COVERED

Reports and Research

Table of Contents
January 15, 2015 Board Meeting

Survey of Consumer Health Care Options — The Altarum Institute

Consumer Assessment of Healthcare Providers and Systems (CAHPS) Surveys:
Assessing Patient Experience — National Health Policy

In Defense of the Employer Mandate: Hedging Against Uninsurance — The Journal of
the American Medical Association

Reenrollment. During the second round of open enroliment for the Affordable Care Act’s
insurance Marketplaces, insurers and policy makers have a new challenge: keeping last
year’s enrollees in the system — Health Affairs and Robert Wood Johnson
Foundation

Health Insurance Marketplace 2015 Open Enroliment Period: December Enrollment
Report November 15, 2014 — December 15, 2014 — Office of the Assistant Secretary
for Planning and Evaluation

Exchanges Year2: New findings and ongoing trends — McKinsey & Company

Health and Access to Care and Coverage for Lesbian, Gay, Bisexual, and Transgender
Individuals in the U.S. — The Kaiser Family Foundation

Implementing the Affordable Care Act: State Approaches to Premium Rate Reforms in
the Individual Health Insurance Market — The Commonwealth Fund

Monitoring the Impact of Health Reform on Americans 50 — 64: Medicaid Expansion and
Marketplace Implementation Increased Health Coverage — AARP, Inc. and the Urban
Institute

Racial and Ethnic Differences in Uninsurance Rates under the ACA — The Urban
Institute



The State of Health Insurance in California: Findings from the 2011/2012 California
Health Interview Survey — UCLA Center for Health Policy Research

Window Shopping on Healthcare.gov and State-Based Marketplaces: More Consumer
Support is Needed — University of Pennsylvania’s Leonard Davis Institute of Health
Economics and Robert Wood Johnson Foundation

Medicaid Moving Forward. — The Kaiser Family Foundation

State-Based Marketplaces Using ‘Clearinghouse’ Plan Management Models Are
Associated With Lower Premiums — Health Affairs



Altarum Institute Survey of Consumer
Health Care Opinions

Fall 2014

Wendy Lynch, PhD
Kristen Perosino, MPH
Michael Slover, MS

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEE



Table of Contents

VI.
VII.

EXECUTIVE SUMMBIY ...t 1
INEFOAUCTION ..ot bbbttt ettt bt e e 3
D =00 1] T LSRR 3
Preferred Role in DeciSIoNMAaKING ..........coveiiiiiiiiiieieee s 3
Information Sources Used t0 SeleCt @ DOCION .........cceoueieiriiiiinise e 4
Evaluating the Cost and Quality Of Care........c.ccocevieiiiii i 5
Opinions About ConsSUuMErs’ OWN DOCTOIS........cceiiieiiieisise e 8
Commitment t0 EXIStING DOCLON .......cccoviiiiieiesece e sttt sre e 8
Trust and VISt DYNAMICS.......cciiiieiiieiie ettt sttt s a e st e et e s reeteestesneeneente e 9
Medical Errors and Perceptions of SAfety ... 11
Experience With MediCal EITOIS.........cooiiiiiiiiicieess e 11
Knowledge of MediCal EITOrS ........ccoiiiiiie ittt 11
Reducing the Risk 0f MediCal EFTOrS ..........coiiiiiiiieisisi e 13
Unexpected MediCal BillS.............couoiiiiiiiiiiicee e 13
Experience with Unexpected Medical BillS ...........ccccoooiiiiiiiiiic e 13
Altarum Consumer Engagement (ACE) MEASUIE .........ccceeveieieeieie et 15
(00 0] 11 ] o] o OSSR 17
YA ] 01T o [ G PRSPPI 17
LY da oo o] [oo )Y APPSR 17
RESPONTENES ...t bbbttt ettt b b b n e 17
Health Insurance Deductible AMOUNES..........cccoviiiiieiiii e 18
Self-Rated Health EVAIUALION ..........oooiiiiie e 19
Health Care ULHHZAtION........cccveiiiiiie ettt seeenes 20

Altarum Institute Survey of Consumer Health Care Opinions — Fall 2014



Executive Summary

Altarum Institute conducts semiannual surveys to better understand consumer beliefs, practices, and
preferences regarding health care. The fall 2014 Altarum Institute Survey of Consumer Health Care
Opinions is the seventh in this ongoing series. Survey respondents included a nationally
representative sample of 1,921 adults between the ages of 18 and 64 years old.

Key findings:

A

Consumers want the lead role in making decisions that affect their own health. Two-
thirds of consumers want to be in control of decisions concerning their health, and 28% prefer
to make joint decisions with their doctors. Only 7% would like their doctor to be in charge.

Consumers remain concerned about health care costs but skeptical of their own ability
to shop for high-value, low-cost care. Consistently with previous findings, 90% of
consumers are worried about paying medical bills, but only about half ever ask their doctors
about the cost of care. Confidence in their own ability to affect the value of the care that they
receive remains relatively low.

While only one-quarter of consumers have ever used a cost comparison tool, most found
it to be helpful and would use the tool again. Among consumers who have used a tool to
compare health care prices, nearly all (91%) indicated that it was somewhat to very useful,
and four out of five would use it again in the future. These results highlight a need for more
widespread availability and use of transparency tools. As demonstrated in this study, such
resources can provide valuable support to consumers and enable them to play an active role in
their health.

Younger consumers and those with high deductibles are much more likely to compare
costs. Consumers in the youngest age group were nearly three times more likely to use a cost
comparison tool than their older counterparts. Similarly, 60% of consumers with a $10,000
deductible have compared prices while less than 20% of those with low deductibles have
done so. These findings suggest that consumers who assume greater financial risk (and incur
lower out-of-pocket costs) exhibit more cost-conscious behavior.

Most consumers are committed to their current doctors but would likely switch if forced
to pay more. Almost 80% of consumers reported that it was important to them to keep their
existing doctor. However, only 45% would pay an extra $25 per visit in order to keep seeing
the same provider.

Most consumers place a great deal of trust in their doctors and believe that they would
never deliver unnecessary or questionable care. Nearly 9 out of 10 consumers indicated
that they trust their doctors. Despite national estimates that one-third of all health care is
wasteful or ineffective, 71% of consumers in this study reported that their doctors would not
recommend a test or procedure unless it was necessary.

Consumers underestimate the extent of medical errors in the United States. When asked
how many deaths were caused by preventable hospital errors each year, only 8% of
consumers selected the correct response of 400,000. More than 70% chose 10,000 or 50,000.
Three out of five consumers also believed that car accidents were a more common cause of
death, when in fact medical errors Kill 10 times as many people. These findings underscore a
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need to better educate consumers about medical errors, risk factors, and their own role in
improving the safety and quality of care.

A More than 40% of consumers have gotten unexpected medical bills from providers
whom they have never met. Fewer than half of these consumers received a good
explanation. In most cases, the bill was only partially covered (59%) or not at all covered
(13%) by insurance.

A Consumers with high Altarum Consumer Engagement (ACE) Measure scores are more
likely to compare health care costs. Altarum recently launched the ACE Measure to assess
levels of health engagement. Consumers with high ACE Measure scores in this survey were
more likely to have used a cost comparison tool than those with low scores.
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1. Introduction

The role of consumers in health care decisions and payments continues to expand. A decade after the
introduction of Health Savings Accounts, there are more than 17 million account holders.* Four out of
five large employers will offer consumer-directed health plans (CDHP) in 2015, and one-third of
employers will offer a CDHP as the only choice for health benefits.” Additionally, consumers buying
insurance through the Patient Protection and Affordable Care Act’s federal and state exchanges are
being advised to “shop around” for deals.® High deductible health plans are generally the lowest-cost
options available to these consumers.”

These trends are part of a national movement encouraging people to take greater responsibility for
their own health. Consumer engagement—in both health behaviors and health care decisions—is
increasingly recognized as a key factor in maintaining good health and reducing unnecessary costs.’
To support people in making decisions, transparency of price and quality information is slowly
progressing and available through numerous vendors and health plans. A free online transparency tool
is also expected to be released in 2015.°

As the nation continues to shift toward increased consumer engagement, we need to better understand
the many factors that influence our health-related decisions. Since 2011, Altarum Institute has been
administering semiannual surveys to examine consumer beliefs, practices, and preferences regarding
health care. The fall 2014 Altarum Institute Survey of Consumer Health Care Opinions is the seventh
in this ongoing series.

II. Decisions

Preferred Role in Decisionmaking

Consumers were asked about their preferred level of involvement in decisions concerning their
health. Three out of five reported that they prefer to take a lead role, 28% want to be completely in
charge of decisionmaking, and 38% want to make the final decision with input from medical
professionals. About 28% indicated that they prefer to make shared decisions with their doctors. A

! America’s Health Insurance Plans, Center for Policy and Research. (2014, July). January 2014 census shows
17.4 million enrollees in health savings account-eligible high deductible health plans. Washington, DC:
America’s Health Insurance Plans.

? HealthDay News. (2014, August 15). More employers moving to high-deductible health plans. Retrieved from
http://health.usnews.com/health-news/articles/2014/08/15/more-employers-moving-to-high-deductible-health-
plans.

* New York Times. (2014, November 14). Cost of coverage under Affordable Care Act to increase in 2015.
Retrieved from http://www.nytimes.com/2014/11/15/us/politics/cost-of-coverage-under-affordable-care-act-to-
increase-in-2015.html?_r=0.

* Avalere. (2013, December 11). Consumer deductibles vary significantly across exchange plans. Retrieved
from http://avalere.com/expertise/managed-care/insights/analysis-consumer-deductibles-vary-significantly-
across-exchange-plans.

> James, J. (2013, February 14). Health policy brief: Patient engagement. Health Affairs, 33(6).

® Health Care Cost Institute. (2014, May 14). Major U.S. health plans agree to give consumers free access to
timely information about health care prices to foster greater transparency. Retrieved from
http://www.healthcostinstitute.org/news-and-events/major-us-health-plans-agree-give-consumers-free-access-
timely-information-about-heal.

Altarum Institute Survey of Consumer Health Care Opinions — Fall 2014 3


http://health.usnews.com/health-news/articles/2014/08/15/more-employers-moving-to-high-deductible-health-plans
http://health.usnews.com/health-news/articles/2014/08/15/more-employers-moving-to-high-deductible-health-plans
http://www.nytimes.com/2014/11/15/us/politics/cost-of-coverage-under-affordable-care-act-to-increase-in-2015.html?_r=0
http://www.nytimes.com/2014/11/15/us/politics/cost-of-coverage-under-affordable-care-act-to-increase-in-2015.html?_r=0
http://avalere.com/expertise/managed-care/insights/analysis-consumer-deductibles-vary-significantly-across-exchange-plans
http://avalere.com/expertise/managed-care/insights/analysis-consumer-deductibles-vary-significantly-across-exchange-plans
http://www.healthcostinstitute.org/news-and-events/major-us-health-plans-agree-give-consumers-free-access-timely-information-about-heal
http://www.healthcostinstitute.org/news-and-events/major-us-health-plans-agree-give-consumers-free-access-timely-information-about-heal

small minority of consumers want the doctor to be mostly (6%) or completely (1%) in charge of
treatment decisions. Despite a few fluctuations, these percentages have remained relatively consistent
since fall 2011.

Exhibit 1: Role in Medical Decisions

What role do you prefer to play in important decisions about your medical

?
treatment? | want... ® Fall 2011

38% M Spring 2012
| Fall 2012

28% 28%
m Spring 2013
I I Fall 2013
6% Spring 2014
| | e 1%  Fall2014

To be completely To make the final To make a joint My doctorto The doctor to be

in charge of my  decision with decision with make the completely in
decisions some input from equal input from decisions, with charge of
doctors and my doctor input from me treatment
other experts decisions

Information Sources Used to Select a Doctor

When choosing a doctor, a majority of consumers (74%) continue to rely on the opinions and
recommendations of friends and relatives. Only about one in four (27%) have used online ratings of a
doctor’s bedside manner or “wait time,” and 22% have looked at online ratings of clinical quality to
help them decide on a medical provider. Few consumers used data on the cost of care (14%) or
selected a doctor based on newspaper, magazine, or television advertisements (8%).

Exhibit 2: Information Sources Used to Select a Doctor

Information sources used to select a doctor

74% MW Fall 2011
W Spring 2012
M Fall 2012
M Spring 2013
22% 27% Fall 2013
14% Spring 2014

8%
j. Fall 2014

Advertisements  Cost of care  Clinical quality Bedside manner Friends or
or wait time relatives

Altarum Institute Survey of Consumer Health Care Opinions — Fall 2014 4



Evaluating the Cost and Quality of Care

Information about health care cost and quality is becoming increasingly available to consumers.
However, survey findings show that fewer than two out of five consumers used price or quality data
to inform their decisions in the past 12 months. Only 36% asked how much their health care visit
would cost in advance, and 38% looked for health care quality ratings before they received services.
These percentages are slightly lower than the spring 2014 survey (41% and 43%, respectively) but
higher than survey results in 2011.

Exhibit 3: Consumer Use of Cost and Quality Data in the Past 12 Months

Consumers who asked about cost or quality of care in the past 12 months

64%
Cost
m No

H Yes
62%
Quality

Of interest, almost one-quarter of consumers reported that they had used a cost comparison tool in the
past. Of those who have used such a tool, 68% (17% out of 24%) found it to be useful or very useful.

Another 23% found it to be somewhat useful. Furthermore, 77% reported that they would probably or
definitely use the tool again.

Exhibit 4: Consumer Use of Cost Comparison Tool

Have you ever used an online tool to compare the cost of a
medical service or procedure?

How useful was it?

B Have not used
17% m Useful or very useful
m Somewhat useful

Useless or a little useful
6%

2%
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Exhibit 5: Continued Use of Cost Comparison Tool in the Future

Would you use the cost comparison tool again?

41% Definitely yes
W Probably yes
B Maybe

B Probably or definitely not

_ 4%

Reported use of a cost comparison tool was strongly related to the size of deductible the individual
reported having in their health insurance coverage, suggesting a personal financial incentive to find
savings. As shown, only 15%-18% of those with low deductibles had used a tool, while 30%-44% of
those with deductibles between $3,000 and $8,000 had used a tool. Notably, almost 60% of those
with a $10,000 deductible had compared prices.

Exhibit 6: Consumer Use of Cost Comparison Tool by Size of Deductible

Percentage of consumers who report using a cost comparison tool
by size of deductible

60%

0% e

SO $2,000 $4,000 $6,000 $8,000 $10,000 $12,000
Deductible Amount

Younger respondents were also most likely to report using a cost comparison tool. Consumers
between the ages of 18 and 24 were nearly three times as likely (41%) to report using such tools as
the oldest respondents (15%).

Altarum Institute Survey of Consumer Health Care Opinions — Fall 2014 6



Exhibit 7: Consumer Use of Cost Comparison Tool by Age Group

Percentage of consumers who report using a cost comparison tool by age group

45%
40%
35%
30%
25%
20%
15%
10%
5%
0%
18-24 25-34 35-44 45-54 55-64
Age Group

41%

Despite positive experiences with the use of cost comparison tools, consumers generally remain
skeptical of their ability to shop for high-value, low-cost health care. Consistent with previous
findings, this survey found that only about one-third of consumers feel confident that they can shop
for better health care prices, and around half of consumers believe that they can find better-qualified
doctors by comparing performance results.

Exhibit 8: Confidence in Shopping for Better Care

Consumers who are somewhat/very confident in their ability to...

M Fall 2011
100 ~
B Spring 2012
80 1 ® Fall 2012
60 - B Spring 2013
40 - m Fall 2013
Spring 2014
20
Fall 2014
0 T y

Reduce health care costs by
shopping for better prices

Choose more qualified doctors
by comparing their results
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Affordability of health care remains a concern for most consumers. The vast majority (90%)
expressed some level of concern about their ability to pay for unexpected medical bills. Most (81%)
reported that they would feel comfortable asking their doctors about the cost of health care services.
Yet only 50% reported that they had ever made such inquiries. As seen by the longitudinal trends,
consumers have been consistent in having a high level of concern but take action in asking questions
about cost less often.

Exhibit 9: Consumer Attitudes and Behaviors Concerning Health Care Costs

Consumer concern about medical bills and comfort and experience in
asking about the cost of care

100
Consumers who are

90%
80 .’.\.—%‘_ concerned about paying

81% unexpected medical bills

60

== Consumers who are
51% . .
20 comfortable asking their

doctor about cost

20 == Consumers who have ever
asked about cost

0 T T T T T T 1
Fall Spring Fall Spring Fall Spring Fall
2011 2012 2012 2013 2013 2014 2014

lll. Opinions About Consumers’ Own Doctors

Commitment to Existing Doctor

Some health insurance plans are designed to manage cost and quality of health care by narrowing
consumers’ options to a restricted list of providers (often called a network or narrow network). In
some cases, consumers pay a higher fee or the full, undiscounted cost for seeing a provider outside
their approved network. In this survey, consumers were first asked to rate their agreement with a
statement about the importance of keeping their existing doctor. Almost 80% indicated that they were
committed to their current provider.

These commitment levels shifted once consumers were faced with paying more. When asked whether
they would be willing to pay an extra $25 per visit to keep their existing doctor, only 45% agreed or
strongly agreed. When there is a cost to remaining loyal, a large portion of consumers indicate that
they would switch rather than pay $25 per visit.
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Exhibit 10: Consumer Commitment to Current Doctor and Willingness to Keep the Same Provider

Consumer commitment to current doctor and willingness to pay more
to keep seeing the same provider

48%

30% 28% 30%

17% 15% 17%

6% 4%
Strongly Disagree Disagree Neither Agree Nor Agree Strongly Agree
Disagree

H It is important to me to keep seeing the same doctor

L1 If given the choice, | would pay $25 more per visit to keep seeing the same doctor

Trust and Visit Dynamics

The vast majority of consumers (86%) reported trusting their doctors. This high level of trust may
lead to a biased perception of the possibility that their doctor would ever deliver unnecessary care.
Despite national estimates that approximately one-third of care is questionable or unnecessary,’ only
7% of consumers disagreed with the statement, “My doctor would never recommend a test or
procedure unless it was necessary.”

Exhibit 11: Consumers Reporting Trust and Necessity of Care

0,
My doctor would never recommend a test or J %
procedure unless it was necessary
71%
[ 2
| trust my doctor
86%
0% 20% 40% 60% 80% 100%
L1 Percent who disagree or strongly disagree H Percent who agree or strongly agree

" Institute of Medicine. (2012). Best care at lower cost: The path to continuously learning health care in
America. Washington, DC: The National Academies Press.

Altarum Institute Survey of Consumer Health Care Opinions — Fall 2014



Regarding their interactions with doctors during a visit, consumers described being largely content to

let the doctor be in control (10%) or mostly take charge (51%). Only 39% reported coming prepared

with questions and insisting on getting answers. Further, when asked specifically about aspects of
their usual visits, more than 60% of consumers reported being asked their opinion in discussions with
their doctor. Only 12% and 22% felt that they received too much or too little information from their

doctor, respectively.

Exhibit 12: Likelihood of Asking Questions When Visiting the Doctor

What describes you best when you go to the doctor?

= Wait for him/her to ask you questions

and tell you what you should do

m Ask a few questions, but mostly just let
the doctor take charge

Come prepared with a list of questions
and make sure you get answers

Exhibit 13: Consumer Experience with Giving Their Own Opinion and Receiving Information in Visits

Consumer experience with giving their own opinion and
receiving information during health care visits

My doctor al k ini
y doctor always asks my opinion 62%

My doctor doesn’t give me enough information

0,
My doctor gives me too much information 63%
0 20 40 60 80
I Percent who disagree or strongly disagree B Percent who agree or strongly agree
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IV. Medical Errors and Perceptions of Safety

Experience with Medical Errors

Consumers were asked about their own experience with preventable medical errors, which claim the
lives of an estimated 400,000 people each year.® One in seven (14%) reported that they or someone
for whom they cared had been given the wrong medication or dosage. Others reported errors related
to hospital-acquired infections (9%), serious misdiagnoses (5%), and surgical mistakes (5%). Overall,
31% of consumers had experienced an error on themselves or on a loved one.

Exhibit 14: Consumer Experience with Medical Errors

Have any of the following medical errors happened to you
or someone you care for?

Given the wrong medcaton or dose hm

0,
Infecton occurring in the hospital — 9%

Serious misdiagnosis 5%

Surgical mistake P 5%

Knowledge of Medical Errors

To examine whether there is an awareness of the high rate of accidental, preventable deaths in
hospital settings, consumers were asked to choose the actual death rate out of four responses. Options
ranged from a low of 10,000 deaths per year to a high of 400,000 (the correct response). As shown,
consumers were most equally likely (35% each) to choose the lowest two options (10,000 and
50,000). Only 8% selected the actual, highest option of 400,000.

8 James, J. (2013). A new, evidence-based estimate of patient harms associated with hospital care. Journal of
Patient Safety, 9(3), 122-128.
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Exhibit 15: Consumer Assumptions about Deaths Caused by Preventable Hospital Errors

What do you think is the number of estimated deaths each year in the United
States due to preventable errors in the hospital?

500,000

35% 36%
400,000
300,000 21% *
200,000

8%
100,000 -
o N ]
10,000 50,000 100,000 400,000
I Deaths Percent of consumers who chose this answer

40%

30%

20%

10%

0%

Additionally, the survey asked about the relative rates of death from car accidents and preventable
hospital errors. Although more than 10 times as many people die each year from hospital errors, only

39% of respondents selected hospital errors as the more common cause of death.

Exhibit 16: Consumer Assumptions About Deaths Caused by Hospital Errors and Car Accidents

Which is the more common cause of death in the United States?
500,000 70%
62% 60%
400,000
50%
300,000 40%
200,000 30%
20%
100,000
10%
0 I 0%
Hospital errors Car accidents
I Deaths Consumers who think this cause is more common
Altarum Institute Survey of Consumer Health Care Opinions — Fall 2014 12



Reducing the Risk of Medical Errors

Active and engaged consumers can take steps to protect against medical errors by seeking and sharing
health information, asking questions, and consulting with various experts. This survey found that 80%
of consumers have searched for information on the Internet about their health-related symptoms.
About two out of five consumers (43%) have gone to more than one doctor to seek a second opinion
on a diagnosis or treatment, and nearly one-third (30%) have refused a recommended treatment.

Exhibit 17: Health Care Behaviors That Can Minimize Risk of Medical Errors

Have you ever...

