has
found that some Medicaid churning is the result
of administrative errors or misunderstandings
of the application process by beneficiaries when
they attempt to reenroll.**** This suggests that
using state administrative data to verify eligibil-
ity might produce errors. Safeguards such as
automatically continuing eligibility for an extra
three months or until the next period of open
enrollment for the Marketplace could help mini-
mize inappropriate changes in coverage and re-
duce unnecessary reenrollments.?® Similarly, in-
tegrating Marketplace and Medicaid eligibility
determination could help eliminate the possibil-
ity of gaps in coverage associated with changes in
eligibility. Unfortunately, many states using the
federal Marketplace do not plan to allow it to
determine people’s eligibility for Medicaid,
which will increase the risk of bureaucratic
delays.

Finally, a state option that combines enroll-
ment and marketing strategies is to encourage
certified Medicaid managed care plans to enter
state Marketplaces. In recent months it has be-
come clear that a number of companies with
historic roots in Medicaid managed care have
decided to pursue such certification because they
realize that their members will experience in-
come fluctuations and thus might have disrup-
tions in coverage and care. The use of multimar-
ket plans could promote continuity of coverage.
However, states will need to ensure that Medic-
aid managed care plans have adequate financial
reserves before allowing them to sell coverage in
the Marketplace.

The “bridge plan” option created by CMS in
2012 is essentially a partial version of the multi-
market plan strategy.” It allows plans to operate
in both markets under limited circumstances,
such as covering only people who have experi-
enced a change in eligibility in the previous year.

Conclusion

Our findings add to a growing body of literature
that documents the potential for changes in eli-
gibility for health insurance coverage among
low-income families under the ACA. In particu-
lar, our study demonstrates that if all fifty states
and the District of Columbia were to expand

Eligibility changes are
likely to be a major
challenge for every
state as
implementation of the
ACA continues.

Medicaid under the ACA, a substantial number
of people in every state would experience income
changes over the course of a year that would
change their eligibility for Medicaid or the sub-
sidized health plans sold in the Marketplaces.

We found that higher-income states might be
particularly prone to churning between Medic-
aid and plans sold in the Marketplaces, but the
differences between higher- and lower-income
states were small. The implication is that eligi-
bility changes are likely to be a major challenge
for every state as implementation of the ACA
continues. Of course, the disruptions in care re-
sulting from churning are even more serious in
states that are not expanding Medicaid in 2014:
Those states will have large gaps in eligibility for
many low-income adults whose incomes will be
too high for Medicaid but too low for tax credits.

Large government programs such as Social
Security, Medicare, Medicaid, and the Children’s
Health Insurance Program typically do not start
operating with all of their policies already per-
fectly tuned. The transition issues raised here
will require attention in the coming years, and
our key conclusion is that every state will need to
address them.

Fortunately, during the past two years an in-
creasing number of feasible policy options have
emerged that could mitigate the effects of such
changes in eligibility. State officials should con-
sider using these options to reduce inefficient
transitions that are a by-product of multiple
pathways to insurance and fluctuating incomes.
Reducing such churning will greatly increase the
likelihood of stable coverage and improved qual-
ity of care under the Affordable Care Act. m
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Network Adequacy Planning Tool for
States

Prepared by the Center on Health Insurance Reforms, Georgetown University
Health Policy Institute

The Affordable Care Act (ACA) includes certain requirements relating to the adequacy
of provider networks developed by health insurers to deliver covered services to their
enrollees. The requirements provide broad parameters within which insurance
regulators and other state officials responsible for network adequacy must evaluate the
networks of Qualified Health Plans (QHPs) operating in their markets. A U.S.
Department of Health and Human Services (HHS) regulation on minimum network
adequacy standards requires QHPs to establish networks that:

= Include essential community providers (340B providers and other providers
serving medically underserved populations);

= Are sufficient in numbers and types of providers, including providers that
specialize in mental health and substance abuse services, to assure that all
services will be accessible without unreasonable delay; and

= Are consistent with the network adequacy provisions of section 2702(c) of the
Public Health Service Act (PHS), a provision that allows network plans to
limit coverage to its eligible enrollees and to limit enroliment to the
network’s maximum capacity.*

Despite these parameters, once the federal and state marketplaces became operational,
complaints started to surface about narrow networks that offered consumers little
choice among providers. In some states, a limited number of plan offerings, combined
with the narrow networks offered by the plans, leave entire delivery systems (hospitals
and related primary and specialty care providers) out of the marketplace offerings, a
frustrating development for those consumers who prefer receiving care from the
eliminated providers. In response to these and other network-related complaints, HHS
has proposed a new rule? that imposes a more rigorous review of network adequacy in
the Federally Facilitated Marketplace, an approach that was outlined in the 2015 Letter
to Issuers in the Federally Facilitated Marketplaces.®

1 45 CFR 156.230(a)

ABOUT STATE NETWORK

State Health Reform Assistance Network, a
program of the Robert Wood Johnson
Foundation, provides in-depth technical support to
states to maximize coverage gains as they
implement key provisions of the Affordable Care
Act. The program is managed by the Woodrow
Wilson School of Public and International Affairs
at Princeton University. For more information, visit
www.statenetwork.org.

ABOUT GEORGETOWN UNIVERSITY HEALTH
POLICY INSTITUTE

The Health Policy Institute is a multidisciplinary
group of faculty and staff dedicated to conducting
research on key issues in health policy and health
services research. A team of research professors
at the institute (supported by the RWJF State
Network) are working with states, providing
technical assistance focused on implementation
of the private market reforms and exchanges
under the Affordable Care Act. For more
information on the Health Policy Institute, visit
http://ihcrp.georgetown.edul/.

ABOUT THE ROBERT WOOD JOHNSON
FOUNDATION

For more than 40 years the Robert Wood
Johnson Foundation has worked to improve the
health and health care of all Americans. We are
striving to build a national culture of health that
will enable all Americans to live longer, healthier
lives now and for generations to come. For more
information, visit www.rwjf.org. Follow the
Foundation on Twitter at www.rwjf.org/twitter or
on Facebook at www.rwjf.org/facebook.

For more information, please contact David
Cusano at dc1025@georgetown.edu or
202.687.4940.

2 CMS-9949-P Patient Protection and Affordable Care Act, Exchange and Insurance Market Standards for 2015 and Beyond,

http://www.cms.gov/CClIO/Resources/Regulations-and-Guidance/Downloads/CMS-9949-P.pdf

3 Center for Consumer Information and Insurance Oversight, Centers for Medicare & Medicaid Services, 2015 Letter to Issuers in the Federally Facilitated Marketplaces,

http://www.cms.gov/CClIO/Resources/Regulations-and-Guidance/Downloads/2015-final-issuer-letter-3-14-2014.pdf
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Another response to the ACA requirements and the marketplace developments is the heightened attention state regulators are paying
to their current network adequacy standards and their plans to revise them to address the new requirements and related problems. To
assist with that effort, the State Health Reform Assistance Network team at Georgetown has developed a planning tool for states to use
when analyzing and updating their network adequacy standards.

The Network Adequacy Planning Tool below is divided into 10 sections; each section represents a category of considerations to be
addressed when developing network adequacy standards. The categories are:

= Reasonable access;

= Choice;

= Availability;

= Continuity of care;

= Essential Community Providers (ECPs);
= Multi-tiered plans;

= Narrow network plans;

= Nondiscrimination;

=  Transparency; and

=  Filing requirements.

An eleventh section is reserved for any formulae that states may want to include in their network adequacy standards, and includes a
link to the Medicare Advantage network adequacy formula.

Within each category, three columns provide a planning structure. In the first column are lists of considerations for each category. For
example, considerations in the “Transparency” category are provider directory standards, disclosure standards, and balance billing
standards (to address issues related to billing by out-of-network providers). The “Narrow Networks” category prompts regulators to
consider how they will identify narrow networks and whether they will regulate them differently.

In the next column is a menu of regulatory options for states to consider when formulating standards within a particular category. The
list is not intended to be exhaustive and the planning tool will be updated periodically as new ideas and information become available.
State officials may also want to add regulatory options that might meet their state’s specific needs.

As regulatory options are considered and selected for each category, they can be listed in the last column, titled “Selections.” States
can then convert their regulatory option selections to a network adequacy checklist for use when reviewing insurer network
submissions.

As noted, the Network Adequacy Planning Tool is not intended to be all-inclusive or to present every regulatory option available to
regulators who are revisiting their network adequacy standards. It is, however, designed to present an overview of the task and frame
the critical thinking and discussion that will result in comprehensive standards that meet the needs of today’s health insurance issuers
and consumers.



Network Adequacy Planning Tool for States

| | Considerations ______ Regulatory Options

1) Minimum # of providers
a) Based on population density
b) Based on a formula (See “Formula”)
2) Maximum mileage standard for each provider type

6) Explore regulation of insurer formularies to assure patient access to certain pharmaceuticals
7) Require issuers to demonstrate that all network providers are actively accepting new patients
at the time of open enroliment
a) Require issuers to include a provision in provider contracts requiring providers to give
issuer ___ weeks’ notice before discontinuing accepting new patients

@ : . .
a i};?g?;g:g:: ssseL:\r/l::g ??;at.he following are available a) % of network must meet standard

Q e  Sufficient in total .number of EEEitES b) Entire network must meet standard or rural and urban standards

2 il faiiiies P 3) Required minimum number or percentage of hospitals [EXAMPLE: 1)a), 3), 4)]
) e Sufficientin t f tit d 4) Define and require inclusion of Centers of Excellence for certain conditions (e.g., transplants)

% falé”:ﬁfsn In types of practifionefs an 5) Define and require inclusion of certain specialty facilities (e.g., advanced trauma units)
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MONITORING OPTIONS: Self report, GeoAccess or alternative software, test formula

1) Minimum numbers of providers by type

Standard for assuring that the following are available a) Based on population density

within issuer’s service area:

e Acomprehensive range of primary, b) Based on a formula (See “Formula”)
specialty, institutional, and ancillary
services are readily available at 2) Minimum ratio of providers to insured - by specialty

reasonable times to all enrollees

e  Eachenrollee has adequate choice among  3)  Minimum percentage of each specialty available in service area
each type of health care provider

4)  Minimum number or percentage of hospitals

MONITORING OPTIONS: Self-report, review of provider lists against enrollee numbers by specialty and service area



1) Require 24/7 call availability

. 2) Prescribe maximum mileage standards (See “Reasonable Access”)
Standard for assuring:

e  Services are accessible in a timely manner
appropriate for enrollee’s condition

e  Services are accessible with no _ o ;
unreasonable delay a) Require minimum number of hours open for appointments

3) Forroutine and urgent care

b)  Require maximum timeframe until next available appointment, specific to provider type

¢) Require maximum waiting room times, specific to provider type

4) Provide a special enrollment for enrollees who
a) Choose a plan based on a provider who is listed as accepting new patients
b) Later learns provider is not accepting new patients

>
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1) Require emergency services to be accessible 24/7 without unreasonable delay

2) Prescribe maximum mileage standards (See “Reasonable Access”)

3) Require 24/7 call availability

4) Require a minimum number of emergency facilities

Standard to assure availability of emergency care a) By mileage standards

b) By % of available facilities

5) Prescribe maximum wait times

6) Require a process for transitioning from out-of-network emergency care to in-network
emergency care

MONITORING OPTIONS: Self-report, secret shopper, consumer complaints

Standards for assuring:
. Accommodation of individuals who are in

()
S an active course of treatment for a serious i ; » ; )

@) disease by a non-network provider 1) Define diseases or conditions to which strategy applies

5 e  Accommodation of individuals who are in 2) Define length of time for which standard applies, e.g., 30, 60, 90 days

- an active course of treatment for a serious 3) Require in-network (or lowest cost tier) coverage level while the individual is in the course of
‘g‘ disease by a network provider who has treatment

= been terminated 4) Require issuer to enter into limited benefit agreements at in-network coverage levels for those
= . Accommodation of individuals with specific with specific complex chronic diseases

8 complex chronic conditions needing

secondary or tertiary specialty care not
included in the network




- MONITORING OPTIONS: Self-report (filing of continuity of care policies and processes), consumer complaints, market conduct examinations

Essential Community
Providers (ECPs)
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1) Providers defined as 340B providers
2) Prescribe % of ECPs required to be contracted with:
a) 30% new CMS proposed guidance (current guidance is 20%, or 10% with narrative
justification)
3) Prescribed minimum % of ECPs in the service area
Standard to assure sufficient number and geographic  4)  Prescribe minimum % of ECPs in each ECP category
distribution of ECPs 5) Based on number of available ECP providers
a) Minimum ratio of ECP primary care providers (PCPs)/specialty care providers
(SCPs)/Facilities to:
i)  Anticipated/actual low-income and/or medically underserved individuals; or
ii)  Minimum % of Medicaid/CHIP, uninsured, and/or low-income (below 250% FPL)
individuals in patient mix

MONITORING OPTIONS: Self-reports that compare ECPs in area with provider list, consumer complaints, market conduct examinations

1) Require the lowest price tier to meet standards
Standard specific to multi-tiered plans 2) Require the combined tiers to meet standards
3) Require each tier to meet standards

MONITORING OPTIONS: Self-report, consumer complaints, market conduct examinations, filing of network criteria for various tiers (see “Transparency —
narrow networks”)

1) Determine a definition for “narrow networks”
2) For networks that meet definition
a) Require full disclosure of all criteria used to select network providers
b)  Require full disclosure of selection process
3) Require issuer to establish and disclose an appeals procedure for providers who were not
selected for the network
Standard for identifying and regulating narrow 4) Require issuers offering narrow networks to offer alternative plans
networks a) Offer a broad network program at each metal level
b) Offer a plan with less out-of-network cost-sharing at each metal level
5) Require the issuer to disclose whether the narrow network is tied to quality improvement and
care management; and to submit an annual certification that the two types of activities were
completed
6) Require issuers offering a plan that meets the definition of a narrow network to also offer a
plan that either: 1) has a broader network (to be defined by state); or 2) has less out-of-
network cost-sharing at each metal level at which a narrow network plan is offered

MONITORING OPTIONS: Require the filing and review of disclosures in #2 and #5 with forms for review. As part of form review, comparison of criteria with
provider network, consumer complaints.
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Transparency

Standards to assure that networks do not discriminate
in design:

e Based on gender, gender preference,
national origin, sex, family structure,
ethnicity, race, employment status, or
socioeconomic status

. Based on health or disability status

1)

2)

Review specialist lists for inclusion (or absence) of appropriate number of specialists and
facilities treating expensive conditions (e.g., oncologists, hematologists, federally designated
hemophilia treatment centers)

Explore utilization of software to test for discrimination

MONITORING OPTIONS: Conduct review in #1 as part form review, market conduct examinations

1

Standard for assuring provider directory transparency 2)

3)

5)

1)

2)

Standard for disclosures 3)

Require provider directory to be available electronically on website and in hard copy, by
request
a) Primary and specialty care physicians
i)  Location and contact information
ii)  Education/board certification
iii) Languages spoken
iv) New patient acceptance status
b) Hospitals and other facilities
c) Interactive map on website with provider locations by type
Service area map on website showing network
a) Click on provider location to see:
i)  Location and contact information
ii)  Education/board Certification
iii) Languages spoken
iv) New patient acceptance status
Require updates monthly, weekly...
Require updates in real time
Provide a special enroliment for enrollees who choose a provider listed as accepting new
patients and later learn he/she is not accepting (See “Availability”)

Clear, concise disclosures stating the limits of the network, e.g., # or name of hospitals and

out-of-network cost-sharing and balance billing possibilities

a) Prominently displayed on web page where provider list appears, or at top of each page of
hard copy

Narrow network disclosures (See “Narrow Networks”)

Require providers to notify members and the insurer of any change in ownership, affiliation, or

contractual arrangement that may result in increased financial liability to members of the

insurer as a result of such change

a) Require providers to use disclosure template provided by issuers when issuing the
notification to members



1) Prohibit balance billing from institutional providers (anesthesia, lab, ER physicians, etc.) not
listed in the provider directory
Standards for balance billing 2) Require insurers to hold consumers harmless for all services provided in in-network hospitals
3) If not prohibited, require clear, concise disclosures of the possibility of balance billing by
institutional providers with the provider directory hospital listing

MONITORING OPTIONS: Self-report, secret shopper, consumer complaints, form review filing of disclosures

1) Access plan

2) Alternative plan with justification, if standards are not met
3) Quarterly reports
4) Complete provider lists, including
a) Location and contact information
Documentation issuers are required to file to ensure b) Education/board certification
their networks meet the network adequacy standards c) Languages spoken

d) New patient acceptance status

e) Provider quality metrics
5) Provider maps (See “Transparency”)
6) Narrow network disclosures (See “Narrow Networks”)
7) ltems listed in “Monitoring Options” sections
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EXAMPLE: Medicare Advantage Formula - Used to

establish criteria for:
e  Minimum number of providers Medicare Advantage Network Adequacy Formula
e  Maximum travel distance to providers
. Maximum travel time to providers

Formula



http://www.cms.gov/Medicare/Medicare-Advantage/MedicareAdvantageApps/downloads/2011_MA_Network_Adequacy_Criteria_Overview.pdf
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Introduction

Projections for enrollment in the new insurance options created under the Affordable Care Act
(ACA) are often point-in-time estimates. But just as people frequently move in and out of being
uninsured, insurance coverage through Covered California (California’s health insurance market-
place) or through Medi-Cal is dynamic and can change for an individual over the course of a year.

This churn in enrollment is important to understand and predict. In order to maximize the number
of insured Californians, Covered California will need to reach individuals who become eligible for
coverage between open enrollment periods. Understanding the extent and nature of churn can help
in planning for ongoing enrollment, ensuring smooth health coverage transitions and continuity of
care, and reducing uninsurance.

Methodology

The California Simulation of Insurance Markets (CalSIM) model version 1.7 provides a demo-
graphic profile of the California non-elderly population with household income at or below 138
percent of the Federal Poverty Level (FPL) projected to be enrolled in Medi-Cal in 2019,! and the
non-elderly population with household income between 139 and 400 percent of FPL projected to
be enrolled with subsidies through Covered California in 2019. This analysis uses the longitudinal
Survey of Income and Program Participation (SIPP) and calibrates the population in the 2004-05
and 2008-09 panels to match the demographics of the two groups predicted by CalSIM. Following
each cohort across 12 months and observing changes in income, take up of employer sponsored
insurance (ESI), and loss of insurance recorded in the SIPP, the analysis predicts the share of those
originally enrolled who will remain in the same type of coverage at the end of the 12 months. The
odds of becoming uninsured are adjusted to account for policy changes under the ACA.? In this
analysis, we assume that the chance of Covered California enrollees becoming uninsured is

! Children in households with income at or below 266 percent of FPL are eligible for Medi-Cal, but only those in
households with income at or below 138 percent were included in this analysis.

2 These policy changes include the minimum essential coverage requirement (the individual mandate), the provi-
sion of advanced premium tax credits (subsidies) and cost-sharing subsidies to make individual coverage more
affordable, and streamlined enrollment and renewal processes.
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reduced by 90 percent (from chance of becoming un-
insured without the ACA) under a stronger retention
scenario and 50 percent under a weaker retention sce-
nario. We further assume that no Medi-Cal enrollees who
continue to be eligible will drop their coverage to become
uninsured.

Results

Table 1 shows how many of those initially eligible for and
enrolled in Medi-Cal will remain eligible over the course
of the year, how many will become eligible for coverage
with subsidies through Covered California, and how many
will leave for employer-sponsored insurance (ESI).

These estimates assume that Medi-Cal enrollees become
eligible for Covered California only if their incomes fall
within 139-400 percent FPL for two consecutive months
and final annual income exceeds 138 percent FPL. As
mentioned above, they also assume “perfect re-enroll-
ment” where no one eligible for benefits leaves Medi-Cal
to become uninsured. This assumption is unlikely to hold
in reality; despite the fact that Medi-Cal does not require
premium payments, there will no doubt be people who
remain eligible but for various reasons will not be re-en-
rolled. This analysis does not estimate the extent of those
re-enrollment challenges and can therefore be considered
a best-case scenario for churn in Medi-Cal.

Table 1: For individuals enrolled in Medi-Cal, share
staying in Medi-Cal, becoming eligible for subsidies
through Covered CA, or leaving for job-based coverage
within 12 months'

Enrollees with household income at or below 138 percent FPL

Stay in Medi-Cal 74.5%
Income increases, eligible for Covered California 16.5%
Leave for job-based coverage 9.1%
Total 100%

Table 2 shows how many of those initially eligible for and
enrolled with subsidies through Covered California will
take up Medi-Cal or other public coverage over the course
of the year, how many will leave for ESI, and how many
become uninsured.

These estimates are calculated using two scenarios: stron-
ger retention and weaker retention (see methodology for
more details). The results under both scenarios are similar
and do not appear to be very sensitive to these retention
assumptions.

Table 2. For individuals enrolled in Covered California
receiving subsidies, share staying in Covered Califor-
nia, leaving for other coverage, or becoming uninsured
within 12 months'

Stronger Weaker

retention  retention

scenario scenario
Stay in Covered California 57.5% 53.3%
Take Up Medi-Cal / Public Coverage 21.3% 20.5%
Leave for job-based coverage 19.0% 18.3%
Become Uninsured 2.2% 7.9%
Total 100% 100%

This analysis focuses on a given cohort of enrollees—those
who are enrolled at a given point in time—and follows
them throughout 12 months. We predict that a significant
portion of any given cohort of Medi-Cal (25.5 percent)

or subsidized Covered California (42.5 to 46.7 percent)
enrollees will have a short period of enrollment (lasting
less than 12 months). People who are short-term enrollees
will leave and join throughout the year. If we were to look
at those who were ever enrolled in one of these programs
over the course of the year (instead of focusing on a par-
ticular cohort that is enrolled at a point in time), we would
see that an even higher share are short-term enrollees.?

3 To see why, imagine the following simplified scenario: 100 people
are enrolled in Covered California in January, and 57 of those origi-
nal 100 are still enrolled in January of the following year. Imagine
that the population enrolled stays steady at 100 because take up

in the population generally is not changing. Imagine further that

all short-term enrollees stay for exactly 4 months. Thus, in May 43
people leave and 43 new people join. The same thing happens in
September. Looking over the course of the year 100+43+43=186
people were ever enrolled; 57 of them (31 percent) were enrolled for
the whole year, and 129 (69 percent) were short-term enrollees.
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Discussion

For a given cohort of enrollees in Medi-Cal with house-
hold income at or below 138 percent FPL, about three-
quarters (74.5 percent) are expected to remain enrolled
in Medi-Cal after 12 months, while one in six (16.5
percent) are expected to experience income increases that
will make them eligible for Covered California. Because
Medi-Cal is such a significant program in California, the
percentage who become eligible for Covered California
amounts to a relatively large number of individuals.

Administrative redetermination hurdles were a significant
source of churn in Medi-Cal before the ACA.iii Because
redetermination will happen every 12 months instead of
every 6 months and will be more automated under the
ACA, we should expect a somewhat more stable Medi-Cal
population. National SIPP analysis from 2001 suggests
that prior to the ACA, 55 percent of a cohort of Medic-
aid enrollees were enrolled for the entire year,i" a smaller
share than we predict in California in 2019 under the
ACA. California administrative data indicate that churn
prior to the ACA varied by eligibility category. Of the ap-
proximately 1.4 million Californians enrolled in Medi-Cal
as CalWORKS recipients, 77 percent were continuously
enrolled for a year or more; 52 percent of the low-income
families not enrolled in CalWORKSs remained for at least
ayear.” Administrative data also reveal that a significant
share of Medi-Cal enrollees—6 percent of those ever
enrolled throughout the year—currently experience a gap
in coverage of less than a year. This short-term loss of
coverage is more likely to be the result of an administrative
glitch than a true change in eligibility, and is thus a good
target for increasing coverage stability in the population.
Effective implementation of the changes aimed at streamlin-
ing the redetermination processes is required for the stability
of the Medi-Cal population to actually increase.

For a given cohort of enrollees with subsidies in Covered
California, a little over half (53.3 to 57.5 percent) are ex-

4 Note that this estimate is not a cohort analysis, but is a share of
those ever enrolled over the course of a year. This analysis used only
select aid codes in Medi-Cal, meant to approximate those who will
be eligible under Modified Adjusted Gross Income (MAGI) rules
under the ACA. DHCS Research and Analytical Studies Division,
“Continuity in Medi-Cal Eligibility (Churn in Population) Pivot
Table” Fiscal Year 2010-2011. Available online at www.dhcs.ca.gov/
dataandstats/statistics/Pages/RASD_Medi-Cal_Enrollment_Trends.
aspx.

pected to remain in that coverage for the entire year. This
is roughly similar to the share remaining in the nongroup
market nationally without the ACA. According to Kaiser
Family Foundation analysis of the national SIPP in 2010-
2011, of those who had only nongroup coverage in Janu-
ary 2010, 56 percent still had only nongroup coverage in
December of 2010.V! Prior to the ACA, purchasers on the
nongroup market could be rejected for pre-existing condi-
tions and did not have a centralized online marketplace

to compare plans. The ACA provides subsidies to some
consumers to increase plan affordability, and mandates
that individuals have health insurance coverage for at least
nine months of the year or face a tax penalty. All these
changes should encourage enrollment both among those
who expect to be in the marketplace for long periods of
time as well as people who expect to have a different form
of coverage within 12 months.

Enrollment in Medi-Cal and Covered California will be
dynamic as Californians move in and out of coverage

and change coverage sources. This policy brief predicts

a significant level of churn out of Medi-Cal and Covered
California each year. Approximately one-fifth of the cohort
of Covered California enrollees are expected to transition
to public coverage such as Medi-Cal, and another fifth are
expected to transition to employer-sponsored coverage.

At the same time, Californians will be newly enrolling in
Medi-Cal during the year. Many individuals will enroll in
Covered California during special enrollment periods,"i
as they experience certain triggering events which make
them eligible for enrollment outside of the regular enroll-
ment periods. Triggering events are often but not always
changes in life circumstances including losing job-based
coverage, getting married or having a child, or moving
into a new service area."il Consequently, it will be vital for
the enrollment infrastructure—from outreach, to the web-
site, to in-person and call-center assistance—to be available
and active even outside of open enrollment periods.

Changes in eligibility do not guarantee enrollment. The
risk of becoming uninsured during the kinds of life transi-
tions that precipitate such changes in eligibility are well
documented. Job loss or change, divorce or widowhood,
aging out, disability, and moving are all associated with
loss of insurance.® Making sure that people successfully
transition from one type of insurance to another will depend
not only on the ease of enrollment, but also the extent to
which Covered California and Medi-Cal take advantage of
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existing institutional points of connection to people undergo-
ing these life transitions, e.g., COBRA notices or government
services like unemployment, CalFresh (food stamps), or the
Department of Motor Vehicles.

Bouts of uninsurance are known to have negative health
consequences. The uninsured have higher mortality
overall,* and are more likely to go without care.*' Those
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Welcome to Say Ahhh! a health care policy blog by Georgetown University’s Center for Children and Families.
Our policy experts have their fingers on the pulse of what's happening on health care coverage for children and
families. Our experience is diverse, our perspectives unique, our mission united.

Recommendations to Strengthen Navigator and Assister
Programs

April 07, 2014
Tricia Brooks
Affordable Care Act : Outreach and Enrollment / All

Hats off to navigators and certified application counselors (CACs) across the country who persevered through
the rocky rollout of the marketplaces and helped create the late surge that put enroliment over the top. There is
much yet to be learned as we reflect back on open enroliment, but we already know there is much that can be
done to strengthen and enhance the navigator and CAC programs.

As a starting point, CMS recently proposed a set of regulations that would provide relief from over-reaching

state navigator laws that prevent navigators and assisters from fulfilling their duties as required by the Affordable
Care Act. Comments on these regulations are due April 21.

Recently, my colleagues at the Asian Pacific Islander American Health Forum, Center on Budget and Policy
Priorities, Community Catalyst, Enroll America, Families USA, National Health Law Program and I put our
heads together to identify strategies and priorities to enhance the work of navigators and other assisters. We
summarized these in a letter to Secretary Sebelius and CCIIO administrators with detailed recommendations to:

1. Refine the navigator federal grant application and award process.
2. Strengthen the infrastructure that supports assisters.
3. Enhance training and continuing education.

