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With support from the Robert Wood Johnson Foundation (RW]JF), the Urban Institute

is undertaking a comprehensive monitoring and tracking project to examine the

implementation and effects of the Patient Protection and Affordable Care Act 0£2010

(ACA). The project began in May 2011 and will take place over several years. The Urban

Institute will document changes to the implementation of national health reform to help

states, researchers and policymakers learn from the process as it unfolds. Reports that have

been prepared as part of this ongoing project can be found at www.rwjf.org

and www.healthpolicycenter.org. The quantitative component of the project is producing

analyses of the effects of the ACA on coverage, health expenditures, affordability, access

and premiums in the states and nationally.

INTRODUCTION

In June and July 2015, a number of articles appeared in outlets
such as the New York Times, CNN Money, Wall Street Journal,
Forbes, and CNBC citing extremely large premium increase
requests throughout the country. The New York Times stated
that "health insurance companies around the country are
seeking rate increases of 20 to 40 percent or more" 1Forbes
stated that "after two years of relatively stable premiums

across the country, rates would jump in 2016 by double-

digit percentages for individual policies purchased on public
exchanges under the Affordable Care Act in practically every
state" 2 The Wall Street Journal wrote, "the biggest insurers

in some states that have made the plans' requests public are
seeking average increases such as 51.6 percent in New Mexico,
36.3 percent in Tennessee, and 30.4 percent in Maryland” 3 In
general these articles argued that sizable rate increases reflect
the fact that insurers had higher-than-expected utilization in
2014 and anticipated that this trend would continue. However,
these dramatic reports do not reflect the premium changes that

were occurring.

These data were based on early releases of rate increases
requested by insurers, not approved increases. In this paper
we review data on final approved premiums for 20 states—
including Arkansas, California, Colorado, Connecticut, Florida,
Indiana, lowa, Maine, Maryland, Michigan, Minnesota, Nevada,
New Hampshire, New Mexico, New York, Oregon, Pennsylvania,
Rhode Island, Virginia, and Washington— plus the District of
Columbia. Nine have state-based marketplaces using their
own information technology (IT) platforms, and 12 are using
the HealthCare.gov IT platform. We include the three largest
rating areas in terms of population in each state with additional
areas in the four largest states: California, Florida, New York

and Pennsylvania. These largest rating regions sometimes
include rural areas; we chose rating regions this way in order to
include large segments of each state's population. We show the
changes in the lowest-cost silver plans offered by each insurer,
as well as the average change in insurers' lowest cost premiums
across all insurers in a rating area. By providing data at the
insurer level, we can observe which insurers are responsible for
large or small average premium increases in a given area.

OTHER RECENT STUDIES AND THE MAIN
FINDINGS OF OUR ANALYSIS

Previous Analyses

Other recent studies based on a review of preliminary premium
requests reached somewhat less dire conclusions than those
presented in the press. Avalere examined proposed rate

filings from seven states (Connecticut, Maryland, Michigan,
Oregon, Virginia, Vermont, and Washington) and the District of

Columbia.4 They constructed unweighted average premiums
across the state in each year. The paper showed that rate
increases for the second-lowest-cost silver plan were typically
single digit in each of the states that they examined. Still,
these data reflected premiums proposed by insurers, not final
approved rates.
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The Kaiser Family Foundation examined one major city in each that rates were somewhat higher in 2016 than in 2015, but

of 49 states as well as the District of Columbia.5 However, their generally that increases were relatively modest. For the cities
data are a mix of insurer-proposed rates and final approved that they analyzed, the mix of proposed and approved rate
rates. The authors focused on the second-lowest-cost silver increases averaged 3.6 percent in 2016.6 They also found
plan premium in each of the cities they studied. They found that if consumers were buying the lowest-cost silver plan in

Table 1. Changes in Lowest-Cost Silver Premiums, in 20 States and the District of Columbia,
2015 to 2016