80%

39%
30%

T
Looked online to try to diagnose a Gotten a second opinion Refused a recommended
health symptom treatment

V. Unexpected Medical Bills

Experience with Unexpected Medical Bills

Since insurance and billing can be confusing, it is not uncommon for consumers to receive bills that
they do not understand. Furthermore, a recent New York Times story® reported that patients often
encounter “drive-by” fees from providers whom they did not know. To assess how commonly this
occurs, the survey asked, “After having a medical procedure, have you ever received a medical bill
you were not expecting from a physician or healthcare provider you did not recall meeting?”

More than 40% of respondents reported that they had received an unexpected bill. Of those, fewer
than half had received a good explanation of the bill that they understood.

° Rosenthal, E. (2014, September 20). After surgery, surprise $117,000 medical bill from doctor he didn’t know.
The New York Times. Retrieved from http://www.nytimes.com/2014/09/21/us/drive-by-doctoring-surprise-
medical-bills.html? r=1.
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Exhibit 18: Consumers Who Received Unexpected Bills from Unknown Providers

After having a medical procedure, have you ever received a medical bill
you were not expecting from a physician or health care provider
you did not recall meeting?

Did you get an explanation?

= Yes, | received a good

e explanation

= Yes, | received an explanation,

42%
but it did not make sense to me

No, | never received an
() .
9% explanation

-

Notably, less than one-third (28%) of the unexpected bills were covered in full by the person’s health
insurance. In most cases (59%), the bill was only partially covered.

Exhibit 19: Percent of Unexpected Bills Covered by Insurance

Was the charge covered by your insurance?
100%
13%
80% No, not covered
60% M Yes, partially covered
40% B Yes, completely covered
20%
0%

Altarum Institute Survey of Consumer Health Care Opinions — Fall 2014 14



VI. Altarum Consumer Engagement (ACE) Measure

ACE Measure

In 2013, Altarum launched a tool to better understand the
ways in which people engage in their health. The ACE
Measure is a 21-item survey that assesses four domains of q

health engagement:
Ownership

A The ownership domain assesses the extent to
which a person feels responsible for his or her

own health. ACE _|'rT
Measure™

A The commitment domain measures a person’s -
ability to manage his or her own health.

A The informed choice domain assesses the degree
to which a person seeks and uses health-related
information.

SR

Informed
Choice

A The navigation domain measures how skilled a

person is at using the health care system.

Consumers who took the fall 2014 Altarum Institute Survey of Consumer Health Care Opinions were
also asked to respond to the ACE Measure questions. Respondents received a score for each domain,
and these scores were split at the median to identify consumers with high and low levels of
engagement. High scores in each domain were associated with a greater likelihood of having used a
cost comparison tool. Notably, only 10% of those scoring low on the informed choice domain have
used a tool, while 38% of those scoring high have done so. This may be expected as the informed
choice domain measures information-seeking behavior.

Exhibit 20: Consumer Use of Cost Comparison Tool by ACE Measure Domain

Percentage of consumers who have used a cost comparison tool
40%
38%
35%
32%
30% 30%
28%
25%
21%
[v)
20% 19%
15% 18%
10% 10%
5%
0%
Low Score on that Domain High Score on that Domain
e Commitment Ownership  ====Informed Choice === Navigation
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Some opinions also varied according to domain scores. Interestingly, when asked whether they agreed
that it is important to keep seeing the same doctor, those scoring above the median in commitment,
ownership, and navigation were more likely to agree strongly. However, consumers with both high
and low informed choice scores did not differ in their agreement. This indicates that the information-
seeking domain is less associated with physician loyalty than the other domains are.

Exhibit 21: Consumer Commitment to Existing Doctor by ACE Measure Domain

It is important to me to keep seeing the same doctor.

45%
g 40% 41%
o 38%
by
i 35% 35%
w
O 30% 30% 30%
&
&
8 25% 25%
o 23%
S 500
g 20% 20%

15%

Low High
= Commitment Ownership  ==Informed Choice = === Navigation

The navigation scale within the ACE measure indicates a person’s degree of comfort and skills
dealing with the health care system. This has practical application to the amount and quality of
services the person receives. As an example, scores on the navigation domain influenced how likely
the respondent was to have unexpected medical bills resolved.

Exhibit 22: Resolution of Unexpected Medical Bills by ACE Navigation Scale

Resolution of unexpected medical bills

17%

No Coverage of Bill D %

. 18%
Full Coverage o B I 0%

32%

B o o B 5%

0% 10% 20% 30% 40% 50% 60% 70%

Lowest Navigation Scores B Highest Navigation Scores
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Over 58% of those with the highest navigation scores received a good explanation of the bill and 40%
had the bill fully covered by insurance. By comparison, among those with the lowest navigation
scores, only 32% received a good explanation and only 18% (half as many) had the bill fully covered
by insurance. While 17% of those with the lowest navigation scores received no insurance coverage
for the bill, only half as many (9%) of those with high navigation scores received no coverage.

VIl. Conclusion

The fall 2014 Altarum Institute Survey of Consumer Health Care Opinions finds that consumers have
a high level of interest in being involved in their health and health care. Many consumers reported
behaviors that reflect this desire to be engaged in their own health, such as playing a lead or shared
role in decisions and asking questions about the price of services. Consistent with past survey
findings, however, the majority most consumers are not using health care cost and quality data to
influence decisions. Only one-quarter of respondents in this survey have used a cost comparison tool
to look up the price of a health care services. Of those who did, the majority found it useful and
would use it again.

Results of the survey suggest that consumers have very high levels of trust and are not aware of the
risks in health care. While national experts estimate that one-third of health care services are
unnecessary or redundant, only 7% of respondents believed that their own providers would provide
unnecessary services. Furthermore, 92% underestimated the number of deaths due to hospital errors,
most missing by a significant degree.

Lastly, this survey provides some illustrated examples using our measure of consumer engagement,
the ACE, a tool that separates four independent domains of how consumers behave with regard to
their health and health care. Elements of this measure are predictive of health behaviors and
perceptions.

Appendix

Methodology

Survey respondents were paid participants from a nationwide panel maintained by Survey Sampling
International, Inc. The survey was administered via the Internet in October 2014. Responses for any
participant whose patterns indicated either a lack of understanding or hasty completion were dropped
from the sample. This resulted in a total of 1,921 usable surveys.

Some questions are repeated in each semiannual survey. It should be noted that because different
people respond to each survey, one cannot conclude with certainty that opinions have changed over
time. However, consistent trends may be suggestive of a general shift in opinion.

Respondents

Survey respondents included a nationally representative sample of adults between the ages of 18 and
64 years old. More than half (59%) of all respondents were female. The majority (80%) identified
themselves as White, 6% as African American, 6% as Hispanic, and 5% as Asian. About half were
employed either full time (53%) or part time (12%), and 57% reported that they were married. Annual
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household incomes ranged from less than $20,000 to more than $150,000, with a median income

between $60,000 and $75,000.

Exhibit 23: Demographic Characteristics of Survey Respondents

Age Group (years)
18-24
25-34
35-44
45-54
55-64

Gender
Male
Female

Education
Some high school
High school
Some college
College
Masters and postgraduate
Doctorate or professional

Employment
Full time
Part time
Unemployed

Percentage
Income
7 Less than $20,000
22 $20,000-529,999
18 $30,000-$39,999
20 $40-000-549,999
33 $50,000-$59,999
$60,000-$74,999
$75,000-599,999
41 $100,000-$149,999
59 $150,000+
Race
1 African American
16 American Indian or Alaska Native
27 Asian American
34 Hispanic
18 White
4 Other
Marital Status
53 Married
12 Single
35 Separated/divorced/widowed

Domestic partnership

Percentage

4
7
11
9
13
15
16
14
8

[ BV B o))

80

63
20
12

Health Insurance Deductible Amounts

Annual health insurance deductibles varied from $0 to more than $10,000, with a median deductible
between $1,000 and $2,000. Almost one in seven respondents reported a deductible above $5,000.
About 15% of consumers reported that they did not know the amount of their health insurance

deductible.
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Exhibit 24: Annual Deductible Amount

Annual Deductible Amount
25%
16%
14% 14% ° 15%
9%
‘ i
None Under $500  $500-$999 $1,000-$2,000 $3,000-$4,000 $5,0000r |don't know
(insurance higher
pays all)

Self-Rated Health Evaluation

Survey respondents were asked to rate the status of their own health on a scale from excellent to poor.
About 13% perceived themselves to be in excellent health, and three-quarters reported themselves in
very good (42%) or good (33%) health. About 13% rated their health as fair or poor.

Exhibit 25: Self-Rated Health

In general, would you say your health is...

2%

H Excellent
H Very good
m Good

Fair

Poor
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Health Care Utilization

Over the past year, 80% of consumers received health care services, and 17% stayed overnight in a
hospital. About 29% reported that they had visited a medical facility due to an illness within the past
month.

Exhibit 26: Recent Health Care Utilization

Have you...

...received advice or services from a nurse, doctor,

0,
or hospital in the past 12 months? 80%

...stayed overnight in a hospital in the past year? - 17%

...been to a medical clinic or doctor's office for an

0,
illness in the past month? 29%

Two-thirds of respondents take at least one medication prescribed by a doctor. Half of these
individuals take one or two medications on a regular basis. Approximately 2% of respondents
reported taking 10 medications regularly, and 1% reported taking 12 or more medications. Two out of
five consumers (38%) reported that they sometimes forget to take their daily medicine. Within the
past 2 weeks, 32% had forgotten to take their medication.

Exhibit 27: Number of Medications

How many medications do you take on a regular basis?

0.35

Q%
0.3
\Q%
0.25
\0\23%
0.2
0.15 \ 16%

0.1 U7
%
0.05 39
o’ 1% 1% 1% 0% 1%
O T T T T T T T T T T T T 1
0 1 2 3 4 5 6 7 8 9 10 11 12+
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In efforts to make health care more patient-centered, one ap-
proach is to give the patient more of a voice in evaluating the
care he or she has received. Though the value and the mechan-
ics of patient surveys and consumer comments via social media
remain controversial, one set of survey instruments has estab-
lished itself as a standard across a variety of public and private
health programs: the Consumer Assessment of Healthcare
Providers and Systems (CAHPS) surveys. These were developed
in response to a growing conviction that information about the
patient’s experience of care is an essential tool when judging the
performance of a health plan, organization, or provider.

HISTORY

The CAHPS program was created under the auspices of the
federal Agency for Healthcare Research and Quality (AHRQ).
For nearly 20 years, the agency has contracted with other organi-
zations to produce CAHPS-related products, including surveys,
evaluations, research studies, quality reporting formats, and
quality improvement tools. The Centers for Medicare & Medic-
aid Services (CMS) is a federal partner. External organizations
joining AHRQ and CMS to comprise the CAHPS Consortium
overseeing CAHPS activity are the RAND Corporation, the Yale
School of Public Health, and Westat.!

The initial CAHPS survey, released to the public in 1997 and
fielded by CMS (then the Health Care Financing Administration,
or HCFA) in 1998, focused on assessing the quality of health
plans from their enrollees” perspective. (At that time, the HP in
CAHPS stood for “health plan.”) The scope has since broadened
to include a range of health care settings and services.
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The role initially envisioned for CAHPS data was to help con-
sumers choose a health plan and to help plans and providers
identify and carry out quality improvement initiatives. Over
time, the data have also been incorporated in various pay-for-
performance models; CAHPS data collection and reporting are
required under some federal programs.

SURVEY DESIGN
According to AHRQ, CAHPS program goals are twofold:

¢ To develop standardized surveys that organizations can use to
collect comparable information on patients’ experience of care

* To generate tools and resources to support the dissemination
and use of comparative survey results to inform the public
and improve health care quality

Design principles underlying the surveys are:

* Focus on topics for which consumers are the best or only
source of information

* Ask patients to report on their experience of care, as op-
posed to “satisfaction”; emphasize elements that patients
view as most important

* Base questions, protocols, and reports on scientific develop-
ment and testing

e Standardize questions and processes to ensure that data col-
lection, analyses, and reports are consistent across the users
of a given survey

* Reflect input from a broad spectrum of stakeholders
* Make surveys available in the public domain

Nearly all surveys are available in Spanish as well as English;
guidelines exist for translation into other languages. CMS offers
translations in several languages of the surveys it requires.

SURVEYS AVAILABLE FOR USE

CAHPS surveys most regularly in use are the health plan sur-
vey, the hospital survey (HCAHPS), and the clinician & group
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survey (CG-CAHPS). Core questions in each include substantive
items reflecting critical aspects of care, along with screening
questions that allow respondents to skip questions not relevant
to their experience (for example, pain control if they were not

in pain), and demographic characteristics. Where appropriate,
the surveys have adult (18 and over) and child versions, the lat-
ter meant to be completed by a parent. Supplemental question
sets, such as for children with chronic conditions or people with
mobility impairment, are available for users (see below) to add at
their option.

The health plan survey solicits enrollees” experience in obtain-
ing health care under commercial, Medicaid, Children’s Health
Insurance Program (CHIP), and Medicare Advantage plans, with
somewhat different versions for each. Questions in this survey
are clustered in the following categories:

* Getting needed care

*  Getting care quickly

*  How well doctors communicate

* Health plan information and customer service
* Rating the health plan®

HCAHPS asks patients about their experience with care deliv-
ered during an inpatient hospital stay in an acute care facility.
HCAHPS categories are:

e Care from nurses
e Care from doctors
* The hospital environment

* The patient’s experience in this hospital [relates to getting
help with using the bathroom or a bedpan, understanding
medication, pain control]

*  When the patient left the hospital [discharge process]

* The patient’s understanding of their care after leaving the
hospital®

* Overall rating of the hospital
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CG-CAHPS asks about patient experience with ambulatory care
delivered by primary care or specialty physicians and their
staffs. This survey has been adapted in cooperation with NCQA
(National Committee for Quality Assurance) for use in its
Patient-Centered Medical Home (PCMH) Recognition Program.
CMS also uses a version specially geared to Accountable Care
Organizations (ACOs). CG-CAHPS categories are:

* Getting timely appointments, care, and information

* How well providers communicate with patients

*  Whether office staff are helpful, courteous, and respectful
¢ The patient’s rating of the provider*

The CG-CAHPS survey has two core formats. One solicits a
patient’s ambulatory care experiences over the course of the
previous 12 months; another focuses on the patient’s most recent
visit. A survey may incorporate PCMH-related items in addition
to the core questions.

Other versions of CAHPS are tailored to home health care, in-
center hemodialysis, nursing homes, surgical care, clinics deliv-
ering care to American Indians, dental plans, and mental and/or
substance abuse services. CMS is testing versions for emergency
departments and ambulatory surgical centers.

CAHPS USERS

Once released into the public domain by the CAHPS Consor-
tium, CAHPS surveys may be used by any organization for its
own purposes.” CAHPS materials include instructions on how to
construct an appropriate sample frame. For each survey, a ran-
dom sample is drawn from the relevant population: health plan
enrollees, those discharged from a hospital or patients who have
had at least one visit to the selected provider in the appointed
time frame. Survey contractors (who must be approved by CMS
under federal plans) are permitted a variety of administration op-
tions: mail, telephone, email, internet, or a combination.

Health plans or delivery systems may choose to survey their
commercial members as well as those enrolled in a public plan,
using results for quality improvement, provider selection or
compensation, or assisting consumers to make choices. AHRQ
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maintains a CAHPS database of survey data voluntarily sub-
mitted by users, which they may then access to compare their
results to regional and national averages and other benchmarks.
AHRQ also offers guidelines on how to communicate results to
consumers and other stakeholders.

CMS, NCQA, the Veterans Health Administration (VHA), and
the American Board of Medical Specialties (ABMS) are key users
of CAHPS.

CMS incorporates CAHPS items in data analyzed and reported
in a variety of programs. The health plan survey has been
administered to Medicare beneficiaries since 1998; in addition

to the fee-for-service program instrument, versions exist for
Medicare Advantage (MA) and Prescription Drug Plans (PDPs).
Results from the Medicare CAHPS surveys are published in

the Medicare & You handbook and on the Medicare Options
Compare Web site. MA and PDP data are part of the star ratings
calculations for these plans. Many state Medicaid programs also
employ this survey.

Hospitals subject to the Inpatient Prospective Payment System
(IPPS) must collect and submit HCAHPS data in order to receive
their full annual payment updates. (Non-IPPS hospital participa-
tion is voluntary.) CAHPS data is incorporated in the calculation
of value-based incentive payment under the Hospital Value-
Based Purchasing Program, and also forms part of the Hospital
Compare information made available online to consumers. CMS
is preparing to go farther by constructing a separate HCAHPS
star rating system to add to Hospital Compare.®

ACOs in both the Pioneer and Shared Savings programs must
report CAHPS data in the ACO format. Physicians and other
eligible professionals must report CAHPS data under the Physi-
cian Quality Reporting System (PQRS); the data are also being
incorporated along with other quality data in Physician Com-
pare. Penalties for failure to report begin in 2015.

NCQA makes CAHPS information part of its accreditation and
performance recognition programs. The VHA uses HCAHPS
and CG-CAHPS to solicit patient experiences in VHA and
contracted hospitals and clinics. The ABMS requires submission
of “doctor communications” data as part of the maintenance of
certification process.
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ONGOING REFINEMENTS

Some providers continue to express reservations about a grow-
ing reliance on CAHPS data. Physicians, for example, have ob-
served that pressure to keep their “scores” up may cause some to
respond to patient desires even when these conflict with clinical
best practice, such as prescribing antibiotics for viral ailments

or opiates for moderate pain. Others suggest improvements to
methodology or changes in the weighting of CAHPS measures
vis-a-vis clinical quality measures in pay-for-performance reim-
bursement formulas.

The CAHPS Consortium continues to seek stakeholder input
and to try to align and update the various surveys. For example,
the Consortium recently has recommended that the CG-CAHPS
12-month survey be recast as a 6-month look-back to achieve
consistency with versions being implemented by CMS for ACOs
and in the PQRS. As pay-for-performance and value-based reim-
bursement models continue to gain traction, it seems certain that
patient experience will remain an important component.

ENDNOTES

1. Agency for Healthcare Research and Quality, “CAHPS Glossary,”
https://cahps.ahrqg.gov/about-cahps/glossary/index.html.

2. Full questionnaire available at https://cahps.ahrg.gov/surveys-guidance/survey5.0-
docs/2151a_engadultcom_50.pdf.

3. Full questionnaire available at www.hcahpsonline.org/Files/Appendix%20D %20
-%20CAHPS%20Hospital%20Survey %20 %28English%29.pdf.

4. Full questionnaire available at https://cahps.ahrg.gov/Surveys-Guidance/CG/
index.html.

5. Agency for Healthcare Research and Quality, “CAHPS: Assessing Health
Care Quality from the Patient’s Perspective, https://cahps.ahrg.gov/about-
cahps/cahps-program/cahps_brief.html.

6. Centers for Medicare & Medicaid Services, “HCAHPS Star Ratings Techni-
cal Notes,” www.hcahpsonline.org/StarRatings.aspx.
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Opinion

In Defense of the Employer Mandate
Hedging Against Uninsurance

After 2 delays, section 1513 of the Affordable Care Act
(ACA)—shared responsibility for employers—is finally
slated to go into effect on January 1, 2015." The
so-called employer mandate requires large employers
to offer affordable “minimum-value” health insurance
to full-time employees and their dependents (to age
26 years) or be subject to annual penalties if at least 1
employee receives premium tax credits for the pur-
chase of individual health insurance via an exchange.!
Designed to maintain employer-sponsored coverage
and to offset the public cost of subsidies to eligible
employees in need of health insurance, the employer
mandate constitutes an important component of the
ACA. However, in the wake of the recent midterm elec-
tions, this provision is likely to be singled out for repeal
by the newly elected Republican-controlled Congress.
In this Viewpoint, we trace the origins of the employer
mandate provision, delineate its all-important ratio-
nale, and discuss the likelihood and consequences of
its potential repeal.

The core value undergirding the shared

responsibility principle is the
realization that all of the major

stakeholders of the health care system

must contribute something if

comprehensive health care reform is to

be accomplished.

How to engage employers in health care reform
was the subject of heated debates during the drafting
the ACA. For its part, the House of Representatives
favored the notion termed pay or play wherein
employers are required to offer health insurance to
employees or be taxed to offset the public cost of sub-
sidized alternatives. Opposed by business associa-
tions and deemed unpassable in the Senate, the pay
or play model was not formally proposed. In its stead,
the more acceptable notion of assessing employers
only for employees in receipt of premium tax credits
was adopted. The resultant “shared responsibility for
employers” provision was crafted to reduce the likeli-
hood that employers would stop offering to subsidize
health insurance.’

As such, the provision (now part of the Internal Rev-
enue Code) requires large employers (>100 full-time em-
ployees) to offer health insurance to 70% and 95% of
their workforcein 2015 and 2016, respectively.' Employ-
ers with 50 to 99 full-time employees need not comply

until 2016." Failure to provide health insurance will re-
sult in an "employer shared responsibility payment” of
$2000 for every full-time employee (beyond the first
30) when at least 1 obtains a subsidy toward the pur-
chase of individual health insurance through an
exchange. Failure to provide affordable (=9.5% of in-
come) minimum-value (=60% of total allowed costs)
healthinsurance will be assessed at $3000 for each full-
time employee in receipt of a subsidy.’

The core value undergirding the shared responsi-
bility principle s the realization that all of the major stake-
holders of the health care system must contribute some-
thing if comprehensive health care reform is to be
accomplished. Stated differently, making the ACA work
requires a measure of responsibility from consumers,
hospitals, physicians, insurance companies, drug mak-
ers, medical device makers, home health agencies, la-
bor, and—because of section 1513—large employers. This
same notion proved essential in the passage of the 2006
Massachusetts Health Care Reform Act that served as a
partial model for the ACA. Indeed, de-
spite "employer shared responsibility
payments” limited to $295 per unin-
sured employee per year, a far lower con-
tribution than that required by the ACA,
Massachusetts continues to lead the
nation in the provision of employer-
sponsored health insurance.? Without
some form of shared responsibility, an
important principle of health reform will
be abandoned.