The big ask, of course, is for more funding to boost consumer assistance. The grants awarded to navigators and
community health centers in 34 states where the federal government runs the marketplace was barely more than
twice the combined total that California and New York allocated for consumer assistance funding. In all states

that operate a state-based or partnership marketplace, considerably more resources were available for outreach
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and consumer assistance than in states served by the federal marketplace (FFM). Notably, none of the 12 states
showing Medicaid/CHIP enrollment gains of between 10% and 35% were FFM states.

Regardless of how much funding is allotted to support navigator grantees over the next year, there are a number
of strategies that would enable navigators and assisters to maximize the number of consumers who can be helped
effectively with limited federal dollars:

¢ Grants should be awarded to organizations that can coordinate the consumer assistance effort in a state or
region to ensure that resources are directed at the places and populations most in need. Investing in this
level of coordination and oversight mmnimizes duplication and ensures a holistic approach to assistance
across the state or region.

¢ Navigators should be allowed to provide assistance over the phone, after obtaining written authorization
from the consumer. Phone assistance will save time and help ensure that more individuals complete the
enrollment or renewal process.

* A unit of system and policy experts should be dedicated to support navigators and assisters. Assisters
often have more experience and expertise than call center personnel. Dedicating an expert unit to support
them will advance problem resolution and troubleshooting of systemic issues.

¢ A dedicated assister web portal will enable Navigators and CACs to efficiently provide application
assistance, while enabling the marketplace to track enroliment by assister and more readily manage its
oversight responsibilities.

The letter to Secretary Sebelius dives more deeply into these priorities and other recommendations, and suggests
additional training that would broaden the knowledge of assisters.

The next open enrollment period will likely be much smoother, but marketplaces will also be processing the first
round of renewals for more than 7 million people. And if enrollees didn’t like the plan they picked, they will be
looking for more help in comparing plans. Equally important, long-time uninsured consumers need help n using
their insurance because the ultimate test ofthe ACA will be whether people are able to access the health care
they need and find value in their coverage.

Throughout open enrollment, focus groups and surveys of applicants and the uninsured highlight the direct
connection between consumer assistance and enrollment success. Just as marketing and customer service are
critical to the ongoing success of a business, so is consumer assistance to achieving the vision of health reform.

Categories: Outreach and Enroliment , All
Tags: navigators
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ABSTRACT

The Affordable Care Act insurance reforms seek to expand coverage and
to improve the affordability of care and premiums. Before the implemen-
tation of the major reforms, data from U.S. census surveys indicated
nearly 32 million insured people under age 65 were in households spend-
ing a high share of their income on medical care. Adding these “underin-
sured” people to the estimated 47.3 million uninsured, the state share of
the population at risk for not being able to afford care ranged from 14
percent in Massachusetts to 36 percent to 38 percent in Idaho, Florida,
Nevada, New Mexico, and Texas. Nationally, more than half of people
with low incomes and 20 percent of those with middle incomes were
either underinsured or uninsured in 2012. The report provides state base-
lines to assess changes in coverage and affordability and compare states
as insurance expansions and market reforms are implemented.

Support for this research was provided by The Commonwealth Fund. The views presented
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EXECUTIVE SUMMARY

The United States is in the midst of the most signif-
icant health insurance expansion and market
reforms since Medicare and Medicaid were enacted
in 1965. The Affordable Care Act aims to insure
millions of people without health care coverage and
make medical care and premiums more affordable
with coverage. Enrollment began in October 2013;
major coverage reforms started in January 2014.

The twin goals of health insurance are to
enable affordable access to health care and to allevi-
ate financial burdens when injured or sick. It is well
known that the uninsured are at high risk of forgo-
ing needed care and of struggling to pay medical
bills when they cannot postpone care. Studies fur-
ther find that insured people who are poorly pro-
tected based on their households” out-of-pocket
costs for medical care are also at risk of not being
able to afford to be sick.

Using newly available data from census sur-
veys, this report provides national and state-level
estimates of the number of people and share of the
population that were insured but living in house-
holds that spent a high share of annual income on
medical care in 2011-12. In the analysis, we refer to
these people as “underinsured.” However, this group
is only one subset of the underinsured. Our esti-
mates do not include insured people who needed
care but went without it because of the out-of-
pocket costs they would incur, or the insured who
stayed healthy during the year but whose health
insurance would have exposed them to high medical
costs had they needed and sought care.

The analysis finds that in 2012, there were
31.7 million insured people under age 65 who were
underinsured. Together with the 47.3 million who
were uninsured, this means at least 79 million peo-

ple were at risk for not being able to afford needed

care before the major reforms of the Affordable Care
Act took hold.

At the state level, the percentage of the
under-65 population who were either uninsured or
underinsured ranged from 14 percent in
Massachusetts to 36 percent to 38 percent in the
five highest-rate states—Idaho, Florida, Nevada,
New Mexico and Texas (Exhibit ES-1).

In all states, people with low incomes are at
greatest risk for being underinsured or uninsured.
Nationally, in 2012, nearly two-thirds (63%) of
those with incomes below the federal poverty level
were either underinsured or uninsured. Among
those with incomes between 100 percent and 199
percent of poverty, nearly half (47%) were underin-
sured or uninsured.

A decade or more of people losing health
coverage and a steady erosion in the financial pro-
tection of insurance has also put middle-income
families at risk. In 2012, one of five people (20%)
under age 65 with middle incomes (between 200%
and 399% of poverty)—an estimated 15.6 million
people—were either underinsured or had no health
insurance. The share of middle-income people who
were underinsured or uninsured reached highs of 28
percent to 31 percent in Texas, Alaska, and
Wyoming.

Historically, states with high uninsured rates
have had lower rates of job-based insurance and
more restrictive Medicaid eligibility and often high
rates of poverty, making it more difficult to expand
coverage from state resources alone. To overcome
these historic barriers, insurance reforms provide for
federal subsidies to reduce premium costs and out-
of-pocket medical costs for eligible low- and middle-
income families who buy plans through the new
state-based insurance marketplaces. Federal resources

also support expanding state Medicaid programs to
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Exhibit ES-1. Summary Highlights: National and State-Level Estimates, Under-65 Population

Millions National
2012 2012 Lowest state Highest state

Total: Insured but 14% 38%
underinsured* or 79.0 29.5%
uninsured

Insured but 31.7 11.8% 8% 17%

underinsured

Uninsured 47.3 17.7% 4% 27%
Premiums exceed 29.2 10.9% 7% 14%

ACA thresholds**

* Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income under

200% poverty.

** Affordable Care Act (ACA) thresholds refers to the maximum premium contribution as a share of income in marketplaces or Medicaid.

Data source: March 2012 and 2013 Current Population Surveys.

citizens and legal residents with incomes near or
below poverty.

For those eligible to participate, income-
related tax credits for premiums and Medicaid will
limit the share of income individuals and families
are required to contribute toward their premiums.
Using newly available census data on out-of-pocket
premium costs compared with incomes, we estimate
that 29 million insured people were in households
that spent more on premiums as a share of income
in 2012 than the new premium contribution limits
set by the Affordable Care Act for those eligible for
subsidized coverage. Across states, the share of the
population paying high premiums relative to their
incomes ranged from 8 percent to 17 percent of the
insured. Although only a portion of those with
high-premiums compared to income (an estimated
11 million) will be eligible to participate in
expanded Medicaid or to receive premium assistance
for plans purchased in the marketplaces, the state
level estimates provide a baseline to assess changes in
premiums affordability relative to income over time.

The impact of insurance expansions on cov-
erage, premium, and out-of-pocket costs for medical

care will depend critically on state decisions

regarding Medicaid. Income eligibility levels for pre-
mium tax credits start at 100 percent of poverty,
with the law designed to expand Medicaid to cover
people with incomes up to 138 percent of poverty.
As of yet, 24 states have opted not to expand their
Medicaid programs to 138 percent of poverty. Of
these states, only Wisconsin will cover adults up to
the federal poverty level. An estimated 15.2 million
people who are either uninsured or underinsured
who have incomes below poverty live in the 23
states where Medicaid eligibility for adults is well
below poverty. Although some may be ineligible
based on immigration status and others may be eli-
gible under current Medicaid but not yet signed up,
unless these states participate in the Medicaid
expansion, there will be no new subsidized coverage
option for these people since their income is too low
to qualify for premium assistance.

State-level data indicate the law’s income-
related reforms are well-targeted to help people with
incomes in ranges that put them at greatest risk for
being either uninsured or underinsured. The
Affordable Care Act thus has the potential to reduce
high medical care cost burdens while also covering

the uninsured. However, the extent of improvement
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will critically depend on state decisions and the
plans people select.

To the extent the law’s coverage provisions
reach low- and middle-income families who are
uninsured or underinsured, we may change the
access and affordability map of the country.
However, this will depend on states seizing the
opportunity to invest and use new federal resources
well, combined with effective oversight of private
insurance plans.

The number of uninsured declined by nearly
2 million from 2010 to 2012 following implemen-
tation of early Affordable Care Act reforms, includ-
ing expansion of coverage to young adults. National
surveys in 2013 and early 2014 indicate further
decline in the number of uninsured, providing con-
tinuing positive news. As of March 2014, 5 million
people had selected a plan through the new market-
places and 10.3 million adults and children had
been determined eligible for Medicaid and the
Children’s Health Insurance Program (CHIP). With
reforms to ensure more comprehensive benefits,
there is the potential to improve affordability across
states.

For the first time, the nation has committed
resources with the goal of achieving near-universal
coverage with financial protection to ensure care as
well as insurance is affordable. These are ambitious
goals given the wide geographic gaps in coverage
and affordability evident before reforms took hold.
This report provides state-by-state baseline data to
assess changes in coverage and affordability and

compare states as reforms are implemented.

www.commonwealthfund.org

Xi


www.commonwealthfund.org

INTRODUCTION

The United States is in the midst of the most signif-
icant health insurance expansion and market
reforms since Medicare and Medicaid were enacted
in 1965. Aiming to expand coverage and make
medical care and premiums more affordable, the
Affordable Care Act major coverage expansions and
market reforms commenced in January 2014.

The twin goals of health insurance are to
enable affordable access to health care and to allevi-
ate financial burdens when injured or sick. It is well
known that the uninsured are at high risk of forgo-
ing needed care and of struggling to pay medical
bills when they cannot postpone care. Studies fur-
ther find that insured people who are poorly pro-
tected based on their households” out-of-pocket
costs for medical care are also at risk of not being
able to afford to be sick.

Using newly available data from census sur-
veys on out-of-pocket costs for medical care, this
report provides national and state-level estimates of
the number of people and share of the population
that were insured but living in households that
spent a high share of annual income on medical care
in 2011-12. In the analysis, we refer to these people
as “underinsured.” Adding the underinsured to peo-
ple uninsured, this report provides estimates of the
share of each state’s population at risk of not being
able to afford care before major insurance expan-
sions and reforms

We also analyze the share of each state’s
under-65 population that were paying a high share
of their family income on premiums before major
reforms. The report thus provides state baseline data
to assess changes in coverage and affordability and

to compare states as reforms are implemented.

The report draws on data from the U.S. Census
Bureau’s Current Population Surveys (CPS) for
2012 and 2013. Historically, the CPS has tracked
health insurance coverage to allow for estimates of
the uninsured in all states. Starting in 2010, the sur-
vey added questions about out-of-pocket spending
for medical care and premiums. In the analysis we
used this newly available data to estimate the num-
ber of insured people under age 65 who were in
families (including single-person households) that
paid a high share of their annual income on medical
care, indicating they were “underinsured.”

Building on earlier studies,’ we used two
thresholds to identify people who were insured with
high medical-cost burden: people with insurance in
households that spent 10 percent or more of total
income on medical care (not including premiums);
or 5 percent or more, if annual income was less than
200 percent of poverty. We refer to these people as
“underinsured.”® Our earlier work also included
insured people with deductibles that were high rela-
tive to family incomes, since they had great poten-
tial financial risk even if they did not incur high
medical costs during the year. This information is
not available in the CPS survey: thus the estimate of
people who are insured yet underinsured is a more
conservative estimate and a subset of the at-risk
population.

We also estimated the number of insured
people who paid a relatively high share of their
incomes on premiums. To do this, we compare the
amount spent on premiums relative to incomes to
threshold limits for premium tax credits or
Medicaid set by the Affordable Care Act. This pro-
vides an estimate of the number of people who

spent more on premiums as a share of incomes than
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they might have if they were eligible for subsidized

coverage or Medicaid.’

We profile national and state-level estimates for
four income groups using poverty thresholds:

+ below poverty: annual income of less
than $11,490 if single; less than $23,550
for a family of four in 2013;

« low income: 100 percent to 199 percent of
poverty—annual income of $11,490 to less
than $22,980 if single; $23,550 to less
than $47,100 for a family of four in 2013;

« middle income: 200 percent to 399 per-
cent of poverty—annual income of
$22,980 to less than $45,960 if single;
$47,100 to less than $94,200 for a family
of four in 2013;

« higher income: 400 percent of poverty or
more—annual income at or above $45,960
if single and at or above $94,200 for a
family of four in 2013.

Nationally, and in many states, these groups
represent the bottom (poor and low income), mid-
dle and top one-third of the income distribution for
the under-65 population. Tables 1 and 2 provide
national and state total populations and income
distributions.

In the analysis, we report national-level esti-
mates for 2012, which are the most recent CPS data
available. To ensure adequate sample size, state-level
estimates use an average of two years, 2011-2012
(March 2012 and 2013 CPS). The tables at the end

of the report provide details by state for the

estimated number of people (and percent of the
state population) who are uninsured, underinsured,
or paying premiums that are high relative to their

income.

FINDINGS

In 2012, 42.5 million people under age 65 spent a
high share of their income on medical costs, not
including insurance premiums.* Of these, 31.7 mil-
lion were insured yet underinsured, based on the
costs they or their families incurred for medical care
relative to their incomes.” Overall, about one of
eight (12%) of the under-65 population were
underinsured, putting them at risk of going without
needed care or for incurring medical bill problems
and debt (Exhibit 1 and Table 1).

From 2010 to 2012, following early
Affordable Care Act reforms that expanded coverage
to young adults, the number of uninsured declined
by nearly 2 million (Exhibit 1). However, during
this same time period, the estimated number of peo-
ple who were insured but underinsured grew from
29.9 million to 31.7 million, nearly offsetting the
gain in coverage. As a result, in 2012, before the

launch of major insurance reforms, 79 million

Exhibit 1. Uninsured or Underinsured: National Trends, Under-65 Population

Uninsured 49.2 47.9 47.3 17.7%
Insured but 29.9 30.6 31.7 11.8%
underinsured

Total: Insured but

underinsured* or 79.1 78.5 79.0 29.5%

uninsured

* Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income under

200% poverty.
Data source: March 2011, 2012, and 2013 Current Population Surveys.
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people were either underinsured (31.7 million) or
uninsured (47.3 million)—nearly 30 percent of the
under-65 population.

Nationally, half of the estimated 32 million
underinsured people had incomes below 100 per-
cent of poverty; nearly one-third (9.7 million peo-
ple) had incomes between 100 percent and 199 per-
cent of poverty. Another 13 percent—4.2 million—
were in middle-income families with incomes

between 200 percent and 399 percent of poverty
(Exhibit 2 and Table 4).

The percent of states’ under-65 population who
were insured but underinsured ranged more than
two-fold across states: from a low of 8 percent in
New Hampshire to highs of 16 percent to 17 per-
cent in Tennessee, Mississippi, Utah, and Idaho
(Exhibit 3 and Table 3).

Nationally, nearly one of five people under
age 65—47.3 million—were uninsured in 2012.
The share of states’ nonelderly population who were
uninsured ranged from a low of 4 percent in
Massachusetts to a high of 27 percent in Texas
(Table 3). Combining estimates of the underinsured
and uninsured, the share of people at risk of not
being able to afford care before the launch of the
Affordable Care Act’s major coverage reforms ranged
from a low of 14 percent in Massachusetts to highs
of 36 percent to 38 percent in Idaho, Florida,
Nevada, New Mexico, and Texas (Exhibit 4 and
Table 3).

There is a distinct regional pattern: several
of the states with the lowest rates of uninsured or
underinsured were in the Northeast (Massachusetts,
Connecticut, Vermont, and New Hampshire) or
upper Midwest (Minnesota, North Dakota). States
with the highest rates were in the South and West

Exhibit 2. Distribution of Underinsured by Poverty, Under-65 Population, 2012

Insured but underinsured:* 31.7 million people

4.2 million
13%
16.0 million
50%
9.7 million
31%

@ Less than 100% poverty
100%-199% poverty
200%-399% poverty

(O 400% poverty or more

Note: Sum of percentages or people may not equal total because of rounding.
* Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more

if income under 200% poverty.
Data source: March 2013 Current Population Survey.
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Exhibit 3. Underinsured by State, 2011-2012
Ranges from 8 percent to 17 percent of population

Percent of under-65 population
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Note: Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or
more if income under 200% poverty.
Data source: March 2012-2013 Current Population Survey (states: two-year average).

Exhibit 4. Underinsured or Uninsured by State, 2011-2012
Ranges from 14 percent to 38 percent of population
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* Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if
income under 200% poverty.
Data source: March 2012-2013 Current Population Survey (states: two-year average).
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(Montana, Arkansas, Idaho, Florida, Nevada, New
Mexico and Texas). Four states (Massachusetts,
Minnesota, Connecticut, North Dakota) and the
District of Columbia stand out for having unin-
sured and underinsured rates that were relatively low

compared with other states (Table 3).

The vast majority of the 79 million uninsured or
underinsured—more than nine of 10—had incomes
below 400 percent of poverty (Exhibit 5 and Table
6). More than two of five (33.3 million) had
incomes below poverty.

People living in low- or middle-income
households are most at risk of being either unin-
sured or insured but poorly protected. Nationally,
nearly two-thirds (63%) of those with incomes

below poverty were either underinsured or

uninsured in 2012 (Exhibit 6). At the state level,
with the exception of Massachusetts, Delaware, and
the District of Columbia, at least half of the poorest
residents of states either had no health insurance or
were underinsured (Table 6). In Nevada and Utah,
at least three-quarters of residents with incomes
below poverty were uninsured or underinsured.

Among people with incomes near poverty
(100% to 199% of poverty), nearly half (47%) were
uninsured or underinsured. Across states, this
ranged from a low of 30 percent or less in
Massachusetts, Hawaii, and the District of
Columbia to highs of 55 percent to 56 percent in
Idaho and Texas (Table 6).

Reflecting the ongoing erosion of coverage,
20 percent of people with middle-class incomes
(200% to 399% of poverty) were also uninsured or
underinsured in 2012. This amounts to an esti-

mated 15.6 million people with incomes well above

Exhibit 5. Distribution of Underinsured or Uninsured by Poverty,

Under-65 Population, 2012

Insured but underinsured* or uninsured: 79 million people

.~ 6.8
. million

9%
15.6 million
20% 33.3 million
42%
23.2 million
29%

@ Less than 100% poverty
100%-199% poverty
200%-399% poverty

O 400% poverty or more

* Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more

if income under 200% poverty.
Data source: March 2013 Current Population Survey.
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Exhibit 6. At Risk: 79 Million Uninsured or Underinsured, 2012

Percent of under-65 population

75 — @ Insured but underinsured*
Uninsured
50 —
25 — 20
8
15 I
6
O T T T T 1
Total Below 100% 100%-199% 200%-399% 400% FPL
FPL FPL FPL or above

Notes: FPL = federal poverty level. Percentages may not sum to total because of rounding.

* Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more
if income under 200% poverty.

Data source: March 2013 Current Population Survey.

Exhibit 7. Middle-Income Uninsured or Underinsured by State, 2011-2012
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Note: Middle income = 200% to 399% of poverty.

* Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if
income under 200% poverty.

Data source: March 2012-2013 Current Population Survey (states: two-year average).
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poverty who were either uninsured or insured but
incurring medical bills that were high relative to
their incomes.

Combining the numbers of uninsured and
underinsured, the percent of states’ middle-income
population at risk of not being able to afford care
ranged from 9 percent in Hawaii and Massachusetts
to highs of 28 percent to 31 percent in Texas, Alaska
and Wyoming. In seven states—Idaho, Nevada,
Florida, New Mexico, Texas, Alaska, and
Wyoming—at least one of four middle-income resi-
dents were uninsured or insured but poorly pro-
tected (Exhibit 7 and Table 6).

The exposure to high out-of-pocket medical
care costs even when people have insurance reflects
insurance trends—including higher deductibles and
cost-sharing, as well as gaps in benefits or limits on
coverage—in both the employer and individual

. 6 . . o1e .
insurance markets.” This puts insured families at risk

in terms of access to health care and financial well-
being. Studies indicate that low- and middle-income
insured individuals and families who face high out-
of-pocket costs for medical care relative to their
incomes are nearly as likely as the uninsured popula-
tion to go without care because of costs, forgo care
when sick, struggle to pay medical bills, or incur
medical debt.” Both population groups—underin-
sured and uninsured—are at far higher risk of access
or medical bill concerns than those with more pro-
tective coverage.

In all states, people with higher incomes—at
or above 400 percent of poverty—have more protec-
tive coverage. The combined share of the states’
higher-income population who were uninsured or
underinsured before reforms ranged from 3 percent
in Massachusetts to 13 percent in Alaska and

Wyoming (Table 6).

Exhibit 8. Total Premiums for Employer-Sponsored Insurance Rise Sharply
as Share of Median Income for Under-65 Population, 2003 and 2012

Less than 17%
17%-19%
20%-22%

2003

Note: Premiums include employer and employee shares.

Data sources: 2003, 2012 Medical Expenditure Panel Survey-Insurance Component; March 2004 and March 2013 Current Population

Surveys for median income.
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Over the past decade, the cost of health insurance
has risen far faster than incomes for middle- and
low-income working-age families. Nationally by
2012, average annual premiums for employer-spon-
sored health insurance (including the employer and
employee share) equaled about 22 percent of
median household income for the under-65 popula-
tion, up from 15 percent in 2003. In each state,
average premiums were a greater share of median
income in 2012 than they were in 2003 (Exhibit 8
and Table 7).

Maps detailing these changes reveal the
starkly altered landscape. In 2003, in three-fourths
of the states, the average premiums for employer-
sponsored health insurance amounted to less than
17 percent of state median incomes. In all but two
states, premiums as a share of median state incomes
were below 20 percent. By 2012, average premiums
were at least 17 percent of median incomes in all
but one state, Minnesota, and 23 percent to 28 per-
cent of median income in 18 states, including the
four most populous: California, Texas, New York,
and Florida.

At the same time that premiums have risen,
the value of benefits has declined. Deductibles more
than doubled for plans provided by larger and small
employers.® This increase—plus other cost-sharing
or limits on benefits—has left insured patients pay-
ing a higher share of medical bills. With little or no
growth in incomes over a decade, insurance and care

have become less affordable.

MAJOR INSURANCE AND
MARKET REFORMS

Responding to widespread concerns about access to
care and affordability, the Affordable Care Act seeks
to expand and improve insurance coverage with sub-
sidies aimed to reach those with low or middle
incomes. In October 2013, enrollment opened for
the Affordable Care Act’s new coverage options that
commenced in 2014 with the joint goals of expand-
ing coverage and making insurance and care more
affordable. The law’s major insurance reforms
include three main provisions: 1) expansion of
Medicaid eligibility to people with incomes up to
138 percent of poverty; 2) income-related tax credits
to reduce the cost of premiums for people with
incomes between 100 percent and 399 percent of
poverty who are eligible to purchase plans through
state-based insurance marketplaces; and 3) lower
cost-sharing for people with low or modest incomes
who are eligible for Medicaid or to participate in the
new insurance marketplaces. In addition, insurance
market reforms effective in January 2014 set new
standards for insurance and established new market
rules that prohibit turning people away or charging
them more because of health status or gender.
Market reforms also limit the amount insurers can
charge based on enrollees’ age, limit annual out-of-
pocket costs, and require plans to include essential

benefits.’

The Affordable Care Act provides federal support to
expand Medicaid for all citizens and legal residents
with incomes up to 138 percent of the federal pov-
erty level. This represents a significant expansion of
the program for adults. Before reform, in most
states, nondisabled adults without children were not

eligible for Medicaid regardless of income level, and
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the income eligibility thresholds for parents were
well below poverty." The expansion is fully funded
by the federal government through 2016 with the
federal share declining to 90 percent by 2020."

People with incomes between 100 percent
and 400 percent of poverty can receive tax credits to
help pay insurance premiums if they do not have
access to public insurance or an affordable
employer-based plan.'” For those eligible, tax credits
will cap premium costs at 2 percent to 9.5 percent
of annual income, relative to various thresholds of
the federal poverty level (Exhibit 9).

The premium assistance and Medicaid
expansion have the potential to lower costs for many
low- and middle-income individuals and families
who have insurance and expand coverage to people
who do not. Using newly available information on
out-of-pocket payments for premiums, we estimate

that 29 million insured people—11 percent of the

total under-age-65 population and 13 percent of the
insured population under age 65—paid premiums
that exceeded the Affordable Care Act premium
contribution thresholds for those at their household
income level before reforms (Table 8). In other
words, they had high premium out-of-pocket costs
compared with incomes, with “high” defined as in
excess of Affordable Care Act contribution
thresholds.

Across states, the share of the insured popu-
lation paying high premiums relative to income in
2011-12 ranged from an estimated 8 percent to 17
percent (Exhibit 10). Table 8 provides baseline esti-
mates by state for the number of insured people in
households paying a high share of their incomes on
premiums before the implementation of reforms. In
the larger states, this amounts to millions of people.
For example, an estimated 3.1 million insured in

California, 2.3 million in Texas, 1.9 million in

Exhibit 9. Premium Tax Credits and Cost-Sharing Protections Under the Affordable Care Act

PREMIUM

CONTRIBUTION AS  OUT-OF-POCKET  ACTUARIAL VALUE:
INCOME A SHARE OF INCOME LIMITS IF IN SILVER PLAN
<100% A 0% (Medicaid) $0 (Medicaid) 100% (Medicaid)

100%-137% f; i;;'ggg B :i;g'igg 2%, or 0% if Medicaid 94%

S: $15,856 — <§17,235 S: $2,250
138%-149% F: $32,499 - <$35,325 3.0%-4.0% F: $4,500 4%
150%-199% 2 i;é;gg B :iii'?gg 4.0%-6.3% 87%

S: $22,980 - <§28,725 S: $5,200
200%-249% F: $47,100 - <$58,875 6.3%-8.05% F: $10,400 3%
250%-299% E igg;?g - :gg'g;g 8.05%-9.5% 70%

S: $34,470 — <§45,960 S: $6,350

o/ __ 0, ! ! 0, 4 0,

300%-399% . §70.650 - <§94.200 9.5% F: $12,700 70%

S: $45,960+

400%+ —

F: $94,200+

Bronze: actuarial value 60%
Gold: actuarial value 80%

Four levels of cost-sharing:

Silver: actuarial value 70%
Platinum: actuarial value 90%

Note: FPL refers to federal poverty level as of 2013. Actuarial values are the average percent of medical costs covered by a health plan. Premium and cost-

sharing credits are for silver plan. Out-of-pocket limits for 2014.

Source: Commonwealth Fund Health Reform Resource Center: What's in the Affordable Care Act? (PL 111-148 and 111-152),
http://www.commonwealthfund.org/Health-Reform/Health-Reform-Resource.aspx.
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Florida, and 1.6 million in New York paid a high
share of income on premiums.

However, not everyone who pays high pre-
miums relative to income will be eligible for help.
The 29 million insured people includes 13.7 million
with incomes below 138 percent of poverty who are
paying premiums above the Affordable CareAct
thresholds for this group. Of these, 8.8 million had
private insurance they bought on their own or
through employers (Table 9). Based on their income
alone, they would likely be eligible for expanded
Medicaid if their state decides to participate in
Medicaid expansions.

For those with incomes above Medicaid eli-
gibility, the law restricts eligibility for premium
assistance in marketplaces to people buying insur-
ance on their own and to workers who have
employer coverage where the employee’s premium

costs for self-only coverage exceeds 9.5 percent of

income. Among the 29 million insured with high
premium costs in 2012, 11.7 million had employer-
sponsored coverage and incomes that would be too
high to qualify for expanded Medicaid.” Only a
portion of this group will be eligible for premium
assistance. In addition, those who are employed by
small employers may benefit from insurance market
reforms and the small business marketplaces that
may yield more affordable options for some of those
businesses. Another 2.2 million with high-premium
costs and incomes above Medicaid levels bought
insurance on their own.' All would likely be eligible
for premium assistance (Table 9).