Percentage Change

Lowest-Cost Index Lowest- Cost Lowest-Cost Index Lowest- Cost Average Percentage in Lowest-Cost
States Silvel: Plan, 2015 Pren:nium, State Silvel: Plan, 2016 Pren:nium, State Chan.ge in Lowe.:st— Silver Plan
Premium for a40 Relative to Overall Premium for a40 Relative to Overall Cost Silver Premiums .
Year O1d 13 Average: 20154 Year O1d 13 Average: 20164 Across All Carriers 12 Available on
Marketplace 12
Arkansas $283 1.12 $297 1.15 _0.8% 4.7%
California $271 1.07 $273 1.05 12% 0.7%
Colorado $208 0.82 $278 1.07 12.6% 33.8%
Connecticut $353 1.40 $355 1.37 2. 1% 0.5%
DC $242 notincluded3 $229 notincluded3 4.99% 52%
Florida $268 1.06 $267 1.03 0 1% L0.4%
Indiana $288 1.14 $251 0.97 _10. 7% _125
lowa $223 0.88 $261 1.01 1599 17.2%
Maine $298 1.18 $294 1.14 6.3% C1 7%
Maryland $228 0.90 $243 0.94 80% 6.8%
Michigan $224 0.89 $209 0.81 _17% 6. 1%
Minnesota $192 0.76 $238 0.92 36.3% 24.4%
Nevada $264 1.04 $278 1.08 6.7% 6.0%
New Hampshire $238 0.94 $260 1.01 4.8% 9.39%
New Mexico $205 0.81 $194 0.75 12% 3 1%
New York $367 notincluded3 $370 notincluded3 84% 0.8%
Oregon $199 0.79 $229 0.88 18 7% 14.99%
Pennsylvania $228 0.90 $249 0.96 73% 9.6%
Rhode Island $244 0.97 $259 1.00 4. 1% 6.0%
Virginia $266 1.05 $278 1.07 52% 4.6%
Washington $236 0.94 $226 0.87 _0.8% 4.4%
Overall Average $253 1.00 $259 1.00 5.6% 4.3%

1: Data based on selected rating areas. See Table 2 for names of the specific rating regions studied.
2: Percentage changes weighted by population of regions studied.

3: Indices are not calculated for New Yorks rating regions and the state’s premiums are not included in overall averages because New York premiums are community rate ey do not vary by age as the other states’

3: Indi t calculated for New York’s rati i d the state? i tincluded i 1 E New York i ity rated (they d tvary by the other states’
premiums do). As a result, premiums in the state are not comparable to those for a 40 year old in the other states. Similarly, Washington, D.C. uses a different age rating curve than the other states, and as a consequence
we exclude its premiums from the overall average and do notinclude it in the index cither.
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2015 and wanted to do the same in 2016, this would often
require individuals to switch plans or insurers. Despite the
more moderate findings of the Kaiser and Avalere analyses,
the notion that 2016 was bringing large, double-digit
premium increases to the marketplaces seems to have become
conventional wisdom.7 Kaiser recently followed up that initial
analysis with a second. That study found that shoppers in 1,121
counties would have a different low-cost silver marketplace
plan in 2016 than in 2015 and that marketplace enrollees in
those counties could lower their 2016 premium increases
appreciably by moving to the new lowest-cost plan, regardless
of their eligibility for tax credits.

Our Main Findings

Our conclusions are similar to those reached by Avalere and
Kaiser, though based exclusively on final approved rates and
based on more rating regions per study state and providing
detail by location and insurer. Rate increases in 2016 are
generally modest, though higher than in 2015.The key results
are summarized in Table 1, which shows the average increases
across all insurers in each state and the increase in the lowest-
cost premiums in each state. We find that the average increase

in each insurer's lowest-cost silver plan premium across all 20
states plus the District of Columbia is 5.6 percent. If consumers
in each rating region enroll in the plan with the lowest silver
premium available to them in 2015, and do the same in 2016,
on average they will see their premium increase by 4.3 percent.
In this summary we focus on the changes in lowest-cost
premiums.