Shared responsibility is a public
good, especially for employers who
might otherwise be inclined to shift the cost of employer-
sponsored health insurance onto the federal govern-
ment and thereby the taxpayers. It follows that the em-
ployer mandate provision has a meaningful role to play
in preserving employer-sponsored health insurance. In
its absence, anywhere from 200 00O to 1 million indi-
viduals will lose employer-sponsored coverage per pro-
jections of the Urban Institute and the US Congressio-
nal Budget Office (CBO), respectively.>* As such, these
estimates are consistent with the findings of a 2014 sur-
vey of 2569 employers according to which 16%, 6%, and
4% of employers with 50 to 199, 200 to 499, and 500
or more employees are likely to terminate employer-
sponsored health insurance within the next 5 years.> A
2011 survey of more than 1300 employers revealed that
30% of employers will cease offering employer-
sponsored health insurance in the years past 2014.° The
above notwithstanding, the ACA has not and will not
forestall all erosion of employer-sponsored coverage.
Still, what it will do is consistent with the stated prefer-
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ence of the US public as evidenced by a 2013 Kaiser Tracking Poll
wherein 57% of respondents were in support of an “employer man-
date/penalty for large employers."”

The 10-year cost (2014-2024) of repealing the employer man-
date is estimated by the CBO to approach $151 billion.® Finding $151
billion in federal "pay-fors” will constitute a serious challenge for
the new Republican Congress. Moreover, Congress will need to
consider the "opportunity cost” of yet other legislative priorities,
the realization of which would be rendered more difficult by a
potential repeal of the employer mandate. One recurrent example
of a yet to be accomplished task is the repeal of the Sustainable
Growth Rate (SGR) formula by March 31, 2015, at which point Medi-
care payments to physicians are projected to decrease by 21.2%
unless Congress addresses the estimated $144 billion offset.® The
choice between repealing the employer mandate or the SGR
formula—both costly and thus likely mutually exclusive—is hardly a

trivial one: eliminate the employer mandate at the risk of increasing
the ranks of the uninsured or address the SGR formula with the
welfare of Medicare beneficiaries in mind. Neither option is likely to
be considered before the next congressional session begins in
2015.

At this time, the employer mandate provision is at an ironic
and dichotomous juncture. On one hand, the delayed implemen-
tation of the employer mandate is the subject of a lawsuit
(US House of Representatives v Burwell). A related earlier lawsuit
by the Association of American Physicians and Surgeons (AAPS v
Koskinen) has been dismissed. On the other hand, the employer
mandate is being targeted for repeal. Suing to protest the “unilat-
eral” delay of the implementation of the employer mandate while
targeting it for repeal—at the same time—is a telling metaphor for
the present state of health policy thinking on Capitol Hill. May
cooler heads prevail.
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Reenrollment. During the second round of
open enrollment for the Affordable Care Act’s
insurance Marketplaces, insurers and policy
makers have a new challenge: keeping last
year's enrollees in the system.

WHAT'S THE ISSUE?

The first open enrollment period under the
Affordable Care Act (ACA) was fraught with
technical problems with the federal Market-
place, as well as many state-run exchanges.
Despite these problems, just under seven mil-
lion people purchased a health plan through
one of the Marketplaces, making the first
open enrollment period a qualified success.
The first open enrollment focused on build-
ing awareness of the Marketplaces and the
requirement to have health insurance, as well
as getting people to apply and enroll in a plan.

During subsequent open enrollment pe-
riods, state and federal officials will devote
more efforts to keeping people enrolled as well
as trying to enroll hard-to-reach populations.
Policies sold through the Marketplaces follow
the calendar year and are set to terminate on
December 31 unless they are renewed. The
federal Marketplace and some state exchanges
are automatically renewing policies for some
enrollees unless they take action themselves.

Thisyear open enrollment began November
15, allowing new customers to sign up for in-
surance and existing policyholders to change
health plans, renew their existing plan, and

request a redetermination on the amount of
subsidy they received. The usability of Health-
Care.gov and some of the state exchange web-
sites has improved significantly from the early
days of the 2013 open enrollment. Thus far,
the open enrollment has had few technologi-
cal glitches, including in the heavy traffic days
leading up to December 15, the deadline before
which consumers had to enroll in order for
their 2015 coverage to take effect on January
1. Several states, including California, Idaho,
Massachusetts, Minnesota, Rhode Island, and
Washington, have extended the December 15
deadline or allowed consumers who had start-
ed the process by that date to complete their
application and enroll in a plan with coverage
still beginning on January 1.

In order to maximize policy renewals and
continuity of coverage, the Department of
Health and Human Services (HHS) issued
regulations that allow the federally facilitated
Marketplace to reenroll people automatically
in their current plans unless they take action
to change or terminate their coverage. State
exchanges are allowed to do the same or adopt
an alternative process to renew enrollees.
A handful of states are following the federal
lead, but others are making changes to the fed-
eral renewal process or choosing not to imple-
ment automatic renewal.


https://www.healthcare.gov/
https://www.healthcare.gov/
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HHS estimates that about

95 percent of people who are
enrolled through HealthCare
.gov will be eligible for automatic
renewal.

Looming over this year’s open enrollment
period is an air of uncertainty regarding the
availability of premium subsidies in the feder-
al Marketplace as a result of King v. Burwell, a
case tobe argued before the US Supreme Court
in early 2015. Challengers in the case argue
that the language of the ACA provides pre-
mium subsidies only in state-run exchanges.
Some legal experts, the Internal Revenue Ser-
vice (IRS), and several courts have found that
the intent of the law is for all eligible people
to receive federal assistance regardless of how
the Marketplace is run.

Other legal experts and a three-judge panel
of the US District Court of Appeals for the Dis-
trict of Columbia have supported the view of
the challengers. The US Supreme Court has
agreed to hear this case in its next session, in-
stead of waiting for a decision by the full US
District Court of Appeals for the District of
Columbia. While this decision likely will not
affect premium subsidies for 2015, it will have
significant consequences in the future.

|
WHAT'S THE BACKGROUND?

People often cycle or “churn” on and off cov-
erage as their income, family situation, or
employment status changes. Churning is
common not only in other public programs,
such as Medicaid and the Children’s Health
Insurance Program (CHIP), but also in the
individual health insurance market. In some
sense, the individual marketis aresidual mar-
ket—primarily attracting those not offered or
eligible for employer-based insurance, Medi-
care, Medicaid, or CHIP. As aresult, churning
in the federal and state Marketplaces is to be
expected. Colorado estimates it will lose 30
percent of its 2014 enrollment by the end of
the year through attrition.

Over the past decade a number of states be-
gan to use automatic renewals for their Med-
icaid and CHIP programs to reduce churning.
By 2012 twenty Medicaid programs and six-
teen CHIP programs allowed families with-
out changes in circumstances to renew their
eligibility automatically. In 2014 automatic
renewal became mandatory for all Medicaid
programs. For the most part, enrollment in
Medicare plans, employer-sponsored plans,
and plans sold on the individual market are
automatically renewed each year unless en-
rollees actively terminate or change their
plan. In this sense, HHS policy allowing auto-
matic renewals is following standard practice.

For the 2015 calendar year, open enroll-
ment runs from November 15 to February 15,
half aslong as the initial open enrollment pe-
riod. In order to have coverage that begins on
January1, 2015, and avoid a gap in insurance,
current enrollees must have signed up or re-
newed their policy by December 15, 2014, put-
ting pressure on the federal Marketplace and
state exchanges and adding to the importance
of automatic renewals.

States want to maximize enrollmentin their
exchanges not only to reduce the number of
uninsured in their state but to help finance
the operating expenses of their exchanges.
Beginning in 2015 state exchanges must be
self-financing. The state-based exchanges
collectively received hundreds of millions of
dollars in planning and establishment grants,
which helped support them leading up to and
through 2014. Media reports indicate that at
least four states have asked HHS for a no-cost
extension to continue to use their establish-
ment grants through 2015, and others are
considering doing so.

Even with extensions for the use of existing
grants, states must have strategies in place to
cover exchange operating costs. Many states
are relying on user fees added on to premi-
ums in order to finance their exchanges. As
a result, exchanges are dependent on having
adequate enrollment to generate sufficient
operating funds.

|
WHAT'S IN THE LAW?

The ACA gives the secretary of HHS wide lati-
tude to establish redetermination and reen-
rollment procedures with the goals of making
the insurance buying process easier and en-
couraging continuity of coverage. HHS estab-
lished an automatic reenrollment process for
the 2015 benefityear through regulation. Mar-
ketplaces can use the redetermination process
outlined in federal law, an alternative process
offered through federal guidance, or create
another process which HHS will approve if it
facilitates continuity of care and provides clear
information to enrollees while maintaining
program integrity.

The federal Marketplace is using the alter-
native approach outlined through HHS guid-
ance. The approach provided under regulation
is similar to that provided in guidance with a
few nuances. The alternate approach requires
the Marketplace to obtain updated informa-
tion from only the enrollees who received a
premium subsidy or cost-sharing reduction,


http://healthaffairs.org/blog/2014/11/07/implementing-health-reform-supreme-court-will-review-tax-credits-in-federal-exchanges/
http://www.healthnewscolorado.org/2014/09/25/thirty-percent-attrition-bites-into-exchange-revenues/
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states are
following the
federal lead,
but others are
choosing not
to implement
automatic
renewal.”

rather than from all people who initially re-
quested an eligibility determination. In addi-
tion, the alternative approach uses only tax
information obtained from the IRS rather
than information from the IRS, Social Secu-
rity Administration, and other data sources.

Upon making a redetermination on eligibil-
ity and providing notices, HHS is reenrolling
eligible people in their existing plan, assum-
ing it is available, unless the consumers take
action. HHS estimates that about 95 percent of
people who are enrolled through HealthCare
.govwill be eligible for automatic renewal. Most
insurers favor automatic reenrollment because
ithelps maintain existing enrollment, reduces
costs, and avoids some of the technical prob-
lems associated with the initial enrollment.

Automatic reenrollment avoids the need for
almost seven million people already enrolled
in a qualified health plan to flood HealthCare
.gov and state exchanges during the short
open enrollment period and ensures conti-
nuity of coverage. But it also may discourage
consumers from going to the Marketplace to
shop for coverage that better fits their needs
and to get a more accurate determination of
eligibility for subsidies.

According to a paper by Georgetown Univer-
sity researchers that reviewed six state-run ex-
changes, these states are taking a number of
different strategies with renewals in their ex-
changes. Although some state-run exchanges
are implementing the federal rule, the paper
highlights four states (California, Colorado,
Kentucky, and Washington) that are imple-
menting automatic renewals but are adjusting
the subsidies based on updated data such as
the 2015 benchmark plan.

One of the studied states (Maryland) is au-
tomatically renewing coverage but not pro-
viding premium assistance unless consumers
revisit the state’s website and update their in-
formation. Maryland adopted this approach
because a change in vendors prohibits it from
transferring last year’s information to this
year. Finally, another state studied (Rhode Is-
land) is not implementing automatic renewal
in part because it did not obtain consent from
applicants to use enrollees’ income informa-
tion for the 2015 redetermination process.

]
WHAT'S THE DEBATE?

Automatic enrollment is easy for consumers,
but it may cost them. Premiums for 2015 vary
widely by market and issuer. In some markets,

issuers are submitting rates 30 percent higher
than their 2014 rates, while in other markets
issuers are showing little change or decreas-
ing their 2015 rates. In many markets, these
premium changes mean that the benchmark
plan in 2015 will be different from 2014. Pre-
mium changes affect consumers’ level of fi-
nancial assistance because advance premium
tax credits are determined based on a formula
that includes family income and the premium
of the second-lowest-cost silver plan.

People with incomes of 100 — 400 percent of
the federal poverty level are required to pay
a sliding scale premium of 2.0 - 9.5 percent
of their income for the second-lowest-cost
silver plan (known as the benchmark plan).
Consumers are not required to enroll in the
benchmark plan—they can enroll in a more
expensive plan and pay the difference, or en-
roll in a cheaper plan (such as the lowest-cost
silver plan or another cheaper plan) and have
their premium lowered accordingly.

According to HHS data, people in the Mar-
ketplace are very price-sensitive. Across all
plan tiers—bronze, silver, gold, platinum,
and catastrophic—64 percent of all enroll-
ees selected the lowest- or second-lowest-cost
plan for 2014. People who are automatically
enrolled may no longer be in one of the two
lowest-cost silver plans because of changes in
premiums or because new, less costly plans
have entered the market. According to an
analysis by the Kaiser Family Foundation of
plans in sixteen cities, the majority had both
a different benchmark plan and a different
lowest-cost silver plan in 2015 than in 2014.

Wide swings in Marketplace premiums may
be expected for the first few years of the ACA.
Issuers did not know what to expect when set-
ting their 2014 rates in terms of who would
enroll, how many would enroll, and what their
health status and claims experience would be.
One year later, issuers know a little more, but
given that many had to submit their rates over
the summer, issuers still did not have much
claims experience for the majority of their
enrollees.

One piece of information issuers had for
setting rates in 2015 is how they stacked up
against their competition, since they knew
their competitors’ 2014 premiums. Some issu-
ers may be keeping their premiums steady or
lowering them in order to gain market share.
The Kaiser analysis showed that the average
premium for the benchmark plan in the six-
teen cities increased an average of less than 1


http://www.nytimes.com/2014/06/27/us/most-will-be-able-to-automatically-renew-coverage-under-health-law.html
http://www.rwjf.org/en/research-publications/find-rwjf-research/2014/12/marketplace-renewals--state-efforts-to-maximize-enrollment-into-.html
http://www.rwjf.org/en/research-publications/find-rwjf-research/2014/12/marketplace-renewals--state-efforts-to-maximize-enrollment-into-.html
http://aspe.hhs.gov/health/reports/2015/premiumReport/healthPremium2015.pdf
http://aspe.hhs.gov/health/reports/2015/premiumReport/healthPremium2015.pdf
http://kff.org/health-reform/issue-brief/analysis-of-2015-premium-changes-in-the-affordable-care-acts-health-insurance-marketplaces/
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Across all plan tiers, 64 percent of
allenrollees selected the lowest-
or second-lowest-cost plan for
2014.

percent. This is good news overall for consum-
ers, but as a result of changes in the bench-
mark plan and the overall ranking of plans,
consumers who are automatically enrolled
in their current plan may face a substantially
higher premium.

Consumer advocates and HHS recommend-
ed that everyone shop around before being
automatically reenrolled in their plan. Even
if a plan’s premium goes down or remains
relatively unchanged in 2015, the cost to en-
rollees could still be higher once the revised
subsidy is calculated because of the change in
the benchmark plan. Comparison shopping
is particularly important for people receiving
premium tax credits or cost-sharing reduc-
tions, because of their price sensitivity. The
savings achieved by selecting a new plan in the
market or a plan with a much lower premium
than in 2014 may be even greater because of
the relationship of the premium tax credit to
the benchmark plan.

According to the Georgetown study, the
wide swings in premiums are one of the rea-
sons behind not implementing automatic
renewals in Maryland and Rhode Island. In
addition, officials in Colorado, Kentucky, and
Washington are telling consumers that active
shopping for plans may be in their best inter-
est. In fact, Colorado and Washington officials
shifted their messages more in this direction
after obtaining information on the changes in
benchmark plans.

Consumers who decide to change plans may be
double billed. If consumers change plans dur-
ing open enrollment, they must tell their old
plans that they are disenrolling. Otherwise,
their old plan may continue to bill them. Ini-
tially, the federally facilitated Marketplace
stated that it was not providing issuers with
a termination notice when consumers disen-
rolled. HHS planned to send enrollment files
to issuers on December 15 that would allow
plans toreconcile their records. HHS said that
plans can assume an enrollee’s coverage ends
on December 31 unless they are notified other-
wise. Recently, HHS changed course, provid-
ing guidance in early December that created
an “enrollee switched list.” This electronic file
was sent daily through December 15 to each
issuer, notifying them if one of their enrollees
switched to a plan offered by another issuer.

In determining eligibility for financial assis-
tance, the federally facilitated Marketplace and
state exchanges following the same approach
may be using outdated information. When con-

sumers first applied for Marketplace coverage,
they had the option to allow the exchanges ac-
cess to their tax filings for purposes of mak-
ing future redeterminations. For people who
provided this authorization, the exchanges
accessed income information from their 2013
tax filings, determined how much financial
assistance enrollees were eligible for, and pro-
vided written notice of the redetermination by
November 15.

The notice included a request for any up-
dated information. If people do not respond to
the request for updated information by going
back to HealthCare.gov, the 2015 premium tax
credit will be the same dollar amount as their
2014 premium tax credit. As aresult, HHS es-
timates that most people who do not provide
updated information will receive a lower ad-
vance premium tax credit in 2015 than they
are due. Although they will receive a refund of
any underpayment from the government when
filing their taxes in early 2016, this will make
their premiums higher in the short term and
could make insurance coverage unaffordable.

For consumers who did not give HHS au-
thority to access their tax records, HHS will
provide a notice informing them that unless
they revisit the Marketplace and update their
information, their premium subsidy will ter-
minate on December 31, 2014. If they continue
to be eligible for a premium subsidy, they will
still receive it when they file their taxes, but
they will not receive an advance payment. If
experience in Medicaid is any indicator, few
people will respond to these notices and sub-
mit requests for redeterminations based on
updated information. However, people may
request redeterminations once they are faced
with higher-than-expected premiums.

Enrollees could also receive higher advance
premium tax credits than they are due because
of the change in the benchmark plan. If an en-
rollee’s income remains the same in 2015 but
the benchmark plan premium decreases, en-
rollees will receive a higher premium tax cred-
itthan the amount due and will be required to
pay it back at tax time.

The standard notice to consumers used by
the federally facilitated Marketplace did not
provide the net amount owed for their 2015
premium, after taking the subsidy into ac-
count, for the plan in which they will be au-
tomatically reenrolled. If enrollees end up
paying a higher premium in 2015 because
their subsidy is the same as their 2014 subsidy
or because the plan they were automatically
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reenrolled in is substantially more expensive
in 2015 (whether because the plan raised its
premium or because of changes to the bench-
mark plan), they may be more likely to let their
policy lapse during the year because it is no
longer affordable.

This runs counter to the goal of auto-
reenrollment, which is to maintain continu-
ous coverage. Several states hope to improve
on the redetermination process by strongly
encouraging consumers to update their in-
formation. Furthermore, the Georgetown
study found that the four study states using
automatic reenrollment (California, Colorado,
Kentucky, and Washington) have the ability to
include the 2015 benchmark premium in the
redetermination and to make other updates,
making the premium subsidy more accurate
evenif people do notupdate theirinformation.

Technology challenges are not a thing of the
past. Automatic renewals may decrease Web
traffic during open enrollment, butif consum-
er advocates are successful in getting people to
shop around and enrollees respond to changes
in premiums, traffic during the open enroll-
ment period may still be heavy. The short time
people have to act in order to maintain con-
tinuous coverage may result in heavy traffic
during the first month, and insurers and con-
sumer advocates are worried that the websites
may not be capable of handling it.

At least one state, California, was able to
get ahead of the curve by allowing people to
renew their plans starting in mid-October. In
another effort to improve the functionality of
HealthCare.gov, HHS has streamlined the on-
line application. Officials estimate that 70 per-
cent of new customers will be able to use the
shorter, simpler form. Despite these changes,
it is probably naive to believe that this year’s
open enrollment will be free of technological
glitches.

|
WHAT'S NEXT?

Open enrollment began November 15 and thus
far has been going much more smoothly than
the first open enrollment. People who want to
change their plan must have done so by De-

cember 15 in order to avoid any gap in cover-
age. Enrollees who do not shop around and are
automatically renewed may be surprised with
their new premium. People in states using the
federally facilitated Marketplace or following
its procedures, whose income or family situ-
ation has changed since their 2013 tax filing
but who have notrequested aredetermination
with the new information, may find the size of
their premium tax credit covers a smaller por-
tion of their premium than in 2014. There may
be backlash from people who find themselves
paying more for the same plan and who are
not receiving the full subsidy for which they
are eligible.

In recognition of the price sensitivity of en-
rollees, HHS is rethinking the automatic re-
enrollment process for future open enrollment
periods. In the recently released proposed rule
on benefit and payment parameters, HHS stat-
ed that it is exploring alternative automatic
reenrollment scenarios in which premiums
would be taken into account.

One possible approach discussed in the pro-
posed rule would allow consumers at the time
of initial enrollment to opt in to an automatic
reenrollment hierarchy. For example, enroll-
ees may be reenrolled in their current plan if
their premiums did notincrease by more than
5 percent but would be reenrolled in another
low-cost plan if premiums did increase above
that threshold. This process is still in the ex-
ploratory stage, and HHS is requesting com-
ments on how best to implement a policy that
respects the value consumers place on price.
HHS notes that this change in reenrollment
would not apply until the 2016 open enroll-
ment period for plan year 2017.

On the legal front, the US Supreme Court
has decided to take up the King v. Burwell case
in its current term and should issue a deci-
sion no later than June 2015. Although the
ruling likely will not affect 2015 enrollment,
it may leave doubt in the minds of potential
enrollees and angst among states not run-
ning their own exchanges about the long-
term availability of premium subsidies in the
federal Marketplace. ®
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HEALTH INSURANCE MARKETPLACE 2015 OPEN ENROLLMENT PERIOD:
DECEMBER ENROLLMENT REPORT

For the period: November 15, 2014 — December 15, 2014'
December 30, 2014

The Health Insurance Marketplace (“the Marketplace™) plays a critical role in achieving one of
the Affordable Care Act’s goals of reducing the number of uninsured Americans by creating a
market for affordable, high-quality health insurance for individual and small group consumers.
This report provides preliminary data for enrollment-related activity in the individual
Marketplace during the first month of the 2015 Open Enrollment period for all 50 states and the
District of Columbia.

Section I of the report focuses on the 37 states that are using the HealthCare.gov platform for
2015 (also known as “HealthCare.gov states”) for the first month of the 2015 Open Enrollment
(generally for the period 11-15-2014 to 12-15-2014)." The 37 HealthCare.gov states include 35
states that are states that used the HealthCare.gov platform in both 2014 and 2015 and Oregon
and Nevada, which are new to the HealthCare.gov platform in 2015. These 37 states accounted
for 68 percent of total Marketplace plan selections in 2014.> The data available for these states
includes Marketplace plan selections for new consumers and consumers reenrolling in
Marketplace coverage — including consumers who are actively reenrolling in Marketplace
coverage (people who return to the Marketplace to select a new plan or actively renew their
existing plan), but not consumers who are being automatically reenrolled into coverage
(“automatic reenrollees” — people who retain coverage without returning to the Marketplace and
selecting a plan). The reporting period for HealthCare.gov states in this report (through 12-15-
14) differs from the reporting period (through 12-26-14) in the most recent weekly enrollment
snapshot published by the Centers for Medicare & Medicaid Services (CMS).’