The baseline data on premiums relative to
incomes indicate that if all states participate in
Medicaid expansions, at least 11 million insured
people with high premiums compared with incomes
could receive premium help based on their income

alone.”

Exhibit 10. Twenty-Nine Million Insured Paid Premiums in Excess of

Affordable Care Act Thresholds, 2011-2012

’. =l..-

g

nY

PERCENT OF INSURED UNDER
AGE 65 WHO PAID PREMIUMS
THAT EXCEED ACA THRESHOLDS

8%-11% (8 states + D.C.)
12%-14% (27 states)

15%-17% (15 states)

Note: Affordable Care Act thresholds refers to the maximum premium contribution as a share of income in marketplaces

or Medicaid if eligible to participate.

Data source: March 2012-2013 Current Population Survey (states: two-year average).
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Medicaid Expansion Makes a Critical
Difference

As originally enacted, the insurance reforms
expanded Medicaid to people with incomes up to
138 percent of poverty in all states to ensure that
low-income individuals and families would have
access to comprehensive coverage with little or no
premiums or cost-sharing.'® As Exhibit 11 illus-
trates, a substantial share of the uninsured and
underinsured have incomes within the range to
qualify for expanded Medicaid. An estimated 23.6
million uninsured—half of the total 47.3 million
uninsured—had incomes below 138 percent of pov-
erty in 2012. Of the 31.7 million underinsured—
nearly two-thirds, or 20.1 million—had incomes
below the new Medicaid threshold.

In June 2012, the Supreme Court ruled that
state participation in Medicaid is optional. As of
March 2014, 26 states plus the District of Columbia

have chosen to participate in the Medicaid expan-
sion and 24 states have either said they are not
expanding or had not yet decided to expand
Medicaid to 138 percent of poverty (Exhibit 12)."
Of the states that have not yet decided to partici-
pate, only Wisconsin will provide Medicaid up to
the federal poverty level for childless, nondisabled
adults.'®

The law was written assuming that all states
would participate in the Medicaid expansion.
Therefore, premium assistance in the marketplaces
will be available only to people with incomes of at
least 100 percent of poverty. In states that do not
expand Medicaid, those with income below poverty
will have no new options available.

Based on the most recent census data, 15.2
million uninsured or underinsured people with
incomes below poverty live in the 23 states (exclud-

ing Wisconsin) where existing Medicaid eligibility

Exhibit 11. Distribution of Uninsured or Underinsured by Poverty, 2012

@ Less than 100% poverty
200%-399% poverty

37%

17.4 million

® 100%-137% poverty

138%-199% poverty

(O 400% poverty or more

47.3 million uninsured under age 65 in 2012

10}

16.0 million

15% 24% 1%
7.3 million 11.3 million 5.1 million
5%
18% 13% 1.7
5.7 million 4.2 million | mil-
lion

31.7 million underinsured under age 65 in 2012

Notes: Percentages may not add to 100% because of rounding. Underinsured defined as insured in household that spent 10% or more of
income on medical care (excluding premiums) or 5% or more if income under 200% poverty.

Data source: March 2013 Current Population Survey.
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Exhibit 12. Status of State Participation in Medicaid Expansion,

as of March 2014
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NC
Expanding (22 states + D.C.)
2 Expanding with variation (4 states) 7
FL Options under discussion (5 states)

Not expanding (19 states)

Note: The Centers for Medicare and Medicaid Services (CMS) has approved waivers for expansion with variation in Arkansas, lowa, and

Michigan. Pennsylvania’s waiver is currently under review by CMS.

Source: Avalere, State Reform Insights; Center on Budget and Policy Priorities; Politico.com; Commonwealth Fund analysis.

standards exclude childless, nondisabled adults and
where income eligibility levels are often well below
poverty for adults with dependent children. Only
four of these states have Medicaid income eligibility
for parents at or above the poverty level—Alaska,
Maine, Tennessee, and Wisconsin."” Some of the
uninsured or underinsured poor in these states may
be ineligible for Medicaid based on immigration sta-
tus and others may be eligible under current
Medicaid or the Children’s Health Insurance
Program (CHIP) but not yet signed up.*’ However,
unless these states decide to participate in the expan-
sion, the poorest residents will have no new insur-
ance options available to them.

Excluding Wisconsin, an estimated 3.5 mil-
lion of the insured poor who paid premiums live in
states that are not participating in the Medicaid

expansion (Table 10). They will not be newly

eligible for Medicaid nor premium assistance through
tax credits.

Many of the states not participating in
Medicaid expansion have among the highest rates of
uninsured or underinsured people as a share of their
total state populations. Without Medicaid expan-
sion, this vulnerable group will remain at high risk

for access, health, and financial problems.

The health plans available in the new marketplaces
are required to provide essential health benefits,
including preventive care and other benefits typi-
cally covered in employer plans. Insurers must offer
these benefits in four categories, or “metal tiers,”
based on the percentage of medical costs covered:

bronze (covering an average of 60% of a person’s
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annual medical costs), silver (70% of costs), gold
(80% of costs), and platinum (90% of costs).”'

People with incomes below 250 percent of
poverty who select silver plans are also eligible for
cost-sharing subsidies that increase the amount of
medical costs covered by their plan, thereby lower-
ing the amount they have to spend out-of-pocket on
deductibles, copayments, and coinsurance. However,
people must enroll in silver plans in order to receive
this benefit (Exhibit 9). These provisions could help
reduce the number of underinsured people to the
extent that those who were uninsured or underin-
sured before reforms are eligible to participate in the
marketplaces and select silver plans.

The insurance market reforms also provide
new protections against high out-of-pocket medical
care costs. The law caps the amount people will pay
out-of-pocket annually for covered medical and pre-
scription drug benefits, with the lowest out-of-
pocket limits for people with incomes below 200
percent of poverty. It also prohibits plans from
imposing annual dollar limits on covered benefits.
This latter provision protects the insured from sim-
ply running out of coverage. Effective this year,
reforms prohibit insurers from denying or limiting
coverage or charging higher premiums based on
gender or poor health. These reforms potentially
make premiums and health care more affordable

across lifetimes.

The Affordable Care Act insurance reforms were
well-targeted to provide assistance to those currently
uninsured or insured but poorly protected—that is,
the underinsured. As Exhibit 11 illustrates, approxi-
mately two-thirds of the uninsured and four-fifths
(81 percent) of the underinsured have incomes

below 200 percent of poverty—the income range

potentially eligible for substantial premium assis-
tance and reduced cost-sharing. Many may also ben-
efit from new insurance market rules that apply
broadly across the country. There is the potential to
reduce the number of uninsured and underinsured
compared with the 2012 baseline.

Substantial gains, however, will depend on
the plans people choose and state efforts to ensure
high-value benefit designs and accessible networks.
One concern is to what extent people with low or
modest incomes will opt for “bronze” level plans.
These plans may be attractive because they have the
lowest premiums. For people with low incomes, tax
credits may offset most or all of the out-of-pocket
premium costs for these plans. However, people
choosing bronze-level plans will pay 40 percent of
medical care costs on average and thus remain at
financial risk. Additionally, in choosing a bronze
plan, people with low incomes forgo the cost-shar-
ing subsidies that are tied to silver plans that sub-
stantially reduce out-of-pocket spending for medical
care. As of February 2014, 62 percent of those
enrolling in the new marketplaces selected silver
plans, 19 percent had selected gold or platinum,
and 19 percent had selected bronze.” It will be
important to track the pattern of plan choices by
income to assess the impact on affordability.

In addition, it is important to note that the
Affordable Care Act’s limits on out-of-pocket costs
for covered benefits also apply only to in-network
providers. As discussed in a recent report profiling
insured people with medical debt, even with the
new limits, the insured may encounter high medical
care costs if they receive care from out-of-network
clinicians.”’ This can happen even if the patient
selects an in-network surgeon and hospital, if anes-
thesiologists or other clinicians involved in the hos-

pital care are allowed to stay out-of-network.
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CONCLUSION

If the Affordable Care Act’s major coverage provi-
sions, which went into effect in January 2014, per-
form near expectations, the United States will come
closer to achieving near-universal coverage. By mak-
ing affordable, comprehensive coverage available,
the reforms have the potential to reduce the ranks of
the uninsured and the insured with high cost bur-
dens. To the extent insurance reforms achieve this
potential, they will improve access to care, decrease
the number of people who go without care because
of costs, and reduce medical debt and struggles with
unaffordable medical bills. More protective insur-
ance could also allow for more equitable access to
primary and preventive care.”*

The major insurance reforms that began this
year have the potential to change the insurance and
access map of the country. The number of unin-
sured declined by nearly 2 million from 2010 to
2012 following implementation of early Affordable
Care Act reforms, including expansion of coverage
to young adults. National surveys in 2013 and early
2014 indicate further decline in the number of
uninsured, providing continuing positive news. As
of March 2014, 5 million people had selected a plan
through the new marketplaces” and 10.3 million
adults and children had been determined eligible for
Medicaid and the Children’s Health Insurance
Program (CHIP).”® With reforms to ensure more
comprehensive benefits, there is the potential to
improve affordability across states.

However, the new marketplaces offer plans
that include substantial cost-sharing and annual
caps on out-of-pocket patient costs that apply to in-
network providers only. With these benefit designs,
there is the risk that the nation could convert the

uninsured into the underinsured and fail to stop the

erosion in insurance protections for people with pri-
vate insurance coverage.”

To assess the impact of reforms will require
monitoring affordability of care for the insured as
well as the number of people remaining uninsured.
Preventing more people from becoming underin-
sured will depend on state action, oversight of insur-
ance plans offered, and the individual choices con-
sumers make when selecting coverage.

This report offers baseline data for states and
the nation to track and assess changes over the next
several years. Millions of people in low- and middle-
income families stand to gain more affordable insur-
ance and access to care if states use the new

resources wisely and creatively.
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Table 1. National Distribution of U.S. Population Under Age 65 by Federal Poverty Level, 2012

UNDER-65 POPULATION

POPULATION PERCENT OF
IN MILLIONS POPULATION GROUP

Total population under age 65 267.7 100%
<100% poverty 52.9 20%
100%-137% poverty 20.3 8%
138%-199% poverty 29.3 11%
200%-399% poverty 76.2 28%
400% poverty or more 89.1 33%
Uninsured population under age 65 47.3 100%
<100% poverty 17.4 37%
100%-137% poverty 6.2 13%
138%-199% poverty 7.3 15%
200%-399% poverty 11.3 24%
400% poverty or more 5.1 11%
Insured population under age 65 who are underinsured® 31.7 100%
<100% poverty 16.0 50%
100%-137% poverty 41 13%
138%-199% poverty 5.7 18%
200%-399% poverty 4.2 13%
400% poverty or more 1.7 5%
exceed ACA threshold or Medicaidt — io0%
<100% poverty 8.1 28%
100%-137% poverty 5.6 19%
138%-199% poverty 6.5 22%
200%-399% poverty 9.0 31%
400% poverty or more 0 0%
Underinsured® or _wi_thbpremiums that exceed the ACA 50.6 100%
threshold or Medicaid” under age 65

<100% poverty 19.3 38%
100%-137% poverty 7.7 15%
138%-199% poverty 9.7 19%
200%-399% poverty 12.1 24%
400% poverty or more 1.7 3%

Note: Sum of people and percentages in population subgroups may not equal total because of rounding.
° Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income

under 200% poverty.

® Affordable Care Act (ACA) thresholds refers to the maximum premium contribution as a share of income in marketplaces or Medicaid if eligible

to participate.
Data source: Analysis of March 2013 Current Population Survey (CPS).
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Table 2. State Population Demographics by Federal Poverty Level, Under Age 65, 2011-2012

UNDER-65 POPULATION

LESS THAN 100%

400% POVERTY

TOTAL POVERTY 100%-199% POVERTY 200%-399% POVERTY OR MORE
State People People Percent People Percent People Percent People Percent
;JZ'(‘)';‘;;]' States 267,740,038 52,870,157 20% 49,599,636 19% 76,163,816 28% 89,106,429 33%
é%'ﬁfzsotf;‘fs 267,575,496 53,286,976 20% 49,448,659 18% 76,421,641 29% 88,418,220 33%
Alabama 4,150,585 865,456 21% 807,823 19% 1,242,164 30% 1,235,142 30%
Alaska 643,903 95,910 15% 105,539 16% 190,260 30% 252,194 39%
Arizona 5,689,270 1,337,661 24% 1,117,468 20% 1,582,745 28% 1,651,396 29%
Arkansas 2,451,343 590,794 24% 533,052 22% 747,682 31% 579,815 24%
California 33,389,710 7,760,875 23% 6,547,421 20% 8,543,102 26% 10,538,312 32%
Colorado 4,473,497 724,488 16% 671,523 15% 1,267,786 28% 1,809,700 40%
Connecticut 3,011,169 425,092 14% 413,529 14% 741,321 25% 1,431,227 48%
Delaware 760,994 148,053 19% 136,056 18% 216,849 28% 260,036 34%
?:E:;LT: 549,330 134,666 25% 70,774 13% 99,661 18% 244,229 44%
Florida 15,687,963 3,285,656 21% 3,096,387 20% 4,599,910 29% 4,706,010 30%
Georgia 8,598,462 1,990,122 23% 1,575,700 18% 2,546,942 30% 2,485,698 29%
Hawaii 1,143,348 246,812 22% 232,677 20% 327,325 29% 336,534 29%
Idaho 1,350,649 249,423 18% 327,601 24% 426,499 32% 347,126 26%
illinois 10,984,776 2,035,642 19% 2,093,103 19% 3,014,759 27% 3,841,272 35%
Indiana 5,427,533 1,096,482 20% 1,040,346 19% 1,572,488 29% 1,718,217 32%
lowa 2,609,741 346,733 13% 467,042 18% 893,099 34% 902,867 35%
Kansas 2,411,193 437,664 18% 448,672 19% 746,953 31% 777,904 32%
Kentucky 3,756,355 791,378 21% 776,419 21% 1,142,092 30% 1,046,466 28%
Louisiana 3,874,266 1,014,970 26% 743,493 19% 1,087,136 28% 1,028,667 27%
Maine 1,123,414 170,260 15% 197,208 18% 366,073 33% 389,873 35%
Maryland 5,094,796 722,262 14% 734,338 14% 1,338,707 26% 2,299,489 45%
Massachusetts 5,585,276 859,153 15% 752,301 13% 1,380,846 25% 2,592,976 46%
Michigan 8,258,807 1,549,186 19% 1,425,631 17% 2,308,308 28% 2,975,682 36%
Minnesota 4,598,136 566,426 12% 645,490 14% 1,387,942 30% 1,998,278 43%
Mississippi 2,512,432 650,764 26% 543,632 22% 743,450 30% 574,586 23%
Missouri 5,063,833 1,018,114 20% 872,743 17% 1,494,555 30% 1,678,421 33%
Montana 817,238 156,182 19% 167,441 20% 272,654 33% 220,961 27%
Nebraska 1,590,083 217,221 14% 271,872 17% 513,180 32% 587,810 37%
Nevada 2,349,645 498,649 21% 499,976 21% 727,119 31% 623,901 27%
New Hampshire 1,120,722 114,162 10% 136,324 12% 331,201 30% 539,035 48%
New Jersey 7,445,027 1,136,072 15% 1,165,245 16% 1,874,067 25% 3,269,643 44%
New Mexico 1,741,452 479,812 28% 336,644 19% 432,176 25% 492,820 28%
New York 16,608,850 3,702,305 22% 2,904,750 17% 4,519,562 27% 5,482,233 33%
North Carolina 8,170,616 1,651,823 20% 1,718,327 21% 2,366,414 29% 2,434,052 30%
North Dakota 598,390 72,059 12% 81,041 14% 200,124 33% 245,166 41%
Ohio 9,636,202 1,922,676 20% 1,747,696 18% 3,032,866 31% 2,932,964 30%
Oklahoma 3,216,702 654,515 20% 610,814 19% 981,237 31% 970,136 30%
Oregon 3,311,824 611,014 18% 678,195 20% 995,626 30% 1,026,989 31%
Pennsylvania 10,763,884 1,886,148 18% 1,735,473 16% 3,196,369 30% 3,945,894 37%
Rhode Island 875,455 168,541 19% 139,981 16% 224,096 26% 342,837 39%
South Carolina 3,986,837 853,635 21% 811,863 20% 1,280,171 32% 1,041,168 26%
South Dakota 703,440 113,226 16% 130,423 19% 253,647 36% 206,144 29%
Tennessee 5,457,678 1,180,358 22% 1,093,560 20% 1,718,875 31% 1,464,885 27%
Texas 23,090,586 5,181,634 22% 4,861,552 21% 6,441,780 28% 6,605,620 29%
Utah 2,560,747 378,933 15% 585,358 23% 888,436 35% 708,020 28%
Vermont 516,488 69,071 13% 85,524 17% 171,626 33% 190,267 37%
Virginia 6,927,932 1,022,906 15% 1,058,782 15% 1,964,650 28% 2,881,594 22%
Washington 5,971,672 958,359 16% 1,132,048 19% 1,716,827 29% 2,164,438 36%
West Virginia 1,542,410 321,374 21% 300,206 19% 505,004 33% 415,826 27%
Wisconsin 4,872,659 752,855 15% 721,453 15% 1,653,643 34% 1,744,708 36%
Wyoming 498,176 69,404 14% 98,143 20% 151,637 30% 178,992 36%

Data source: March 2012-13 Current Population Survey (CPS).
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Table 3. Uninsured or Underinsured Under Age 65, Total, by State, 2011-2012

UNINSURED OR UNDERINSURED® UNDER AGE 65

EITHER UNINSURED OR

UNINSURED UNDERINSURED?® UNDERINSURED?®

State People Percent People Percent People Percent
United States (2012) 47,296,988 18% 31,653,855 12% 78,950,843 29%
United States (2011-2012) 47,617,535 18% 31,112,183 12% 78,729,718 29%
Alabama 660,730 16% 582,071 14% 1,242,801 30%
Alaska 129,873 20% 73,672 1% 203,545 32%
Arizona 1,140,186 20% 657,244 12% 1,797,430 32%
Arkansas 510,383 21% 357,034 15% 867,417 35%
California 6,992,371 21% 3,507,450 1% 10,499,821 31%
Colorado 736,879 16% 616,371 14% 1,353,250 30%
Connecticut 285,748 9% 313,463 10% 599,211 20%
Delaware 92,570 12% 79,411 10% 171,981 23%
District of Columbia 49,802 9% 46,898 9% 96,700 18%
Florida 3,866,688 25% 1,854,797 12% 5,721,485 36%
Georgia 1,849,656 22% 1,014,262 12% 2,863,918 33%
Hawaii 102,739 9% 145,513 13% 248,252 22%
Idaho 257,948 19% 233,806 17% 491,754 36%
Illinois 1,772,366 16% 1,315,672 12% 3,088,038 28%
Indiana 801,579 15% 709,556 13% 1,511,135 28%
lowa 301,444 12% 293,442 1% 594,886 23%
Kansas 368,441 15% 286,847 12% 655,288 27%
Kentucky 647,130 17% 459,237 12% 1,106,367 29%
Louisiana 866,303 22% 452,581 12% 1,318,884 34%
Maine 129,293 12% 139,451 12% 268,744 24%
Maryland 755,915 15% 452,051 9% 1,207,966 24%
Massachusetts 242,879 4% 531,029 10% 773,908 14%
Michigan 1,110,519 13% 921,020 1% 2,031,539 25%
Minnesota 462,517 10% 399,529 9% 862,046 19%
Mississippi 453,574 18% 408,632 16% 862,206 34%
Missouri 834,076 16% 580,551 1% 1,414,627 28%
Montana 178,919 22% 102,306 13% 281,225 34%
Nebraska 233,282 15% 190,606 12% 423,888 27%
Nevada 620,817 26% 257,626 1% 878,443 37%
New Hampshire 158,520 14% 93,608 8% 252,128 22%
New Jersey 1,250,736 17% 749,402 10% 2,000,138 27%
New Mexico 421,705 24% 234,019 13% 655,724 38%
New York 2,220,839 13% 1,806,989 1% 4,027,828 24%
North Carolina 1,593,276 20% 1,117,065 14% 2,710,341 33%
North Dakota 70,031 12% 62,392 10% 132,423 22%
Ohio 1,460,837 15% 1,250,465 13% 2,711,302 28%
Oklahoma 633,071 20% 381,381 12% 1,014,452 32%
Oregon 559,347 17% 480,649 15% 1,039,996 31%
Pennsylvania 1,426,872 13% 1,114,294 10% 2,541,166 24%
Rhode Island 125,046 14% 87,170 10% 212,216 24%
South Carolina 765,291 19% 468,964 12% 1,234,255 31%
South Dakota 111,335 16% 79,858 1% 191,193 27%
Tennessee 849,557 16% 872,052 16% 1,721,609 32%
Texas 6,166,602 27% 2,618,242 1% 8,784,844 38%
Utah 406,843 16% 435,507 17% 842,350 33%
Vermont 47,759 9% 56,663 1% 104,422 20%
Virginia 1,020,551 15% 686,787 10% 1,707,338 25%
Washington 947,718 16% 677,634 1% 1,625,352 27%
West Virginia 266,650 17% 198,372 13% 465,022 30%
Wisconsin 566,533 12% 584,069 12% 1,150,602 24%
Wyoming 93,789 19% 74,473 15% 168,262 34%
Min 4% 8% 14%
Max 27% 17% 38%

? Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income under
200% poverty.

Note: Percentages of “uninsured” and “underinsured” may not sum to total because of rounding.

Data source: March 2012-13 Current Population Survey (CPS).
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Table 4. Underinsured Under Age 65, Total and by Federal Poverty Level, by State, 2011-2012

UNDERINSURED® UNDER AGE 65

TOTAL, 2011-2012 LESS THAN 100% POVERTY 100%-199% POVERTY 200%-399% POVERTY 400% POVERTY OR MORE

Number of  Percent of Number of  Percent of Number of  Percent of Number of  Percent of Number of  Percent of

State underinsured population  underinsured population underinsured population underinsured population underinsured population
kar(‘)';‘g;j States 31,653,855 12% 15,959,850 30% 9,745,342 20% 4,247,733 6% 1,700,930 2%
United States 31,112,183 12% 15,879,464 30% 9,274,283 19% 4,384,403 6% 1,574,033 2%

(2011-2012)

Alabama 582,071 14% 292,887 34% 230,720 29% 53,258 4% 5,206 0%
Alaska 73,672 1% 31,843 33% 19,195 18% 15,073 8% 7,561 3%
Arizona 657,244 12% 364,750 27% 160,625 14% 101,649 6% 30,220 2%
Arkansas 357,034 15% 186,285 32% 102,599 19% 46,808 6% 21,342 4%
California 3,507,450 1% 1,980,504 26% 921,257 14% 415,002 5% 190,687 2%
Colorado 616,371 14% 254,776 35% 178,326 27% 113,419 9% 69,850 4%
Connecticut 313,463 10% 175,661 41% 91,276 22% 34,221 5% 12,305 1%
Delaware 79,411 10% 40,789 28% 23,048 17% 11,393 5% 4,181 2%
E:;H:;Lf’af 46,898 9% 32,532 24% 7,888 1% 3,489 4% 2,989 1%
Florida 1,854,797 12% 990,043 30% 491,315 16% 265,017 6% 108,422 2%
Georgia 1,014,262 12% 579,540 29% 277,444 18% 113,414 4% 43,864 2%
Hawaii 145,513 13% 90,354 37% 43,785 19% 8,312 3% 3,062 1%
Idaho 233,806 17% 85,360 34% 88,257 27% 46,656 1% 13,533 4%
lllinois 1,315,672 12% 589,774 29% 482,166 23% 186,539 6% 57,193 1%
Indiana 709,556 13% 373,260 34% 202,759 19% 101,435 6% 32,102 2%
lowa 293,442 1% 118,536 34% 109,214 23% 56,743 6% 8,949 1%
Kansas 286,847 12% 133,027 30% 93,619 21% 49,841 7% 10,360 1%
Kentucky 459,237 12% 213,340 27% 159,977 21% 70,482 6% 15,438 1%
Louisiana 452,581 12% 252,117 25% 131,117 18% 44,712 4% 24,635 2%
Maine 139,451 12% 63,245 37% 43,709 22% 24,961 7% 7,536 2%
Maryland 452,051 9% 238,408 33% 105,485 14% 70,831 5% 37,327 2%
Massachusetts 531,029 10% 290,415 34% 169,272 23% 54,998 4% 16,344 1%
Michigan 921,020 1% 471,835 30% 285,685 20% 137,626 6% 25,874 1%
Minnesota 399,529 9% 154,992 27% 138,861 22% 79,528 6% 26,148 1%
Mississippi 408,632 16% 220,366 34% 115,955 21% 54,026 7% 18,285 3%
Missouri 580,551 1% 292,717 29% 172,317 20% 95,098 6% 20,419 1%
Montana 102,306 13% 50,454 32% 33,168 20% 16,225 6% 2,459 1%
Nebraska 190,606 12% 72,066 33% 59,457 22% 45,831 9% 13,252 2%
Nevada 257,626 1% 134,399 27% 75,318 15% 32,094 4% 15,815 3%
New Hampshire 93,608 8% 39,010 34% 30,329 22% 14,017 4% 10,252 2%
New Jersey 749,402 10% 405,093 36% 210,377 18% 82,058 4% 51,874 2%
New Mexico 234,019 13% 127,717 27% 68,234 20% 23,277 5% 14,791 3%
New York 1,806,989 11% 1,132,976 31% 392,553 14% 182,527 4% 98,933 2%
North Carolina 1,117,065 14% 521,994 32% 371,415 22% 171,512 7% 52,144 2%
North Dakota 62,392 10% 24,403 34% 21,249 26% 14,693 7% 2,047 1%
Ohio 1,250,465 13% 581,115 30% 392,229 22% 218,940 7% 58,181 2%
Oklahoma 381,381 12% 196,027 30% 117,895 19% 54,788 6% 12,671 1%
Oregon 480,649 15% 215,748 35% 166,556 25% 76,239 8% 22,106 2%
Pennsylvania 1,114,294 10% 640,618 34% 333,848 19% 110,151 3% 29,677 1%
Rhode Island 87,170 10% 45,933 27% 30,928 22% 8,677 4% 1,632 0%
South Carolina 468,964 12% 273,015 32% 98,636 12% 78,693 6% 18,620 2%
South Dakota 79,858 1% 27,825 25% 28,352 22% 17,789 7% 5,892 3%
Tennessee 872,052 16% 430,069 36% 272,693 25% 129,432 8% 39,858 3%
Texas 2,618,242 1% 1,275,740 25% 826,537 17% 382,066 6% 133,899 2%
Utah 435,507 17% 163,070 43% 196,322 34% 62,787 7% 13,328 2%
Vermont 56,663 1% 25,803 37% 16,643 19% 10,152 6% 4,065 2%
Virginia 686,787 10% 354,101 35% 192,379 18% 94,350 5% 45,957 2%
Washington 677,634 1% 280,232 29% 237,361 21% 102,663 6% 57,378 3%
West Virginia 198,372 13% 92,694 29% 65,813 22% 30,079 6% 9,786 2%
Wisconsin 584,069 12% 230,779 31% 162,647 23% 152,277 9% 38,366 2%
Wyoming 74,473 15% 21,227 31% 27,473 28% 18,555 12% 7,218 4%
Min 8% 24% 1% 3% 0%
Max 17% 43% 34% 12% 4%

? Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income under 200% poverty.
Data source: March 2012-13 Current Population Survey (CPS).
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Table 5. Uninsured Under Age 65, Total and by Federal Poverty Level, by State, 2011-2012