! Most of the data in this report are for the 11-15-14 to 12-15-14 reporting period with the following exceptions: Marketplace
plan selection data for most of the 14 states that are using their own Marketplace platforms are for 11-15-14 to 12-13-14 (with the
exception of California, which is reporting data for 11-15-14 to 12-14-14); and data on website visits and call center volume for
states that are using the HealthCare.gov platform are for 11-15-14 to 12-20-14.

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

* The Centers for Medicare & Medicaid Services has released a weekly snapshot for Open Enrollment Week 6: December 20 -
December 26, 2014 which states that nearly 6.5 million consumers have selected 2015 Marketplace plans in the states that are
using the HealthCare.gov platform through 12-26-14, including data for automatic reenrollments. The weekly Open Enrollment
snapshots provide preliminary point-in-time estimates for weekly data that could fluctuate based on consumers changing or

Department of Health and Human Services
Office of the Assistant Secretary for Planning and Evaluation
http://aspe.hhs.gov
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The most recent Weekly Enrollment Snapshot included a summary of enrollment activity in the
37 HealthCare.gov states showing that from November 15th to December 26th, nearly 6.5
million consumers selected a 2015 Marketplace plan or were automatically reenrolled in those
states. As noted above, this report includes data for the HealthCare.gov states through 12-15-14,
as well as for other states that are using their own Marketplace platforms (as discussed below).
However, neither the most recent Weekly Enrollment Snapshot, nor this report fully capture the
total number of plan selections for coverage beginning January 1st (see Appendix Table C1 for
additional information on how the data in this report compare with the data in the most recent
Weekly Enrollment Snapshot). This report also includes data relating to completed applications,
eligibility determinations, and website visits, and call center activity for the HealthCare.gov
states; as well as data on the overall distribution of Marketplace plan selections in these states by
gender, age, metal level, financial assistance status, race/ethnicity, and rural status.

Section II of the report focuses on the 14 states (including the District of Columbia) that are
operating their own Marketplace platform for 2015 (see page 10). Most of the 14 states include
activity for the period 11-15-2014 to 12-13-2014 (however data for California are through 12-14-
14). These 14 states accounted for 32 percent of Marketplace plan selections in 2014. The data
available for these states includes new consumers, consumers who are actively reenrolling in
Marketplace coverage (except for two states, New York and California), and automatic
reenrollees in 5 states (Connecticut, Idaho, Kentucky, Vermont, and Washington).

Because complete data are not yet available, this report does not provide a comprehensive
estimate of the total number of Marketplace plan selections, including both new consumers
and consumers reenrolling in Marketplace coverage, for all states for coverage beginning on
January 1, 2015. (Please see Appendix Table C2 for additional information on the Marketplace
plan selection data that are available for various states).

canceling plans or having a change in status such as a new job or marriage; data revisions may mean that the weekly totals from
the snapshots may not sum to the cumulative numbers. The weekly snapshots can be accessed at
http://www.hhs.gov/healthcare/facts/blog/index.html.

_____________________________________________________________________________________________________________|
ASPE Office of Health Policy December 2014
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Key Highlights:

Preliminary national plan selection data available to date show that as of December 15th,
more than 4.0 million Americans had selected new coverage or been reenrolled in 2015
health insurance coverage through the Marketplace for coverage beginning January Ist
(see Appendix Table Bl). In detail:

e 3.4 million people have selected 2015 Marketplace plans in the 37 states that are using
the HealthCare.gov platform in 2015 as of December 15th, including plan selections
by new consumers and consumers who are actively reenrolling in Marketplace
coverage (excluding automatic reenrollees); and

e Over 600,000 people have selected 2015 Marketplace plans in the 14 states (including
DC) that are using their own Marketplace platforms in 2015, based on data that
generally run through December 13th. Depending on the state, these data may reflect
new consumers only, or both new consumers and consumers reenrolling in
Marketplace coverage (including, in some states, automatic reenrollees).
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SECTION I. DATA FOR THE 37 STATES USING THE HEALTHCARE.GOV
PLATFORM

* The Marketplaces in HealthCare.gov States are Succeeding in Reaching People Who
Do Not Currently have Marketplace Coverage.
3.4 million individuals have already selected 2015 Marketplace plans as of 12-15-14 in
HealthCare.gov states, including new consumers, and consumers who are reenrolling in
Marketplace coverage (see Table 1). Of that total, 52 percent (1.8 million) are plan
selections by new consumers who did not have a Marketplace plan selection as of
November 2014, and 48 percent (1.6 million) are plan selections from consumers who are
reenrolling in Marketplace coverage (excluding automatic reenrollees).

Table 1
Cumulative
2015 Marketplace Plan Selections in States Using the 11-15-14 to 12-15-14
HealthCare.gov Platform By Enrollment Type
Number % of Total

Total 2015 Marketplace Plan Selections in 3.42 million 100%
HealthCare.gov States (1)

New Consumers 1.77 million 52%

Consumers Reenrolling in Marketplace Coverage (2) 1.64 million 48%

Notes: Numbers may not add to totals due to rounding

(1) Total 2015 Marketplace Plan Selections represents cumulative data on the number of unique individuals who have selected a
2015 Marketplace medical plan for enrollment through the individual market Marketplaces (with or without the first premium
payment having been received directly by the Marketplaces or the issuer). This is also known as pre-effectuated enrollment.
These data do not include: cancellations and terminations; a count of the number of individuals who have selected a standalone
dental plan; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been
granted a Special Enrollment Period (SEP).

(2) Consumers reenrolling in Marketplace coverage includes data for consumers who are actively reenrolling in Marketplace
coverage, but does not include data for automatic reenrollees.

Source: Centers for Medicare & Medicaid Services, as of 12-23-14.

» Interest in the Marketplaces in HealthCare.gov States is High — During the first month
of the 2015 Open Enrollment period:

o 14.7 million visits were made to the HealthCare.gov and CuidadoDeSalud.gov
websites;

o 6.8 million calls were made to the Marketplace call center for the HealthCare.gov
states;

o 3.4 million completed applications for 2015 coverage were submitted; and

o 5.0 million people were included in these completed applications.
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*  Two-Thirds of the Consumers Who Submitted Applications to the Marketplaces in the
HealthCare.gov States Have Already Selected Marketplace Plans — Most of the people
who applied for coverage through the Marketplace during the first month of the 2015
Open Enrollment period in the HealthCare.gov states have already received an eligibility
determination and/or selected a plan (see Appendix Table B2):

o

o

97 percent of applicants have received an eligibility determination.*

Two-thirds (68 percent) of those applying have already selected a 2015
Marketplace plan; and

9 percent of applicants have been determined or assessed eligible for
Medicaid/CHIP.

* People Responded to the December 15th Deadline for Marketplace Coverage
Beginning on January 1, 2015 in HealthCare.gov States

o 2.0 million people selected a 2015 Marketplace plan in the 37 HealthCare.gov

states between 12-7-14 and 12-15-14 (59 percent of the 3.4 million people who
selected a plan during the first month of the 2015 Open Enrollment period) (see
Figure 1); and

Nearly 1.0 million people selected a 2015 Marketplace plan on 12-13-14, 12-14-
14 or 12-15-14, which is 28 percent of the total number of people selecting a plan
during the first month of the open enrollment period.

* The number of applicants who have received an eligibility determination includes both those who have been determined eligible
to enroll in a plan through the Marketplaces, and those who have been determined or assessed eligible for Medicaid/CHIP by the

Marketplaces.
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Figure 1

Trends in the Cumulative Number of Individuals Who Selected a
Marketplace Plan in States Using the HealthCare.gov Platform,

11-15-14 to 12-15-14

3.4 million people selected 2015 Marketplace plans in HealthCare.gov states during the
first month of the open enrollment period, including 28% during the last 3 days

3,500,000 —
Plan Selections
3,000,000 between
12-13 & 12-15-14
Plan Selections Nearly 1.0
2,500,000 betwoen = miliion
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——2015 Marketplace Plan Selections in States Using the HealthCare.Gov Platform

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

Source: Centers for Medicare & Medicaid Services, as of 12-23-14

Characteristics of 2015 Marketplace Plan Selections

In the HealthCare.gov states, the socio-demographic characteristics of people who selected 2015
Marketplace plans during the first month of the 2015 Open Enrollment period are generally
similar to those of people who selected Marketplace plans during the early months of the 2014
Open Enrollment period (see Table 2).

¢ Young People: The 2014 Open Enrollment period showed that the proportion of young
people (ages 0 to 34) selecting plans increased over time as the period progressed. For
example, the proportion of 0 to 34 year olds who selected a Marketplace plan during the
early months of the 2014 Open Enrollment period (29 percent for 10-1-13 to 12-28-13)°
grew to 35 percent by the end of the open enrollment period. For the 2015 Open

* The number and composition of the HealthCare.gov states has changed slightly between the 2014 coverage year, when there
were 36 HealthCare.gov states, and the 2015 coverage year, when 37 states are using the HealthCare.gov Marketplace platform
® For additional information on Marketplace plan selection data for 10-1-13 to 12-28-13, please see the “Health Insurance
Marketplace: January 2014 Enrollment Report,” which can be accessed at
http://www.aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Jan2014/ib_2014jan_enrollment.pdf
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Enrollment period, the information to date suggests a slightly higher rate of plan
selections by this age group at this early point than for 2014 (33 percent versus 29 percent
in the early months of the 2014 Open Enrollment period). However, it is important to
note that because it is early in the open enrollment period, the age distribution of the 2015
plan selections could change. This is especially the case because the data for automatic
reenrollees have not yet been incorporated into the analysis.

e Race/Ethnicity: The self-reported Marketplace data on race/ethnicity should be used
with caution due to the high proportion of plan selections with unknown race/ethnicity
(nearly a third both in 2014 and thus far in 2015). The proportions of plan selections by
race/ethnicity in the early months of the 2014 Open Enrollment Period’ are similar to
those for the first month of 2015 with the following exceptions: the proportion of Latino
plan selections is slightly higher than in 2014 (8 percent in 2015 compared with 7 percent
in 2014), and for African-Americans the share is slightly lower in 2015 (11 percent in
2015 compared to 14 percent in 2014).

e Financial Assistance: Similarly, the proportion of people who selected Marketplace
plans with financial assistance (including premium tax credits and/or cost-sharing
subsidies) grew during the 2014 Open Enrollment Period. For example, the proportion
selecting plans with financial assistance grew from 80 percent during the early months of
the 2014 Open Enrollment period (10-1-13 to 12-28-13) to 86 percent by the end of the
open enrollment period. For the 2015 Open Enrollment period, the proportion who
selected a plan with financial assistance is 87 percent to date compared with 80 percent in
the early months of the 2014 Open Enrollment period.

e Gender: For the 2015 Open Enrollment period, the proportion of males who have
selected a Marketplace plan is 44 percent to date compared to 45 percent in the early
months of the 2014 Open Enrollment period (10-1-13 to 12-28-13). As this pattern
suggests, the same holds true for women (56 percent vs. 55 percent).

e Rural Status: Approximately one-fifth (18 percent) of the people who selected a 2015
Marketplace plan in the HealthCare.gov states between 11-15-14 and 12-15-14 live in
rural ZIP Codes.

7 Data on the race/ethnicity distribution of Marketplace plan selections during the early months of the 2014 Open Enrollment
Period are for 10-1-13 to 2-1-14, the earliest period for which these data are available.
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Table 2

2014 Open Enrollment 2015 Open Enrollment
Period (2) Period (3)
Comparison of Selected Characteristics of e S (7 Sievet)
Marketplace Plan Selections in States Using 11-15-14 to
the HealthCare.gov Platform 10-1-13 to 12-15-14 (5)
12-28-13 (4) (not including automatic
reenrollments)
Total Number of Individuals Who Have
Selected a Marketplace Plan (1) 1,196,430 3,416,023
Males who have selected a Marketplace o 0
plan (6) 45% 44%
Females who have selected a Marketplace 0 0
plan (6) 55% 56%
0 to 34 year olds who have selected a o 0
Marketplace plan (6) 29% 33%
18 to 34 year olds who have selected a 0 0
Marketplace plan (6) 23% 24%
Individuals who have selected a Silver 61% 68%

Marketplace plan (6)

Individuals who have selected a
Marketplace plan with 80% 87%
Financial Assistance (6)

11%

African-Americans who have selected a

0,
Marketplace plan (6) 14%

Latinos who have selected a Marketplace o 8%
7%
plan (6)

Whites who have selected a Marketplace
plan (6)

Individuals in ZIP Codes designated as
Rural who have selected a Marketplace N/A 18%
Plan (6)

71% 70%

(1) Represents cumulative data on the number of unique individuals who have selected a 2015 Marketplace medical plan for
enrollment through the individual market Marketplaces (with or without the first premium payment having been received directly
by the Marketplaces or the issuer). This is also known as pre-effectuated enrollment. These data do not include: cancellations
and terminations; a count of the number of individuals who have selected a standalone dental plan; or individuals who may have
selected a 2014 Marketplace plan during the reporting period, as a result of having been granted a Special Enrollment Period
(SEP). See Appendix C for additional technical notes.

(2) During the 2014 Marketplace coverage year, there were a total of 36 states using the HealthCare.gov platform, including one
state (Idaho) that switched from using the HealthCare.gov platform in 2014 to using its own Marketplace platform in 2015.

(3) During the 2015 Marketplace coverage year, there were a total of 37 states using the HealthCare.gov platform, including 35
states that are states that used the HealthCare.gov platform in both 2014 and 2015, and two states which are new to the
HealthCare.gov platform in 2015 (Oregon and Nevada).

(4) Most of the data for the early months of the 2014 Open Enrollment period are for 10-1-13 to 12-28-13. However, the
race/ethnicity data are for 10-1-13 to 2-1-14 (the earliest period for which these data are available).

(5) Data for the HealthCare.gov states for the first month of the 2015 Open Enrollment Period only include plan selections for
1 ——
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individuals who are new consumers or who have actively reenrolled in Marketplace coverage during the reference period. These
data do not include automatic reenrollments.

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

Source: Centers for Medicare & Medicaid Services, as of 12-23-14.

Other Data on Marketplace Enrollment-Related Activity in the HealthCare.gov States

Interest in the Marketplaces in HealthCare.gov states has been high during the first month of the
2015 Open Enrollment period, with 14.7 million visits on the Marketplace websites, 6.8 million
calls to the Marketplace call center, and 3.4 million completed applications in the
HealthCare.gov states (see Table 3).

Table 3

Reporting Period:
First Month of the

Cumulative Marketplace Enrollment-Related Information in 2015 Open
States Using The HealthCare.gov Platform Enrollment Period

1

(not including automatic

reenrollments)
Visits to the Marketplace Websites (2) 14,658,020
Calls to the Marketplace Call Centers (3) 6,827,704
Number of Completed Applications 3,392,182
Number of Individuals Included in Completed Applications 4,990,439
Number of Individuals Determined Eligible to Enroll in a 2015 Marketplace Plan 4,376,414
Number of Individuals Who Have Selected a 2015 Marketplace Plan (4) 3,416,023

Notes:

(1) Most of the data in this table are for the 11-15-14 to 12-15-14 reporting period with the following exceptions: the data on
website visits and call center volume are for 11-15-14 to 12-20-14.

(2) Visits on the Marketplace Websites includes 14,161,103 unique visitors on HealthCare.gov and 496,917 unique visitors on
CuidadoDeSalud.gov between 11-15-14 and 12-20-14. Visitors to the Marketplace Websites is the sum of monthly data and has
been deduplicated to the extent possible.

(3) Total Calls to the Marketplace call centers includes 501,614 calls with Spanish-speaking representatives and 6,326,090 other
calls between 11-15-14 and 12-20-14.

(4) Total 2015 Marketplace Plan Selections represents cumulative data on the number of unique individuals who have selected a
2015 Marketplace medical plan for enrollment through the individual market Marketplaces (with or without the first premium
payment having been received directly by the Marketplaces or the issuer). This is also known as pre-effectuated enrollment.
These data do not include: cancellations and terminations; a count of the number of individuals who have selected a standalone
dental plan; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been
granted a Special Enrollment Period (SEP). See Appendix C for technical notes.

Source: Centers for Medicare & Medicaid Services, as of 12-23-2014.
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SECTION II. DATA FOR THE 14 STATES USING THEIR OWN MARKETPLACE
PLATFORMS

Initial data indicate that over 600,000 individuals have selected 2015 Marketplace plans in the 14
states (including DC) that are using their own Marketplace platforms for the 2015 coverage year.
This includes:

e 161,752 Marketplace plan selections in two states reporting only data for new consumers
(California and New York);

e 153,011 Marketplace plan selections in seven states reporting data on new consumers and
consumers actively reenrolling in Marketplace coverage (Colorado, District of Columbia,
Hawaii, Maryland, Massachusetts, Minnesota, and Rhode Island); and

e 318,075 Marketplace plan selections in five states reporting data on new enrollees,
consumers actively reenrolling in Marketplace coverage, and automatic reenrollees
(Connecticut, Idaho, Kentucky, Vermont, and Washington).

Data on consumers reenrolling in Marketplace coverage are not yet available for all 14 of these
states, nor is a complete breakdown of new consumers versus consumers reenrolling in
Marketplace coverage available. Several states could not separate out data for new consumers
compared to consumers reenrolling in Marketplace coverage due to system vendor changes or
other information technology system issues. Also, five states initiated automatic reenrollment
prior to 12-14-2014 and these reenrollments are included in their plan selection data.

SECTION III. METHODOLOGICAL OVERVIEW

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

This report includes data that are currently available on enrollment-related activity for the first
month of the open enrollment period — which generally corresponds with data from 11-15-14 to
12-15-14 for the 37 HealthCare.gov states, and from 11-15-14 to 12-13-14 for most of the states
that are using their own Marketplace platforms for the 2015 coverage (see Table 4 below).

Table 4
Marketplace Type Reporting Period
States Using the HealthCare.gov Marketplace Platform (37 states) 11-15-14 to 12-15-14*
States Using Their Own Marketplace Platform (14 states)
California 11-15-14 to 12-14-14
Other 13 States (including DC) 11-15-14 to 12-13-14

*Data for call center and website visits are for 11-15-2014 — 12-20-2014

_____________________________________________________________________________________________________________|
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Data for certain metrics are not yet available for several of the states that are using their own
Marketplace platforms. Additionally, some states (Connecticut, [daho, Kentucky, Vermont, and
Washington) initiated automatic reenrollments prior to 12-14-2014; automatic reenrollments are
included in these states’ plan selection data. This report does not include complete data on the
number of individuals with 2014 Marketplace coverage who have selected health insurance
coverage through the Marketplace that can begin on January 1, 2015 because the automatic
reenrollments were not completed during the one-month period this report examines. In
addition, some states extended their deadline for plan selection for January 1 coverage or offered
special enrollment periods to consumers experiencing longer than normal wait times or other
challenges.8 K

It is important to note that data for the 14 states that are using their own Marketplace platforms
include new consumers but not all states are reporting reenrollments (California and New York
are only reporting data for new consumers) and some states are not separately reporting data for
new consumers and consumers who are reenrolling in Marketplace coverage. Most of the 14
states include activity through 12-13-14 (however data for California are through 12-14-14),
ending prior to the surge associated with the deadlines for January 1st coverage.'® Please refer to
Appendix C for additional technical notes.

This report also includes data on the characteristics of persons who have selected a Marketplace
plan through the 37 states that are using the HealthCare.gov platform for 2014. In some cases,
the data for certain characteristics of Marketplace plan selections are not yet available in selected
states.

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

8 For example, in the HealthCare.gov states, the deadline for Marketplace coverage beginning on January 1st was 12-15-14.
However, consumers in these states who experienced longer than normal wait times or other challenges as a result of increased
website and call center activity near the December 15th deadline will be eligible for a Special Enrollment Period.

° Dan Mangan, “More Extensions as Obamacare Deadline Looms,” accessed at http://www.cnbc.com/id/1022690824.

1911 the States that are using their own Marketplace platform, the deadline for Marketplace coverage beginning on January 1st
varies. The deadline in the District of Columbia and Kentucky was December 15th, but some states have announced later
deadlines. For example, the deadline in Maryland was December 18th; the deadline for Connecticut was December 19th; the
deadline in New York and Idaho was December 20th; the deadline in California was December 21st; the deadline in
Massachusetts, Rhode Island, and Washington was December 23rd; and the deadline in Hawaii, Minnesota and Vermont is
December 31st. Additionally, Connect for Health Colorado has offered to work with people who started the process before the
December 15th deadline, but were not able to finish enrolling, to complete their application for January coverage.
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SECTION IV: APPENDICES
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APPENDIX TABLE A
Marketplace Plan Selections by Gender, Age, Metal Level, Financial Assistance Status,
Race/Ethnicity, and Rural Status, in States Using the HealthCare.gov Platform,
11-15-14 to 12-15-14 (1)
States Using the HealthCare.gov Platform for the
2015 Coverage Year
(37 States)
;i Number
Characteristics 11-15-14 to % of b
12-15-14 o of Available Data,
. ; . Excluding Unknown
(not including automatic (3)
reenrollments)
(2)
Total Who Have Selected a Marketplace Plan
Total Number of Individuals Who Have Selected a
Marketplace Plan 3,416,023 n/a
By Gender
Female 1,896,562 56%
Male 1,518,929 44°%%
Subtotal: Plan Selections With Available Data
on Gender 3,415,491 100%
Unknown Gender 532 n/a
By Age
Age < 18 308,507 9%
Age 18-25 333,360 10%
Age 26-34 488,825 14%
Age 35-44 520,425 15%
Age 45-54 732,671 21%
Age 55-64 1,016,196 30%
Age 265 16,038 0%
Subtotal: Plan Selections With Available Data
on Age (2) 3,416,022 100%
Unknown Age n/a n/a
Ages 18 to 34 822,185 24%
Ages 0 to 34 1,130,692 33%
By Metal Level
Bronze 706,150 21%
Silver 2,321,915 68%
Gold 265,657 8%

1
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Exhibit 33.
Languages Spoken and English Proficiency of Medicare Beneficiaries, Ages 65 and Older, California, 2012

English Speaker

Spam.sh Speak.er— - 7.4%

English Proficient

Spanish Speaker — - 6.7%
Not English Proficient

Other Language— - 4.4%
Not English Proficient

Other Language— - 43%
Not English Proficient

Asian Language -
English Proficient

Other Language -

3.0%

0.9%

Not English Proficient

Notes:

Source:

Medicare is comprised of Medicare Only All Year, Medicare and
Medi-Cal and Employer-Paid All Year, Medicare and Medi-Cal

All Year, and Medicare and Employment-Based Coverage All Year,
Medicare + Employment-Paid Medigap or HMO All Year, Medicare
+ Privately Purchased Medigap or HMO All Year, and Medicare +
Medigap or HMO, Unknown Payer All Year.

“Spanish Speaking” includes: Spanish Only, and English and
Spanish. “Asian Language” includes: Chinese, Vietnamese, Korean,
Other Asian Language, English and Chinese, and English and
Another Asian Language. “Other Language” includes: Other Non-
Asian Language, English and European Language, English and One
Other Language, and Other Languages.

Numbers may not add to 100% due to rounding.

2011/2012 California Health Interview Survey

73.4%




Health Needs and Characteristics
of the Medicare Beneficiary
Population

There are far fewer elderly individuals in California
who remain uninsured when compared to the
non-elderly population, because Medicare acts as
primary coverage for millions of people in the state.
However, those in the elderly population who are
covered by Medicare are also more likely to report
being in fair or poor health status or having a chronic
illness. In addition, differences exist in health status,
chronic illness, usual source of care, delays, and

ER use among the elderly, even among those who
are enrolled in Medicare. More than half (50.3%)

of dually eligible Medicare/Medi-Cal beneficiaries
reported fair or poor health status, in contrast to the
22.1% with Medicare and other private insurance

or the 23.4% who had Medicare only (Exhibit 34).
Although the rate of diabetes was 7 to 10 percentage
points higher among the dually eligible population,

the rate of chronic illness for Medicare beneficiaries

was comparable across all three groups. It seems that
the self-reported fair and poor health status for the
dual-eligible population was not necessarily linked to
the overall chronic illness burden in the population,
but generally to poor health and disability, coupled
with lower incomes.

The highest rates of having no usual source of care
(9.2%), facing delays in obtaining prescription drugs
(9.7%), and needing to use the ER (29.1%) in the
past 12 months were found in the dual-eligible
population, which makes sense, given their perceived
health status and chronic illness burden. However,
the fact that people with Medicare Only (who did not
have secondary employer-based or Medigap coverage)
faced significant delays in getting medications
(9.1%), needed to use the ER (25.7%), and lacked

a usual source of care (7.5%) may be indicative of
problems with access and affordability in Medicare,
given the high costs of deductibles, coinsurance, and

lack of out-of-pocket spending caps.




Exhibit 34.
Health Care Needs and Status of All Publicly Insured Elderly Adults, Ages 65 and Older, California, 2012

Medicare Medicare Medicare

and Medi-Cal and Other

Health Status

Excellent or Very Good 39.8% 23.2% 47.5%
Good 36.8% 26.5% 30.4%
Fair or Poor 23.4% 50.3% 22.1%
Total 100.0% 100.0% 100.0%
Chronic Conditions

Asthma 5.4% 9.5% 8.4%
Heart Disease 22.1% 20.8% 21.7%
High Blood Pressure 67.0% 66.8% 60.3%
Diabetes 20.2% 27.7% 17.3%
Usual Source of Care

Doctor’s Office/HMO/Kaiser 70.3% 71.8% 86.8%
Community or Hospital Clinic 20.7% 18.4% 9.7%
Emergency Room/Urgent Care - - -
Other Place/No One Place - - 0.5%
No Usual Source of Care 7.5% 9.2% 2.8%
Delays in Health Care

Had Delay in Getting Any Care 6.0% 6.2% 6.0%
Had Delay in Getting Medicine 9.1% 9.7% 7.9%

Emergency Room Visits
At Least One ER Visit in the Past 12 Months 25.7% 29.1% 23.4%

Notes: “Medicare and Medi-Cal All Year” is comprised of Medicare + Medi-
Cal + Employer-Paid All Year and Medicare + Medi-Cal All Year.
“Medicare and Other” is comprised of Medicare + Employment-Based
Coverage All Year, Medicare + Employment-Paid Medigap or HMO
All Year, Medicare + Privately Purchased Medigap or HMO All
Year, and Medicare + Medigap or HMO, Unknown Payer All Year.

Numbers may not add to 100% due to rounding.

— Unstable estimate due to coefficient of variation greater than 30%.

Source: 2011/2012 California Health Interview Survey




Conclusions

As the reliance on public programs grows, those
same programs face barriers in providing care to their
beneficiaries due to payment reductions, higher out-
of-pocket costs, and the greater cost of health care in

general.

Many changes nationally and statewide will alter
the landscape in public coverage, to be noted in the
next SHIC report. Starting in January of 2013, the
Healthy Families program was transitioned to Medi-
Cal, so that children ages 0-18 with family incomes
up to 250% FPL were moved into Medi-Cal managed
care products or fee-for-service in rural counties.
Then, in January of 2014, Medi-Cal expanded to the
childless adult population earning up to 138% FPL
(and parents earning 106% to 138% FPL), and all
full-scope Medi-Cal beneficiaries were concurrently
transitioned into managed care in all counties. The
number of enrollees in Medi-Cal will surge due to
both changes, and the impact of Medi-Cal provider
networks, reimbursement, and benefits will be

important to monitor.

Public coverage from Medi-Cal, Healthy Families,
and Medicare covers a large proportion of Californians,
with more than 12 million relying on these state and
federal programs to care for their health needs. It is
evident that the populations enrolled in Medicare,
Medi-Cal, and Healthy Families are some of the more
vulnerable groups within the state: children and
mothers from low-income families, the elderly and
disabled, and children whose parents cannot afford

coverage on their own.

The burden on public programs, especially Medi-
Cal and Healthy Families, initially increased due to
the recession of 2008 and the stagnant employment

market that has decreased the number of full-time,
commercially insured workers. However, even as

the unemployment rate has declined, it still appears
that job-based health coverage for dependents and
parents has not improved as hoped. The state received
additional funding to operate these programs via
federal stimulus dollars, but that money is no longer
available to support the program as the economy
recovers. The ACA’s Medicaid expansion will pay for
the full cost of the Medi-Cal expansion from 2014 to
2016, and it will continue to contribute at least 90%
in 2020 and beyond. However, the existing Medi-Cal
enrollee population will continue to receive only a
partial match from the federal government.

These programs will be bolstered by new investment
in 2014 and beyond, with the ACA extending the life
of Medicare through payroll tax increases for higher-
income workers and providing more support for states
to operate both Medicaid and their Children’s Health
Insurance Programs. As Medi-Cal becomes a larger
source of public coverage, there are opportunities and
risks. The strengthening of Medi-Cal via additional
matching funds, the addition of newly insured
individuals in 2014, and coordination through
private managed care plans should alleviate pressure
from other parts of the safety net, including public
hospitals and community health centers that provide
the bulk of care for the uninsured and low-income
populations. However, there are risks related to
provider reimbursement, capacity, and sustainability
in the face of federal budget pressures that could

undermine this investment in public programs by
the ACA.



The Role of Insurance in Access to Care

Nadereh Pourat




Health insurance is a significant determinant of
access to care because it reduces financial barriers to
the use of essential health care services, including
primary care and emergency services. Individuals
with health insurance coverage have better access to
primary care providers who serve as the first point
of contact with the health care system, manage the

patient’s preventive and chronic health care needs,

and coordinate patient care with specialists and

other providers. Individuals with health insurance
coverage are also empowered to use health care as
needed, and they have more options in their choice of
providers. Access to care varies by type of insurance
due to variations in benefits and cost-sharing levels,
although some of the challenges resulting from these
variations will be addressed by provisions of the
Patient Protection and Affordable Care Act (ACA)
that took effect in January 2014.




Health Insurance Improves Access
to Primary Care Providers

Insurance allows individuals to establish relationships
with primary care providers who are the first point

of contact when care is needed and who improve
continuity of care. According to data from the 2011-
2012 California Health Interview Survey (CHIS),
insurance type continues to be associated with having
a usual source of care and with the setting in which
the usual provider operates. Among adults, those
who were uninsured all year (52%) were most likely
to be without a usual source of care, and those with
employment-based coverage all year (8.6%) were least
likely to be without a usual source of care (Exhibit
35). Individuals with employment-based coverage

more frequently reported using office-based private

Exhibit 35.

doctors for their usual source of care (74.8%) than did
those with individually purchased all-year coverage

(68.1%).

In contrast, adults with Medi-Cal all year most
frequently reported a clinic as their usual source

of care (38.4%; Exhibit 35). In addition, many
individuals who were uninsured all or part of the year
also reported using clinics as their main usual source
of care (30.3% and 26.7%, respectively). The role of
insurance coverage in having a usual source of care
and the setting of the providers was similar among
children and adults, with one notable difference:
among those who were uninsured all year, a smaller
proportion of children than adults reported no usual
source of care (34.8% and 52%, respectively;
Exhibit 35).

Health Insurance Coverage During Last 12 Months by Usual Source of Care Among Nonelderly Adults and Children,

Ages 0-64, California, 2012

. No Usual Source of Care . Private Doctor

Clinic

Uninsured All Year 52.0% 30.3%
<
g Uninsured Part Year 36.8% 26.7%
P’
g’ Medi-Cal All Year 19.8% 38.4%
g
[ee]
S Uninsured Part Year 22.1% 31.1%
g
< Medi-Cal All Year 10.9% 41.7%
3

Note: Numbers may not add up to 100% because of rounding.

Source: 2011/2012 California Health Interview Survey

)

3



Health Insurance Improves
Receipt of Preventive, Primary,
and Urgent Care

Health insurance is associated with important
preventive services, such as flu shots. The rates of

flu shots were generally higher among children ages
0-11 than adults (Exhibit 36). Among children, those
with employment-based coverage all year (48.8%),
individually purchased coverage all year (60.9%),

Exhibit 36.

and Medi-Cal all year (52.1%) had the highest rates
of flu shots, while those uninsured all year (31.6%)

or part year (36.1%) had the lowest rates. A similar
pattern was observed among adults: the insured were
more likely to receive flu shots than the uninsured.
However, adults with individually purchased
insurance all year (27.2%) were less likely than adults
with employment-based coverage all year (35.4%) or
Medi-Cal all year (32.9%) to have received a flu shot.

Flu Shot Rates by Health Insurance Coverage During Last 12 Months Among Nonelderly Adults, Ages 19-64, and

Children, Ages 0-11, California, 2012

15.5%

Uninsured All Year

Uninsured Part Year

. Individually Purchased All Year
. Medi-Cal or Healthy Families All Year

. Employment-Based Coverage All Year

Adults, Ages 19-64

Children, Ages 0-11

Note: Data for ages 12-17 were not available in CHIS 2011/2012.

Source: 2011/2012 California Health Interview Survey



Health insurance is also associated with a higher
likelihood of outpatient visits. Among adults, those
uninsured all year (48.5%) were most likely to have
had no doctor visits, while adults with employment-
based coverage were least likely to have had no doctor
visits (15.7%; Exhibit 37). Among adults with any

doctor visits, those with employment-based and

Exhibit 37.

individually purchased coverage (62.8%) were most
likely to have had between one and four visits. The
patterns of visits given the type of insurance coverage
were similar among children and adults, although
the overall proportions without any doctor visits were

lower among children than adults.

Health Insurance Coverage During Last 12 Months by Number of Doctor Visits Among Nonelderly Persons, Ages

0-64, California, 2012

B ovisits

<

ﬁ Uninsured Part Year 25.6%

:U,;’ Medi-Cal or Healthy Families All Year

g Individually Purchased All Year 19.3%
Employment-Based Coverage All Year -

e

iy Uninsured Part Year 21.3%

g

< Medi-Cal or Healthy Families All Year 11.3%

o

e -

% Individually Purchased All Year

Employment-Based Coverage All Year

-Unstable estimate due to coefficient of variation greater than 30%.
Numbers may not add up to 100% due to rounding.

Source: 2011/2012 California Health Interview Survey

1 to 4 Visits

Uninsured All Year 39.4% 54.2% 6.4%
1.

. 5 or More Visits

53.2%

48.6%

62.8%

62.6%

64.8%

70.3%

71.0%

74.7%




Insurance coverage is associated with higher rates

of emergency room (ER) use in the past year.

Among adults, the rates of emergency room visits
were lowest for those uninsured all year (12.1%),
and highest for those with Medi-Cal or Healthy
Families (32.3%; Exhibit 38), suggesting difficulty
in accessing a doctor’s office for regular care. ER visit
rates were similar among adults with employment-
based insurance (15.2%) and individually purchased
insurance (13.4%). Adults who were uninsured for part
of the year (22.8%) had even higher rates than those
with employment-based insurance or individually
purchased insurance. It is not clear why those who

Exhibit 38.

were uninsured part of the year had the highest rate
of ER visits, but the reasons might include loss of

coverage due to illness or poor health status.

The patterns of ER visits were similar for adults and
children. Among children, ER visit rates were lowest
among those uninsured all year (11.9%; Exhibit

38), higher for those with employment-based and
individually purchased coverage (16.8% and 17.6%,
respectively), and highest for those who had Medi-Cal
and Healthy Families coverage (22.4%) or who had
been uninsured part of the year (21.4%).

At Least One Emergency Room Visit in the Last 12 Months by Health Insurance Coverage During Last 12 Months

Among Nonelderly Persons, Ages 0-64, California, 2012

12.1%

Adults, Ages 19-64

Children, Ages 0-11

Source: 2011/2012 California Health Interview Survey

Uninsured All Year

Uninsured Part Year

. Individually Purchased All Year
. Medi-Cal or Healthy Families All Year

. Employment-Based Coverage All Year



Forgone or delayed care due to cost or lack of
insurance is an indicator that financial barriers limit
access due to higher levels of out-of-pocket costs.
Adults without insurance all year (19.7%) were most
likely to report having forgone or delayed needed

medical care due to cost or lack of insurance, followed

Exhibit 39.

by adults who were uninsured part of the year
(23.8%; Exhibit 39). Reporting of forgone or delayed
care due to costs was least common among adults
with employment-based coverage (4.2%), followed by

the other two insured groups.

Reasons for Forgone or Delayed Needed Medical Care by Health Insurance Coverage During Last 12 Months Among

Nonelderly Adults, Ages 19-64, California, 2012

Uninsured All Year

Uninsured Part Year

Medi-Cal All Year

Individually Purchased All Year

Employment-Based Coverage All Year

. Delay Due to Other Reasons

Source: 2011/2012 California Health Interview Survey

4.2%

19.7%

23.8%

10.8%

Delay Due to Cost or Lack of Insurance




Access to Care Under
High-Deductible Plans

High-deductible plans are designed to reduce the
use of non-urgent and discretionary services through
greater cost sharing. These plans can be combined
with a voluntary savings account to pay for services
subject to the deductible. Starting in 2014, all plans
in California, including high-deductible plans, must
have standard benefits and cover preventive care and
some primary care services without applying either
a copayment or deductible, in compliance with the

Exhibit 40.
Nonelderly Adults with Doctor Visits, Emergency Room Visits, and Flu Shots During Last 12 Months by High-
Deductible Coverage and Health Savings Accounts, Ages 19-64, California, 2012

ACA." ' Prior to implementation of the ACA, many
of these plans either did not provide comprehensive
benefits or varied in cost-sharing levels, and they may

thus have negatively impacted access to care.

An estimated 15% of employment-based and 18%

of individually purchased plans in California were
high-deductible plans, and the great majority of these
(15% and 13%, respectively) were not associated
with health savings accounts (HSAs; data not shown).
Measures of access under high-deductible plans,

including doctor visits and ER visits in the past year,

13 Pourat N, Kominski G. Private Health Insurance. In Kominski G, ed.
Changing the U.S. Health Care System: Key Issues in Health Services Policy
and Management (4th ed). San Francisco: Jossey-Bass, 2013.

14  Kominski G. The Patient Protection and Affordable Care Act of 2010.

In Kominski G, ed. Changing the U.S. Health Care System: Key Issues in
Health Services Policy and Management (4th ed.). San Francisco: Jossey-
Bass, 2013.

Doctor Visit(s) Emergency Room Visit(s)

Does Not Have High-Deductible

High-Deductible Plan without
Plan Health Savings
Account

Source: 2011/2012 California Health Interview Sutvey

Flu Shot

High-Deductible
Plan with Health
Savings Account




showed significant differences based on availability
of an HSA (Exhibit 40). Specifically, enrollees with
HSAs were more likely to have had at least one
doctor visit in the past year (89%) compared to
those without an HSA (78%). Enrollees with high-
deductible coverage and an HSA were less likely to
have visited the emergency room in the past year
(9.8%) than those without an HSA (12.8%) or
without a high-deductible plan (14.7%).

The rate of flu vaccinations also varied by whether

people had high-deductible coverage. Among adults

Exhibit 41.

with employment-based coverage, those without
high-deductible coverage and those with high-
deductible coverage and an HSA were equally likely
to receive a flu shot (35.2% vs. 35.1%, respectively),
while those with high-deductible coverage without
an HSA had a lower rate (27.5%; Exhibit 40).

Forgoing or delaying needed medical care due to cost
or lack of insurance was reported more frequently
among those covered by individually purchased high-
deductible plans (16.1%) compared to those without
high-deductible plans (6.6%; Exhibit 41).

Forgone or Delayed Needed Medical Care by High-Deductible Insurance Coverage Among Nonelderly Adults,

Ages 19-64, California, 2012
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Racial/Ethnic Disparities in Access
Persist

Insurance coverage increases the likelihood of access
significantly for everyone. However, racial/ethnic
disparities in access frequently persist despite having
health insurance. For example, among adults with
employment-based coverage, Latino (10.6%) and
Asian American/Pacific Islander adults (10.3%)

Exhibit 42.

more frequently reported no usual source of care than
white adults (7.2%; Exhibit 42). In contrast, whites
more frequently reported no usual source of care than
African-American adults (5%). Among Medi-Cal
beneficiaries, Latino adults were most likely to report
no usual source of care, at 24.9% —substantially
higher than all other groups, which reported
statistically similar rates.

Rates of Not Having a Usual Source of Care by Racial and Ethnic Group Among Nonelderly Adults with Employment-
Based Coverage or Medi-Cal All Year, Ages 19-64, California, 2012
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Disparities in usual source of care coincided with were least likely to report this (Exhibit 43). Among

disparities in doctor visits. Among those with those with Medi-Cal coverage, whites (10.2%) and
employment-based coverage, Asian Americans/Pacific African-Americans (10.0%) were least likely to report
Islanders (20.3%) were most likely to have had no having had no doctor visits.

visits to the doctor, and African-Americans (11.4%)

Exhibit 43.
Rates of No Doctor Visits During Last 12 Months by Racial and Ethnic Group Among Nonelderly Adults with
Employment-Based Coverage or Medi-Cal All Year, Ages 19-64, California, 2012
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Despite these disparities in usual source of care and
doctor visits, non-whites less frequently reported
having delayed or forgone medical care in the past
year. Among those with employment-based coverage,
whites (14.8%) were more likely to report delays
than all other groups (Exhibit 44). The same pattern

Exhibit 44.

was also observed among those with Medi-Cal
coverage. However, Asian Americans/Pacific Islanders
(6.9%) were least likely to report such delays.
Underreporting of delays or forgone care is possible,
since some non-white populations have been found to
underreport health problems.

Rates of Delays in Medical Care During Last 12 Months by Racial and Ethnic Group Among Nonelderly Adults with
Employment-Based Coverage or Medi-Cal All Year, Ages 19-64, California, 2012
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Conclusions

The findings in this chapter confirm that health
insurance plays a central role in access to health

care. Health insurance is essential to having a usual
source of care, which can provide continuity, improve
receipt of preventive care services, and reduce use

of urgent and emergency services for insured and
uninsured alike. Health insurance improves the
likelihood of receipt of preventive services such as flu
shots, improves rates of doctor visits, and reduces the

likelihood of delaying or forgoing needed medical care.

Variations in health care use, particularly among
those with public coverage or high-deductible plans,
highlight the need for policy interventions to reduce
such differences. For example, the higher rates of
ER visits for those with Medi-Cal coverage are most
likely a reflection of barriers in access to primary care
providers who accept Medi-Cal or of an insufficiency
of resources to provide better care for Medi-Cal
enrollees. Medi-Cal has been transitioning several
eligibility categories to managed care; the trend in
high rates of ER use will be important to monitor
in future reports. Similarly, the variations in service
use among enrollees with high-deductible plans

highlight the importance of cost-sharing protections

for these individuals.

Racial/ethnic disparities in access to care despite
insurance coverage are a significant and persistent
problem that highlight the need for policy solutions
addressing cultural, linguistic, and systemic barriers
to access. Policy solutions include, but are not limited
to, tailoring care delivery to target populations and
improving the cultural and linguistic competency of

providers.

The successful enrollment of previously uninsured
individuals in Covered California and Medi-Cal
following the implementation of the ACA bodes
well for access to preventive and other needed health
care by newly insured Californians. However, the
data provided in this chapter indicate that while
health insurance alleviates barriers in access to care,
other barriers—such as the capacity of the system
to provide care to the newly insured population—

should remain a central policy focus.







The Affordable Care Act and

Its Impact on California’s Uninsured

Gerald F. Kominski




The Affordable Care Act (ACA) of 2010 is expected
to substantially reduce the high rate of uninsurance
in California and the nation. The major provisions
of ACA did not go into effect until the beginning
of 2014, with the availability of federal subsidies

to buy insurance through Covered California and
the state’s Medi-Cal expansion. Therefore, this
report provides an essential baseline for the health
insurance status of Californians in the period just
prior to the implementation of ACA provisions that
are expected to yield a significant reduction in the
number of uninsured Californians. As of May 2014,
Covered California reported that almost 1.4 million
Californians had purchased insurance through the
exchange, including 1.2 with subsidies, and roughly
2.0 million more had enrolled in Medi-Cal, with
another 800,000 applications still being processed.
Although not all of these individuals were previously
uninsured, we expect that these overwhelming
numbers will produce significant reductions in

the number of uninsured Californians that will be

documented in the next edition of this report.

The ACA is the most significant piece of health

care legislation since the enactment of Medicare and
Medicaid in 1965, and it promises to substantially
reduce the high rate of uninsurance in California and
the nation. Because the major provisions of ACA did
not go into effect until 2014, Californians continued

to experience high rates of uninsurance in 2011/12,

the time period covered by this report. Although the

state had experienced significant economic recovery
since the Great Recession that began in late 2008,
4.26 million nonelderly Californians reported being
uninsured all year in 2012, and another 2.66 million
reported being uninsured part of the year. The overall
rate of uninsurance was lower in 2012 compared to
our last report using 2009 data for those ages 0-39,
but the rate was slightly higher for those ages 40-64.