UNINSURED UNDER AGE 65

TOTAL, 2011-2012 LESSPLK'I’;:TLOO% 100%-199% POVERTY 200%-399% POVERTY 40051“ ::)c\)/::w

State People Percent People Percent People Percent People Percent People Percent
t’z’(‘)'fg;j States 47,296,988  18% 17,383,796  33% 13,501,469  27% 11,335,826 15% 5,075,897 6%
é%'ﬁfzs(;‘fgs 47,617,535  18% 17,720,248 33% 13,614,695  28% 11215821 15% 5,066,771 6%
Alabama 660,730 16% 294,272 34% 170,281 21% 151,854 12% 44,323 4%
Alaska 129,873 20% 33,870 35% 28,868 27% 42,882 23% 24,253 10%
Arizona 1,140,186 20% 425,653 32% 364,154 33% 244,817 15% 105,562 6%
Arkansas 510,383 21% 209,969 36% 151,972 29% 106,921 14% 41,521 7%
California 6,992,371 21% 2,766,547 36% 1,992,080 30% 1,572,094 18% 661,650 6%
Colorado 736,879 16% 255,119 35% 187,301 28% 192,995 15% 101,464 6%
Connecticut 285,748 9% 92,320 22% 67,440 16% 76,756 10% 49,232 3%
Delaware 92,570 12% 30,330 20% 29,460 22% 20,856 10% 11,924 5%
DiEire o 49,802 9% 18,405 14% 11,233 16% 10,779 1% 9,385 4%
Columbia
Florida 3,866,688  25% 1,416,672  43% 1,083,019 35% 917,227 20% 449,770 10%
Georgia 1,849,656 22% 792,355 40% 459,228 29% 405,796 16% 192,277 8%
Hawaii 102,739 9% 46,323 19% 26,094 1% 21,073 6% 9,249 3%
Idaho 257,948 19% 91,238 37% 91,985 28% 58,213 14% 16,512 5%
Illinois 1,772,366 16% 668,542 33% 494,737 24% 428,994 14% 180,093 5%
Indiana 801,579 15% 291,705 27% 250,850 24% 173,253 1% 85,771 5%
lowa 301,444 12% 92,958 27% 83,807 18% 90,502 10% 34,177 4%
Kansas 368,441 15% 141,285 32% 98,102 22% 90,938 12% 38,116 5%
Kentucky 647,130 17% 282,728 36% 201,431 26% 115,389 10% 47,582 5%
Louisiana 866,303 22% 393,220 39% 221,474 30% 181,163 17% 70,446 7%
Maine 129,293 12% 32,761 19% 38,148 19% 42,938 12% 15,446 4%
Maryland 755,915 15% 248,343 34% 208,643 28% 209,207 16% 89,722 4%
Massachusetts 242,879 4% 66,462 8% 57,086 8% 67,346 5% 51,985 2%
Michigan 1,110,519 13% 396,077 26% 311,636 22% 247,770 1% 155,036 5%
Minnesota 462,517 10% 151,920 27% 116,106 18% 124,744 9% 69,747 3%
Mississippi 453,574 18% 189,123 29% 138,977 26% 88,009 12% 37,465 7%
Missouri 834,076 16% 353,336 35% 208,462 24% 198,650 13% 73,628 4%
Montana 178,919 22% 58,874 38% 52,604 31% 47,458 17% 19,983 9%
Nebraska 233,282 15% 61,555 28% 73,397 27% 67,965 13% 30,365 5%
Nevada 620,817 26% 240,693 48% 185,493 37% 148,719 20% 45,912 7%
New Hampshire 158,520 14% 40,748 36% 40,570 30% 48,884 15% 28,318 5%
New Jersey 1,250,736 17% 411,045 36% 384,962 33% 300,336 16% 154,393 5%
New Mexico 421,705 24% 178,039 37% 113,491 34% 90,245 21% 39,930 8%
New York 2,220,839 13% 795,554 21% 577,298 20% 553,842 12% 294,145 5%
North Carolina 1,593,276 20% 573,311 35% 469,017 27% 382,691 16% 168,257 7%
North Dakota 70,031 12% 23,481 33% 16,585 20% 21,356 1% 8,609 4%
Ohio 1,460,837 15% 575,183 30% 412,896 24% 336,841 1% 135,917 5%
Oklahoma 633,071 20% 199,261 30% 184,567 30% 158,294 16% 90,949 9%
Oregon 559,347 17% 194,843 32% 160,539 24% 140,178 14% 63,787 6%
Pennsylvania 1,426,872 13% 461,502 24% 431,329 25% 351,121 1% 182,920 5%
Rhode Island 125,046 14% 48,022 28% 33,409 24% 30,069 13% 13,546 4%
South Carolina 765,291 19% 301,508 35% 203,594 25% 188,196 15% 71,993 7%
South Dakota 111,335 16% 39,547 35% 29,013 22% 31,237 12% 11,538 6%
Tennessee 849,557 16% 323,619 27% 285,277 26% 172,107 10% 68,554 5%
Texas 6,166,602 27% 2,295,143  44% 1,893,761 39% 1,410,012 22% 567,686 9%
Utah 406,843 16% 131,185 35% 114,178 20% 107,176 12% 54,304 8%
Vermont 47,759 9% 12,859 19% 12,394 14% 16,192 9% 6,314 3%
Virginia 1,020,551 15% 340,389 33% 289,533 27% 252,245 13% 138,384 5%
Washington 947,718 16% 327,215 34% 319,382 28% 217,453 13% 83,668 4%
West Virginia 266,650 17% 90,000 28% 68,336 23% 75,401 15% 32,913 8%
Wisconsin 566,533 12% 188,328 25% 147,307 20% 158,167 10% 72,731 4%
Wyoming 93,789 19% 26,811 39% 23,189 24% 28,470 19% 15,319 9%

Min 4% 8% 8% 5% 2%

Max 27% 48% 39% 23% 10%

Data source: March 2012-13 Current Population Survey (CPS).
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Table 6. Uninsured or Underinsured Under Age 65, Total and by Federal Poverty Level,
by State, 2011-2012

UNINSURED OR UNDERINSURED® UNDER AGE 65

TOTAL, 2011-2012 LESS THAN 100% POVERTY 100%-199% POVERTY 200%-399% POVERTY ks L

OR MORE

State People Percent People Percent People Percent People Percent People Percent
(Uz’(‘)'f;;’ States 78,950,843  29% 33,343,646  63% 23,246,811  47% 15,583,559  20% 6,776,827 8%
fz’(‘)'ﬁf;gfztfs 78,729,718 29% 33,599,712 63% 22,888,978  46% 15,600,224  20% 6,640,804 8%
Alabama 1,242,801  30% 587,159  68% 401,001  50% 205,112 17% 49529 4%
Alaska 203,545  32% 65713  69% 48,063  46% 57,955  30% 31,814 13%
Arizona 1,797,430  32% 790,403  59% 524,779  47% 346,466  22% 135782 8%
Arkansas 867,417  35% 396,254  67% 254,571  48% 153,729  21% 62,863  11%
California 10,499,821  31% 4,747,051  61% 2,913,337  44% 1,987,096  23% 852,337 8%
Colorado 1,353,250  30% 509,895  70% 365,627  54% 306,414  24% 171,314 9%
Connecticut 599,211  20% 267,981  63% 158,716  38% 110,977  15% 61,537 4%
Delaware 171,981  23% 71,119 48% 52,508  39% 32,249 15% 16,105 6%
DI 3 96,700  18% 50,937  38% 19,121 27% 14,268 14% 12,374 5%
Columbia
Florida 5,721,485  36% 2,406,715  73% 1,574,334 51% 1,182,244  26% 558,192  12%
Georgia 2,863,918  33% 1,371,895  69% 736,672  47% 519,210  20% 236,141 9%
Hawaii 248,252  22% 136,677  55% 69,879  30% 29,385 9% 12,311 4%
Idaho 491,754  36% 176,598  71% 180,242  55% 104,869  25% 30,045 9%
Illinois 3,088,038  28% 1,258,316  62% 976,903  47% 615,533  20% 237,286 6%
Indiana 1,511,135  28% 664,965  61% 453,609  44% 274,688  17% 117,873 7%
lowa 594,886  23% 211,494  61% 193,021  41% 147,245  16% 43,126 5%
Kansas 655,288  27% 274312 63% 191,721  43% 140,779  19% 48,476 6%
Kentucky 1,106,367  29% 496,068  63% 361,408 47% 185,871  16% 63,020 6%
Louisiana 1,318,884  34% 645337  64% 352,591  47% 225,875  21% 95,081 9%
Maine 268,744  24% 96,006  56% 81,857  42% 67,899  19% 22,982 6%
Maryland 1,207,966  24% 486,751  67% 314,128 43% 280,038  21% 127,049 6%
Massachusetts 773,908 14% 356,877  42% 226,358  30% 122,344 9% 68,329 3%
Michigan 2,031,539  25% 867,912  56% 597,321  42% 385396  17% 180,910 6%
Minnesota 862,046  19% 306,912 54% 254,967  39% 204,272 15% 95,895 5%
Mississippi 862,206  34% 409,489  63% 254,932 47% 142,035  19% 55750  10%
Missouri 1,414,627  28% 646,053  63% 380,779  44% 293,748  20% 94,047 6%
Montana 281,225  34% 109,328  70% 85772  51% 63,683  23% 22,442 10%
Nebraska 423,888  27% 133,621  62% 132,854  49% 113,796  22% 43,617 7%
Nevada 878,443  37% 375,092  75% 260,811  52% 180,813  25% 61,727  10%
New Hampshire 252,128  22% 79,758  70% 70,899  52% 62,901  19% 38,570 7%
New Jersey 2,000,138 27% 816,138 72% 595,339  51% 382,394  20% 206,267 6%
New Mexico 655,724  38% 305,756  64% 181,725  54% 113,522 26% 54721 1%
New York 4,027,828  24% 1,928,530  52% 969,851  33% 736,369  16% 393,078 7%
North Carolina 2,710,341  33% 1,095,305  66% 840,432  49% 554,203  23% 220,401 9%
North Dakota 132,423 22% 47,884  66% 37,834 47% 36,049  18% 10,656 4%
oOhio 2,711,302 28% 1,156,298  60% 805,125  46% 555,781  18% 194,098 7%
Oklahoma 1,014,452  32% 395288  60% 302,462 50% 213,082 22% 103,620 1%
Oregon 1,039,996  31% 410,591  67% 327,095  48% 216,417  22% 85,893 8%
Pennsylvania 2,541,166  24% 1,102,120  58% 765177  44% 461,272 14% 212,597 5%
Rhode Island 212,216 24% 93,955  56% 64,337  46% 38,746 17% 15178 4%
South Carolina 1,234,255 31% 574,523 67% 302,230 37% 266,889  21% 90,613 9%
South Dakota 191,193 27% 67,372 60% 57,365  44% 49,026  19% 17,430 8%
Tennessee 1,721,609  32% 753,688  64% 557,970  51% 301,539 18% 108,412 7%
Texas 8,784,844  38% 3,570,883  69% 2,720,298  56% 1,792,078  28% 701,585  11%
Utah 842,350  33% 294,255  78% 310,500  53% 169,963  19% 67,632  10%
Vermont 104,422 20% 38,662  56% 29,037  34% 26,344  15% 10,379 5%
Virginia 1,707,338 25% 694,490  68% 481,912  46% 346,595  18% 184,341 6%
Washington 1,625,352 27% 607,447  63% 556,743  49% 320,116  19% 141,046 7%
West Virginia 465,022 30% 182,694  57% 134,149  45% 105,480  21% 42,699  10%
Wisconsin 1,150,602  24% 419,107  56% 309,954  43% 310,444  19% 111,097 6%
Wyoming 168,262  34% 48,038  69% 50,662  52% 47,025 31% 22,537  13%

Min 14% 38% 27% 9% 3%

Max 38% 78% 56% 31% 13%

° Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income
under 200% poverty.
Data Source: March 2012-13 Current Population Survey (CPS).
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Table 7. Average Health Insurance Premiums as Percent of Median Household Income,
by State, 2003 and 2012

MEDIAN INCOME PREMIUMS AS A PERCENT OF MEDIAN INCOME

Single premiums as Family premiums as

Median income percent of median percent of median Average premiums

for single-person Median income income for single-person income for family as percent of median

household for family household household household household income for

State (under age 65) (all under age 65) (under age 65) (all under age 65) under-65 population*

2002-03 2011-12 2002-03 2011-12 2003 2012 2003 2012 2003 2012

United States $24,400 $26,700 $61,000 $70,000 14.3% 20.2% 15.2% 22.1% 14.9% 21.6%
Alabama 20,952 22,799 58,000 62,458 15.1% 21.8% 13.9% 20.4% 14.2% 20.8%
Alaska 25,082 31,174 66,634 80,000 16.0% 23.8% 15.9% 22.4% 15.9% 22.8%
Arizona 20,800 25,003 55,536 60,800 15.4% 20.8% 16.2% 25.1% 16.0% 23.9%
Arkansas 19,788 22,000 45,000 53,030 15.8% 20.3% 17.7% 25.1% 17.3% 23.8%
California 25,400 26,049 58,548 65,004 13.0% 20.8% 15.5% 24.5% 14.9% 23.4%
Colorado 27,540 30,000 65,797 85,739 13.2% 17.6% 14.5% 18.7% 14.1% 18.4%
Connecticut 26,520 32,399 80,450 99,000 13.9% 18.3% 12.6% 17.1% 12.9% 17.4%
Delaware 26,520 29,000 68,340 71,000 14.5% 19.3% 15.4% 22.0% 15.1% 21.2%
District of Columbia 32,464 42,000 50,811 86,870 11.5% 13.3% 21.2% 19.8% 16.5% 16.6%
Florida 23,529 25,000 56,770 62,150 15.3% 20.7% 16.4% 24.9% 16.1% 23.6%
Georgia 24,024 26,000 58,707 63,000 15.1% 19.8% 14.7% 23.2% 14.8% 22.3%
Hawaii 25,000 29,000 63,638 63,038 12.1% 17.5% 12.4% 23.4% 12.3% 21.2%
Idaho 21,442 24,176 52,577 62,934 15.5% 18.4% 16.3% 22.3% 16.1% 21.5%
Illinois 24,960 28,800 64,276 70,000 14.8% 18.8% 15.1% 22.5% 15.0% 21.5%
Indiana 24,000 25,938 65,001 65,788 14.6% 21.2% 14.3% 23.5% 14.4% 23.0%
lowa 24,480 27,601 64,480 74,999 13.4% 18.6% 13.1% 19.1% 13.1% 19.0%
Kansas 23,912 28,000 63,775 68,100 14.2% 17.7% 14.0% 20.2% 14.0% 19.6%
Kentucky 21,425 22,000 54,078 62,325 16.0% 24.5% 16.9% 25.2% 16.7% 25.1%
Louisiana 23,500 24,000 46,257 58,050 14.1% 22.4% 18.9% 26.0% 17.7% 25.0%
Maine 23,000 25,000 56,886 72,930 16.7% 22.8% 18.1% 22.2% 17.8% 22.4%
Maryland 28,560 32,001 78,044 92,400 12.0% 16.6% 11.8% 16.5% 11.9% 16.5%
Massachusetts 28,000 33,000 77,750 97,263 12.5% 18.5% 12.7% 17.6% 12.6% 17.9%
Michigan 24,391 24,159 65,514 76,621 15.1% 22.2% 14.4% 18.8% 14.6% 19.7%
Minnesota 27,040 31,000 79,272 95,463 13.6% 17.2% 12.7% 16.1% 12.9% 16.4%
Mississippi 20,000 21,221 45,103 55,000 16.5% 22.2% 17.9% 25.8% 17.6% 24.9%
Missouri 24,480 25,200 64,273 68,000 13.5% 20.4% 14.0% 22.0% 13.9% 21.6%
Montana 20,000 25,000 49,552 60,200 17.5% 22.3% 17.2% 24.4% 17.3% 23.9%
Nebraska 23,582 28,000 65,607 80,923 14.9% 18.2% 13.9% 17.9% 14.1% 18.0%
Nevada 25,000 27,501 55,029 60,000 14.3% 18.0% 16.0% 21.5% 15.6% 20.5%
New Hampshire 26,849 31,200 80,910 95,504 13.3% 18.2% 12.1% 17.1% 12.4% 17.4%
New Jersey 29,355 30,000 85,000 90,034 13.0% 19.5% 12.0% 18.8% 12.2% 19.0%
New Mexico 18,972 23,000 45,000 51,811 17.7% 21.9% 20.7% 30.6% 19.9% 28.4%
New York 25,013 30,000 61,380 68,000 14.4% 20.1% 15.4% 24.9% 15.1% 23.4%
North Carolina 20,565 24,000 53,043 64,481 16.6% 23.5% 16.0% 24.2% 16.1% 24.0%
North Dakota 22,524 29,459 57,144 85,050 13.3% 18.3% 13.8% 16.9% 13.7% 17.2%
Ohio 23,970 25,000 63,397 68,842 14.3% 20.3% 14.4% 22.4% 14.4% 21.9%
Oklahoma 20,420 25,000 50,150 62,064 16.1% 19.4% 17.4% 21.8% 17.1% 21.3%
Oregon 21,846 25,002 57,477 65,070 15.4% 21.8% 15.4% 23.8% 15.4% 23.2%
Pennsylvania 24,000 26,499 66,111 79,344 14.4% 20.3% 13.8% 19.4% 14.0% 19.6%
Rhode Island 26,000 28,000 65,280 82,153 14.3% 21.0% 14.5% 19.3% 14.4% 19.8%
South Carolina 21,000 23,957 55,200 60,000 16.1% 21.3% 16.2% 23.8% 16.1% 23.1%
South Dakota 20,617 26,000 58,855 71,169 16.3% 20.8% 14.4% 21.1% 14.9% 21.0%
Tennessee 21,624 24,000 52,000 62,000 16.6% 21.1% 17.8% 24.0% 17.5% 23.2%
Texas 22,112 26,020 48,000 60,000 15.4% 19.7% 19.9% 24.4% 18.9% 23.2%
Utah 22,710 27,000 61,200 74,357 14.8% 19.1% 13.6% 19.6% 13.9% 19.5%
Vermont 24,480 30,000 65,740 75,405 14.7% 18.6% 14.4% 20.0% 14.5% 19.6%
Virginia 25,149 30,000 75,000 86,029 13.2% 17.7% 12.2% 17.9% 12.5% 17.8%
Washington 25,000 30,000 66,788 75,050 14.1% 17.9% 13.8% 21.7% 13.9% 20.6%
West Virginia 19,992 23,000 43,860 60,240 19.1% 25.6% 20.9% 26.0% 20.5% 25.9%
Wisconsin 25,500 28,000 64,016 78,738 14.7% 20.5% 14.9% 20.6% 14.9% 20.6%
Wyoming 23,002 25,000 57,002 77,533 16.1% 23.4% 16.9% 20.1% 16.7% 21.0%

* Weighted by single and family household distribution in state.
Data source: Median household incomes—2003, 2004, 2012, and 2013 Current Population Surveys (CPS); Total average premiums for employer-based
single and family health insurance plans—2003 and 2012 Medical Expenditure Panel Survey—Insurance Component.

www.commonwealthfund.org 23


www.commonwealthfund.org

Table 8. Insured Individuals Under Age 65 with Premiums That Exceed the Affordable Care
Act Threshold, Total and by Federal Poverty Level, by State, 2011-2012

INSURED INDIVIDUALS UNDER AGE 65 WITH PREMIUMS THAT EXCEED
THE AFFORDABLE CARE ACT THRESHOLD OR MEDICAID®

TOTAL, 2011-2012 BELOW 100% POVERTY 100%-199% POVERTY 200%-399% POVERTY
Percent of  Percent of Percent of Percent of Percent of

State People insured population People population People population People population
United States (2012) 29,241,328 13% 11% 8,109,966 15% 12,124,544 24% 9,006,818 12%
United States (2011-2012) 28,671,344 13% 11% 8,011,646 15% 11,886,679 24% 8,773,019 11%
Alabama 541,581 16% 13% 148,132 17% 256,306 32% 137,143 11%
Alaska 44,375 9% 7% 10,268 11% 23,528 22% 10,579 6%
Arizona 637,938 14% 11% 155,576 12% 260,922 23% 221,440 14%
Arkansas 263,170 14% 11% 77,490 13% 109,886 21% 75,794 10%
California 3,101,895 12% 9% 949,477 12% 1,312,738 20% 839,680 10%
Colorado 415,046 1% 9% 94,904 13% 157,358 23% 162,784 13%
Connecticut 299,193 11% 10% 72,896 17% 119,760 29% 106,537 14%
Delaware 80,211 12% 11% 23,884 16% 32,701 24% 23,626 11%
District of Columbia 37,721 8% 7% 18,508 14% 13,637 19% 5,576 6%
Florida 1,863,735 16% 12% 512,044 16% 719,212 23% 632,479 14%
Georgia 912,873 14% 1% 311,996 16% 369,522 23% 231,355 9%
Hawaii 141,374 14% 12% 56,521 23% 55,807 24% 29,046 9%
Idaho 174,912 16% 13% 30,533 12% 89,889 27% 54,490 13%
Illinois 1,192,392 13% 11% 284,092 14% 572,828 27% 335,472 11%
Indiana 619,136 13% 11% 185,281 17% 252,360 24% 181,495 12%
lowa 324,510 14% 12% 57,869 17% 156,713 34% 109,928 12%
Kansas 300,254 15% 12% 78,393 18% 121,439 27% 100,422 13%
Kentucky 487,602 16% 13% 105,896 13% 221,883 29% 159,823 14%
Louisiana 416,901 14% 11% 144,044 14% 150,357 20% 122,500 11%
Maine 119,664 12% 11% 20,450 12% 46,294 23% 52,920 14%
Maryland 418,841 10% 8% 123,495 17% 153,023 21% 142,323 11%
Massachusetts 617,587 12% 11% 170,288 20% 217,961 29% 229,338 17%
Michigan 815,945 11% 10% 261,177 17% 328,406 23% 226,362 10%
Minnesota 509,954 12% 11% 101,747 18% 229,687 36% 178,520 13%
Mississippi 346,831 17% 14% 140,990 22% 136,182 25% 69,659 9%
Missouri 639,600 15% 13% 182,075 18% 252,590 29% 204,935 14%
Montana 86,507 14% 1% 25,299 16% 30,354 18% 30,854 1%
Nebraska 199,470 15% 13% 51,361 24% 86,547 32% 61,562 12%
Nevada 255,514 15% 11% 80,459 16% 103,588 21% 71,467 10%
New Hampshire 114,553 12% 10% 22,631 20% 38,053 28% 53,869 16%
New Jersey 530,268 9% 7% 148,329 13% 227,181 19% 154,758 8%
New Mexico 227,013 17% 13% 67,578 14% 86,683 26% 72,752 17%
New York 1,579,069 11% 10% 545,168 15% 574,081 20% 459,820 10%
North Carolina 985,457 15% 12% 236,451 14% 437,122 25% 311,884 13%
North Dakota 64,847 12% 1% 11,252 16% 27,096 33% 26,499 13%
Ohio 1,121,196 14% 12% 303,019 16% 494,242 28% 323,935 1%
Oklahoma 326,930 13% 10% 123,473 19% 126,667 21% 76,790 8%
Oregon 432,213 16% 13% 99,201 16% 210,641 31% 122,371 12%
Pennsylvania 1,158,531 12% 11% 349,669 19% 452,716 26% 356,146 11%
Rhode Island 90,933 12% 10% 23,496 14% 42,826 31% 24,611 11%
South Carolina 557,412 17% 14% 189,977 22% 241,624 30% 125,811 10%
South Dakota 85,440 14% 12% 15,357 14% 37,036 28% 33,047 13%
Tennessee 783,506 17% 14% 197,551 17% 332,476 30% 253,479 15%
Texas 2,257,083 13% 10% 625,379 12% 931,148 19% 700,556 1%
Utah 352,791 16% 14% 83,147 22% 176,223 30% 93,421 11%
Vermont 67,036 14% 13% 19,728 29% 29,773 35% 17,535 10%
Virginia 706,953 12% 10% 146,489 14% 256,138 24% 304,326 15%
Washington 552,268 11% 9% 142,259 15% 236,991 21% 173,018 10%
West Virginia 167,329 13% 11% 42,809 13% 82,191 27% 42,329 8%
Wisconsin 593,949 14% 12% 134,946 18% 237,408 33% 221,595 13%
Wyoming 51,835 13% 10% 8,592 12% 26,885 27% 16,358 1%

Min 8% 7% 11% 18% 6%

Max 17% 14% 29% 36% 17%

° Affordable Care Act thresholds refers to the maximum premium contribution as a share of income in marketplaces or Medicaid if eligible
to participate.
Data source: March 2012-13 Current Population Survey (CPS).
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Table 9. Distribution of Insured Population Under Age 65 with High Out-of-Pocket Medical Costs
or High Premiums, by Federal Poverty Level, 2012

UNDER-65 POPULATION

POVERTY GROUP (PERCENT OF FEDERAL POVERTY LEVEL)

100%— 138%-— 200%— 250%-— 400% OR

TOTAL <100% 137% 199% 249% 399% MORE
Total insured population 220.5 35.5 14.2 22.0 17.4 47.4 84.1
Employer-sponsored insurance 153.2 8.8 5.7 12.5 12.3 39.0 75.3
Medicare 8.7 3.1 1.4 1.4 0.7 1.1 0.9
Medicaid 37.0 19.3 5.2 5.3 2.4 3.1 1.6
Military 4.4 0.7 0.3 0.5 0.4 1.0 1.4
Individual 17.3 3.7 1.4 2.2 1.6 3.6 4.8
Zf;adggse‘:;ﬁfuf:ga“'ati°" who 31.7 16.0 41 5.7 14 2.8 17
Employer-sponsored insurance 16.0 5.5 2.1 3.7 1.0 2.3 1.4
Medicare 2.4 1.2 0.5 0.4 0.09 0.1 0.05
Medicaid 8.6 6.5 1.0 0.9 0.1 0.09 0.02
Military 0.6 0.4 0.04 0.09 0.01 0.02 0.02
Individual 4.0 2.3 0.4 0.6 0.2 0.3 0.2
Total insured population
:
or Medicaid”
Employer-sponsored insurance 18.4 3.4 3.3 4.6 2.9 4.2 0
Medicare 1.6 0.6 0.4 0.3 0.1 0.1 0
Medicaid 4.6 2.5 1.1 0.7 0.2 0.1 0
Military 0.4 0.2 0.09 0.05 0.03 0.04 0
Individual 43 1.5 0.6 0.8 0.5 0.8 0

Note: Columns may not sum to total because of rounding.

a Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income under
200% poverty.

b Affordable Care Act thresholds refers to the maximum premium contribution as a share of income in marketplaces or Medicaid if eligible to participate.
Data source: Analysis of March 2013 Current Population Survey (CPS).
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Table 10. Poor Under Age 65 Who Are Uninsured, Underinsured, or Paying High Premiums in
States Not Yet Expanding Medicaid, 2011-2012

UNDER AGE 65

BELOW 100% POVERTY, COUNT OF PEOPLE
Premiums that exceed

State not currently Total uninsured or ACA threshold or
expanding Medicaid Uninsured Underinsured® underinsured® Medicaid®
24 states not expanding 8,610,116 6,969,782 15,579,898 3,624,859
Alabama 294,272 292,887 587,159 148,132
Alaska 33,870 31,843 65,713 10,268
Florida 1,416,672 990,043 2,406,715 512,044
Georgia 792,355 579,540 1,371,895 311,996
Idaho 91,238 85,360 176,598 30,533
Indiana 291,705 373,260 664,965 185,281
Kansas 141,285 133,027 274,312 78,393
Louisiana 393,220 252,117 645,337 144,044
Maine 32,761 63,245 96,006 20,450
Mississippi 189,123 220,366 409,489 140,990
Missouri 353,336 292,717 646,053 182,075
Montana 58,874 50,454 109,328 25,299
Nebraska 61,555 72,066 133,621 51,361
New Hampshire 40,748 39,010 79,758 22,631
North Carolina 573,311 521,994 1,095,305 236,451
Oklahoma 199,261 196,027 395,288 123,473
South Carolina 301,508 273,015 574,523 189,977
South Dakota 39,547 27,825 67,372 15,357
Tennessee 323,619 430,069 753,688 197,551
Texas 2,295,143 1,275,740 3,570,883 625,379
Utah 131,185 163,070 294,255 83,147
Virginia 340,389 354,101 694,490 146,489
Wisconsin® 188,328 230,779 419,107 134,946
Wyoming 26,811 21,227 48,038 8,592

® Underinsured defined as insured in household that spent 10% or more of income on medical care (excluding premiums) or 5% or more if income
under 200% poverty.