California was the first state to establish a state-based
marketplace — or health benefit exchange — under the
ACA, known as Covered California. In October 2013,
Covered California opened for business. Despite
some relatively minor glitches, it avoided the major
problems experienced by the 36 states that defaulted
to the federally facilitated marketplaces operated

as part of the healthcare.gov website. California’s
commitment to broadly expanding coverage under
the ACA produced tremendous success in enrollment
both in exchange-based policies and in the Medi-Cal
program. In addition, about 1.9 million Californians
were newly enrolled in Medi-Cal, including almost
650,000 who were previously enrolled in the state’s
Low-Income Health Program (LIHP) Medicaid

1115 waiver demonstration project. LIHP allowed
counties to leverage their expenditures for eligible
enrollees—uninsured adults who are citizens or legal
residents with at least five years of residency and with
incomes below 200% of the federal poverty level—
to qualify for federal matching funds for health care
services provided to LIHP enrollees. LIHP therefore




served as a “Bridge to Reform” by providing health
care coverage for 650,000 Californians who would
otherwise have remained uninsured until 2014.
LIHP enrollees were automatically transitioned into
Medi-Cal on January 1, 2014, without the need

to enroll individually. In total, Covered California
enrolled more than 2.5 million Californians in either
private insurance offered through the exchange or in
Medi-Cal. To place this accomplishment in context,
Covered California enrolled more than twice the
number of individuals covered by CalPERS, and it
enrolled more Californians than all but two of the

largest private insurers in the state.

Of course, not all the individuals enrolled by Covered
California were previously uninsured. We expect that
many of the 1.4 million Californians who purchased
insurance through Covered California both with and
without subsidies were previously insured. These
individuals took advantage of either federal subsidies
or more affordable premiums offered through the
exchange to purchase more affordable insurance.
These efforts to make insurance more affordable
provide important financial benefits to low- and
middle-income Californians, but they won’t reduce
the rate of uninsurance. Previous research by Center

researchers, in collaboration with UC Berkeley and




using the California Simulation of Insurance Markets
(CalSIM) model, suggested that 57 percent of those
enrolling in Covered California with subsidies and
75 percent of those newly eligible for Medi-Cal

were previously uninsured.” If these estimates prove
accurate, more than 1.5 million Californians were
newly insured in 2014 due to the ACA. This total

is in addition to the 650,000 LIHP enrollees who
were “pre-enrolled” in Medi-Cal, plus the more than
500,000 young adults ages 19-26 who were newly
insured through their parents’ insurance policies after
2010 as a result of the ACA.'® Therefore, in our next
report, we have good reason to expect that between

2.6 and 2.7 million Californians will have been newly
insured by the end of 2014 as a result of the ACA.

In this report, we've already observed some of the
early impacts of the ACA, including a reduction in
the rate of uninsured young adults ages 19-26. Given
the substantial first-year success of Covered California
in meeting and exceeding its enrollment targets, we
believe that significant reductions in the number

of uninsured Californians have already occurred in

California. We expect these reductions to show up in

15  CalSIM version 1.8 Statewide Data Book, 2014—2019. Available at
bitp://healthpolicy. ucla.edulprograms/health-economics/projects/ CalSIM/
Documents/CalSIM_Statewide. pdf.

16  Families USA. The New Health Care Law: Fact Sheet, March 2011.
Available at hetp://familiesusa.org/sites/ defanlt/files/product _documents/
Benefuts-of-Health-Care-Law. pdf.

the 2013/14 CHIS survey. While the recovery from
the Great Recession has produced improvements

in the unemployment rate, the state budget, and

the overall economic conditions of California,

those improvements have not produced substantial
improvements in the health insurance status of
Californians, at least in terms of stemming the
erosion in employment-based insurance. As a result,
the ACA may be even more important to securing the
health insurance status of millions of Californians in
the future who otherwise might have been uninsured
despite the growth of the state’s economy and its
ongoing recovery from the Great Recession.



http://healthpolicy.ucla.edu/programs/health-economics/projects/CalSIM/Documents/CalSIM_Statewide.pdf
http://familiesusa.org/sites/default/files/product_documents/Benefits-of-Health-Care-Law.pdf
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Window Shopping on Healthcare.gov and the State-Based
Marketplaces: More Consumer Support is Needed

In-Brief

This data brief examines the window-shopping experience that consumers encountered on each health insurance marketplace

website during the first two weeks of the Affordable Care Act’s second open enrollment period. The marketplaces have made some
progress toward adopting the recommended “Top 5 Rules for Decision Support.” Shoppers found plenty of sorting and filtering
options, but insufficient information about providers and little true decision support. Although there is still a long way to go, there

are grounds for optimism about further progress for the next open enrollment period.

Research has shown that choice architecture
can have a significant impact on the decisions
that people make when choosing among
available options. Coined by behavioral
economists, the term “choice architecture”
refers to the conscious effort to design the
environment in which people make decisions,
with the goal of improving those decisions. In
the context of the web portals for the health
insurance marketplaces, choice architecture
can include the order in which the available
health plans are displayed, the amount and type
of information that is displayed regarding each
plan, as well as the availability of sorting and/
or filtering options, just to name a few. Good
choice architecture does not necessarily focus
on the number of options (although there is
concern that too many options may overwhelm
the consumer), but rather on structuring choice
environments so that consumers are most
likely to pick the option that is optimal for them,
based on their needs and preferences.

Based on existing research on choice
architecture, with assistance from LDI’'s Tom
Baker and his co-author Eric Johnson, and

with funding from the Robert Wood Johnson
Foundation, the Pacific Business Group on
Health (PBGH) developed in 2013 the “Top 5
Rules for Decision Support” for the ACA’'s health

insurance marketplaces. PBGH recommended
that the marketplaces: 1) provide individualized
total cost estimates to allow consumers to
make meaningful financial comparisons; 2)
offer an individualized, smart plan presentation
that displays plans in the order of their fit for
the consumer selecting the plan, but allows
customized sorting and filtering; 3) include short
cuts that allow consumers to choose plans
without detailed comparisons if they wish; 4)
use an information hierarchy that highlights
what matters most to consumers and allows
them to access additional information in a
second layer, and 5) include an integrated
provider directory that allows consumers to
determine which individual providers and

how many different kinds of providers are

in the networks of each plan. These basic
recommendations guided our investigation

into the features of each state’s marketplace
website.

Dr. Charlene Wong’s recent article in the Annals
of Internal Medicine, “The Experience of Young
Adults on HealthCare.gov: Suggestions for
Improvement,” also provided insight that guided
our investigation. Dr. Wong’s study followed a
group of educated young consumers as they
went through the insurance enrollment process
on HealthCare.gov last year. Study participants

struggled with insurance terminology
(“deductible,” for example), felt overwhelmed
by the amount of information, misunderstood
eligibility for subsidies, and expressed a desire
for more and better decision support.

WHAT WE DID:

Our team of researchers collected data by
visiting the websites for each of the state-based
health insurance marketplaces and
Healthcare.gov during the initial 15 days of the
second open enrollment (November 15-30,
2014), systematically engaging in the window
shopping experience, and filling out a survey

of the web portal features that were available
without creating an account.

We identified over 25 aspects of choice
architecture that we used to compare the web
portals. At least two researchers independently
surveyed each web portal; supervisors audited
the results and resolved any discrepancies by
visiting the web portal. The research team took
and retained detailed screenshots of web pages
in order to allow each answer in the survey to
be verified by supervisors and available for
subsequent research and analysis. Our process
simulated a typical shopping experience on
each marketplace. It is possible that we may


http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2291598
http://www.pbgh.org/key-strategies/engaging-consumers/216-supporting-consumers-decisions-in-the-exchange
http://www.pbgh.org/key-strategies/engaging-consumers/216-supporting-consumers-decisions-in-the-exchange
http://ldi.upenn.edu/about/news/2014/07/07/new-penn-study-outlines-how-to-improve-healthcare-gov
http://ldi.upenn.edu/about/news/2014/07/07/new-penn-study-outlines-how-to-improve-healthcare-gov
http://ldi.upenn.edu/about/news/2014/07/07/new-penn-study-outlines-how-to-improve-healthcare-gov

have missed certain features, but, if so, those features were not
apparent to multiple observers with experience navigating the
web portals and, thus, would be unlikely to be readily apparent
to an ordinary consumer.

In order to standardize data collection, researchers provided

the same demographic information when window shopping on
each state’s website, wherever possible: 30 years old, female,
$25,000 annual income (alternately, $10,000 was used when
answering questions related to Medicaid), and one person

per household. These basic demographics ensured that our
“shoppers” would be eligible for tax credits and cost sharing
subsidies (gross income between 138% and 250% of the
Federal Poverty Level (FPL)), and that pregnancy status could be
factored into potential Medicaid eligibility, where applicable.

FINDINGS

Total cost estimates: None of the web portals offer consumers a
personalized total cost estimate that shows consumers the sum
of their premiums (net of subsidies) and estimated out-of-pocket
expenses. The California and Idaho marketplaces point in the
right direction, however, by presenting estimated total costs
based on low, medium and high use of medical services.

Smart presentation of plans: None of the web portals are
able to present plans following PBGH’s “smart organization”
recommendation, but California and Minnesota point in the
right direction. California provides an initial sort organized by
estimated overall cost, and Minnesota provides an initial sort
organized according to consumer preference.

Although Healthcare.gov and most of the state marketplaces
have robust sorting and filtering capacities along most of

the dimensions that we looked for, it is doubtful that these
capacities, alone, promote good decisions. In most cases the
portals first present plans according to premium, from least
to most expensive, and then offer users the ability to sort and
filter along other dimensions, without suggesting, or providing
a tool that the consumer can use to determine, an “all things
considered,” personalized best fit. The research shows that
consumers need more help than this.

Shortcuts: None of the marketplace web portals implement the
PBGH recommendation that consumers be given “the choice
between the long road (e.g., more preference questions and plan
details) and the short cut (e.g., fewer preference questions and
plan details).”

Information hierarchy: All of the web portals employ some
version of an information hierarchy that highlights summary
information in the initial presentation and allows consumers to
see additional information in a second layer.
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Provider directory: Only six of the state-based marketplace web
portals contain an integrated provider look-up, and only three
of those - Kentucky, Massachusetts, and Washington - include
a look-up for participating hospitals. Healthcare.gov does not
contain an integrated provider directory for the states that we
reviewed.

Additional findings: In addition to examining whether the

web portals implemented the PBGH decision support
recommendations in the window shopping experience, we
analyzed whether the web portals 1) informed consumers of
Medicaid eligibility, 2) “nudge” those consumers who are eligible
for the very valuable cost sharing subsidies toward the silver
plans that are eligible for these subsidies, 3) provide quality
ratings, 4) contain a prescription drug formulary look-up tool
analogous to the recommended provider look-up tool, and 5)
contain easy to find definitions of terms as recommended by Dr.
Wong.

All of the marketplaces except New York inform window shopping
consumers of Medicaid eligibility (we understand that the New
York real shopping experience does so). Five of the state portals
provide the recommended cost sharing eligibility nudge. Five

of the states provide plan quality ratings. Only one of the web
portals - Colorado - contains an integrated formulary look-up
tool, and that tool is hard to find on the Colorado web portal.
Finally, most of the web portals contain easy to find definitions
of health insurance terms, but Healthcare.gov and five of the
state portals do not employ the preferred pop-up definitions that
appear whenever the cursor points to a health insurance term.

Table 1 presents the web portal survey results regarding total
cost estimates, provider directory, and the aspects of decision
support not included in the PBGH recommendations.

Table 2 presents the web portal survey results regarding smart
presentation of plans.

Comparison between window shopping in the first and second
open enrollment: We also compared the results of the second
open enroliment window shopping survey with a partial survey
conducted during the first open enroliment. These comparisons
are available in an online appendix. There were relatively

few differences in choice architecture between the first and
second open enrollment window shopping experience. This is
unsurprising given the short time between the first and second
open enroliments. Differences include more robust sorting and
filtering capacities in the second open enroliment on
Healthcare.gov and some states, the availability of the overall
cost estimates on the California and Idaho portals, greater use
of the cost sharing nudge, provider look-up tools, and quality
ratings in the second open enroliment web portals. Most of
these differences are encouraging steps in the right direction.
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DISCUSSION

The web portals for the health insurance marketplaces
are making progress toward following choice architecture
recommendations but there is still a long way to go.

The portals generally provide robust sorting and filtering options,
but they do not provide robust decision support. Except for the
limited information provided on the California and Idaho portals,
consumers cannot compare their total estimated costs under
the available plans. Nor is it possible for consumers to see the
plans ranked in terms of best fit for them, though Minnesota’s
MNsure portal has taken some steps in that direction.

With that said, it is important to emphasize that the PBGH

total cost and smart presentation recommendations were very
difficult for the public web portals to implement in time for

the fall 2014 open enrollment period, as the necessary data
analytics and technology solutions are only just now being
developed. Medicare.gov has total cost calculators available for
Part D prescription drug plans, but not for Medicare Advantage
plans, which are more analogous to the health plans available
on the marketplaces. Based on recent developments in decision
support technology, we expect to see substantial progress
toward adopting these recommendations in the next open
enrollment period.

About the Authors

The web portals also have a long way to go in order to provide
adequate integrated provider directories. Most sites are limited
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look-up tools have proven to be a difficult challenge across

the health care marketplace. With the increasing emphasis on
narrow network plans, there is a pressing need for tools that
will allow consumers to find out which providers are in which
networks and, even more importantly, to value those networks.

While only one of the web portals has a drug and formulary
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Table 1. Decision Support

Provider
Directory

Total Cost Estimates Other Decision Support
Individualized|Standardized | Integrated | Premium | Integrated Qualit Alerted to CSR
STATE Total Cost Total Cost Provider Subsidy Drug Ratin ); Definitions | Medicaid | Subsidy
Estimate Estimate Look-Up | Calculator | Look-Up g Eligibility Nudge

HealthCare.Gov v’ Glossary v

California v v v v Pop-Ups v v
Colorado v v v v v Pop-Ups v
Connecticut 4 v v Pop-Ups v v
District of v

Columbia

Hawaii v 4 v’ Glossary v

Idaho v v v Pop-Ups 4

Kentucky * v v v

Maryland v v v v Pop-Ups v v
Massachusetts 4 4 v Pop-Ups v

Minnesota v v Glossary 4

New York v v v Pop-Ups

Rhode Island v v Pop-Ups 4

Vermont - v’ Glossary v v
Washington v v v Pop-Ups v v

* Kentucky’s portal has an out-of-pocket cost estimator that requires the user to report average costs and frequency of office visits and drugs.
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Table 2. Smart Presentation of Plans

Are
Premiums Total Cost |Post-Subsidy| Max Out of

InitialiSort Displayed Estimate Premiums | Pocket Cost

Deductible | Metal Level Plan Type Provider Compare | Other Sort/Filter Options

Post-Subsidy?

Premium Post-Subsidy: v v v 7 v v

HealthCare.Goy Cheapest to most expensive

Out of Pocket cost lowest to

i i v v v

el & highest, based on medical use

Colorado Premium Pre-SubS|dy:. - - v v v
Cheapest to most expensive

Connecticut Premium Pre-SubS|dy:_ " - v v
Cheapest to most expensive

District of Not Available

Columbia (Sample only, by metal level)

Hawaii Premium Pre-Subsidy: o o
Cheapest to most expensive

Premium Post-Subsidy:

e Cheapest to most expensive v v v 4 / 4

Kentucky No discernible order *x *x v v v

Maryland Premium Post-SubS|dy:. v v v v v
Cheapest to most expensive

Massachusetts Premium Pre-SubS|dy:_ " " v v v
Cheapest to most expensive

Minnesota “My Preference Match” ** v v

New York Premium Post-Sub5|dy_: v
Cheapest to most expensive

Rhode Island Premium Post-SubS|dy.: v v v v v v
Cheapest to most expensive

VTRl Not Available
(Sample only, by metal level)

Washington Premium Post-Subsidy: v v v v v v v

Cheapest to most expensive

Insurance Quality FAEL

Company Rating e
v v v v
v v
v v v v
v v v
v v v v
v v v
v v v v
v v v
v v v v
v v
v v v
v v Ve v
v v v v v

Filter by "Medical
Management Programs"

Under filtering, can choose
how much of tax credit to
apply to monthly premium

Filter by HSA-qualified

Under filtering, can choose
how much of tax credit to
apply to monthly premium

Filter by wellness program,
HSA-qualified

Sort by "Coverage Type"
(med/dental)

Filter by HSA-qualified,
“Health Plan Wizard”
function

* While these states allow users to filter by provider, the providers that can be filtered do not include hospitals.
** These states display pre-subsidy premiums only and thus only allow users to sort and/or filter by pre-subsidy premiums.
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Medicaid Moving Forward

Medicaid is the nation’s main public health insurance program for people with low incomes, and it is the single
largest source of health coverage in the U.S. At last count, Medicaid covered over 68 million Americans — more
than 1in every 5 — at some point during the year. States design and administer their own Medicaid programs
within federal requirements, and states and the federal government finance the program jointly. Medicaid
plays many roles in our health care system (Figure 1). Medicaid coverage facilitates access to care for
beneficiaries, covering a wide range of benefits and tightly limiting out-of-pocket costs for care. As a major

payer, Medicaid is a core source of financing for gure 1
safety-net hospitals and health centers that serve Medicaid’s Role in Our Health Care System
low-income communities, including many of the

Health Insurance Coverage Assistance to Medicare Long-Term Care

uninsured. It is also the main source of coverage

33 million children & 19 million Beneficiaries Assistance
and finan(‘jng fOI‘ both nursing home and adults in low-income families; 10 million elderly and disabled 1.5 million institutional
16 million elderly and persons — 21% of Medicare residents; 2.9 million
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millions of uninsured Americans.' Specifically, the
ACA expanded Medicaid eligibility to nearly all
non-elderly adults with incomes at or below 138% of the federal poverty level (FPL) — about $16,105 for an

individual in 2015. This expansion established a new coverage pathway for millions of uninsured adults who
were previously excluded from Medicaid, beginning January 1, 2014. The law also provided for 100% federal
funding of the expansion through 2016, declining gradually to 90% in 2020 and future years. However, the

Supreme Court ruling on the ACA in June 2012 effectively made the Medicaid expansion optional for states.

Beyond expanding Medicaid, the ACA introduced other reforms that improve the program in all states,
regardless of their Medicaid expansion decision. The law required states to simplify and modernize their
enrollment processes, and to create a coordinated eligibility and enrollment system for Medicaid, the
Children’s Health Insurance Program (CHIP), and the Marketplace, to facilitate enrollment and promote
continuity of coverage. The ACA also established an array of new authorities and funding opportunities for
delivery system and payment reform initiatives in Medicare, Medicaid, and CHIP, designed to advance better
and more cost-effective models of care, particularly for those with high needs and costs, whose care is poorly



coordinated, leading to both serious gaps and costly redundancy. Finally, the law provided new options and
incentives to help states rebalance their Medicaid long-term care programs in favor of community-based
services and supports rather than institutional care. Collectively, these provisions have accelerated Medicaid
innovation already underway in many states. Because Medicaid covers many of the highest-need populations in
the U.S., states have unique financial and policy leverage to reform the systems of care that serve them.

Between action in many states to strengthen the Medicaid program and far-reaching ACA provisions in key
Medicaid domains, Medicaid is in a period of historic transformation. While data and analysis on the impact of
the changes underway will take time to emerge, this fact sheet provides a current profile of Medicaid and
highlights developments in the program unfolding at the federal and state level.

Who does Medicaid cover?

Before the ACA, federal law provided federal funding for Medicaid only for specified categories of low-income
individuals: children, pregnant women, parents of dependent children, individuals with disabilities, and people
age 65 and older. States were required to cover individuals in these groups up to federal minimum income
thresholds, but also had the option to expand coverage to people at higher income levels. Importantly, prior to
the ACA low-income adults were largely excluded from Medicaid. In FY 2011, the most current year for which
national data are available, about three-quarters of all Medicaid beneficiaries were children and non-elderly,
non-disabled adults (primarily, working parents), and the elderly and younger people with disabilities
accounted for the remaining one-quarter (Figure 2).

Over the last 25 years, many states have taken

Figure 2

action to expand coverage for children. To Medicaid Enrollees and Expenditures, FY 2011
illustrate, while federal law required states to

provide Medicaid for children up to at least 100% Disabled 15%
FPL (133% FPL for infants), as of October 2014, 26 Elderly 9%
states (including DC) had expanded eligibility to at
least 255% FPL under Medicaid or CHIP, and in
20 of these states, the eligibility cut-off was over
300% FPL. Together, Medicaid and CHIP now Adults 15%
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Elderly 21%

cover more than 1 in every 3 children, and the role
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of the programs is even larger among low-income
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over 28 million children were enrolled in Medicaid

SOURCE: KCMU/Urban Institute estimates based on data from FY 2011 MSIS and CMS -64. MSIS FY 2010 data were used for FL, KS,
ME, MD, MT, NM, NJ, TX, UT, OK but adjusted to 2011 spending levels.

and 5.8 million were enrolled in CHIP.>

The history of Medicaid coverage of adults is sharply different. In 2013, before the ACA Medicaid expansion
took effect, the median state Medicaid income eligibility cut-off for working parents was 61% FPL and, in most
states, non-elderly adults without dependent children (“childless adults”) were categorically ineligible for
Medicaid.? States’ income eligibility thresholds have typically been higher for the elderly and people with
disabilities. States generally must provide Medicaid automatically to seniors and people with disabilities who
receive Supplemental Security Income (SSI) benefits, for which the federal benefit rate is 74% FPL.* States also
have the option to cover elderly individuals and people with disabilities who have more income or high medical
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expenses relative to their income.’ The ACA did not alter the Medicaid eligibility rules for these two groups, but

some adults with disabilities with too much income to qualify through the Medicaid disability pathway may

now qualify for Medicaid through the adult expansion group (in states that have adopted the expansion).

In FY 2010, 14% of all Medicaid beneficiaries — over 9 million — were “dual eligible” seniors and younger

persons with disabilities who are covered by Medicare as well. One of every five Medicare beneficiaries is a dual

eligible. Dual eligible beneficiaries are very poor and many have high health and long-term care needs.

Medicaid assists them with their Medicare premiums and cost-sharing, and covers full Medicaid benefits for a

large majority of them — most importantly, long-term services and supports, for which Medicare benefits are

very limited.