® Affordable Care Act (ACA) thresholds refers to the maximum premium contribution as a share of income in marketplaces or Medicaid if eligible
to participate.

¢ Wisconsin will provide Medicaid to parents and childless adults with incomes up to 100 percent of poverty as of April 2014.

Data source: March 2012-13 Current Population Survey (CPS).
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Part 1 — Setting the State Context

1.1. Decisions to Date

n September 2010, six months after the passage of the Afford-
Iable Care Act, California became the first state in the nation to

create its own insurance exchange, eventually named Covered
California. In April 2011, the Board of Covered California held its
first meeting. Although its fifth and final member had yet to be
appointed, the Board hired an interim director and outlined an
ambitious process to develop a comprehensive business plan and
budget.!

This accelerated timeline was consistent with California’s de-
sire to be, in the words of the state’s Health and Human Services
Secretary and Exchange Board Chair Diana Dooley, the “lead car”
in implementation of federal health care reform.2 Because of the
speed with which it approached this task, as well as the sheer size
of its coverage expansion, the decisions California has made have
been influential both regionally and nationally. What has tran-
spired in the state has had implications for other states as they ad-
dressed difficult issues, including minimizing adverse selection,
promoting cost-conscious consumer choice, and seamlessly coor-
dinating with public programs.34
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Navigating California’s Policy Process

Soon after the passage of federal reform, the legislative leader-
ship in California introduced its own bills and moved quickly to
pass them. The legislation signed into law in California in Septem-
ber 2010 consisted of two bills. A state Senate bill established the
basic governance and structure of the exchange, and a state As-
sembly bill outlined its activities and put in place insurance mar-
ket regulations, some of which apply even to carriers that do not
participate in the exchange.’

During the process of passing enabling legislation, leaders in
Governor Arnold Schwarzenegger’s administration and in the
state legislature played important roles. The day-to-day activities,
including drafting the Assembly and Senate bills and engaging
with stakeholders, though, were led by an experienced team of
legislative and administration staff, working closely with outside
consultants with expertise in designing and running exchanges.®
This work received support from philanthropic foundations and
involved the participation of a broad range of stakeholders, many
of whom had been involved in insurance market reform for many
years.

On one of the central issues for the exchange — whether it
would serve as an active purchaser that negotiates on behalf of its
enrollees — there was agreement among the political principals in
the legislature and the administration. In initial conversations,
Schwarzenegger made it clear that he wanted the exchange to ne-
gotiate. The political principals in the administration and legisla-
ture also agreed that they wanted to allow the Board as much
flexibility as possible.

There was a great deal of accord among the principals and
staff of the Democratic-controlled legislature and the Republican
Schwarzenegger administration, and the legislative process
moved very quickly. Nevertheless, a substantial amount of orga-
nized opposition was brought to bear at key points. The opposi-
tion to making the exchange an active purchaser was led, in
particular, by Anthem Blue Cross and the California State
Chamber of Commerce.

Implementation in the Political and
Fiscal Context of the Recession

It was uncertain whether Schwarzenegger would sign the bill,
despite the intense involvement of his team in drafting it. This
was partly because the California Chamber of Commerce called
the bill a “job-killer” and the governor had historically vetoed
most measures so termed. There were also strong concerns ex-
pressed by members of the governor’s inner circle about the im-
pact of the program on state resources. While the federal
government was paying for the development and planning of the
exchange and the lion’s share of the costs associated with the
Medicaid expansion until 2019, the state’s ongoing fiscal stress re-
mained relevant. In early 2011, newly elected Governor Jerry
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Brown proposed, and the Democratic-controlled state legislature
passed, $1.6 billion in cuts to the state Medicaid program based on
the assumption that these cuts will be paired with tax increases
that were by no means certain.” Some observers found it difficult
to square the state cutting back on its current set of commitments
and activities to lower-income Californians while simultaneously
planning to increase others.

With severe constraints on state resources, it was vital to de-
velop exchange designs that offered the best chance for success.
California’s experience with a failed small-business purchasing
pool demonstrated that there is no guarantee these entities will be
successful. It is very important, in particular, to structure the mar-
kets inside and outside of the exchange to avoid adverse selection.
It was also important to partner across parties and stakeholder
groups, as it was in no one’s interest to create a program that
failed to fulfill its public purpose while simultaneously disrupting
the private insurance market. Conversely, a well-designed and
administered exchange had the potential to improve the entire
insurance market and drive change in the medical delivery
system.

Key Decisions

Establishing the Number of
Insurance Markets and Exchanges

One of the first decisions states had to make is whether to
have an individual insurance market outside the exchange. States
that want to ensure the exchange is not affected by adverse selec-
tion can substantially reduce this concern by removing the outside
market, but this decision may be politically infeasible.®® Even in
California, where there was and is wide support for federal re-
form and a broad cross-section of stakeholders issued a report
calling for a sole-source exchange, this option was not seriously
considered.’® However, whether or not states eliminate the out-
side market, the exchange may over time swallow much of the in-
dividual market since the exchange is the only place consumers
will receive subsidies.

States also had to consider the option of combining the indi-
vidual and small-group exchanges. There are technical challenges
to doing so, since many states have different regulations, prod-
ucts, and carriers for these markets. However, there are also
strong policy reasons to combine the exchanges, particularly in
states where exchanges will not develop a large enough risk pool.
This was not a big issue in California because of the size of the
state. California decided to leave its exchanges as separate pools,
in part because of the distinct nature of these two markets. The
California legislation specified, however, that a report be deliv-
ered to the legislature in 2018 making a recommendation about
whether these markets should be merged.
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Setting a Vision as an “Agent of Change”

The political principals and staff who designed the California
exchange explicitly intended the Board to have significant leeway
in setting and achieving goals. Jon Kingsdale, the former execu-
tive director of the Commonwealth Connector, the Massachusetts
state exchange, laid out the parameters in broader terms: “The au-
thorizing legislation embodies a vision of California’s exchange as
an agent of change in the marketplace. The governance model
suggests this vision, as do the provisions that empower the ex-
change to selectively contract with health plans and to specify
benefits and cost-sharing for all qualified health plans. They sug-
gest an active hand in shaping the market with certain policy
goals in mind. The goals are not prescribed in legislation, but, in-
stead, the board is encouraged to consider and act on such goals,
rather than play a passive role.”

California made many of its major decisions prior to both the
Supreme Court ruling and presidential election. However, its pro-
cess signaled to other states that, even when there is broad agree-
ment among political leadership about federal reform, it is still
very difficult to pass the enabling legislation. The process of set-
ting up an exchange is even more complex and challenging. In
spite of the subsidies and provisions on elements like risk selec-
tion, exchanges are not guaranteed to succeed. Other purchasing
pools in the past have failed. Federal health care reform, however,
incorporates some lessons from experiences with exchanges and
allows states broad leeway to develop exchanges that work for
their own marketplaces.

1.2. Goal Alignment

It is very clear that California has taken an affirming response to
the goals of federal reform in its implementation of Covered Cali-
fornia as well as all of its other activities related to putting this
sweeping legislation in place. Federal reform aims primarily to ex-
pand health care coverage to more Americans through subsidies
to purchase insurance as well as an expansion of the Medicaid
program for low-income people (called “Medi-Cal” in California).
While the Affordable Care Act was being passed, California was
already negotiating a waiver to expand its Medicaid population
before 2014. The “Low Income Health Programs” provided
Medicaid coverage to an additional 500,000 Californians who then
joined the conventional program when the official expansion
begun on January 1, 2014.

California also quickly affirmed federal reform by creating its
own state exchange, which exceeded significantly the threshold
requirements for a state-based exchange. California chose to make
this exchange an “active purchaser” and took significant steps
(documented below) to create a “no wrong door” system for ac-
cessing insurance coverage. The Exchange Board also standard-
ized the insurance products offered through this marketplace,
which is permitted but not required by reform. The goal, aligned
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with the high-level goals of reformers, was to create a simpler
shopping experience for customers in order to unleash the power
of informed choice and to give them greater clarity regarding the
coverage offered by each insurance product.

Covered California has also sought to affirm and expand the
commitment within federal health care reform to use purchasing
power to improve the system of delivering health care, as well as
to expand the number of people with coverage. Covered Califor-
nia has joined the Pacific Business Group on Health (PBGH) as an
affiliate member. In addition to being a senior official at the Cen-
ter for Medicare & Medicaid Innovation, Covered California Exec-
utive Director Peter Lee was the former executive director of
PBGH. This coalition of large purchasers is committed to delivery
system reform and, in particular, to increasing price transparency
within the health care system. It has not always been possible for
Covered California to implement transparency reforms as quickly
as some of the members of the executive leadership and the Board
have stated that they would prefer. Due to concerns about the dif-
ferences in the networks of doctors and hospitals offered on Cov-
ered California, quality transparency information will not be
immediately available to consumers. The exchange has a “Plan
Management and Delivery System Reform” advisory group and is
expected to take significant steps in coming years to attempt to
use its purchasing power to drive down costs and improve
quality.

Part 2 — Implementation Tasks

2.1. Exchange Priorities

California’s legislation established an exchange structure con-
sistent with recommendations of Washington and Lee University
law professor and leading health policy expert Timothy Jost that
the entity “should be placed within an independent agency,
which should be explicitly exempted, as necessary, from specific
state administrative law or government operations require-
ments.”11 Critically, the enabling legislation grants the exchange
some exemptions to state personnel and contracting procedures
and gives its Board the power to promulgate regulations on an
emergency basis for two years. There was very little disagreement
on this point among the main political actors in the state. They
agreed a nonprofit structure would be unlikely to provide ade-
quate transparency and accountability to the public. This, in turn,
could undermine the exchange’s legitimacy.

There are important trade offs involved in this choice, how-
ever. The state’s government-run, small-business purchasing pool,
the Health Plan of California, was transitioned after several years
to the nonprofit Pacific Business Group on Health. Although this
venture was ultimately unsuccessful, it was viewed as better run
and more tightly managed when it was operated by a nonprofit.
The decision-making process became shorter and faster, leading
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to a substantial increase in responsiveness to market changes.
Some stakeholders pointed out that one of the main reasons this
purchasing pool had to be shut down was that its transition out of
state control disconnected it from the policy process. This pre-
vented state policymakers from having adequate notice to make
legislative or regulatory changes that could have kept the pool vi-
able, including, for example, the price parity requirements
ultimately included in federal reform.

The experience with California’s public programs, as well as
within the Massachusetts and Utah exchanges, suggests that there
will be instances in which the state will look to partner with other
entities. One influential deciding factor was the tight timeline nec-
essary to get up and running. Many of the California Health and
Human Services Agency staff wore “2014 Is Tomorrow” buttons.
Creating an exchange was a massive undertaking, even for a state
like California that had a significant jump on the process.

2.2. Leadership — Who Governs?

The California Health Benefit Exchange Board

The California Health Benefit Exchange five-member Board of
Directors is made up of appointees of the governor and the state
legislature who serve four-year terms. Two Board members are
appointed by the governor, one is appointed by the Senate Rules
Committee, and one is appointed by the speaker of the Assembly.
The secretary of the Health and Human Services Agency, or the
secretary’s designee, serves as an ex-officio voting member of the
Board. The Board first met in April 2011 and has held more than
thirty-eight meetings since then.1?

The need for nimble participation in the market was also one
of the main reasons for having a five-member Board — a much
smaller Board than the marketplaces in Massachusetts, Oregon,
and Washington.!3 The California statute also has very strong con-
flict-of-interest provisions for the Board and does not allow any-
one who currently draws money from an entity that could receive
funding from the exchange (e.g., a provider or carrier) to serve as
a member. However, the staff who designed this provision subse-
quently commented that they regretted making the
conflict-of-interest provisions so stringent.

An analysis performed for the California Chamber of Com-
merce strongly critiqued the leeway given to the California Health
Benefit Exchange Board. Specifically, it raised the concern that the
Board’s activities could create significant general fund liability for
the state by increasing the scope of essential benefits and by uni-
laterally enrolling people in the state’s Medicaid programs.!* Inde-
pendent groups, including the nonpartisan Legislative Analyst’s
Office, pointed out that this conclusion appeared to be in direct
contradiction to the plain language of the statute, which was writ-
ten to protect the general fund; left authority to determine man-
dated benefits with the legislature; and required the exchange to
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coordinate with existing public programs on issues of eligibility
and enrollment.1>16

Diana S. Dooley, Chair

The current chair of the board, Diana Dooley, was appointed
as the Health and Human Services secretary by Brown in 2010.
Dooley began her career as an analyst with the State Personnel
Board and has worked as legislative director and special assistant
to Brown. She has been an owner of public relations and advertis-
ing agency, a private practice lawyer, and general counsel and
vice president at the Children’s Hospital Center. She has also
served on the Board of Directors for the UC Merced Foundation,
Blood Source of Northern California, and the Maddy Institute at
California State University, Fresno and as past president of
Planned Parenthood, the Visalia Chamber of Commerce, and the
Central California Futures Institute. Dooley is a native of Hanford,
California, and holds a bachelor’s degree in social science from
California State University, Fresno, and a law degree from San
Joaquin College of Law.17

Kimberly Belshé

Kim Belshé is executive director of First Five LA, an organiza-
tion that has invested more than $1 billion from tobacco tax reve-
nues in the last twelve years to increase the number of Los
Angeles County children ages 0 to 5 who are physically and emo-
tionally healthy, ready to learn, and safe from harm. Previously,
she was senior policy advisor with the Public Policy Institute of
California and has held leadership positions in state government,
where she has led efforts to improve the health and well-being of
Californians in underserved communities. She served as the secre-
tary of the Health and Human Services Agency under
Schwarzenegger, as director of the Department of Health Services,
and as deputy secretary of the Health and Welfare Agency under
Governor Pete Wilson. She also serves on the Kaiser Commission
on Medicaid and the Uninsured and has previously served on the
Board of the Great Valley Center. Belshé was appointed to the
Board by Schwarzenegger and will serve her term until January
2015. Belshé is a native of San Francisco, California, and holds a
bachelor’s degree in government from Harvard College and a
master’s degree in public policy from Princeton University.!8

Paul E. Fearer

Paul Fearer was appointed to the board in March 2011 by
Speaker of the Assembly John A. Perez and was reappointed to
serve until January 2017. Fearer has worked as senior executive
vice president and director of human resources of the
UnionBanCal Corporation and its primary subsidiary, Union
Bank N.A., since 1996. He has also served on the bank’s executive
management committee, as the deputy director of human re-
sources services with Stanford University, as chair of the board of
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directors of the Pacific Business Group on Health, as chair of the
executive committee of the Financial Services Group, on commit-
tees of the board of the Robert Rauschenberg Foundation in New
York City, and as chair and a member of the PacAdvantage small
business health benefit exchange. Fearer received a bachelor’s de-
gree from the Massachusetts Institute of Technology and did
graduate studies at Stanford University.?

Susan Kennedy

Susan Kennedy was appointed to the Board by Schwarze-
negger after working as his chief of staff and will serve her term
until January 2015. Kennedy has also served as deputy chief of
staff and a cabinet secretary for Governor Gray Davis, as commu-
nications director for Senator Dianne Feinstein, as executive direc-
tor of the California Democratic Party, and as a commissioner on
the California Public Utilities Commission. Kennedy was a leader
in Schwarzenegger’s health reform initiatives, which passed the
state Assembly in 2007, but failed to pass in the state Senate.
Schwarzenegger’s plan was similar to the Affordable Care Act
with the requirement for individuals to purchase health insurance
coverage, a ban on denying coverage for pre-existing conditions,
and the expansion of tax credits and programs for low-income
families. Kennedy owns her own consulting firm in San Francisco
and is currently a special advisor with the Berkeley Research
Group, a senior policy advisor with the law firm of Alston & Bird,
and an external advisor to McKinsey & Company. Kennedy grad-
uated from Saint Mary’s College with a degree in management.2

Robert Ross, M.D.

Dr. Robert Ross was appointed to the Board by the Senate
Rules Committee in June 2011 and will serve through January
2016. Dr. Ross also serves as president and chief executive officer
of the California Endowment, a foundation established in 1996 to
address Californians’ health needs. Before working with the Cali-
fornia Endowment, Dr. Ross was director of the Health and Hu-
man Services Agency for the County of San Diego and
commissioner of public health for the City of Philadelphia. He has
also served with the Rockefeller Philanthropy Advisors and as
cochair of the Diversity in Philanthropy Coalition. Dr. Ross has
been a Board member of the USC Center on Philanthropy and
Public Policy, Grantmakers in Health, the National Vaccine Advi-
sory Committee, the National Marrow Donor Program, the San
Diego United Way, and the Jackie Robinson YMCA. He is a diplo-
mat of the American Academy of Pediatrics, served on the Presi-
dent’s Summit for America’s Future, and was a chairman of the
national Boost for Kids Initiative. Dr. Ross received his bachelor’s
and master’s degrees in public administration and his medical de-
grees from the University of Pennsylvania in Philadelphia.?!

Rockefeller Institute Page 8 www.rockinst.org



Managing Health Reform California: Round 1

Rockefeller Institute

The Executive Director

The Board hired its first executive director, Peter Lee, in Au-
gust 2011. The executive director reports directly to the Board and
is responsible for providing leadership and direction, formulating
the exchange’s strategic objectives, and maintaining effective rela-
tionships and communication with key stakeholders, and the ex-
ecutive and legislative branches of the federal and state
government. In particular the executive director:

B Manages the planning, development, implementation, and
ongoing administration and evaluation of exchange
programs.

B Provides the overall direction and supervision to the
executive staff of the exchange in carrying out program
goals and objectives.

B Manages the entire staff of the exchange, including
eligibility and enrollment staff, purchasing and negotiation
staff, and administration and operations staff.

B Advises the Exchange Board on key policy and operational
issues.

B Ensures the smooth operation of programs and operations
under the Board's jurisdiction.

B Establishes liaison and ongoing communication with
stakeholders and the executive and legislative branches of
state government with responsibilities related to the duties
of the Board and other health coverage issues.

B Advances the mission of the exchange through legislation,
program administration, research, and other means, as
appropriate.

B  Maintains strong liaison and good communication with
the executive and legislative branches of state government
involved in health coverage issues.

B Assures compliance with applicable state and federal legal
and regulatory requirements, including public meeting
laws, federal expenditure requirements, and state
personnel policies.

B Represents the exchange and its mission and programs at
national, state, and local meetings and forums; in the
media; and at legislative hearings.?

Peter V. Lee

Lee was confirmed by a unanimous vote of the Board to his
position as executive director on August 23, 2011. Prior to his ap-
pointment, Lee was the deputy director for Medicare & Medicaid
Innovation at the Centers for Medicare & Medicaid Services in
Washington, D.C., the director of delivery system reform for the
Office of Health Reform in the U.S. Department of Health and Hu-
man Services, CEO and executive director of the Center for Health
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Care Rights, and director of programs for the National AIDS Net-
work. Before working in the public sector, he was an attorney in
Los Angeles. Lee holds a bachelor’s degree from the University of
California, Berkeley, and a law degree from the University of
Southern California.?

2.3. Staffing

California’s current law prohibits the use of the general fund
to establish or operate the exchange. As a result, the Board has
pursued federal grants as a primary funding source for its pro-
grams through 2014 and has received more than $910 million for
research, planning, information technology development, and im-
plementation of the exchange. Since the exchange must be
self-sustaining from charges assessed on qualified health plans
and other supplemental products by 2015, the Board has bud-
geted for the first years of operation based primarily off these
grants.

The exchange also currently utilizes accounting and adminis-
trative services from the California Department of Social Services
to assist in meeting its federal financial reporting requirements.
The exchange expects to create internal policies and procedures
and to transition these functions as additional staff positions are
available.2

Overall, the exchange expects to directly employ nearly 1,000
staff, although hiring efforts throughout 2013 were relatively
slow. Plans for three service centers located in Contra Costa,
Fresno, and Sacramento counties were expected to require almost
800 staff — 350 of which should have been hired by May 2013.
However, by June 2013, the exchange had made only forty-four
hiring offers for these service center positions and was awaiting
authorization from the legislature to perform background checks
on subsequent hiring offers. When Senate Bill 509 became effec-
tive in June 2013, allowing the exchange to require fingerprinting
and background checks as a condition of employment for both
contracted and state employees, hiring efforts resumed at an in-
creased rate.?

Employees of the exchange are state employees subject to civil
service requirements and are hired under job classifications speci-
fied by California law. In its federal grant requests, the exchange
has requested funding for positions in a range of classifications,
including accountants; program, budget, legal, and information
systems analysts; systems software, research program, and per-
sonnel specialists; staff services and data processing managers;
and a variety of career executive assignment positions for
executive level division managers.

Organizational Structure and Staff Breakdown

The Health Benefit Exchange has seven main divisions: opera-
tions, finance, product development and sales, legal, program pol-
icy, communications and public relations, and government
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relations. The operations division is the largest with more than
800 employees. This division includes the chief deputy executive
director, with an expected staff of fifty-two; a deputy director of
eligibility and enrollment, with thirty-four staff; a chief technol-
ogy officer, with fifty-five staff; and the deputy director of the
service centers, with an expected staff of 660.

The finance division, currently supported through borrowed
staff from the California Department of Social Services, is ex-
pected to have at least fifty-five employees under a chief financial
officer. The product development and sales division contains two
branches, a director of the small business health options program
with seven staff, and a director of health plan management, with
twenty staff. The legal division is managed by the chief counsel
and has twelve staff, while the program policy division has nine
staff and is managed by a director of program policy. The commu-
nication and public relations division is overseen by a director of
communications and public relations with a staff of forty-seven.
The government relations division has only four staff under a di-
rector of government relations.2

The service center branches in Contra Costa and Sacramento
counties began operating in September 2013 and the third branch
in Fresno became operational in November 2013. The exchange
manages and operates the service centers in Fresno and Sacra-
mento counties and partners with Contra Costa County’s Depart-
ment of Social Services to manage the Contra Costa service center.
Although Contra Costa is responsible for hiring its own staff, the
exchange will train their staff and provide oversight, policy, and
procedures.

The Fresno and Rancho Cordova (Sacramento County) service
centers will each employ 500 staff members, who are primarily
state employees, while the Contra Costa service center will have
about 200 county staff. Staff members will provide information,
answer questions, or refer clients to outside resources either by
phone or through online real-time “chat” systems. Due to the di-
verse population in California, the exchange has hired staff mem-
bers who speak English, Spanish, Mandarin, Vietnamese, and a
variety of other languages, and has devices for the deaf and hear-
ing impaired, to support clients who have questions about cover-
age options or need help with enrollment.?

In its July 2013 report to the legislature, the California State
Auditor initially expressed doubt that the Health Benefit Ex-
change would meet its hiring goals due to delays in the process;
however, the service centers began handling statewide calls on
November 18th with a relatively modest complement of 407 staff.
However, the exchange has conducted several waves of hiring in
order to meet its staffing goals and, as of the end of November
2013, 611 staff had been hired out of the total target of 810.28

At its peak on the first day of operation, October 1, 2013,
the service centers took 23,270 calls, although average daily
workloads during October were between 7,000 and 8,000 calls.
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Of the more than 200,000 calls received in October, 89 percent
were English callers, 8 percent were Spanish clients, 2 percent
were Asian language clients, and 1 percent spoke other lan-
guages. About half of the non-English speaking clients are han-
dled by exchange staff and the remaining half are served by
contracted language representatives. Although the service cen-
ter maintains goals of 80 percent of calls answered within
thirty seconds, 3 percent or less of calls abandoned, and 0 per-
cent of calls receiving busy signals, the data from October dem-
onstrated that staff were only able to answer between 21 and 58
percent of calls within thirty seconds and between 42 and 10
percent of all calls were abandoned.? The service centers are
rapidly improving their capacity on a week-by-week basis and
can be expected to meet their performance goals once the
agency is fully staffed in 2014.

Information Technology Contracts

The exchange also relies on the implementation of a large in-
formation technology project, the California Health Eligibility and
Enrollment and Retention System (CalHEERS), which is a shared
system between the exchange, the Department of Health Care Ser-
vices, the Managed Risk Medical Insurance Board, and other
stakeholders. The system streamlines how individuals and busi-
nesses obtain health coverage by providing eligibility and enroll-
ment services online and through the call center platform. The
exchange obtained project management services from the Califor-
nia Health and Human Services Agency’s Office of Systems Inte-
gration along with an independent consultant to review the work
of its systems developer. The exchange’s contract for development
of the CalHEERS system was competitively bid throughout 2012,
until the contract was awarded to Accenture in November 2012.
This contract included the design, development, implementation,
and support of the software and equipment necessary to operate
the three service centers, including functions required for a call
center platform, and a planned roll out using two releases at a cost
of about $183 million for initial development and $176 for
maintenance and support over the following three and a half
years.

In July 2013, an initial release allowed clients to access a
Web portal that provided a method to shop for and compare
health plans. In October 2013, a second release allowed individ-
uals to check eligibility for Medi-Cal, Healthy Families, or sub-
sidized coverage on the exchange.’® As a key interface with
both internal systems and the public, the second release Web
portal experienced more than one million unique visits in its
first week of operation and a total of 2.2 million visits through
October 2013.31
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2.4. Outreach and Consumer Education

The exchange has conducted extensive marketing and out-
reach programs to reach targeted populations, meet federal and
state requirements, and increase enrollment in the exchange. In
connection with the California Department of Health Care Ser-
vices, the exchange planned its marketing and outreach campaign
around the following goals:

B Provide a one-stop marketplace for information and enroll
uninsured Californians in affordable, high-quality plans.

B Provide Californians with educational materials to help
them understand the benefits of health insurance
coverage.

B Encourage currently insured Californians to continue their
health insurance coverage.

B Ensure that affordable health care coverage is available for
all Californians.32

To support these goals, the exchange identified the core audi-
ence of approximately 5.3 million uninsured Californians, 2.6 mil-
lion of which may qualify for federal subsidies, where the
marketing and outreach campaigns could be focused for the great-
est effect. Using available demographic information, the agency
further refined its outreach strategies based around the idea that
different groups will have different needs and motivations. This
led the agency to take multiple approaches to market the ex-
change to groups based around age, gender, income level, and
race or ethnicity. The agency worked to provide both statewide
and targeted local outreach and marketing through partnerships
with community?based organizations and paid media cam-
paigns.®

The outreach campaign was split into seven phases beginning
in September 2012 through December 2015. Phase I, which in-
volved research, media planning, creative development, partner-
ships, and social media, provided the build-up to Phase II and
was completed by January 2013. Phase II, which encompassed the
first phase of consumer outreach and education, ran until July
2013. It primarily involved the development of a comprehensive
media plan and the establishment of connections with commu-
nity-based organizations to educate consumers about the avail-
able health insurance options. As part of this second phase, the
exchange’s paid media campaign was launched in June 2013, with
a wide variety of print, radio, social media, and television adver-
tisements designed to educate consumers and small businesses
about the exchange, the availability of federal subsidies, and the
types of health plans on the marketplace. The exchange assessed
the effectiveness of this first marketing blitz and planned for ad-
justments to its future marketing efforts, according to the avail-
able information.34
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Outreach and Education Grant Program

The outreach and education grant program, part of the Phase
III marketing campaign beginning in July 2013, was the primary
method to promote public awareness among consumers and
small businesses. Out of about 200 applicants, the exchange
awarded more than $36.3 million in grants to forty-eight groups
that included community-based organizations, health clinics, and
government entities. The agency expects that between July 2013
and December 2014, the grantees will reach about nine million
consumers and more than 200,000 small businesses to help ad-
dress the barriers that prevent consumers and small businesses
from purchasing health insurance coverage. Grantees are required
to comply with the exchange’s evaluation and monitoring plan,
which includes completion of reports, monthly site visits, and
thorough records of expenditures and activities. This plan also in-
cludes a mechanism to correct deficiencies when grantees fail to
meet pre-existing targets and can result in the termination of the
grant, if identified deficiencies are not corrected within a thirty
day evaluation period.

In addition, four grantees — the California Academy of Fam-
ily Physicians, the California Medical Association Foundation, the
California Society of Health System Pharmacists, and the National
Council of Asian Pacific Islander Physicians — were awarded
grants to provide outreach and education to health care profes-
sional organizations and associations.3>

Future Marketing and Outreach Efforts

In order to continue its marketing efforts for Phase III and be-
yond, the Health Benefit Exchange contracted with Weber
Shandwick, a global public relations firm, in May 2013 to provide
a creative marketing and paid media campaign through April
2015. Beginning in September 2013, the firm was tasked with
overseeing the use of $86 million to advertise the exchange’s pro-
grams with a $12 million contract fee to cover the firm’s develop-
ment costs. The exchange has also retained the Ogilvy Public
Relations group to support its media campaigns for Phase II1
through December 2014.36

Overall, the exchange has allocated a large amount of the fed-
eral funds towards these marketing and outreach campaigns. In
2013, the marketing budget was about $89 million, or 24 percent
of the total budget, and in 2014 the agency expected expenditures
to rise to $106 million, or 28 percent of its overall budget. On the
whole, the California State Auditor has found that the exchange’s
outreach plan is both deliberate and thorough and that it appears
to meet state and federal standards.3”
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2.5. Navigational Assistance

Sources of Navigational Assistance

In addition to the self-service functions available through on-
line resources and the live chat and phone operators, the exchange
also partners with a variety of entities to provide assistance and
information on health plans, enrollment, and subsidies. Certified
educators, who attended two and a half days of training from the
exchange in July and August 2013, are expected to disseminate
clear, accurate, and consistent information that will help to re-
move barriers that might prevent consumers and small businesses
from applying for coverage through the exchange.

In addition, certified enrollment counselors were training
during October 2013 to provide individual assistance to con-
sumers who are attempting to enroll. California’s assister pro-
gram provides one-on-one, in-person assistance to help
consumers learn about their health insurance options and to re-
duce any potential barriers to access. However, the assistance
program also encompasses outreach and education, and there
is no firm line demarcating these two program areas. The
in-person assisters and navigators fulfill two very similar roles
with differences only in the types of funding, compensation,
and timelines involved.

In-person assisters began operating prior to the initial enrollment
period in October 2013. They are funded through federal grants and
receive a flat fee of $58 for each successful application, or $25 for a
successful annual renewal. Navigators are paid from the exchange’s
operating funds, receive ongoing grants, and began operating only
after the initial enrollment period started in October 2013.

Entities that are eligible to receive compensation as part of the
navigational assistance program include American Indian tribes,
attorneys, chambers of commerce, city governments, industry or-
ganizations, community clinics, community colleges, and univer-
sities. In addition, consumer assistance is also expected to be
provided by outside public and private entities such as insurance
agents, hospitals, commercial clinics, or county health depart-
ments that do not receive compensation from the exchange.38

Individuals are able to apply for the federal subsidy in person
or by contacting local agencies by phone and they may also obtain
paper copies of the application to complete and submit at their con-
venience. The exchange has also worked with the California De-
partment of Health Care Services to ensure that local county health
agencies play a large part in enrolling eligible individuals. As a part
of this effort, county workers were also trained to use the exchange
Web site to determine eligibility for Medi-Cal benefits.3

Certified licensed agents who represent the exchange were
also trained to sell health insurance plans in both the individual
and small-business markets. The certified insurance agents may
enroll individuals through the exchange and receive market-rate
commissions for such enrollments.
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Capability of Assistance to Meet Anticipated Needs

The Health Benefit Exchange currently has more than 600 staff
members in its service centers who are available by phone or
through live online chats. In addition, more than 2,500 certified ed-
ucators and more than 5,000 certified enrollment counselors were
trained across the state to provide education and enrollment infor-
mation to consumers. More than 19,000 certified licensed agents
also registered with the exchange to help enroll Californians during
the 2013 open enrollment period. Through a partnership with the
California Department of Health Care Services, the exchange has
also trained more than 10,000 county eligibility workers to assist
consumers in enrolling for health insurance through the exchange
marketplace. The exchange Web site also contains many self-service
tools designed to allow individuals to choose an appropriate health
plan, as well as a section with online community events where Cali-
fornians can talk to certified educators about the benefits of the ex-
change’s products.#! As Figure 1 displays, grantees are expected to
reach approximately nine million Californians and more than
200,000 small business owners throughout California. 42

After the first grant process is completed, the exchange plans to
conduct an analysis of the grantee results to identify gaps in out-
reach or education in specific geographical areas or target popula-
tions and use this information to administer a second set of grants
in 2014. Based on its research, the exchange expects that 50 percent

Figure 1. Grantee Reach Comparison to Individuals Eligible for Subsidies by Region*'
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of consumers will need assistance from its network of more than
21,000 individual assisters from more than 3,600 entities.*

Types of Organizations

As mentioned above, the exchange has awarded forty-eight
grants to promote outreach and assistance. Table 1 provides a

Table 1. Outreach and Education Grantees*

2-1-1 San Diego Community Health Councils
Access California Services Council of Community Clinics
AHMC Health Foundation East Bay Agency for Children
Asian Americans Advancing Justice - Los Fresno Healthy Communities Access Partners
Angeles
Bienestar Human Services, Inc. John Wesley Community Health (JWCH) Institute, Inc.
Cal State LA University Auxiliary Services, Inc. Loma Linda University Medical Center
California Black Health Network Los Angeles County Federation of Labor, AFL-CIO
California Council of Churches Los Angeles Unified School District (LAUSD)

NAACP (California National Association for the

California Family Resource Association(CFRA) Advancement of Colored People)

California Health Collaborative Planned Parenthood Mar Monte, Inc
California Rural Indian Health Board, Inc. Redwood Community Health Coalition
California School Health Centers Association Sacramento Covered
Catholic Charities of California, Inc. Sacramento Employment and Training Agency (SETA)
Central Valley Health Network San Bernardino Emp(lgéné?rrx )and Training Agency
Coalition for Iz‘l:]r;;r;i Egr_? Iilgﬁzt) Rights of Los Santa Cruz County Human Services Department
SEIU Local 521 The Regents of the University of California
SEIU United Long Term Care Workers UC Davis, Center for Reducing Health Disparities
Social Advocates for Youth (SAY), San Diego, Inc. United Ways of California
Solano Coalition for Better Health University of Southern California
St. Francis Medical Center of Lynwood Foundation Valley Community Clinic
The Actors Fund Ventura County Public Health
The East Los Angeles Community Union Vision y Compromiso
The Los Angeles Gay and Lesbian Community Women’s Health Specialists
Services Center
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complete listing of all forty-eight groups that were awarded
grants as of August 2013.

2.6. Interagency and Intergovernmental Relations

2.6(a) Interagency Relations

Exchanges are designed to facilitate access to private insur-
ance and public programs. The Affordable Care Act directs ex-
changes to determine eligibility for public programs for people
who interact with them. The state of California expanded on these
responsibilities. Specifically, the Board is required to “coordinate
... eligibility, enrollment, and disenrollment ... with state and lo-
cal government entities administering other health care coverage
programs ... and California counties, in order to ensure consistent
eligibility and enrollment processes and seamless transitions be-
tween coverage.”4

This topic has inspired a great deal of conversation in Califor-
nia. It was identified by the California Department of Health and
Human Services as one of the key opportunities in federal reform.
According to a state planning document, “important policy and
information technology systems issues will need to be carefully
considered, including how the exchange’s eligibility and enroll-
ment functions will interact with Medi-Cal (i.e., California’s
Medicaid program), Healthy Families, and other public pro-
grams.” 46

Coordination among public programs was a complex issue in
California even before the advent of the exchange. California is
one of eight states with a stand-alone children’s health insurance
program and, like many other states, it has a host of additional
programs to assist specific populations such as women and in-
fants, and children in need of specialty care. Because of the com-
plexity of the market and the number of varying interests
involved, California did not submit an application for a federal
“Early Innovator” grant. These grants are for states that plan to
use their exchanges to engage in technologically innovative meth-
ods to coordinate between public programs and private insurance
coverage.

Almost every task that is expected of the exchange, including
consumer protection, risk management, and coordination with
public programs, will require the development of new health in-
formation technology solutions and careful work to guarantee
that these technologies interface seamlessly with legacy systems.
Fortunately, a great deal of work has already been done. In Cali-
fornia, this includes work on the Health-E-App and One-E-App
systems. To as great an extent as possible, given the tightly com-
pressed timeline of implementation, states and the federal govern-
ment should build on existing efforts.#
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2.7. QHP Availability and Program Articulation
2.7(a) Qualified Health Plans (QHPs)

Participation and Competitiveness

Thirty-two health insurance companies expressed interest in
offering individual plans on California’s Health Benefit Exchange
in late 2012. Thirteen were tentatively approved to offer coverage
in the first open enrollment beginning on October 1, 2013. Of the
thirteen, four — Anthem Blue Cross, Kaiser Permanente, Blue
Shield of California, and Health Net — covered more than 80 per-
cent of individuals insured in California’s individual market in
2013.48 However, a number of small, regionally based insurers
also chose to participate and were approved to offer coverage, in-
cluding: Chinese Community Health Plan, L.A. Care Health Plan,
and Valley Health Plan.

In the months leading up to open enrollment, one of the origi-
nal thirteen plans approved to offer coverage through the ex-
change would not sign a final contract, and another would be
dropped for regulatory reasons. Ventura County Health Care Plan
(VCHCP) announced in August of 2013 that it would not be of-
fered on the exchange for 2014, citing an “ongoing analysis of en-
rollment projections, start-up costs and certain factors whose
outcome and impact are difficult to predict.” The plan has indi-
cated it hopes to offer plans in 2015. However, its departure high-
lights the difficulties and relative high cost smaller plans face.

In November 2013, it was announced a second of the original
thirteen approved plans would not be sold on the state’s ex-
change. Alameda Alliance for Health, a public nonprofit county
health plan, was removed from the list of approved plans for fail-
ing to meet financial solvency requirements set by the Department
of Managed Health Care. Alameda Alliance plans had been on the
exchange site since open enrollment began October 1, so prospec-
tive enrollees had to be informed they would need to choose an-
other plan. Like VCHCP’s departure, the removal of Alameda
Alliance four weeks after the start of open enrollment is indicative
of the pace of reform implementation.

Notably absent from the list of companies expressing interest
in offering plans on the exchange were prominent health insurers
UnitedHealth, Aetna, and Cigna. With UnitedHealth — the na-
tion’s largest insurer — and other big names choosing to remain
out of the state’s exchange, stakeholders and the media ques-
tioned competitiveness in the marketplace. However, while
UnitedHealth, Aetna, and Cigna are large national insurers, to-
gether they represented only 7 percent of California’s individual
market prereform.#’ Participation by both the “big four” in Cali-
fornia, as well as a surprising number of midsize and small insur-
ers, guaranteed that the exchange would have adequate
competition.
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Plan Types and Network Availability

Eleven insurers were offering plans on California’s exchange
as the deadline to obtain coverage by January 1 approached. Con-
sumers in all of California’s urban areas have a range of options
for plan type, including HMOs, PPOs, and EPOs. A large number
of California’s rural counties also have robust choice, with only a
select few lacking one of the three plan types available to urban
consumers.

However, the nature of federal reform — including the elimi-
nation of medical underwriting — as well as California’s decision
to be an active purchaser in order to hold down premiums meant
insurers were likely to significantly narrow networks for 2014.
Prior to, and even during, the early months of open enrollment it
was unclear to stakeholders and consumers how narrow the
networks would be.

Covered California issued a press release in December 2013
saying more than 80 percent of the state’s physicians were in-
cluded within plans sold on the exchange, as well as more than
360 hospitals.5* However the networks of individual plans are
much smaller. Blue Shield of California, covering around 20 per-
cent of California’s individual market, said 2014 plans would in-
clude only 50 percent of the physicians it included in 2013.
Consumer reactions are likely to play a large role in the develop-
ment of plan networks in future years.

2.7(b) Clearinghouse or Active Purchaser Exchange

Because California has a tradition of active purchasing
through its children’s health insurance program, small-business
purchasing pool, and state-employee purchasing pool,
policymakers were building on an established history. The lesson
for other states, however, is not necessarily that they should all
make their exchanges active purchasers. Rather, they should let
the decision in this critical area be driven — as California’s was —
by the experiences of their state, as well as by the nature and
structure of their private insurance markets.

For an exchange to be successful it must have broad public
support and be able to attract an adequate number of covered
lives. California is distinct in important ways from other states
both politically and demographically. In other states, an exchange
may have to work hard to attract 100,000 people to the pool. This
size is critical if the entities want to avoid getting “upside-down”
on risk and to keep the administrative load per enrollee to a mini-
mum. This is less of a problem in California where it is likely that
the exchange will have at least one million to two million lives in
private insurance coverage served by five or six major insurers,
regardless of the choices it makes.

There are some cautionary lessons from California’s experi-
ence in selective contracting. Chiefly, it is not primarily the size of
a group that determines rates. Cost and utilization of health care
services among enrollees is a major driver of rates. For example,
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the state public employee retirement system, CalPERS, is one of
the largest health care purchasers in the country, but the high
prevalence of chronic disease among state workers, and their
higher relative age, drives rates up for this group.

Having many different carriers participating in a marketplace
increases competition. But having a smaller number of carriers
presents the potential for partnerships through the development
of strong relationships over time. In California, state employees in
the Sacramento region have access to a virtually integrated deliv-
ery system, a partnership between Blue Shield of California, Cath-
olic HealthCare West, and Hill Physicians group. This alliance has
kept premiums stable for the employees who choose it and has
been working to integrate the different systems and improve qual-
ity of care.?! According to the terms of the arrangement, the in-
surer, hospital system, and physicians” association were given
autonomy to redesign their care delivery systems to promote
better coordination and improve efficiency. For example, they
worked to eliminate redundancies, such as having the same pa-
tient participate in multiple chronic disease management pro-
grams. At the end of the pilot period, CalPERS estimated it saved
$15.5 million through this “active purchasing” partnership and
said it plans to expand the program.52

2.7(c) Program Articulation

From the earliest phases of design, California pursued a “no
wrong door” approach to exchange articulation with existing and
future programs. One of eleven states working in cooperation
with the federal government on Enroll UX 2014 — a set of design
prototypes aimed at adopting best practices into the user experi-
ence — California ensures consumers are directed to any program
for which they may be eligible.53 Covered California’s online por-
tal allows consumers to directly enroll in individual and family
coverage, Medi-Cal, and SHOP plans. The Web site can also direct
individuals to California’s online voter registration site.
Consumers are not able to enroll in Medicare through the portal.

2.7(e) Government and Markets

In every state, exchange boards will have to be very active in
mitigating adverse selection among plans in the exchange, be-
tween the exchange and the outside market, and across market
segments (e.g., individual, small-group, self-insured). Adverse se-
lection occurs when actions by insurers or enrollees deliberately
or inadvertently lead to an insurance risk pool of people who are
substantially less healthy and more costly to insure. Once a poor
risk profile has been developed for a particular product, it is diffi-
cult for the risk-bearing entity to remain financially viable. A re-
view of the state’s experience with its small-business exchange
emphasizes the importance of avoiding adverse selection and
warns that “very strong measures are needed to prevent ex-
changes from falling into a death spiral.” 5
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The Affordable Care Act has several provisions that differenti-
ate its exchanges from voluntary purchasing pools such as
PacAdvantage. First, an exchange is the only place in which indi-
viduals and businesses can receive subsidies and tax credits,
which will create a “captive audience.” This makes it less likely
that the exchange will be selected against by the outside market
because — particularly in states like California — the group is
likely to be large enough to have an acceptable risk profile. Sec-
ond, carriers within an exchange are required to offer products
only at specified actuarial values (i.e., catastrophic, bronze, silver,
gold, and platinum). This will help consumers make meaningful
comparisons among products and may somewhat reduce the like-
lihood that plans will be adversely selected against within the ex-
change. Further, insurers are required to offer the same products
at the same price both within and outside of the exchange. This
also helps reduce selection against the exchange. The carriers who
participated in PacAdvantage were unwilling to offer the same
price for the same product. This requirement has the important
implication, though, that there can be no price advantage because
of negotiating clout or administrative efficiencies for participating
in the exchange.

Some carriers expressed concern that the structure created by
these regulations will mean that price negotiated by an exchange
will effectively set prices for the rest of the products within and
outside this market. They believe that because the rating factors
allowed are very specific, any price change in a market segment
for any product may require price changes for all the other prod-
ucts in the portfolio. The rating factors that are allowed are now
limited to a very small set, including age and tobacco use.

The full impact on market dynamics and prices is yet to be de-
termined. It is clear, though, that elements of the reform law — in
particular those related to exchanges — will have unforeseen im-
plications for the private insurance market. There may also be sig-
nificant consequences for providers who depend on payments
from private insurers that participate in the exchange. In the indi-
vidual market, where an exchange will have a long-term captive
audience because of the subsidies, these new purchasing pools
may indeed set prices for the market. The exchange cannot negoti-
ate a better price exclusively for its enrollees, but its activities may
bring down the price for all participants in the individual market.
In the small-group market, on the other hand, the exchange may
not have as great an effect on the prices in the market since the tax
credits are of limited duration and there is no requirement for em-
ployers with fewer than fifty employees to offer coverage. Overall,
the requirement that prices be equal inside and outside the ex-
changes means the California exchanges are less likely to be sub-
ject to adverse selection, but it also takes away an important
putative advantage — lower prices.

California built upon federal legislation to reduce the likeli-
hood of adverse selection within and against the exchange. First,
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while the federal legislation requires plans to offer only the silver
and gold levels of coverage within the exchange, California re-
quires plans to offer all levels of coverage. Critically, this require-
ment relates to plans whether or not they participate in the
exchange. Therefore, there will be a direct comparison across all
carriers in the market at these actuarial values. The exception to
this is related to the second important regulation that California
put in place: the restriction that plans can only offer the cata-
strophic coverage product — and access the relatively young and
healthy enrollees to whom this product will appeal — if they
participate in the exchange.

The federal law also includes a provision on statewide risk ad-
justment that applies to plans both in and outside an exchange. In
theory, this should eliminate most concerns about adverse selec-
tion because plans that have unhealthier pools will receive money
from those with healthier ones. However, there are important ca-
veats because risk adjustment, even under ideal circumstances, is
imprecise. There is some disagreement as to whether it was done
effectively in the past, for example, within California’s small-busi-
ness purchasing pool.?> But even assuming risk adjustment is
done perfectly, it is designed to smooth differences within rela-
tively narrow bands. If carriers” payments to each other become
very large proportions of total revenues, this may undermine the
entire model. The subsidies paired with risk adjustment, there-
fore, will not guarantee success for an exchange either in terms of
fulfilling its public purposes or succeeding as an entity operating
within the private market. Therefore, states should give serious
consideration to adopting the further steps that California took to
reduce adverse selection.

2.8. Data Systems and Reporting
Data systems and reporting are still in development.

Part 3 — Supplement on Small Business Exchanges
3.1. Organization of Small Business Exchanges

The Small Business Health Options Program (SHOP)

There is enthusiasm among small business owners in Califor-
nia about the promise of the small-group exchange in spite of the
state’s uneven experience with purchasing pools. According to
John Arensmeyer, CEO of Small Business Majority, “When we tell
small business owners about the exchange provisions in the Af-
fordable Care Act, there is tremendous interest, and one-third say
that an exchange will make it more likely that they will offer cov-
erage.” On the other hand, there is no penalty in the law for
groups with fewer than fifty employees that do not provide insur-
ance. Some have discussed the possibility of ceasing to offer insur-
ance in favor of increasing employees’ salaries, many of whom
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would qualify for subsidies to purchase insurance on the
individual exchange.

The primary value proposition of small group exchanges has
been a broader range of choice for employees than is traditionally
offered within the outside market where insurers place strict par-
ticipation requirements on small groups. In California and other
states, the trade off for this choice is that the plans offered through
small group exchanges have generally been more expensive than
comparable plans in the outside market. These exchanges, there-
fore, have tended to cater to a niche clientele. Some businesses are
willing to pay the relatively higher premiums to get this set of
choices for their employees. One of the most popular products in
PacAdvantage, California’s defunct small group purchasing pool,
was PairedChoice. This option allowed employers to combine a
Kaiser HMO plan, generally offered to their employees, with a
PPO plan, generally taken up by the owners and their relatives.

The small group exchange will need to develop a value propo-
sition that appeals to small businesses and insurers alike. Small
group exchanges have historically struggled to attract and retain
insurers. Indeed, Anthem Blue Cross, the insurer with the largest
share of the state’s small group business, chose to drop out of the
SHOP exchange and continue to participate in a private exchange,
CalChoice, which competes with the SHOP. Some observers ex-
pressed concern that the main value proposition of the Affordable
Care Act’s small group exchange for insurance carriers — access
to groups that utilize a modest tax credit that expires after two
years — may not be adequate to attract their business. Insurers
generally prefer not to split the business of a small group with an-
other carrier. With California choosing to offer “employee choice,”
business that many insurers would prefer to have combined may
be sliced. Therefore, they may continue to prefer selling policies in
the market outside the exchange.

Another critical issue is the relationship among the exchanges
and the health insurance agents who serve this market. The
small-group exchange is more likely to be successful if it enrolls a
great number of people, and brokers have the broadest and most
well-established set of relationships with the small group market.
California chose to allow only certified insurance agents to sell
SHOP products. Certified enrollment counselors will serve solely
the individual market.

Size of the Small Group Market

An option available to states from 2014 to 2016 is to tempo-
rarily limit the size of employers who can participate in the small
group exchange to those with fifty or fewer employees. In 2016, it
will expand to up to 100 employees in all states. California has
chosen to limit enrollment to smaller groups until 2016.

In California, as in many other states, this presents challenges
for implementation. In California, the small-group market (i.e.,
two to fifty individuals) is age-rated, whereas the midsize market
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(i.e., fifty-one to 100 individuals) is community-rated. The practi-
cal implication is that premiums for individuals, and hence for the
group, can be different across these market segments. The techni-
cal requirements for producing the premiums for these two mar-
kets are distinct and combining them without standardizing the
underlying law would be very challenging, if not prohibitively
complicated.

The natural default for many states has been to restrict the size
of the market for the first two years as these technical issues are
worked out. However, an exchange set up to cater to the tradi-
tional small group market exclusively, even for a limited time,
may make different decisions than an exchange planning to serve
groups of up to 100 individuals. These markets often have differ-
ent structures, are served by distinct delivery channels, have vary-
ing compensation schedules for agents, and carry different
customer service expectations. Further, for states that are smaller
than California, limiting the size of groups that can participate
raises concerns about the total size of the market.

Part 4 — Summary Analysis

4.1 Policy Implications

What groups and institutions appear to be winning or are
likely to win (i.e., gain benefits, resources, and influence) as health
reform is implemented? What groups and institutions are losing
or are likely to lose? How has the implementation of health re-
form affected the power and alignment of groups, interests, and
institutions in health policymaking?

In many ways, the implementation of health care reform has
not — or at least not yet — dramatically changed the status quo in
California in terms of health care coverage. One somewhat surpris-
ing trend is that more than 96 percent of enrollees in the state ex-
change in the first two months enrolled in one of the four plans that
had the largest share of the market for individual insurance before
reform — Anthem Blue Cross, Kaiser Permanente, Blue Shield of
California, and HealthNet. Some analysts had predicted that new
entrants to the marketplace for commercial insurance, such as tradi-
tional Medicaid Managed Care plans, LA Care, and Molina, would
do extremely well given their familiarity with marketing to subsi-
dized populations. This dynamic may change, however, after Cali-
fornia implements legislation passed in 2013 (SB X 1-2, Hernandez),
that will give consumers the ability to remain with their Medicaid
Managed Care plans as their income increases. Traditional safety
net health care providers also expected to be well positioned to ex-
pand under reform, but are beginning to feel as if the provisions de-
signed to assist them, such as the requirement that plans include
“Essential Community Providers” in their networks, will have no
substantial influence on the status quo.

The enrollment infrastructure has been changed somewhat
through the creation of certified enrollment counselors, a new
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class of people able to assist consumers in selecting a coverage op-
tion. Covered California has also created large call centers with
staffs that are empowered to enroll people in private or public
coverage. However, for the time being, the incumbent enrollment
infrastructure has been largely kept in place. There have been
many concerns expressed by insurance agents about difficulties
becoming certified insurance agents able to place business within
the exchange, but these difficulties have also extended to certified
enrollment counselors. There have also been few major changes or
immediate-term threats to the roles of the substantial
county-based enrollment infrastructure of public employees. In
fact, one of the three call centers created by Covered California is
administered by Contra Costa County.

The biggest changes in terms of long-term implications for
health care markets, as well as policy, has little to do with the
choices that California has made and more to do with the financial
implications of reform. In the past, the individual market in the
state was dominated — with the substantial and significant excep-
tion of Kaiser Permanente — by broad network PPOs. Insurers
kept premiums down for consumers primarily through risk selec-
tion, as well as through often nontransparent changes to
consumer cost-sharing.

However, in a policy framework in which consumer cost-shar-
ing is standardized and risk selection is not possible, the only ef-
fective, immediate-term way to generate a lower price point is to
purchase health insurance from lower-cost providers. Hence the
networks that were put together by insurers for Covered Califor-
nia, as well as those for networks across the nation, whether or
not the exchanges chose to be selective purchasers, are quite nar-
row. There are many hospitals, including prominent facilities such
as Cedars-Sinai Medical Center in Los Angeles, that are in very
few or no exchange networks. It is an open question as to what ex-
tent this dynamic will accelerate or moderate in the future as
plans — and through them providers — compete for the business
of newly subsidized customers. However, there has already been
something of a backlash within the state — in particular directed
at “Exclusive Provider Networks” (EPOs) that provide no access
to out-of-region providers. It is possible that there will be
legislative move to address these issues.

Also, in California, as elsewhere, the broader changes in
health reform have led to hundreds of thousands of consumers
who were currently purchasing health coverage in the individual
market having to pay more for similar or less comprehensive cov-
erage since they are no longer benefitting from risk selection. Con-
versely, of course, there are millions of consumers who are now
eligible for generous subsidies. These subsidies, however, end at
400 percent of poverty, causing dramatic effective marginal tax
consequences for crossing this income threshold for consumers in
areas with higher health care costs.
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Another interesting question, as yet unresolved, is the extent
to which the changes in federal reform will catalyze the balance of
power among the different agencies of state government. Since
the passage of reform, the Department of Managed Health Care
was reorganized to report directly to the secretary of Health and
Human Services. There is some question as to whether it is appro-
priate for the regulator of health insurance to report to the same
person who is the chair of the Board of Covered California, a par-
ticipant in the health insurance marketplace. And the role of the
Department of Managed Health Care is growing. Over the past
ten years, as there has been an increasing imperative for insurance
companies to reach a lower premium through increased consumer
cost-sharing, many carriers have developed products that were
subject to the lower regulatory threshold of the Department of
Insurance.

This department is run by the insurance commissioner, cur-
rently Dave Jones, a Democrat, who is an elected constitutional of -
ficer in the state. In the past, the majority of the individual market
fell under the Department of Insurance, but under the exchange
only some of the products offered by one carrier, HealthNet, are
regulated by the Department of Insurance. The rest are regulated
by the Department of Managed Health Care. However, a ballot
initiative that voters will consider in 2014 would give the insur-
ance commissioner the authority to reject rate increases proposed
by any insurer participating in the individual or small group mar-
ketplace, effectively leading to multiple layers of regulation and
complicating the picture in terms of the balance of power going
forward in the state.

The balance of power between Covered California itself and
the rest of the state infrastructure remains something of an open
question. To date, the exchange has coordinated very closely with
the Department of Health Care Services, which administers the
state Medicaid program, and has generally deferred to the Depart-
ment on issues related to Medicaid. However, in a structure in
which certified insurance agents and certified enrollment counsel-
ors, both managed by the exchange, are able to enroll people in
Medicaid, this may have a significant impact on the balance of
power within the state. Finally, the state legislature has given
Covered California a substantial amount of leeway in its first
three years of operations. However, it may take a more active
oversight role and issue legislation directly affecting Covered Cal-
ifornia, in particular once the initial phase of setting up this
marketplace is perceived to have been successfully accomplished.