Key ACA reforms. The ACA fundamentally
reformed Medicaid by establishing eligibility for
nonelderly adults, and also by putting in place a
uniform, national minimum income eligibility
threshold of 138% FPL for nearly all individuals
under age 65. The effect of these changes was to
establish Medicaid as the coverage pathway for
low-income people in the ACA’s broader system
for covering the uninsured. As noted earlier,
although the Medicaid expansion was intended to
be national, the Supreme Court ruling essentially
made it optional for states. To date, 28 states
(including DC) have adopted the expansion and 77
states are discussing it, while 16 states are not

Figure 3

Status of Medicaid Expansion Decisions, December 17, 2014

[l Adopted (28 States including DC)

[E Adoption under discussion (7 States)
Not Adopting At This Time tates]

[} dopti his Time (20 States)

NOTES: “Under discussion” indicates executive activity supporting adoption of the Medicaid expansion. *AR, IA, M, and PA have approved
Section 1115 waivers; IN has a pending waiver to implement the expansion. The PA waiver is set to go into effect on January 1, 2015, but the
newly-elected governor may opt for a state plan amendment. NH has submitted a waiver to continue its Medicaid expansion via premium
assistance. WI covers adults up to 100% FPLin Medicaid, but did not adopt the ACA expansion.

SOURCE: “Status of State Action on the Medicaid Expansion Decision,” KFF State Health Facts,
http://kff.org/health-reform/state-indicator/state-activity-around-expanding-medicaid-under-the-affordable-care-act,

adopting the expansion at this time (Figure 3). Between the period leading up to the first ACA open enrollment

period in October 2013, and October 2014, Medicaid and CHIP enrollment increased by approximately 9.7

million individuals reporting data for both
periods.®

States’ Medicaid expansion decisions have major
implications for low-income adults. Whereas the
expansion states provide Medicaid for adults up to
138% FPL, as of January 2015, the median
Medicaid income limit for parents in the non-
expansion states is just 45% FPL (about $10,732
for a family of four), and in nearly all of the non-
expansion states, childless adults remain ineligible
for Medicaid (Figure 4).” While Medicaid and CHIP
enrollment rose by nearly 17% nationally between
October 2013 and October 2014, the increase was
24% in the Medicaid expansion states, compared to
7% in the non-expansion states.® Because the ACA
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Figure 4

Median Medicaid/CHIP Eligibility Thresholds as a Percent
of the Federal Poverty Level, January 2015
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SOURCE: Based on a national survey conducted by the Kaiser Commission on Medicaid and the Uninsured with the Georgetown University
Center for Children and Families, 2015. Data for elderly and people with disabilities from March 2014 MACPAC Report to Congress, Table 11.




provided Medicaid eligibility for low-income adults, it did not provide financial assistance to purchase
Marketplace coverage for those below 100% FPL. As a result, in the states not adopting the Medicaid
expansion, nearly 4 million uninsured poor adults fall into a “coverage gap.”™

The ACA protected the gains in children’s coverage that have been achieved over time in Medicaid and CHIP.
The national Medicaid minimum income eligibility threshold of 138% FPL applies to all children up to age 19,
and the law requires states to maintain the eligibility limits they had in place when the ACA was enacted (at a
minimum), through September 30, 2019. Also, as of 2014, states must provide Medicaid coverage for
children aging out of foster care, up to age 26. Finally, the ACA extends CHIP funding through 2015, and
provides for a 23 percentage-point increase in the federal matching rates under CHIP during the period FY
2016-2019 if the Congress extends CHIP funding beyond 2015.'

What services does Medicaid cover?

Medicaid covers a wide range of services to meet the diverse needs of the populations it serves. Medicaid
benefits include both acute care services and a broad array of long-term services and supports that Medicare
and most private insurance plans exclude or tightly limit. States have flexibility to charge limited premiums
and cost-sharing in Medicaid, subject to federal parameters. Premiums are generally prohibited for
beneficiaries with income below 150% FPL. Cost-sharing for people with income below 100% FPL is limited to
“nominal” amounts specified in federal regulations, with higher levels allowed for beneficiaries at higher
income levels. However, certain groups are exempt from cost-sharing, including mandatory eligible children,
pregnant women, most children and adults with disabilities, people residing in institutions, and people
receiving hospice care. In addition, certain services are exempt from cost-sharing: emergency services,
preventive services for children, pregnancy-related services, and family planning services. Total Medicaid
premiums and cost-sharing for a family cannot exceed 5% of the family’s income on a quarterly or monthly
basis.n

States are required by federal law to cover specified “mandatory” services in Medicaid, and they can also elect
to cover many services designated as “optional” (Figure 5); these benefits apply to adults eligible for Medicaid

under pre-ACA eligibility rules. Many states

Figure 5
Medicaid Benefits: Mandatory and Selected Optional
Services

choose to cover prescription drugs (all states),
dental care, durable medical equipment, and

Mandatory services Selected optional services

personal care services. The Medicaid benefit

« Inpatient and outpatient hospital services; *  Prescription drugs

package for children, known as EPSDT (Early
and Periodic Screening, Diagnosis, and
Treatment), is uniquely comprehensive,
addressing children’s developmental as well
as health care needs, and includes many
services that are critical for children with
special health care needs. Under EPSDT,
children up to age 21 are entitled to all
medically necessary Medicaid services,

* Physician, midwife, and nurse practitioner services;
* Early and periodic screening, diagnosis, and

* Laboratory and x-ray services;
* Family planning services and supplies;
* Federally qualified health center (FQHC) and rural

¢ Dental care
* Durable medical equipment

treatment (EPSDT) for children up to age 21; * Personal care services

health clinic (RHC) services;

* Freestanding birth center services (added by ACA);
* Nursing facility (NF) services for individuals age

21+;

* Home health services for individuals entitled to NF

care;

+ Tobacco cessation counseling and pharmaco-

therapy for pregnant women (added by ACA); and

* Non-emergency transportation to medical care

NOTE: Enrollees eligible for Medicaid prior to ACA expansions receive “mandatory” services. Many states also choose to cover
services that federal law designates as “optional” for adults, including some of the services listed above.

including optional services, even if the state does not cover them for adults.
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In addition to the mandatory NF and home health benefits, which are mandatory long-term care services,
states also cover many optional home and community-based services (HCBS)."? HCBS include targeted case
management, personal care services, family and caregiver training and support; rehabilitative services, housing
coordination to help individuals locate and obtain community housing; and a diversity of other services.
Medicaid is the main payer for institutional and community-based long-term care in the U.S., financing 40% of
total spending in this area."

Until relatively recently, federal law generally required states to provide the same benefits to all Medicaid
beneficiaries statewide. Legislation enacted in 2006 gave states limited flexibility to provide “benchmark”
benefits to some Medicaid beneficiaries based on one of three commercial insurance plans specified in the law
or a benefit package determined appropriate by the HHS Secretary. However, few states actually used the
benchmark authority. States also have authority to use Medicaid dollars to pay premiums for job-based health
insurance for Medicaid beneficiaries who are offered it, an approach known as “premium assistance.” States
must generally provide wrap-around services and cost-sharing protection to fill in any gaps between the private
coverage and Medicaid.

Key ACA reforms. Under the ACA, most adults in the new Medicaid expansion group receive “Alternative
Benefit Plans” (ABPs), which is the new term for the Medicaid benchmark options just mentioned. Medicaid
ABPs must include the same ten essential health benefit (EHB) categories that Marketplace plans under the
ACA must include. In addition, ABPs must provide parity between physical and mental health/substance use
disorder benefits, offer the full range of EHB preventive services, and cover family planning services and
supplies, FQHC and RHC services, and non-emergency medical transportation. Compared to traditional
Medicaid benefits for adults, ABPs based on commercial insurance products may provide broader coverage of
some services (e.g., behavioral health care, preventive care) and narrower coverage of other services (e.g.,
prescription drugs, long-term services).'* All but a few states have aligned their ABP with their traditional
Medicaid benefit package for adults. Certain populations must have access to all Medicaid state plan benefits,
even if they are eligible for Medicaid through the new adult expansion group. They include individuals who are
medically frail or have special medical needs, including people with disabling mental health disorders and
complex medical conditions, dual eligible beneficiaries, and specified other beneficiary groups.

Revised regulations on Medicaid premiums and cost-sharing establish a uniform maximum copayment amount
of $4 for outpatient services and $75 per inpatient admission for those with income below 100% FPL. States
can charge these individuals up to $8 for non-preferred drugs and non-emergency use of the emergency
department; as before, they can charge higher cost-sharing for beneficiaries with income above 100% FPL."
The prohibition against premiums for those at or below 150% FPL, the exemptions mentioned earlier, and the
5% aggregate cap on premiums and cost-sharing remain in place.

Medicaid Moving Forward 5



How do Medicaid beneficiaries get care?

Most Medicaid beneficiaries obtain their care from private office-based physicians and other health

professionals. Safety-net health centers and hospitals also play a major role in serving the Medicaid population.
Thirty-nine states now contract with comprehensive managed care organizations (MCOs) to serve at least some
Medicaid beneficiaries, and nationally, over half of all Medicaid beneficiaries — primarily, children and parents
— get their care through these plans (Figure 6).

Figure 6

o ) States Contracting with Comprehensive Medicaid
each enrolled Medicaid beneficiary. States are Managed Care Organizations (MCOs)

States pay the MCOs a monthly premium for

relying increasingly on MCOs, expanding As of September 2014

managed care to include higher-need Medicaid
populations, such as people with disabilities
and dual eligible beneficiaries, as well as
Medicaid expansion adults. States are also
adopting managed long-term services and
supports. Many Medicaid beneficiaries who are
not in risk-based MCOs are enrolled in Primary
Care Case Management (PCCM) programs, in -

B Contracts with MCOs (39 states including DC)
[ Does not contract with MCOs (12 states)

which states continue to pay providers on fee-

for-service basis but also pay primary care SOURCE: K6F Medicid Managed Care Market Tracker

providers an additional small monthly fee to coordinate care for their Medicaid patients. Both risk-based
managed care and PCCM programs can be understood, in part, as vehicles for establishing networks of
participating providers and garnering greater access to care for Medicaid beneficiaries.

On the long-term care front, states have been working over the last several decades to rebalance their programs
by devoting more of their long-term care spending to HCBS rather than institutional care. While the majority
of Medicaid long-term care spending still goes toward institutional care, the share spent on HCBS continues to
grow. In FY 2011, HCBS accounted for 45% of total Medicaid long-term care spending, up from 32% in FY
2002.16

Key ACA reforms. The ACA includes many investments, funding opportunities, demonstration programs,
and new authorities designed to drive health care delivery and payment system reforms in Medicaid and other
public insurance programs. These provisions have accelerated ongoing innovation in Medicaid programs,
including implementation of models like patient-centered medical homes and accountable care organizations
(ACOs) that involve a more central role for preventive and primary care, increased care coordination for
beneficiaries with complex needs, and financial incentives linked to performance. States are combining and
integrating these approaches in different ways with their underlying delivery and payment systems in
Medicaid. The ACA also provides states with expanded options and enhanced federal financing to improve
access to and delivery of Medicaid long-term services and supports, and to incentivize states to devote a greater
share of their long-term care spending to HCBS. Nearly every state has adopted at least one of six key Medicaid
LTSS options contained in the ACA, with many states pursuing multiple options.'”
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How is access to care in Medicaid?

Medicaid beneficiaries fare much better than the uninsured on key measures of access to care, utilization,
unmet need, and financial protection. The vast majority of Medicaid beneficiaries have a usual source of care,
compared to sizeable shares of the uninsured who do not, and they are significantly more likely to see a doctor
(Figure 7). Medicaid also lowers financial

barriers to care and limits out-of-pocket costs, | Fiuer
and Medicaid beneficiaries are much less Access to Care by Health Insurance Status, 2013
likely than the uninsured to report unmet B Medicaid WESI @ Uninsured

health care needs.8 19 20

71%71%

Comparisons between Medicaid and private
insurance are also informative. Research
based on national surveys shows that both
children and adults in Medicaid have access to

and use primary and preventive care at rates

3 3 Usual Source of  Well-Child  Specialist Visit Usual Source of General Doctor Specialist Visit
comparable to their counterparts with Sou P Sou wo
employer-sponsored insurance (ESI). When Children Nonelderly Adults

. NOTES: Access measures reflect experience in past 12 months. Respondents who said usual source of care was the emergency
demographlc, health Status’ and room are not counted as hav'\ngta upsual sourcepof zare. "D'\ftferencepfrom ESt\ is statistically significant (p<.05) ! geney

SOURCE: KCMU analysis of 2014 NHIS data.

socioeconomic differences between the two
insured populations are controlled, the shares with a usual source of care are similar, as are the shares with any
office or doctor visit, and the shares with any specialist visit.?' Likewise, controlling for these differences, the
percentages of children with unmet needs for medical care, dental care, or prescription drugs due to cost are
comparable between the two insured groups (and low); among adults, rates of unmet needs due to cost are
lower for those with Medicaid, although unmet needs due to non-financial barriers, like transportation, are
higher for Medicaid adults.

Although analyses of survey data show quite robust access to care in Medicaid,?*? other research highlights
important challenges and gaps. Physician participation is more limited in Medicaid than in Medicare or private
insurance.?® Physicians’ lower participation in Medicaid is often attributed to low payment rates in Medicaid,
although evidence on the impact of fees on participation is mixed.?* Low participation of psychiatrists in
Medicaid and shortages of substance abuse treatment professionals?® are a particular concern because of the
high prevalence of behavioral health conditions among Medicaid beneficiaries; for beneficiaries with physical
and behavioral health comorbidities, lack of access to behavioral health care can adversely affect management
of their physical chronic conditions as well. Dentist participation in Medicaid is also low, but children with
Medicaid are on par with privately insured children in terms of dental care (overall, use of dental care for
children falls well below recommended levels). Adult access to dental care in Medicaid is a more significant
problem. Coverage of adult dental services is optional in Medicaid and many states only cover care for pain
relief or emergency dental care for injuries, trauma, or extractions; many also impose tight dollar caps on adult
dental benefits.?®

According to a 2012 report by the General Accountability Office, 38 states reported that they experienced
challenges securing sufficient provider participation in Medicaid, with the leading reasons being overall
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By Kelly Krinn, Pinar Karaca-Mandic, and Lynn A. Blewett

State-Based Marketplaces Using

Clearinghouse’ Plan Management

Models Are Associated With Lower

Premiums

ABSTRACT The state-based and federally facilitated health insurance
Marketplaces, or exchanges, enrolled more than eight million people
during the first open enrollment period, which ended March 31, 2014.
There is significant variation in how states have designed and
implemented their Marketplaces. We examined how premiums varied
with states’ involvement in the Marketplaces through governance, plan
management authority, and strategy during the first year that the
exchanges have been open. State-based Marketplaces using
“clearinghouse” plan management models had significantly lower
adjusted average premiums for all plans within each metal level
compared to state-based Marketplaces using “active purchaser” models
and the federally facilitated and partnership Marketplaces. Clearinghouse
management models are those in which all health plans that meet
published criteria are accepted. Active purchaser models are those in
which states negotiate premiums, provider networks, number of plans,
and benefits. Our baseline estimates provide valuable benchmarks for
evaluating future performance of states’ involvement in governance, plan
management, and regulatory authority of the insurance Marketplaces.

he Affordable Care Act (ACA) in-

cludes many provisions designed

to make health insurance coverage

more accessible and affordable. The

health insurance Marketplaces, or
exchanges, are a hallmark of the ACA and en-
rolled more than eight million people in private,
qualified health plans during the first open en-
rollment period, October 1, 2013, to March 31,
2014.

There is significant variation in how states
have designed and implemented their Market-
places. Some have developed their own state-
based approaches; others have developed part-
nerships with the federal government; and still
others have opted for a federally facilitated Mar-
ketplace, in which the Department of Health and
Human Services (HHS) runs the exchange for

them.When a state runs its own Marketplace, itis
required to establish a governance body to man-
age the exchange, create an online portal for
consumers, formulate a method of raising reve-
nue to fund the exchange in the future, and en-
courage enrollment through a marketing cam-
paign and customer assistance. Sixteen states
and the District of Columbia have chosen to de-
velop their own state-based Marketplaces; seven
states have chosen to create state-federal part-
nership Marketplaces; and twenty-seven states
have chosen or defaulted to HHS to implement
their Marketplaces either as a federally facilitat-
ed exchange with the state conducting plan
management (eight states) or with the federal
government conducting plan management
(nineteen states) (Exhibit 1). Plan management
for the Marketplaces involves approving quali-
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EXHIBIT 1

State Marketplace Models, By Governance, Plan Management Authority, And Plan Management Strategy, 2014

Marketplace model
STATE-BASED

State-based Marketplaces, active

purchaser model
State-based Marketplaces,
clearinghouse model

STATE-FEDERAL PARTNERSHIP

State-federal partnership
Marketplaces

FEDERALLY FACILITATED

Federally facilitated Marketplaces

with state conducting plan
management authority

Federally facilitated Marketplaces

Plan management authority

State operates all core Marketplace operations

State operates all core Marketplace operations

State conducts plan management on behalf of federal

Plan management

strategy States

CA, CT,KY, MD, MA NV, NY, OR,
RI, VT?
CO, DC, ID, HI, MN, NM, WA®

Active purchaser

Clearinghouse

Clearinghouse AR, DE, IL, IA, MI, NH, WV©

government, federal government operates remaining

core Marketplace functions

State conducts plan management on behalf of federal

Clearinghouse KS, ME, MT, NE, OH, SD, UT, VA?

government, federal government operates remaining

core Marketplace functions
Federal government operates all core Marketplace
operations

AL, AK, AZ, FL, GA, IN, LA, MS,
MO, NJ, NC, ND, OK, PA, SC,
TN, TX, WI, WY*®

Clearinghouse

sources Dash et al. Health policy brief: health insurance exchanges and state decisions (see Note 4 in text); and Commonwealth Fund. Health insurance marketplaces (see
Note 5 in text). °67 rating areas. "39 rating areas. ‘56 rating areas. ‘58 rating areas. °281 rating areas.
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fied health plans and being proactive in contract-
ing with plans in regard to quality targets and
premium rates. In all state-based and state-
federal partnership Marketplaces, states assume
plan management authority.

State-based Marketplaces differ in their ap-
proaches to plan management. Six states and
the District of Columbia have chosen the “clear-
inghouse” model of management, in which all
health plans that meet published criteria are ac-
cepted into the Marketplace. Ten states have
chosen the “active purchasing” model, in which
they can directly negotiate premiums, provider
networks, and number and benefits of plans sold
in the Marketplace, or can contract with a select
group of health plans.?

States adopting an active purchaser model can
be more selective about number and character-
istics of plans compared to states employing a
clearinghouse model, using their contracting in
an attempt to add value for consumers. For ex-
ample, California’s active purchasing model re-
quires insurers to offer a plan in all tiers of each
of four metal levels—bronze, silver, gold, and
platinum—and makes Marketplace participa-
tion a requirement in order to sell catastrophic
plans in the exchange.? All federally facilitated
and state-federal partnership Marketplaces use
the clearinghouse model.

These variations in how states implement and
regulate their Marketplaces raise several impor-
tant questions: Did plan premiums vary across
state-based, state-federal partnership, and feder-
ally facilitated Marketplace governance models?

JANUARY 2015

Did premiums in state-based Marketplaces using
active purchaser models differ from those using
clearinghouse models? Did premiums in feder-
ally facilitated Marketplaces with states perform-
ing plan management differ from those with fed-
eral plan management authority?

This study provides the first look at assessing
the premium differences across different Mar-
ketplace models, using data on premiums posted
for 2014 (open enrollment period: October 1,
2013, to March 31, 2014). Consistent with previ-
ous literature,*® we classified the Marketplaces
into five exclusive groups (Exhibit1): state-based
Marketplaces with active purchaser plan man-
agement strategy; state-based Marketplaces us-
ing the clearinghouse plan management strate-
gy; state-federal partnership Marketplaces;
federally facilitated Marketplaces with the state
conducting plan management; and federally
facilitated Marketplaces with the federal govern-
ment conducting plan management. We strati-
fied our analysis by plan type (bronze, lowest-
cost silver, second-lowest-cost silver, and gold),®
and controlled for a rich set of plan character-
istics and rating-area characteristics.

We found that state-based Marketplaces using
clearinghouse management models had lower
premiums compared to state-based Market-
places using active purchaser models and com-
pared to federally facilitated Marketplaces and
state-federal partnership Marketplaces. We
found no difference in premium levels between
the state-federal partnership Marketplaces and
the federally facilitated Marketplaces.
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Study Data And Methods

We used information from the Henry J. Kaiser
Family Foundation® and the Commonwealth
Fund’ to identify state policy choices regarding
Marketplace governance, plan management au-
thority, and plan management strategy.

For purposes of regulation, states divide them-
selves into geographic rating areas. The number
of areas range from a single statewide rating area
in smaller states (Rhode Island) to sixty-seven
rating areas in larger states (Florida). In all,
there are 501 rating areas throughout the fifty
states and the District of Columbia. Insurers of-
fering coverage in a Marketplace can decide to
participate in some or all rating areas within
each state. To participate in a rating area, insur-
ers must offer at least one silver and one gold
plan. These health plans must at minimum meet
the ACA essential health benefits requirements.?

We collected data on premiums and plan char-
acteristics (deductible, coinsurance rate, and
out-of-pocket maximum) for the lowest-cost
bronze, lowest-cost silver, second-lowest-cost
silver, and lowest-cost gold plans for each of
the 501 rating areas. We also used data from
the recently released Health Insurance Exchange
Compare data set, which provides premium and
benefit design information on all silver plans
sold in each Marketplace rating area.’ In addi-
tion, for each rating area we collected the num-
ber of participating insurers as well as the num-
ber of bronze, silver, and gold plans offered.
We supplemented these data with demographic,
socioeconomic, and political characteristics for
the rating area and at the state level.

OUTCOME VARIABLE: MARKETPLACE PREMIUMS
We used two different data sources for premi-
ums. First, from each state’s Marketplace web-
site we collected the lowest bronze, lowest silver,
second-lowest silver, and lowest gold premiums
in each rating area. For the federally facilitated
and state-federal partnership Marketplaces, we
collected data on similar plan premiums from
HHS, state Marketplace consumer websites,
and other publicly available state government
documents.”” Premiums were collected for a
twenty-nine-year-old nonsmoker earning more
than 400 percent of the federal poverty level
(greater than $45,960) and not eligible for any
premium subsidy. We chose this age to represent
the young adult demographic, ages 25-34, which
has the highest rates of uninsurance of any age
group of US citizens."

Second, from the recently released Health In-
surance Exchange Compare data set, we ob-
tained data on the premiums for all silver plans
offered in any Marketplace for the fifty states and
the District of Columbia.’ These data included
premium information for single nonsmokers

ages twenty-seven and fifty.