4.2. Possible Management Changes
and Their Policy Consequences

Although we have seen many states with significant manage-
ment changes, including the resignation of many executive direc-
tors, California’s leadership has been consistent at the senior level.
There is not expected to be any short-term changes in the
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composition of the five-member Board, and Peter Lee, the execu-
tive director, has enjoyed the consistent support of the Board.
Since the secretary of Health and Human Services is automatically
a member of the Board, it is possible this position will change if
Dooley retires or if Brown does not win re-election as governor.
However, Brown does not currently have any significant opposi-
tion within his own party or from the California Republican Party.
There have been some changes at the management level, includ-
ing the retirement of David Maxwell-Jolly, who had served in sev-
eral positions, including as the first chief operating officer of the
exchange. In spite of some turnover, the policy orientation and di-
rection of the exchange has not changed to any great degree since
the passage of the enabling legislation. Since California has led the
nation — both to the extent that its IT systems have worked rela-
tively well and the fact that it was relatively successful in enroll-
ing people in coverage — there is not likely to be much demand
for changes in exchange leadership in the immediate term unless
there are massive problems in converting plan selections into en-
rollments and, ultimately, health care access. California has had
significant challenges, and its first year enrollment will fall at the
very low end of initial projections, but within the broader context
of the implementation of federal health care reform, it has been
seen as a model of how to set up and run such a marketplace.
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American Indians and the ACA

American Indians and Alaska Natives (Al/ANs) have greater unmet health
needs and greater levels of health disparities than other segments of the
U.S. population.

The Affordable Care Act (ACA) endeavors to address these needs by
providing Al/ANs with access to federally funded health coverage and
services to improve their health status and reduce the prevalence and
incidence of preventable illnesses and premature deaths.

Specifically, the ACA allows eligible Al/ANs to: (1) continue to use the
Indian Health Service (IHS); (2) purchase insurance through marketplaces;
and (3) enroll in public programs including Medicare, Medicaid, and the
Children’s Health Insurance Program (CHIP).

In addition to these coverage expansions, the ACA permanently
reauthorizes the Indian Health Care Improvement Act (IHCIA), which
increases funding and enables the IHS to modernize its delivery system and
expand its workforce.
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Verifying Tribal Membership for Medicaid and
the Marketplace

Why is verification needed?

To obtain cost-sharing and tribal exemptions to the individual mandate offered by the ACA,
Al/ANs will need to verify their tribal membership or affiliation. States can work with tribes
to identify documents, in addition to those outlined below, that can be used to establish
tribal membership.

Tribal Documents Accepted as Proof of Citizenship:

1) Tribal Enrollment Card;
2) Certificate of degree of Al/AN blood;
3) A tribal census document;

4) Documents on tribal letterhead, issued under the signature of the appropriate tribal
official indicating an individual’s affiliation to the tribe; and/or

5) Other documents proving membership, enrollment, and affiliation as determined in
consultation with tribes.

Coverage for Non-Citizen Tribal Members

* Maedicaid: Individuals who are not citizens but are members of a tribe located in a
state with an international border are eligible for Medicaid if they meet all other
eligibility criteria without being subject to the five-year waiting period (Personal
Responsibility and Work Opportunity Reconciliation Act, section 402).

*  Other State Health Coverage Programs: Eligibility for these programs should be
outlined by the pertinent state agency.

*  Marketplace: An Al/AN born in Canada or Mexico may be eligible for enroliment in a
Qualified Health Plan (QHP) offered through the marketplace and may be eligible for
premium tax credits or cost-sharing reductions (CSRs) if he/she is a lawful permanent
resident or a non-citizen who is lawfully present for the entire period for which
enrollment is sought. Al/ANs born in Canada that have maintained residence in the
United States since entry can be considered to be lawfully admitted for permanent
residence.
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Applying the Income Rules to Al/ANs

What types of income are counted?

All income regularly counted in the Modified Adjusted Gross Income (MAGI)-based
methodology applies to Al/AN applicants.

What types of income are non-countable?

1) Distributions from Alaska Native Corporations and Settlement Trusts.

2) Distributions from any property held in trust, subject to federal restrictions, located
within the most recent boundaries of a prior federal reservation, or otherwise under
the supervision of the Secretary of the Interior.

3) Distributions and payments from rents, leases, rights of way, royalties, usage rights, or
natural resource extraction and harvest from:

a) Rights of ownership or possession in properties held in trust under the
supervision of the Secretary of the Interior; or

b) Federally protected rights regarding off-reservation hunting, fishing, gathering,
or usage of natural resources.

4) Distributions resulting from real property ownership interests related to natural
resources and improvements:

a) Located on or near a reservation or within the most recent boundaries of a
prior federal reservation; or

b) Resulting from the exercise of federally protected rights relating to such real
property ownership interests.

5) Payments resulting from ownership interests in or usage rights to items that have
unique religious, spiritual, traditional, or cultural significance, or rights that support
subsistence or a traditional lifestyle according to applicable Tribal Law or custom.

6) Student financial assistance provided under the Bureau of Indian Affairs education

programs.

Citation: 42 CFR 435.603 - Application of Modified Adjusted Gross Income
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Exemptions to the ACA Individual Mandate
Requirements are Available for Al/ANs

Individuals who are members of a federally recognized tribe or a shareholder in an AN
Regional, or Village Corporation may qualify for an exemption from the individual mandate
requirement to purchase insurance and will not have to pay a tax penalty (know as an Indian
hardship exemption). An IHS beneficiary, or a person eligible to receive IHS services, can also
qualify for a hardship exemption.

To qualify, an Al/AN will need to verify his/her membership in a tribe or eligibility for services
from the Indian Health Service, a tribal health care provider, or an urban Indian health care
provider (I/T/U).

The Centers for Medicare & Medicaid Services (CMS) provides instructions on applying for an
exemption based on Al/AN status, available at:
http://marketplace.cms.gov/getofficialresources/publications-and-articles/tribal-
exemption.pdf

Qualifying for an Exemption Based on Hardship

Hardship exemptions, beyond the Indian hardship exemption, may also be provided to
individuals who:

=  Were homeless, evicted in the past six = Had a cancellation in their individual

months, or faced eviction/foreclosure

=  Received a shut-off notice from a utility
company

= Experienced domestic violence recently

= Experienced the death of a close family
member recently

= Experienced a fire, flood, or other
disaster that caused substantial
property damage

=  Filed bankruptcy in the last six months

insurance plan and believe other
marketplace plans are unaffordable

Had medical expenses they could not
pay in the last 24 months

Were determined ineligible for Medicaid
because the state did not expand
eligibility

Experienced unexpected increases in
necessary expenses due to caring for an
ill, disabled, or aging family member

The marketplace will use an application to collect the information necessary to
determine eligibility and grant a certificate of exemption for an applicant. Applications
can be found at: http://marketplace.cms.gov/getofficialresources/publications-and-

articles/affordability-sbm-exemption.pdf (State Based Marketplace) and
http://marketplace.cms.gov/getofficialresources/publications-and-

articles/affordability-ffm-exemption.pdf (Federally Facilitated Marketplace).
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Individual Mandate Exemptions for Al/ANs

The following chart details the path that certain individuals within the
Al/AN population must take to be exempt from the individual mandate:

CATEGORY OF Al/AN

Enrolled member of a federally recognized tribe or
shareholder in an Alaska Native Village or Regional
Corporation.

Al/AN who may not be (1) enrolled in a tribe or (2)
a shareholder in an Alaska Native Claims
Settlement Act Corporation, including:

. Members of federally recognized tribes;

. Urban Indians who are members of state
recognized tribes or descendants in first or
second degree; and

. Those considered by the Department of the
Interior to be Indian and those considered by
Health and Human Service (HHS) to be Indian
for IHS eligibility.

Household members who are eligible for IHS,

including:

* Descendants who are under 19 years old;

* Adopted children, step children, foster children
of an Indian (may never be considered Al/AN);

* Children who will never qualify as Al/AN;

* Children who are considered incompetent
(who may not qualify as Al/AN);

* Spouses who are not Al/AN, or not eligible for
IHS, if there is a resolution from the tribe
covering spouses; and

* Non-Al/AN women who are pregnant with an
Indian child.

Al/AN who are not eligible for the Indian
exemption or the Indian hardship exemption.

TYPE OF EXEMPTION

Indian Exemption — Individual applies once
for a permanent exemption. Individual must
notify the Internal Revenue Service (IRS)
when they become ineligible.

Hardship Exemption — Individual applies
once for a permanent exemption. Individual
must notify the IRS when they become
ineligible.

Hardship Exemption — Individual applies
once for a permanent exemption. Individual
must notify the IRS when they become
ineligible.

Individual may be eligible for exemptions

based on other conditions, including:

* Living in a non-Medicaid expansion state
and income is below 100 percent FPL;

* Eligibility for and access to Minimum
Essential Coverage;

* Affordability exemption; and

* Hardship exemption as determined by
acceptable circumstances.



Cost-Sharing Obligation Exemption

Cost-Sharing Protections:

* Al/ANs with incomes below 300 percent FPL are exempt from
out-of-pocket costs, e.g., co-insurance, co-pays, and
deductibles. They are not required to enroll in a specific metal-
level plan on the marketplace in order to qualify for a cost-

= sharing reduction.
g/ * Those with incomes above 300 percent FPL will have limited

cost-sharing obligations outside of IHS, I/T/Us, and contracted
health services. However, they are exempt from cost-sharing for
services provided by IHS, Indian tribes, tribal organizations, and
urban Indian organizations (1/T/Us), or through referral under
contract health services.

-
-
“

Ve

How will providers know that an Al/AN does not have cost-sharing?

* Applicable cost-sharing amounts will be identified on Medicaid or marketplace health
plan cards issued to members.

* Providers will receive notices from state agencies about cost-sharing exemption.

* Providers can confirm exemption by contacting the enrollee’s carrier/issuer.

When shopping for a plan, will an Al/AN who is eligible for cost-sharing
have to pick a specific cost-sharing plan?

In families where household members qualify for different levels of cost-sharing reductions
(e.g., one family member is Al/AN), the least common denominator rule applies. The rule is
that the entire household would qualify for the cost-sharing variation available to the
member who qualifies for the least generous CSR.

How can navigators assist families with split tribal membership?

* Advise Al/AN on benefits specified by the ACA, such as CSRs, income exclusions, special
open enrollment periods, and exemption from minimum health care coverage mandate.

* Assist with obtaining documents required for enrollment, including tribal blood cards,
etc., where applicable.

* Provide enrollment assistance to household members who might be eligible for different
coverage options and offer information on accessing IHS and I/T/U providers and services.

Page 7



Tribal Sponsorship of Premiums

Payment by I/T/Us to the Marketplace

The marketplace may allow Indian tribes, tribal organizations, and urban Indian organizations
to pay the QHP premiums on behalf of qualified individuals.

The IHCIA allows I/T/Us to purchase health benefits coverage for IHS beneficiaries through a:
* Tribally owned and operated health care plan;
*  State orlocally authorized or licensed health care plan;
* Health insurance provider or managed care organization;
* Selfinsured plan; or a

* High-deductible or health savings account plan.

How will tribes make payments to the marketplace?

Marketplaces have three options for the methods of premium payment:

* Take no part in payment of premiums, which means that enrollees must pay
premiums directly to a QHP issuer;

*  Facilitate the payment of premiums by enrollees by creating an electronic “pass
through” of premiums without directly retaining any of the payments; or

*  Establish a payment CMS-9989-P 52 option where the marketplace collects
premiums from enrollees and pays an aggregated sum to the QHP issuers.

A marketplace may consider setting up an upfront group payment mechanism similar to the
mechanism currently used by some tribes to enroll members in the Medicare Prescription
Drug Program. Under that program, tribes offer a selection of plans from which their
members may choose, thus limiting the members’ options.

Page 8
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The ACA gave states a number of choices in how to implement the broad coverage changes it required. As such, health reform
looks different from state to state, and the impact of the ACA may or may not differ because of these state decisions. This Data
Brief examines a number of choices related to the establishment and running of the new health insurance marketplaces, and their
potential impact on enrollment rates to date. We use existing data sources as well as a new database, HIX 2.0, which provides
a rich array of state-level variables to provide an ongoing picture of ACA implementation. HIX 2.0, developed by researchers at
the University of Pennsylvania, documents and codes state-level variation in the political setting, institutional structures, and
operational decisions likely to affect outcomes on the marketplaces.

One of the linchpins of the Affordable Care Act
(ACA) is the establishment of “Health Insurance
Exchanges” [now called “Marketplaces”] where
consumers can select health plans they prefer
among various combinations of coverage

and premiums. As originally intended, these
marketplaces would be state-based, with a
default federally-facilitated marketplace in
states that were unable or unwilling to establish
their own. The state could run its marketplace
through an existing or new state agency, a quasi-
governmental organization, or a non-profit entity.

The law specified five core functions for the
exchanges: determining eligjbility; enrolling
individuals; conducting plan management
activities (e.g., certifying that health plans as
“qualified” to be sold, rate review, regulating
marketing); assisting consumers (e.g., in-person
help, “Navigators”, websites, and call centers);
and providing financial management services
(e.g., accounting, auditing, and reporting).

As it turned out, just 16 States (and DC)
established their own marketplaces; 27

states chose, or defaulted to, a federally-run
marketplace. Because of time constraints, two
of the state-based marketplaces (New Mexico
and Idaho) are using the federal IT platform while
they develop their own. In 2011 regulations,
states were offered the option of a federal-
state partnership, in which states could retain
consumer assistance and plan management
functions, and seven states chose that option.

In early 2013, states choosing the federally-run
marketplace were given the option of taking on
only plan management functions, and seven
states chose that option.

DID MARKETPLACE TYPE
CORRELATE WITH
ENROLLMENT RATES?

Given the variability in how states have
implemented this aspect of the ACA, it is
reasonable to ask how these decisions have
affected each state’s ability to enroll its target
population into plans on the marketplace.
Have states of one type or another had higher
enrollment rates? This Data Brief looks at the
enrollment numbers as of the end of February,
five months into the open enrollment period

on the marketplaces, which ends March 31,
2014. We use cumulative enrollment figures
for each state from October 1, 2013 - March 1,
2014, provided by the Assistant Secretary for
Planning and Evaluation (ASPE), Department of
Health and Human Services (HHS). Enrollment
is measured as the number of people selecting
a plan, whether or not they have yet paid a
premium for it.

Health insurance marketplaces were created by
the ACAas a way to make health insurance more
affordable and easier to purchase for individuals.
(The ACA also created marketplaces for small
businesses, which is beyond the scope of this
brief.) The purpose was to extend affordable

coverage to the uninsured who do not qualify

for Medicaid, as well as to make coverage more
secure for those who purchase insurance on the
individual market. Thus, capturing enrollment
success would ideally entail capturing the degree
to which the marketplaces are meeting intended
enrollment goals.

An overall basic enroliment objective is for the
marketplaces to enroll as many of the potentially
eligible enrollees as possible. But given the goals
of the ACA, covering as many eligible uninsured
would be a more specific way to capture
marketplace success. However, the enrollment
numbers available do not provide sufficient

detail to provide a direct link to this measure

of success. While no measure is perfect, given
the data available at this point, we measure

total enrollment as a fraction of the potential
population for the marketplace in each state,
including the uninsured not eligible for Medicaid
and people with plans on the individual market.
Here we use the percentage of eligible people

as calculated by the Kaiser Family Foundation.
They include legal residents who are uninsured
or purchase non-group coverage, have incomes
above Medicaid/CHIP eligibility levels, and who do
not have access to employer-sponsored coverage.
The estimate excludes uninsured individuals with
incomes below the poverty level who live in states
did not elect to expand the Medicaid program.
We call this measure the enrollment rate.
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Type of Health Insurance Marketplace Exchange

Type of Exchange

] Sstate based exchange
[l State partnership exchange
| | FFE with state plan management

[ Federally facilitated exchange (FFE)

WHAT WE FOUND

Overall, more than 4.2 million people have enrolled and picked a
plan through the exchanges, about 14.8% of all potential eligibles.
The enrollment rate varies from state to state, with a high of 54%
in Vermont to a low of 5% in Massachusetts. We should note that
Massachusetts had the lowest rate of uninsurance in the nation
since its health reform in 2006; its previous success might mean
that the remaining uninsured population could be especially
difficult to reach.

We found that, on average, state-based marketplaces have had
higher enroliment rates (20.3% of eligibles) than the federally-
facilitated ones (12.4%) or the partnership states (13.9%). The
states retaining plan management functions within a federally-
facilitated marketplace have similar enroliment rates to the other
federally-run ones (11.4% vs. 12.6%). All of the federal-facilitated
marketplaces were likely affected by the extremely difficult rollout
of the HealthCare.gov site when it launched on Oct. 1, 2013, as
were the two state-based marketplaces relying on the federal site
(New Mexico and Idaho).

These averages, however, hide significant differences among the
types, especially among the state-based marketplaces. Within the
federally-run marketplaces, enrollment rates vary from 6% in South
Dakota to 21% in Maine.

The “average” state-based marketplace is doing as well in its
enroliment as the best federally-run exchange. And a number
of those states are doing significantly better. Many of the less-

successful state-based marketplaces, particularly Massachusetts,
Minnesota, Oregon, Maryland, and Hawaii, had documented
problems with the rollout of their sites, which is likely reflected in
their enrollment rates.

Each state choosing to run its own marketplaces decided

on a formal governance structure, and that decision seems

to have made a difference in enrollment rates. Each option

had its potential advantages and disadvantages. Housing a
marketplace in a state agency might allow the state to use its
existing infrastructure and resources most efficiently; it might also
overwhelm an existing agency and subject the new marketplace
to cumbersome state rules and regulations. States choosing

to create a quasi-governmental organization, on the other

hand, would have government oversight but more flexibility in

its processes, such as hiring and procurement. But this option
also involves investing in new infrastructure, and managing new
relationships with state agencies. Creating a non-profit entity
might give a state the most flexibility, and perhaps increase its
consumer-friendliness; however, this non-governmental entity
might also have the most difficulty interacting with the state’s
agencies and databases.

Twelve states chose a quasi-governmental organization to govern
their exchange; four states chose an existing state agency, and only
one, Hawaii, chose to create a non-profit entity (although Arkansas
will transition from a partnership to state-based marketplace in July
2015 and has decided on non-profit governance). The four states
that chose an existing state agency are having higher enroliment
rates, on average, than the others.

MARCH 2014
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WHAT DOES IT MEAN?

Traditionally, states have regulated their own insurance
markets. The ACA introduced what has been called a “hybrid
federalism” into the process. In effect, ACA became a case
study in the political and organizational factors affecting
state-level implementation of a federal mandate. Because of
partisan divides, legal delays, and technological glitches, the
implementation of the ACA differed from state to state. It is likely
that all these factors contributed to the wide variation across
states in enroliment success in the first five months of open
enrollment. Given their traditional role in regulating insurance,
it is not surprising that state-based marketplaces are having the
most success, and that state-based marketplaces governed by
existing state agencies are doing the best.

There are many aspects of success our measure does not
capture. First, as mentioned above, we do not separate
enrollees who were uninsured from those who had individual
insurance. Second, we do not address the degree to which
enrollees have high health care needs, which could affect
pricing in future years. Third, our measure does not account for
the variation in the number of people still purchasing individual
insurance outside the exchanges. It is possible that our measure
may artificially understate coverage success in those states with
relatively robust individual markets, because potential enrollees

may be more likely to continue to purchase individual insurance
outside the exchange. Fourth, while the number is likely to be
small, some exchange participants were previously insured in
the employer-sponsored market and thus not reflected among
“potential enrollees”. Fifth, many of those enrolled may fail to
pay their premiums and therefore quickly lose their enrollment
status.

By this measure, even the most successful states (other

than Vermont) have enrolled less than half of their eligible
populations. When the data are available, it will be important
to understand who has enrolled through the exchanges, who
has maintained insurance off the exchanges, and who remains
uninsured.

We are in the last month of open enroliment for 2014 coverage,
and enrollments may surge as the deadline approaches. The
next open enrollment period runs from Nov. 15, 2014 to Feb.
15, 2015. Many questions remain about whether these early
enrollment patterns will continue. Now that technical problems
with healthcare.gov are mostly fixed, will the federally-run
marketplaces catch up? Will the states still having technical
site problems (such as Massachusetts) solve them and will
enrollments in these states jump as a result? Will more states
migrate to state-based marketplaces, as the initial opposition
(and legal challenges) to the ACA subside?
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Key Messages

e There is considerable variation across states in how dental benefits are offered within the
newly established health insurance marketplaces. In some marketplaces, pediatric dental
benefits can be purchased only through stand-alone dental plans, while in others all
medical plans include embedded pediatric dental benefits.

e There is limited information available to consumers on many key attributes of dental
plans within the marketplaces, making it challenging to make meaningful comparisons
and fully informed decisions.

e Stand-alone dental plans and medical plans with embedded dental benefits differ in
several ways, including out-of-network coverage, deductible arrangements, and
premiums.

e Further research is needed to study the implications of alternative marketplace set ups
on consumer purchasing decisions and, ultimately, access to dental care.

Introduction

The Affordable Care Act (ACA) will extend health insurance to millions of Americans.
Recognizing the importance of oral health, pediatric dental services are one of the ten
essential health benefits that all small group and individual market health plans are required
to cover. Early estimates predict that almost 9 million children could gain dental benefits
coverage due to the ACA, with 3 million gaining such coverage through health insurance
marketplaces (hereinafter referred to as marketplaces).2 Dental benefits for adults, however,
are not an essential health benefit under the ACA. Health plans may still offer adult dental
coverage, but they are not required to do so. Therefore, the estimated number of adults
potentially gaining private dental benefits through the marketplaces is much smaller.?
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Based on the interpretation of the pediatric dental
services mandate, health plans sold through the
marketplaces are actually not required to include
pediatric dental benefits as long as there are stand-
alone dental plans (SADPs) available for purchase.4
Further, all SADPs offered through the marketplaces
must include pediatric dental benefits.’ Thus, the
marketplaces can offer pediatric dental benefits in one
of three ways: (1) through an SADP, (2) through a
dental plan bundled with a medical plan, and (3)
through a medical plan that has embedded pediatric
dental benefits.® As there are no bundled dental plans
offered through the marketplaces for 2014,” individuals
currently have at most two methods of obtaining

pediatric dental coverage.8

Individuals have until March 31, 2014 to enroll in a
health plan to meet the ACA'’s individual mandate
requirement9 after which they are subject to tax
penalties.’® While pediatric dental benefits are
“essential” under the ACA, consumers will not be
penalized if they fail to purchase dental benefits for
their child.** Allowing marketplaces to offer SADPs
essentially disconnected pediatric dental benefits from
the tax penalty, and consumers are not actually
required to purchase them.*?

Premium subsidies are also complex when it comes to
dental benefits. To help offset the cost of purchasing
health insurance, the ACA established premium
assistance for certain income groups in the form of tax
credits for plans purchased through the
marketplaces.13 How premium assistance applies to
SADPs, however, is not straightforward. Individuals
can technically apply their premium tax credits toward
pediatric SADP premiums, but it is unlikely that the tax
credit will be large enough to offset any of the cost of
the pediatric SADP.** Additionally, adult dental
coverage purchased through an SADP is not subject to
premium assistance because it is not considered

essential under the ACA.*®

As a result of the absence of a true requirement to
purchase pediatric dental benefits under the ACA, the
structure of a state’s marketplace plays a crucial role in
the expansion of dental benefits coverage for children.
Specifically, the purchase of pediatric dental benefits is
only guaranteed if a state either (1) only offers medical
plans that embed or bundle pediatric dental benefits, or
(2) requires consumers that purchase pediatric medical
benefits to also purchase pediatric dental benefits. To
date, only Kentucky, Nevada and Washington require

consumers to purchase pediatric dental benefits.'®

With so much variability, a critical overarching policy
question is, to what extent will the establishment of
health insurance marketplaces increase access to
dental care for children in the United States? This
ultimately depends on how effective the marketplaces
are at expanding dental benefits coverage for children,
and how effectively this expansion of coverage
increases access to dental care. These issues warrant
significant research effort. A first step is simply to
understand how pediatric dental benefits are actually
being offered within the marketplaces, and this is the

focus of our analysis.

In this research brief, we analyze key attributes of all
medical plans and SADPs offered through both the
federally-facilitated marketplace (FFM) and select
state-based marketplaces (SBMs) focusing primarily
on pediatric dental benefits. We assess the level of
information that is available to consumers when
shopping for dental benefits within the marketplaces.
We categorize states according to how dental benefits
are offered in their marketplace. We compare key
attributes of medical plans that have embedded dental
benefits to SADPs. We conclude with a discussion of

the policy implications of our findings.
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Data & Methods

In 2014, 34 states are participating in the FFM, and the
remaining 17 states (including the District of Columbia)
have established SBMs (see Table 1).

Federally Facilitated Marketplace Analysis

We analyzed medical plan and SADP information for
individuals and families from the Centers for Medicare
and Medicaid Services’ (CMS) website healthcare.gov.
We downloaded data for all plans available in the 34
states participating in the FFM, as well as data for
plans in 2 states that are temporarily operating through
the FFM until their SBMs are ready (see Table

1).1819202 The data used in this analysis were

downloaded on January 13, 2014.%%%

The data available through the FFM list every medical
plan and SADP offered by rating area.?* We used the
variable “Plan ID — Standard Component” (Plan ID) as
the unique plan identifier and counted each Plan ID as
a unique observation. We summarized the number of
medical plans and SADPs offered, the number of
medical plans with embedded dental benefits, the
actuarial value of plans, and the average pediatric
premiums for medical plans with and without
embedded dental benefits and for SADPs.?

State-Based Marketplace Analysis

We visited the 15 SBM websites between December 2,
2013 and January 6, 2014.26,27,28,29,30,31,32,33,34,35,36,
87.38.3940 Five SBM websites provided robust data on
the medical plans and SADPs available for purchase,
and these states were included in our analysis (see
Table 1). *+*#*34445 The remaining ten SBM websites
either provided less robust information, or required
individuals to create an account to preview medical
plan and SADP information.*® These states were not

included in our analysis (Table 1).

For the five states included in our analysis, we
summarize the number of medical plans and SADPs
available for purchase, the number of medical plans
with embedded dental benefits, the actuarial value of
plans, and the average child premiums for SADPs.
Where we were not able to collect reliable premium
information within a SBM, we omitted that state from

the analysis of premiums.

In-Depth Analysis of Pediatric Dental Benefits within a

Sample of Plans

We carried out a more detailed analysis on a sample of
plans. Using data from the 36 states on the FFM, we
randomly selected 50 medical plans with embedded
pediatric dental benefits (sample created January 14,
2014) and 50 SADPs (sample created January 23,
2014). We then analyzed each plan’s Statement of
Benefits and Coverage (SBC). The SBCs were found
using the links provided by CMS on the healthcare.gov
website. We collected information on key plan
attributes including deductibles, services covered,
coinsurance levels, and dental provider networks. In
general, the SBCs for SADPs provided most of this
information. However, information on dental benefits
within the SBCs of medical plans that include
embedded dental benefits was more limited. In these
cases, we conducted additional web-based research to
collect missing information (between January 14 and
27, 2014). If information was still not available, we then
conducted telephone calls to the individual insurance
company offering the plan (between January 16 and
28, 2014).

We analyzed medical plans and SADPs by actuarial
value. The actuarial value is the percentage of the total
average costs that a plan will pay for the benefits it
covers.*’ There are four medical plan actuarial values:
platinum, gold, silver and bronze.*® The percentage of
costs that a plan pays ranges from 60% (bronze) to
90% (platinum). Some consumers may also be eligible

to purchase a catastrophic plan. Only three primary
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care visits are paid for by catastrophic plans; all other
services must be paid for by the consumer until the
deductible is met.*® There are two SADP actuarial
values. High actuarial value plans pay 85% of average
costs, and low actuarial value plans pay 70% of

costs.>®
Results

Figure 1 summarizes the breakdown of how dental
benefits are being offered in the marketplaces. Within
the 41 states we analyzed, there were a total of 3,180
medical plans and 697 SADPs being offered. The
number of medical plans offered by each state ranges
from 11 in New Hampshire to 257 in Wisconsin. The
number of SADPs offered by each state ranges from

two in Vermont to 51 in Michigan.