EXPLANATORY VARIABLES: PLAN CHARACTER-
1sTics Coinsurance, deductible, and out-of-
pocket maximums for the lowest-cost bronze,
silver, and gold plans, as well as the second-
lowest-cost silver plan, were obtained from
ValuePenguin, a website that collects premium
information from the Marketplaces.'? Data on
plan network size and scope were not available.
We provide further details on specific data sourc-
es in online Appendix Exhibit 1.” From the
Health Insurance Exchange Compare data set,
we extracted plan-level information on insurer
group (such as Blue Cross Blue Shield, Cigna,
Anthem, and Coventry); medical and pharmacy
deductible; out-of-pocket maximum; and, for all
silver plans, whether the plan was a health main-
tenance organization (HMO), exclusive provid-
er organization (EPO), point-of-service (POS)
plan, or preferred provider organization (PPO).

Plans with a higher coinsurance rate and de-
ductibles and lower out-of-pocket costs were hy-
pothesized to have lower premiums. HMO, EPO,
and POS plans were hypothesized to have lower
premiums relative to PPO plans.

INSURANCE AND PROVIDER MARKET CHARAC-
TERISTICS From the same sources of data on pre-
miums, we also collected information on the to-
tal number of participating insurance companies
in each geographic rating area, to serve as a
proxy for insurer competition. Insurers that face
higher competition from other insurers typically
have lower premiums. Hospital market structure
can also potentially influence premiums be-
cause, in general, hospitals in concentrated
markets have greater leverage to negotiate re-
imbursements from insurers."** The most wide-
ly used measure of market concentration is the
Herfindahl-Hirschman Index, calculated by the
squared sum of hospital market share, which is
measured by dividing the hospitals’ staffed beds
by the total staffed beds in the market. This
measure was calculated using data from the
Dartmouth Atlas of Health Care'® (see Appendix
Exhibit 1 for details).”

POPULATION CHARACTERISTICS We used the
County Health Rankings 2010 for demographic,
economic, and health characteristics aggre-
gated to the geographic rating areas within
states.” These characteristics included the un-
employmentrate for the working-age population
(ages 18-64), uninsurance rate (ages 64 and
younger, including children), median house-
hold income, population size, share of popula-
tion residing in a rural (nonmetropolitan) area,
age (percentage younger than 18, 18-64, and 65
and older), sex (percentage female), and racial
and ethnic composition (percentage Hispanic,
non-Hispanic white, non-Hispanic African
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American, Asian, and other non-Hispanic) of the
population.

Again, using data from County Health Rank-
ings 2010, we included the following health in-
dicators representing the rating areas’ adult
population (ages 18-64): self-reported health
status (percentage fair or poor); prevalence of
diabetes, obesity, and low-birthweight births;
and overall per capita medical costs.” (See Ap-
pendix Exhibit 1 for details on data sources.)"

STATE REGULATORY CHARACTERIsTICS In addi-
tion to rating area-level market characteristics,
we included several characteristics of the state-
level regulatory and insurance market environ-
ment using data from the Kaiser Family Foun-
dation and the National Conference of State
Legislatures (see Appendix Exhibit 1)."” A state’s
rate review process can vary from simply moni-
toring premium rate increases to an active review
process that requires insurers to justify premi-
ums annually.”® We included an indicator for
whether or not a state used prior approval in
its rate review strategy. We controlled for the
Medicaid Fee Index, as it is an indicator of how
fee-for-service reimbursement rates vary among
states.”

We also included state-level premium data for
each state’s individual health insurance market
before the implementation of the Marketplaces.
These data are from the Manhattan Institute and
represent weighted state average premium levels
for 2013 based on the five lowest-cost plans in the
most populous ZIP code of each county for a
twenty-seven-year-old.?

We also included as a control variable an indi-
cator for whether the state recommended a plan
for the Marketplace to act as the essential health
benefit benchmark beyond those prescribed by
the ACA.#' To cover these additional benefits,
insurers may need to increase premiums in these
states. Finally, we included an indicator for
whether the state expanded Medicaid under
the ACA expansion option.

STATISTICAL MODELS We conducted two sets of
analyses. First, we examined premiums of the
lowest-cost plans, by metal type (bronze, silver,
and gold), as well as the second-lowest-cost sil-
ver plans in each rating area. Next, we examined
premiums of all silver plans. In the first analysis,
the unit of observation was the plan type (lowest-
cost bronze, lowest-cost silver, second-lowest-
cost silver, and lowest-cost gold) for each rating
area. In the second analysis, our unit of observa-
tion included premiums for each silver plan of-
fered in each rating area. We estimated general-
ized estimating equations models using gamma
family distribution, with the logarithm of premi-
ums as the dependent variable.? The logarithmic
link function was selected based on the Box-Cox

JANUARY 2015

An initial goal of most
state-based
Marketplaces was to
get enough insurers to
participate.

test, and gamma family was selected based on the
modified Park test.*

The primary independent variables of interest
were indicators for the Marketplace models, as
defined above. The first analysis also included
indicators for plan metal type and the interaction
terms of exchange types with plan metal types.
All models allowed for a multivariate adjustment
for the plan, insurance, provider, population,
and state regulatory characteristics listed above.
Because plans and rating areas are clustered
within states, we allowed for standard errors to
be correlated within states.

We predicted adjusted premiums for each Mar-
ketplace model and for each plan metal type
(first analysis). We tested differences in adjusted
premiums among the different models of Mar-
ketplaces in both analyses.

LIMITATIONS This study provides a preliminary
understanding of how different Marketplace
models are associated with premiums, using
cross-sectional data across rating areas during
the first year of ACA Marketplace implementa-
tion. The cross-sectional study design did not
allow for fully controlling for systematic differ-
ences across rating areas and states. While we
included a rich set of rating area-level and state-
level economic, demographic, and market char-
acteristics as control variables, future work can
lessen the concern on confounding variables as
new years of data from Marketplaces become
available.

A related limitation is the limited ability to
address how states selected their particular Mar-
ketplace models. To the extent that factors we
did not observe and control for were correlated
both with the model of Marketplace and the
premiums, our analysis was not able to provide
causal inferences. Nevertheless, presenting early
evidence on premium differences by Market-
place models provides a valuable benchmark
for evaluating the Marketplace performance in
the future.

Another data limitation is that in the first anal-
ysis, we analyzed premiums for a specific age
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group (age twenty-nine). We needed to select an
age group to collect comparable data across all
rating areas. Because age rating requirements
under the ACA limit premium variation across
age groups of like individuals to a 3:1 ratio, we
believe that our findings are generalizable to
other age groups. The second analysis allows
for examining premiums for twenty-seven- and
fifty-year-olds and provides a robustness test for
the differences in premiums.

Study Results

CHARACTERISTICS OF THE RATING AREAS BY
MARKETPLACE MODEL Exhibit 2 presents charac-
teristics of the 501 rating areas by Marketplace
model type. The mean number of insurers selling
plans in any rating area was the highest among
state-based Marketplaces (5.0 in those with an
active purchaser plan management strategy and
4.5 in those using the clearinghouse model) and
lowest among the federally facilitated Market-

EXHIBIT 2

places (3.9 in those with the state conducting
plan management and 3.2 in those with the fed-
eral government conducting plan management).

The percentage of rating areas in states with
prior-approval rate-review regulation was simi-
lar among state-based Marketplaces (71.6 per-
cent in those with an active purchaser plan man-
agement strategy and 82.1 percent in those using
the clearinghouse model), state-federal partner-
ship Marketplaces (76.8 percent), and federally
facilitated Marketplaces where states conduct
plan management (75.9 percent) but lower
among federally facilitated Marketplaces with
the federal government conducting all Market-
place functions (67.3 percent).

Rating areas also varied substantially on the
number located in states that opted to expand
Medicaid under the ACA expansion option. More
than 80 percent of the rating areas in state-based
and state-federal partnership Marketplaces were
located in Medicaid expansion states, compared
to 29.3 percent in federally facilitated Market-

Selected Characteristics Of Rating Areas, By Marketplace Model

SBM-A (67) SBM-C (39) SPM (56) FFMS (58) FFM (281)
Mean or Mean or Mean or Mean or Mean or

Characteristic percent SD percent  SD percent  SD percent  SD percent  SD
RATING AREA AND STATE MARKET AND REGULATORY CHARACTERISTICS
No. of insurersinratingarea 5.0 25 45 14 4.1 27 39 1.5 32 1.8
Percent of rating areas in

states with state prior

rate approval 71.6% 45.4% 82.1% 38.9% 76.8% 42.6% 75.9% 43.2% 67.3% 47.0%
Percent of rating areas in

states with state

Medicaid expansion in

2014 100.0% 0.0% 82.1% 38.9% 98.2% 13.4% 293% 45.9% 43% 20.3%
Percent of rating areas in

states where state

recommended essential

health benefit beyond

those prescribed by ACA  100.0% 0.0% 59.0% 49.8% 67.9% 47.1% 37.9% 48.9% 11.7% 323%
Premiums pre-ACA, 2013 $191.9 $126.1 $157.0 $76.9 31126 $36.3 $145.0 $44.4 $134.2 $30.7
RATING AREA POPULATION AND HEALTH CHARACTERISTICS, 2010
Total population 1369273 1618221 588505 834875 586,186 767190 522813 551951 497135 933220
Percent living in rural area  21.0% 20.1% 32.0% 213% 39.8% 20.6% 36.9% 20.3% 39.1% 24.8%
Unemployment rate (16 and

older) 9.9% 3.2% 8.0% 1.6% 8.7% 1.8% 7.3% 1.9% 9.7% 2.6%
Uninsured rate (18-64 year

old) 153% 5.9% 17.2% 53% 15.09% 33% 15.8% 2.7% 20.3% 5.2%
Obesity rate (adults) 25.9% 42% 24.9% 4.6% 30.8% 2.8% 29.2% 2.9% 31.0% 45%
Diabetes rate (adults) 8.6% 1.5% 7.5% 1.6% 10.1% 1.9% 9.4% 1.6% 10.9% 21%
Per capita medical costs $8,922 $1,201 $7.875 s578 $9,237 $925 $8,961 $1,014 $9,866 $1,476
Median household income $56,658 $13,510 $50331 ¢8818 $46,388  $9,600 $47,690 9343 $42937 $8294

sources County Health Rankings 2010 (see Note 17 in text); Henry J. Kaiser Family Foundation (see Note 7 in text); and National Conference of State Legislatures. For
details, see online Appendix Exhibit 1 (see Note 13 in text). NoTes Numbers of rating areas in 2014 are in parentheses. SBM-A is state-based Marketplaces with active
purchaser plan management strategy. SBM-C is state-based Marketplaces using the clearinghouse model. SPM is state-federal partnership Marketplaces. FFMS is
federally facilitated Marketplaces with the state conducting plan management. FFM is federally facilitated Marketplaces with the federal government conducting
plan management. SD is standard deviation. ACA is Affordable Care Act.
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EXHIBIT 3

places with the state conducting plan manage-
ment and 4.3 percent in federally facilitated
Marketplaces with the federal government con-
ducting plan management. Similarly, state-
recommended essential health benefits beyond
those prescribed by the ACA were much less com-
mon in rating areas with federally facilitated
Marketplaces relative to state-based and state-
federal partnership Marketplaces.

Baseline population demographic and health
characteristics were largely similar across differ-
ent Marketplace models. Rates of obesity and
diabetes were slightly lower in state-based Mar-
ketplaces relative to other Marketplace models,
but the difference was not statistically signifi-
cant. The uninsurance rate was slightly higher
in federally facilitated Marketplaces with the
federal government conducting all Marketplace
operations relative to all other Marketplace
models.

PREMIUMS OF THE LOWEST-COST PLANS, BY
METAL TYPE Exhibit 3 presents premiums for the
lowest-cost bronze, lowest-cost silver, second-
lowest-cost silver, and lowest-cost gold plans ad-
justed for the plan, insurance, provider, popula-
tion, and state regulatory characteristics listed
above in our multivariate models. State-based
Marketplaces using a clearinghouse model had
significantly lower adjusted lowest plan premi-
ums across the board relative to all other Mar-
ketplace models.

Among the state-based Marketplaces, compar-
ison of clearinghouse and active purchaser mod-
els allowed for examining whether premiums
differed between the models. Across the board,
the clearinghouse model had lower premiums
than the active purchaser model (lowest-cost
bronze: $157.53 versus $179.49; lowest-cost sil-
ver: $196.92 versus $225.37; second-lowest-cost
silver: $205.30 versus $245.27; and lowest-cost

gold: $233.96 versus $266.91).

Comparison of state-based Marketplaces us-
ing the clearinghouse model relative to state-
federal partnership Marketplaces and federally
facilitated Marketplaces with the state conduct-
ing plan management allowed for examining
premium differences across state-based, state-
federal partnership, and federally facilitated
Marketplace governance authorities. In all three
models, the state conducts plan management
through a clearinghouse model, but Market-
places differ in their governance authority.
Across the board, state-based Marketplaces us-
ing the clearinghouse model had lower premi-
ums relative to state-federal partnership Market-
places or federally facilitated Marketplaces with
the state conducting plan management. For ex-
ample, among the lowest-cost silver plans, pre-
miums in state-based Marketplaces using the
clearinghouse model were $196.92 compared
with $229.87 in state-federal partnership Mar-
ketplaces and $224.02 in federally facilitated
Marketplaces with the state conducting plan
management. Premiums in the latter two models
did not differ significantly.

Among the federally facilitated Marketplaces,
premiums were not significantly different be-
tween federally facilitated Marketplaces with the
state conducting plan management and those
with the federal government conducting plan
management. This finding suggests that among
the federally facilitated Marketplaces, whether
the state or federal government conducted plan
management was not associated with any signif-
icant premium differences.

Exhibit 4 presents adjusted premiums for all
silver plans for a twenty-seven-year-old and a
fifty-year-old. Premiums were the lowest among
state-based Marketplaces with clearinghouse
models ($221.64 for a twenty-seven-year-old;

Adjusted Lowest Premium, By Metal Level And Marketplace Model, For A Twenty-Nine-Year-Old Nonsmoker, Fifty States And The District Of Columbia,

2013 Open Enrollment Period

Lowest-cost bronze plans

Lowest-cost silver plans

Second-lowest-cost silver plans

Lowest-cost gold plans

Model Mean (3)
SBM-A 179.49
SBM-C 157.53
SPM 18251
FFMS 185.14
FFM 189.94

p value Mean () p value Mean () p value Mean () p value
0.008 22537 0.006 24527 <0.001 266.91 0.007

Ref 196.92 Ref 205.30 Ref 233.96 Ref
0.004 22987 0.003 24272 0.001 27292 0.003
0.003 224.02 0.019 23491 0.014 26897 0.012

<0.001 23316 <0.001 241.63 <0.001 27735 <0.001

souRrck Estimates from multivariate models. NoTEs Significance denotes difference from SBM-C (the reference category). Boldface indicates the lowest premium in the
plan metal type. All models allowed for a multivariate adjustment for plan, insurance, provider, population, and state regulatory characteristics. The 2013 open enrollment
period was October 1, 2013, through March 31, 2014. SBM-A is state-based Marketplaces with active purchaser plan management strategy. SBM-C is state-based
Marketplaces using the clearinghouse model. SPM is state-federal partnership Marketplaces. FFMS is federally facilitated Marketplaces with the state conducting
plan management. FFM is federally facilitated Marketplaces with the federal government conducting plan management.
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$380.46 for a fifty-year-old) relative to all other
exchange models. The only exception was for the
fifty-year-old’s premiums, for which there was no
significant difference between state-based Mar-
ketplaces using the active purchaser model and
those using the clearinghouse model ($395.56
versus $380.46). Premiums did not differ signif-
icantly between state-federal partnership Mar-
ketplaces, federally facilitated Marketplaces
with the state conducting plan management,
and federally facilitated Marketplaces with the
federal government conducting plan manage-
ment models.

In Appendix Exhibit 2,”* we present the asso-
ciation of plan, insurance market, provider mar-
ket, population, and regulatory characteristics
with premiums from our multivariate analyses
of lowest premium plans by metal type. Plans
with higher deductibles had lower premiums.

The existence of a larger number of insurers
offering coverage in a rating area was associated
with lower premiums. We also found that premi-
ums were relatively higher for plans sold in areas
with greater demand—that is, urban areas with
populations larger than 100,000. With respect
to provider market structure, we found that rat-
ing areas associated with limited hospital com-
petition (Herfindahl-Hirschman Index greater
than 2,500) were associated with higher premi-
ums. Rating areas with higher physician fees,
as measured by the Medicaid Fee Index, and
those with higher pre-ACA premiums had signif-
icantly higher Marketplace premiums than areas
with lower physician fees and lower pre-ACA
premiums.

In our analyses of all silver plans (see Appen-
dix Exhibit 3)," we found that health plans with
tighter networks, such as HMOs, had lower ad-
justed premiums (for both twenty-seven- and
fifty-year-olds) relative to EPO, POS, and PPO
plans. The association between premiums and
insurance and provider market structure was
no longer significant. Higher pre-ACA premiums
were significantly associated with higher Mar-
ketplace premiums.

Discussion

Our study provides the first look at assessing the
differences in premiums across Marketplace
models. Our primary finding is that in 2014,
the first year of the Marketplace implementa-
tion, state-based Marketplaces using a clearing-
house model had significantly lower adjusted
average premiums for all plans within each metal
level when compared to state-based Market-
places having active purchasing models and to
federally facilitated and state-federal partner-
ship Marketplaces. We did not find significant

EXHIBIT 4

Adjusted Silver Plan Mean Premiums (Across All Silver Plans Offered), By Marketplace

Model, For Twenty-Seven-Year-Old And Fifty-Year-Old Nonsmokers, 2013 Open Enrollment

Period

Twenty-seven-year-old

nonsmoker Fifty-year-old nonsmoker
Model Mean (s) p value Mean (s) p value
SBM-A 258.25 0.023 395.56 0.56
SBM-C 221.64 Ref 380.46 Ref
SPM 273.70 0.004 450.24 0.021
FFMS 279.63 0.003 47379 0.005
FFM 263.79 0.012 446.62 0.020

source Estimates from multivariate models. NoTES Significance denotes difference from SBM-C
(the reference category). Boldface indicates the lowest premium in the plan metal type. All models
allowed for a multivariate adjustment for plan, insurance, provider, population, and state regulatory
characteristics. The 2013 open enrollment period was October 1, 2013, through March 31, 2014.
SBM-A is state-based Marketplaces with active purchaser plan management strategy. SBM-C
is state-based Marketplaces using the clearinghouse model. SPM is state-federal partnership
Marketplaces. FFMS is federally facilitated Marketplaces with the state conducting plan
management. FFM is federally facilitated Marketplaces with the federal government conducting

plan management.

differences in average adjusted plan premiums
between federally facilitated and state-federal
partnership Marketplaces for all metal levels.

An initial goal of most state-based Marketplac-
es was to get enough insurers to participate in
the exchange and to offer a variety of plans
across the metal levels. Some analysts and stake-
holders have argued that state-based Market-
places using active purchasing models could
be better equipped than others to keep premi-
ums in check. Active purchasers, by definition,
are more engaged than those in clearinghouses
are in selecting and contracting with health in-
surers and negotiating premiums using price
and quality metrics.** In addition, active pur-
chasers may be more involved than clearing-
houses are in monitoring premiums and health
plan market shares. Others contend that greater
engagement in Marketplace plan management
will result in an increase in premiums because of
increased administrative costs associated with
complying with additional plan participation
requirements, quality reporting, and meeting
other certification criteria.”” Moreover, as many
stakeholders and brokers had suggested prior to
Marketplace implementation, a clearinghouse
model may allow a larger pool of insurers to
enter the market, creating more competition
across plans.

It may be too early for the state Marketplaces
with active purchasing models to be very active
or to have made a meaningful impact on premi-
ums. Indeed, most states faced time and staffing
limitations during the first year trying to get
health plans to participate in and implementing
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their Marketplaces. Additional years of data and
analysis will provide a more comprehensive pic-
ture of the Marketplace models and their impact
on premiums.

We also found that state-based Marketplaces
with a clearinghouse had lower premiums com-
pared to state-federal partnership and federally
facilitated Marketplaces that also used the clear-
inghouse model. It could be that states’ decision
to set up their own Marketplaces instead of part-
nering with the federal government or defaulting
to the federally facilitated Marketplace indicates
a greater level of engagement with the Market-
place, and perhaps more political will to deal
with the challenges of running an exchange.
In addition, states that set up their own Market-
places may already have the infrastructure need-
ed to monitor premiums, enrollment, network
adequacy, and other plan requirements. More-
over, state-based Marketplaces can have greater
local authority to facilitate outreach and enroll-
ment activities, leading to potential increases in
enrollment and more competition for enrollees.

In our analyses of the lowest-premium plans in
the rating area by metal type, we found, as ex-
pected, that higher insurer competition (a great-
er number of insurers offering coverage in the
rating area) and higher hospital competition
(lower hospital Herfindahl-Hirschman Index)
are associated with lower premiums. This latter
finding is consistent with the theoretical predic-
tion that hospitals in less competitive markets
can have greater leverage to negotiate larger re-
imbursements from insurers, resulting in higher
premiums. However, the association between
premiums and insurance and provider market
structure was no longer significant in our analy-
sis of all silver plans. This may be because in such
analyses, we were able to control for more-
detailed plan types related to plan network size
and scope (HMO versus EPO, POS, and PPO
plans). For example, within HMOs having a lim-
ited number of hospitals in their networks, the
overall degree of hospital competition in the rat-

It may be too early for
the state
Marketplaces with
active purchasing
models to be very
active.

ing area likely does not influence hospitals’ abil-
ity to negotiate higher reimbursements from in-
surers. In general, competition findings should
be interpreted with caution, because during the
first year of these Marketplaces there was sub-
stantial uncertainty about the types of people
who would enroll and their expected health care
costs. This uncertainty may have influenced in-
surers’ entry decisions as well as their negotia-
tions with providers and pricing of the health
plans. As insurers learn the market and the char-
acteristics of enrollees in future years, it will be
important to monitor insurer and provider com-
petition.

Conclusion

While our findings are limited to the first year of
the Marketplaces, going forward, our baseline
estimates provide a valuable benchmark for eval-
uating performance of state involvement in
governance, plan management, and regulatory
authority. Evaluation of these different Market-
place models, as well as monitoring states’ dif-
ferent strategies and activities in engaging with
the Marketplaces, is an important topic for fu-
ture studies. m
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