Looking across all medical plans, 26% have embedded
pediatric-only dental benefits. Another 0.7% of medical
plans have embedded pediatric and adult (i.e. family)
dental benefits. Only 0.4% of medical plans have
embedded adult-only dental benefits, and all of these
plans are offered in Ohio. Looking across all SADPs,
42% offer pediatric-only dental benefits, and 58% offer
family dental benefits. Family SADPs can be
purchased for children only, adults only, or a mix of
children and adults. In accordance with the ACA, none
of the SADPs offer adult-only dental benefits.>*

Table 2 demonstrates that there is considerable
variation across states in how pediatric dental benefits
are being offered. In seven states, none of the medical
plans offered have an embedded pediatric dental
benefit. On the opposite end of the spectrum, there are
two states where every medical plan has an embedded
pediatric dental benefit. SADPs are offered in every

state we analyzed.

While none of the states we reviewed mandate that
medical plans have embedded pediatric dental

benefits, some states chose to not allow medical plans

to include embedded pediatric dental benefits. For
example, for 2014, the board governing California’s
marketplace decided not to allow medical plans to
embed pediatric dental benefits.>” This policy decision

has been reversed for 2015.%

Figure 2 summarizes the breakdown of medical plans
and SADPs by their actuarial value,* or the
percentage of an enrollee’s costs that a plan will
typically pay. Silver, with an actuarial value of 70% is
the most common type of medical plan being offered
across the marketplaces. There is some state-level
variation in the breakdown of actuarial value of plans
offered, with silver making up only 22.5% of the plans
offered in Arkansas, compared to 38.1% of the plans
offered in Tennessee. There is no significant difference
in the actuarial value breakdown of medical plans with
and without embedded dental benefits (results not

shown).

Just over half of SADPs are low actuarial value. Similar
to medical plans, there is some state-level variation. In
Arkansas, for example, 44% of offered SADPs are low
actuarial value compared to 100% of the SADPs
offered in Washington. The actuarial value breakdown
of pediatric-only and family SADPs mirrors the overall

breakdown (results not shown).

Table 3 summarizes the dental benefits information
available to consumers when they shop the
marketplaces for plans. As noted in the methods
section, this analysis is at the plan level and is based
on a random sample of 50 medical plans with
embedded pediatric dental benefits and 50 SADPs with
either pediatric-only or family dental benefits. These
plans were selected from the FFM and are meant to
provide a general picture of the type of information
available to consumers. While there could be
significant differences within SBMs in terms of
information that is available to consumers, the analysis
provides several important insights from the consumer

perspective.
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Overall, much more dental information is available for
SADPs compared to medical plans with embedded
pediatric dental benefits. This is primarily because the
dental benefits information is limited within medical
plan SBCs, which are a key resource for consumers as
they navigate through the marketplace. In general, the
majority of medical plans with embedded pediatric
dental benefits do not clearly state whether they cover
any services beyond preventive dental care.
Information on coinsurance levels and copayment

amounts is even more limited.

Additionally, it is often unclear from the consumer
perspective how the deductible applies to pediatric
dental benefits within medical plans. Only 20% of the
medical plans we analyzed clearly stated that there
was a separate dental deductible and even then, the
amount of that deductible was not always made
available. Consumers may assume that the medical
deductible is applicable to pediatric dental benefits, but

this is one area where transparency is a major issue.

Information on dental provider networks is also more
limited within medical plans that offer embedded
pediatric dental benefits. We found that all SADPs but
only 56% of the medical plans provide a list of in-
network dental providers that can be accessed directly
through the SBC. In fact, 24% of the medical plans do
not provide consumers with any information on in-
network dental providers. We did not investigate dental
provider network characteristics such as the number,
geographic distribution, or quality of providers and this

is an important area for future research.

Finally, we summarize information available on out-of-
network coverage. Each medical plan and SADP we
examined clearly states whether there is an additional
cost for out-of-network services, or if out-of-network
services are covered at all. We found that 48% of
medical plans and 6% of SADPs do not cover dental

services provided out-of-network.

Table 4 summarizes the actual plan characteristics for
our random sample of plans. As outlined in the
methods section, it is important to note that Table 4 is
based on a much more thorough investigation of plans.
We did supplemental web-based research and, if
necessary, called the company offering the plan to
collect information not available elsewhere. Even after
these intensive data collection measures certain plan
attributes remained unclear. Nevertheless, we feel
Table 4 is best interpreted as information the consumer
cannot necessarily access easily when shopping for
plans, but will become aware of once they start using

plan benefits.

In terms of which services are covered, all medical
plans with embedded pediatric dental benefits and
SADPs cover preventive services. SADPs are slightly
more likely to cover restorative and orthodontia
services. It is interesting to note that even after more
extensive investigation, it is still unclear whether minor
restorative services, major restorative services, and
orthodontia services are covered within some medical

plans.

There are important differences across plan types with
respect to the dental deductible. When medical plans
use a separate dental deductible, the average dental
deductible is similar across these medical plans ($34)
and the SADPs ($41). However, 34% of medical plans
do not use a separate dental deductible. In these
cases, the average combined medical plus dental
deductible is $2,935.

Among medical plans that do not have a separate
dental deductible, it is crucial to understand whether
the deductible applies to all dental services or whether
some are exempt. A high deductible with a long list of
exempt services provides much higher financial
protection to consumers than a high deductible with
few exempt services. We found that the vast majority
of medical plans without a separate dental deductible

do not apply the deductible to preventive services. Still,
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among the 12% that do there is an obvious concern
that basic preventive dental care services are not first-
dollar covered. Even among SADPs, 26% of plans
apply the deductible to preventive services. While the
average deductible amount for SADPs is much lower,
this is still an important finding that some SADPs are
not providing first-dollar coverage for basic preventive

dental care services.

Figure 3 summarizes data on pediatric dental benefit
premiums. We wanted to compare the average cost of
obtaining pediatric dental benefits through three
channels: a medical plan with embedded pediatric
dental benefits; a high actuarial value SADP; and a low
actuarial value SADP. As medical plans display only
one premium, we developed a method to estimate the
pediatric dental benefit premium within these plans.
We took the difference between the average pediatric
premium for silver medical plans that have an
embedded pediatric dental benefit and the average for
those that do not. This “shadow” premium is not
observed anywhere but can be thought of as, on
average, the incremental cost of obtaining pediatric
dental benefits through a silver medical plan. In our
calculation, we only include medical plans and SADPs
from the 25 states on the FFM where SADPs and silver
medical plans with and without embedded pediatric
dental benefits are offered; in other words, the states

where the consumer has all four choices available.

The average shadow premium across the 25 states is
$5.11. This average represents the incremental cost of

acquiring pediatric dental benefits through a silver

medical plan. The shadow premium varies significantly
across states, ranging from -$34.10 in South Dakota to
$33.83 in Alaska. Many states actually have a negative
shadow premium, meaning that silver medical plans
without embedded pediatric dental benefits are, on
average, more expensive than silver medical plans

with embedded pediatric dental benefits.

The average high actuarial value SADP pediatric
premium is $38.89, ranging from an average of $27.91
in Nebraska to $77.24 in Alaska. The average low
actuarial value SADP pediatric premium is $30.98,
ranging from an average of $23.32 in Nebraska to
$52.93 in Alaska.

Finally, Figure 4 sheds light on the relationship
between the number of plans offered and premiums. It
examines whether increased competition among
SADPs and increased choice for consumers leads to
lower premiums. We found no relationship between the
number of SADPs being offered within a state and the
average pediatric premium. We also examined whether
the presence of medical plans with embedded pediatric
dental benefits impacts premium levels for SADPs. We
did not find any impact (results not shown). These
initial findings suggest that increased competition in
terms of the number of plans offered may not lead to
lower premiums. However, a more robust analysis is
needed to verify this result. Interestingly, Figure 4 also
demonstrates that the difference in the average
premium for high and low actuarial value dental plans
varies across states and is actually negative in one

State.
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Table 1: States Included in our Analysis

Federally-Facilitated Marketplace State-Based Marketplace

AK, AL, AR, AZ, DE, FL, GA, IA, ID, IL, IN,
KS, LA, ME, MI, MS, MO, MT, NE, NH, NJ,
NM, NC, ND, OH, OK, PA, SC, SD, TN,
TX, UT, VA, WI, WV, WY

Included in our Analysis CA, MN, NV, VT, WA

Not included in our Analysis - CO, CT, DC, HI, KY, MD, MA, NY, OR, RI

Source: CMS. Note: Idaho and New Mexico are temporarily running through the FFM but plan to establish their own SBM in the near

future.
Figure 1: Dental Benefits Available within Medical and Stand-Alone Dental Plans
100% -
80% -
60% -
40% -
20% -
0% -
Medical Plans Stand-Alone Dental Plans
mNone mFamily mPediatric-only = Adult-only

Source: ADA Health Policy Resources Center analysis of data from the FFM and select SBMs. Notes: We analyzed all medical
plans and SADPs offered for 36 states operating through the FFM and 5 states operating SBMs. For FFM states, we analyzed
unigue plans identified by a unique Plan ID. For SBMs, we visited each state’s marketplace website and analyzed documents (CA,
VT, and WA) or browsed plans (MN and NV). We then analyzed each unique medical plan and SADP for the type of dental benefits
offered. Analysis is based on 3,180 medical plans and 697 SADPs.




ADA American Dental Association®

America’s leading advocate for oral health

Health Policy Resources Center
Research Brief

Table 2: Percentage of Medical Plans with Embedded Pediatric Dental Benefits

0% AR, CA, MS, MT, NJ, NM, UT
AL, AZ, FL, GA, IA, ID, IL, IN, KS, ME, MI, MN, MO, NV, NH, OH, OK, SC, SD, TX, VA, WI
5 AK, DE, LA, NC, ND, NE, PA, TN, WA, WY

100% VT, WV

Source: ADA Health Policy Resources Center analysis of data from the FFM and select SBMs. Notes: We analyzed all medical plans offered

for 36 states operating through the FFM and 5 states operating SBMs. For FFM states, we analyzed unique plans identified by unique Plan ID.
For SBMs, we visited each state’s marketplace website and analyzed documents (CA, VT, and WA) or browsed plans (MN and NV). We then

analyzed each unique medical plan for the type of dental benefits offered. Analysis is based on 3,180 medical plans.

Figure 2: Actuarial Value of Medical and Stand-Alone Dental Plans

100% -
Platinum, 8%

0, .
80% Gold, 29%

60% -
Silver, 33%

40% -

4 High, 45%
20% Bronze, 24%
0% - Catastrophic, 6%
Medical Plans with Embedded Dental Benefits Stand-Alone Dental Plans

Source: ADA Health Policy Resources Center analysis of data from the FFM and select SBMs. Notes: We analyzed all medical plans offered
for 36 states operating through the FFM and 5 states operating SBMs. For FFM states, we analyzed unique plans identified by unique Plan ID.
For SBMs, we visited each state’s marketplace website and analyzed documents (CA, VT, and WA) or browsed plans (MN and NV). We
categorized plans by actuarial values assigned by CMS. Analysis is based on 866 medical plans with embedded adult, family, or pediatric
dental benefits and 697 SADPs.
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Table 3: Information Available to Consumers on Plan Characteristics

Medical Plans with Embedded

Pediatric Dental Benefits e HAEnE () 2 e

Does the dental plan indicate coverage of preventive services?

Yes 100% 100%
No 0% 0%
Unclear 0% 0%
Whether the deductible applies 14% 18%
If there is a copay 14% 14%
Coinsurance level 100% 100%
Does the plan indicate coverage of restorative services?
Yes 8% 98%
No 0% 0%
Unclear 92% 2%
Whether the deductible applies 100% 71%
If there is a copay 0% 12%
Coinsurance level 100% 100%
| Does the plan indicate coverage of orthodontia services?
Yes 8% 96%
No 0% 2%
Unclear 92% 2%
Whether the deductible applies 100% 44%
If there is a copay 0% 8%
Coinsurance level 100% 100%
Yes, and the amount is shown 14% 100%
Yes, but the amount is not shown 6% 0%
No 0% 0%
Unclear 80% 0%
Yes, list is accessed from SBC 56% 100%
Yes, but list is not accessed from SBC 20% 0%
No 24% 0%
Yes 52% 94%
No 48% 6%
Unclear 0% 0%

Source: ADA Health Policy Resources Center analysis of a random sample of 50 medical plans with embedded pediatric dental
benefits and 50 SADPs from the FFM. Notes: We randomly selected 50 medical plans with embedded pediatric or family dental
benefits and 50 SADPs with either pediatric or family dental benefits. We reviewed the SBC for each plan, considering information
made available through the SBC as information available to the consumer. We treated the SBC as information available to the
consumer because the hyperlink to the SBC is made available on the FFM; thus it is easily accessible to a consumer shopping the
FFM. We did not include SBM plans in our random sample because we could not simulate shopping as a consumer on the SBMs for
CA, VT, and WA without creating a user account.
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Table 4. Summary of Plan Characteristics

Medical Plans with Embedded

Pediatric Dental Benefits e HAEnE () 2 e

Is there a separate dental deductible?

Yes 42% 100%

Average amount $34.21 $41.10
No 34% 0%
Average amount $2,935.29 N/A
Unclear 24% 0%

Yes 100% 100%
No 0% 0%
Unclear 0% 0%
If yes, average that plan pays 98% 97%
Yes, medical deductible is used 12% 0%
Yes, dental deductible is used 2% 26%
No 86% 74%
Unclear 0% 0%

Yes 84% 100%
No 0% 0%
Unclear 16% 0%

Minor: 71% Minor: 65%
If yes, average that plan pays Major: 60% Major: 49%
Yes 73% 70%
No 27% 30%
Unclear 0% 0%
Yes 64% 96%
No 4% 4%
Unclear 32% 0%
If yes, average that plan pays 55% 50%
If orthodontia services are covered, does the deductible apply?

Yes 78% 44%
No 22% 56%
Unclear 0% 0%
Yes 16% 16%
No 52% 84%
Unclear 32% 0%

Source: ADA Health Policy Resources Center analysis of a random sample of 50 medical plans with embedded pediatric dental
benefits and 50 SADPs from the FFM. Supplemental web searches and phone calls for medical plans. Notes: We randomly selected
50 medical plans with embedded pediatric or family dental benefits and 50 SADPs with either pediatric or family dental benefits. We
reviewed the SBC for each plan. We did not include SBM plans in our random sample because we could not simulate shopping as a
consumer on the SBMs for CA, VT, and WA without creating a user account. We collected information on deductibles, out-of-pocket
maximums, dental service coinsurance levels, and dental services covered. If SBCs did not have all of the information, we searched
for information through internet searches. If information was still not available, we telephoned the insurance company offering the plan.

10
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Figure 3: Average Monthly Pediatric Premium for Dental Benefits by Plan Type
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Source: ADA Health Policy Resources Center analysis of data from the FFM. Notes: Each small data point represents the average premium in a state
and each large data point represents the average across all states (unweighted). Premiums were analyzed separately for silver medical plans with and
without embedded pediatric dental benefits, high actuarial value SADPs, and low actuarial value SADPs. States were included in the analysis only if
there were silver medical plans with and without embedded pediatric dental benefits, high actuarial value SADPs, and low actuarial value SADPs
available for purchase. This resulted in 25 states being included. States were excluded if all four types of plans were not available for purchase. This
resulted in 11 states being excluded. To calculate the premium for pediatric dental benefits when they are embedded within a silver medical plan in a
state, we first calculated the average premium for silver medical plans that have embedded pediatric dental benefits in a state. We then subtracted the
average premium for silver medical plans that do not have embedded pediatric dental benefits in that state. This is a ‘shadow’ premium in the sense
that it is not observed.

Figure 4: Average Monthly Pediatric Premium for Stand-Alone Dental Plans by State
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Source: ADA Health Policy Resources Center analysis of data from FFM and select SBMs. Notes: We summarized the average pediatric premium for
high actuarial value SADPs and low actuarial value SADPs by state. We first calculated the average pediatric premium for each unique SADP offered
in a state. We then average the pediatric premium for all high actuarial value SADPs in a state, and all low actuarial value SADPs in a state. We also
calculated the number of unique SADPs offered in each state. The states are ordered from left to right along the x-axis from the state with the fewest
number of SADPs offered (VT) to the state with the highest number of SADPs offered (MI). 41 states are included in this analysis.
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Discussion

Our analysis has uncovered several important findings
related to dental benefit offerings within the health
insurance marketplaces. First, there is much more
information related to dental benefits available to
consumers for SADPs compared to medical plans with
embedded dental benefits. Second, after considerable
effort to fill many information gaps we found that
covered services and coinsurance levels are very
similar for both types of plans. Third, deductibles are
significantly lower within SADPs, due to the fact that
many medical plans with embedded dental benefits
use a single deductible for medical and dental services
combined. However, it is important to note that most of
these medical plans do not apply the deductible to
preventive dental services. Fourth, out-of-network
coverage is much more limited for medical plans with
embedded dental benefits compared to SADPs. This is
especially important because information on dental
provider networks is more limited within these medical
plans. Fifth, the cost of purchasing pediatric dental
benefits through medical plans appears to be
significantly lower than through SADPs.

Our findings provide early insights into how the
establishment of health insurance marketplaces under
the ACA could affect dental benefits coverage for
children and, ultimately, access to dental care. The fact
that there is often limited information available for
consumers to make meaningful comparisons across
plans has important implications. With less-than-full
information it is challenging for consumers to make
optimal choices. The dental benefit transparency
issues we identified are understandable given the
challenges surrounding the launch of the FFM and
many state marketplaces. As these marketplaces
continue to evolve, however, effort should be given to

improving the information base and presenting dental
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benefit plan comparisons in a user friendly, easy to

understand way.

The ACA gives states the authority to customize many
key aspects of their health insurance marketplaces,
including how pediatric dental benefits are offered,®
and indeed we found significant variation. In some
states, none of the medical plans have an embedded
dental benefit. In other states, all of them do. SADPs
are offered in all states. It is unclear whether these
differences in how dental benefits are offered are a
result of policy decisions by health insurance
marketplace regulatory agencies or a result of other
factors. Either way, understanding the implications of
these alternative marketplace arrangements on
purchasing decisions and, ultimately, access to dental
care is extremely important. For example, if all medical
plans were required to have an embedded dental
benefit, then expanding coverage becomes very easy.
If states require that pediatric dental benefits be
purchased this also ensures full coverage.
Understanding the implications of the alternative
marketplace set ups is especially important given the
lack of a true mandate. Early enrollment results from
California, where pediatric dental benefits can only be
purchased as a SADP, confirm the importance of this
issue. Through January 2014, only 27% of children
enrolling in medical plans also enrolled in a SADP.>®

Beyond coverage expansion, if the nature of dental
benefits differs by whether or not they are embedded in
a medical plan — and we found this to be the case —
there are further implications of alternative paths to

dental coverage that warrant investigation.

Another potential concern is the fact that both medical
plans and SADPs apply deductibles to preventive
pediatric dental services in some cases. This practice
is permitted, as these services are not guaranteed to
be cost free like preventive medical services.*”*® we
feel that this issue needs to be revisited in the next

round of health insurance marketplace regulation
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changes. Pediatric dental care is an important
component of primary care. But the lack of first-dollar
coverage for basic preventive dental services for
children in some plans could impose financial barriers
to care, counteracting the purpose of making pediatric
dental benefits an essential health benefit.

Our analysis shows that, on average, the cost of
obtaining pediatric dental benefits through medical
plans is significantly lower than through SADPs. There
are a variety of factors that could explain this including
benefit differences, out-of-network coverage
limitations, and higher deductibles. We did not analyze
differences in the size, location, and quality of dental
provider networks and this may also be an important
factor. The fact that in many states medical plans that
include embedded pediatric dental benefits cost, on
average, less than those that do not suggests that
attributes we did not capture may indeed be important
to consumer choices. While further analysis is needed,
we nevertheless feel that our finding related to
premiums is extremely important. If consumers shop
primarily on price, either because price is the most
important attribute or because information on other
attributes is less readily available, then one would
expect a significant uptake of the embedded option. If,
however, lower deductibles and more extensive out-of-
network coverage are highly valued by consumers,
then SADPs could continue to be the primary path to
obtaining pediatric dental benefits. The use of narrow
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networks and limiting coverage for out-of-network
services is an increasingly important cost-containment
strategy among insurers.> The evidence is mixed
regarding how consumers value enhanced provider

choice compared to lower costs.®

This initial research on dental benefit offerings helps
shed light on the evolving dental benefits landscape. It
also raises several questions that require further
analysis. In our next phase of research, we plan to
investigate dental provider networks in greater detail
and research how different marketplace set ups
actually impact consumer purchase decisions. As the
ACA continues to reshape the U.S. health care system,
it is important to generate evidence on these and other
issues in the dental care sector to help guide policy.
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How Much Financial Assistance Are People Receiving
Under the Affordable Care Act?

Larry Levitt, Gary Claxton, and Anthony Damico

The Affordable Care Act (ACA) provides premium subsidies to low and middle income people who buy
insurance on their own through new health insurance marketplaces (also known as exchanges). Subsidies
generally are available to people with incomes ranging from one to four times the poverty level ($11,490 to
$45,960 for a single person and $23,550 to $94,200 for a family of four). Depending on their income, people
are expected to pay 2% to 9.5% of their income towards the premium for the second-lowest-cost silver plan in
their area, and the federal government covers the remainder of the cost through a tax credit. People choosing
more expensive plans pay the entire additional cost, while those choosing less expensive plans get the savings.
Tax credits are provided on an advance basis to people based on estimated annual income and then reconciled
after-the-fact based on actual income through their tax returns.

Through the end of February, 4.2 million people had applied for and selected a plan through the marketplaces.
As expected, the vast majority of enrollees (83%) have qualified for premium subsidies, since people who are
not eligible for premium subsidies can buy comparable coverage with similar consumer protections outside of
the marketplaces. We estimate that about 21% of those eligible for premium subsidies have applied for
assistance, with significant variation across states.

Using the age and tax credit eligibility of enrollees reported by the federal government, along with the
marketplace premiums within each state, we estimate that 3.5 million people have qualified for a total of about
$10.0 billion in annual premium subsidies, or an average of about $2,890 per person. Total and average
subsidies vary significantly by state depending on the share of eligible people who have signed up, the age
distribution of enrollees, and the level of premiums in the state. We also estimate that had all states been able
to enroll people at the rate of the five most successful states, an additional 3.1 million people would have
qualified for premium subsidies, with an additional $8.6 billion in subsidies being provided.

The table below shows estimates for each state of the total number of people who have selected a marketplace
plan as of March 1, 2014, the percentage of enrollees who have qualified for assistance, the number of
subsidized enrollees, subsidized enrollees as a percentage of those eligible, the average subsidy per enrollee,
and total premium subsidies in the state. Estimates are based on enrollment as of March 1, 2014 as reported by
the federal government, and do not account for the fact that some people have selected a plan but have not paid
the first month’s premium.



http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Mar2014/ib_2014Mar_enrollAddendum.pdf
http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Mar2014/ib_2014Mar_enrollAddendum.pdf

Nationwide, an estimated 83% of marketplace enrollees qualify for subsidies, ranging from 13% in the District
of Columbia and 35% in Hawaii to 92% in Wyoming and 93% in Mississippi. (Members of Congress and some
of their staff obtain coverage through the DC exchange and are not eligible for subsidies, which is why the
percentage there is so much lower than in the rest of the country.)

The take-up rate of subsidies — that is, the percentage of those eligible who have actually enrolled — is 21% in
the U.S. as a whole and ranges from 10% or less in a number of states to 32% or more in Washington,
Connecticut, California, Rhode Island, and Vermont. In general, states that are running their own exchanges
have higher take-up rates, though some have low take-up due to widely-reported difficulties with their
enrollment systems.

Among those qualifying for subsidies, we estimate that the average subsidy is $2,890 per person, ranging from
a low of $1,350 in the District of Columbia and $1,780 in Utah to a high of $4,370 in Mississippi and $4,980 in
Wyoming. These amounts are highly related to the premium levels in areas within each state. Tax credits are
calculated by subtracting the amount each person is expected to pay based on a percentage of their income
(which does not vary by state) from the premium for the second-lowest-cost silver plan in their area. Where
premiums are low, tax credits will tend to be low as well, though the subsidized individuals themselves will pay
the same as people with equivalent income who live in areas with higher premiums. Similarly, average
subsidies will tend to be higher in states with older enrollees since they face higher premiums.

Based on enrollment as of March 1, 2014, estimated annual subsidies total $10.0 billion nationwide. Over half
of that amount is going to people in five states (California, Florida, North Carolina, Texas, and New York),
related both to the size of the states and the take-up rate of subsidized enrollees.

A significant amount of financial assistance is already flowing to individuals through the ACA. The amount
varies significantly by state based primarily on the total number of people eligible for subsidies, the take-up
rate among those eligible, and the premium levels within the state.

Some of the states that are running their own exchanges have had a more successful rollout since open
enrollment began in October, and these states also have been able to devote greater resources to outreach and
consumer assistance through grants received from the federal government. In the five states with the highest
take-up of subsidy eligibles, 39% of those eligible have already enrolled (compared to 21% in the U.S. as a
whole). If all states were enrolling people at the rate of the five most successful, an additional 3.1 million people
would have qualified, with an additional $8.6 billion in subsidies being provided.

Open enrollment goes until the end of March, and a last-minute surge in signups could boost premium
subsidies significantly. The challenge going forward is to identify the strategies and practices used in states
with higher enrollment and effectively implement them in states with lower enrollment. Enrolling most of the
eligible population will likely involve more and improved methods of outreach and education and take several
years to accomplish.
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State-by-State Data on Enrollment and Subsidies Received

Nationwide

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware

DC

Florida
Georgia
Hawaii

Idaho

Illinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Total Number
of People Who
Have Selected
a Marketplace
Plan as of
March 1, 2014
(Thousands of
People)

4,242

55
7
58
27
869
83
57
7

6
442
139
5
44
114
65
15
29
55
46
25
38
13
145
32
26
74
23
26
29
22
74
15
245
201
5
79
33
39
160
19
56
7
78
295

Percentage
of Enrollees
Who Have

Qualified for

Assistance

83%

86%
87%
74%
91%
88%
57%
73%
79%
13%
90%
85%
35%
91%
77%
88%
84%
78%
70%
87%
90%
N/A
N/A
87%
N/A
93%
85%
86%
87%
79%
74%
83%
78%
72%
91%
84%
85%
78%
79%
80%
88%
86%
89%
79%
82%

Number of
Subsidized
Enrollees
(Thousands
of People)

3,472
47

43
25
765
48
42

398
118

40
88
57
13
23
38
40
23
N/A
N/A
126
N/A
24
63
19
22
23
16
62
12
176
182
4
67
26
31
128
17
48
6
62
242

Subsidized
Enrollees as a
Percentage of
Subsidy-Eligible
Individuals

21%

18%
119%
14%
17%
40%
19%
39%
18%
9%

25%
18%
6%

31%
17%
16%
10%
149%
20%
12%
30%
N/A
N/A
29%
N/A
12%
16%
20%
18%
15%
20%
15%
10%
23%
27%
10%
12%
10%
16%
18%
41%
14%
9%

16%
12%
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Average
Subsidy
per

Enrollee

$2,890

$2,880
$4,120
$1,940
$3,230
$3,060
$2,440
$4,110
$2,940
$1,350
$2,950
$2,870
$1,790
$2,110
$2,240
$3,990
$2,410
$1,970
$2,620
$3,610
$4,070
N/A

N/A

$2,610
N/A

$4,370
$2,820
$2,850
$2,540
$2,620
$3,180
$3,470
$2,500
$2,650
$3,320
$2,730
$2,770
$2,230
$2,210
$2,460
$3,050
$3,110
$3,180
$2,020
$2,440

Total
Premium
Subsidies
(Millions of
dollars)

$10,019

$136
$24
$83
$81
$2,337
$116
$172
$15
$1
$1,173
$340
$3
$84
$196
$228
$31
$45
$101
$143
$93
N/A
N/A
$328
N/A
$104
$178
$55
$56
$59
$51
$214
$29
$466
$606
$12
$186
$57
$68
$314
$51
$149
$19
$124
$591



State-by-State Data on Enrollment and Subsidies Received

Total Number Percentage Number of Subsidized Average Total

of People Who  of Enrollees Subsidized Enrollees as a Subsidy Premium
Have Selected Who Have Enrollees Percentage of per Subsidies
a Marketplace Qu