In a previous paper which analyzed 2014 to 2015 changes

in the lowest-cost silver premium available in every rating
region in the country, we found that the increase in 2015

was 2.9 percent as compared to the 4.3 percent found here.8
The methods in the two papers are somewhat different, but
the general conclusion that most consumers have insurance
options that allow them to keep premium increases low
remains true. In the rating regions we study here, the lowest-
cost silver plan premium available decreased on average in
2016 in six states and the District of Columbia; in five states the
lowest-cost silver premium increased by less than 5 percent on
average; in five states they increased between 5and 10 percent
on average, and in four states they increased by more than 10
percent on average.

Table 2. Changes in Lowest-Cost Silver Premiums, in Selected Rating Areas, 2015 to 2016

Lowest-Cost
Silver Plan, 2015

States Rating Area .
Premium for a 40
Year Old 1
Little Rock $294
Arkansas Fayetteville $277
Selected Rural Counties $273
Los Angeles East $230
Los Angeles West $247
California San Diego $295
Sacramento $347
San Francisco $356
Denver $207
Colorado Colorado Springs $194
Grand Junction $286
Bridgeport/Stamford $380
Connecticut Hartford $321
New Haven $355
DC Entire District $242
Miami $274
Orlando $288
Florida Jacksonville $271
Ft. Lauderdale $241
Tampa $275

Lowest-Cost
Silver Plan, 2016
Premium for a 40

Year Old 1

Average P ta
verage erc?n age Percentage Change .

Change in Change in Lowest-

Cost Insurer, 2015

to 2016 (Yes/No)

Lowest-Cost Silver in Lowest—.Cos( Silver
) Plan Available on
Premiums Across All

Carriers 12 Marketplace 12
$307 0.8% 4.5% Yes
$290 0.5% 4.9% Yes
$286 -5.4% 4.8% Yes
$243 0.0% 5.5% No
$236 0.0% -4.3% Yes
$286 0.8% -3.2% Yes
$374 7.2% 7.8% Yes
$352 1.6% -1.1% No
$278 12.6% 346% Yes
$257 12.0% 322% Yes
$372 16.0% 27.0% No
$389 2.7% 2.4% Yes
$316 1.8% -1.4% No
$356 1.9% 0.4% Yes
$229 -4.9% -5.2% Yes
$262 -3.2% -4.4% No
$302 4.1% 4.9% Yes
$263 2.8% -3.0% Yes
$265 -1.3% 10.0% No
$247 3.4% -10.2% Yes
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Indianapolis $317 $274 -12.1% -13.7% Yes

Indiana Gary $296 $251 -11.4% -15.0% Yes
Selected Rural Counties $197 $186 -5.9% -5.9% No
Cedar Rapids $234 $269 12.4% 15.0% No
lowa Des Moines $195 $233 19.4% 19.4% No
Sioux City $247 $295 19.4% 19.4% No
Portland $275 $279 -4.4% 1.5% Yes
Maine Selected Rural Counties $323 $305 -7.8% -5.6% Yes
Augusta $306 $308 -7.9% 0.8% No
Baltimore $226 $243 7.8% 7.6% No
Maryland DC Suburbs $226 $243 73% 7.6% No
Selected Rural Counties $237 $243 10.1% 2.7% Yes
North of Detroit $221 $211 -1.5% -4.4% No
Michigan Detroit $219 $209 0.2% -4.6% No
Grand Rapids $232 $206 -4.5% -10.9% No
Minneapolis - St. Paul $181 $228 36.6% 23.9% Yes
Minnesota Rochester $282 $329 39.1% 16.8% No
Selected Rural Counties $189 $234 31.1% 25.5% No
Las Vegas $237 $256 8.6% 8.2% No
Nevada Carson City $327 $343 3.8% 4.9% Yes
Reno $308 $298 1.7% -3.1% Yes
New Hampshire Entire State $238 $260 4.8% 9.3% No
Albuquerque $167 $186 3.4% 11.2% Yes
New Mexico All Rural Counties $243 $201 -0.8% -17.4% Yes
Las Cruces $210 $203 0.3% -3.2% Yes
New York City $372 $368 8.9% -1.0% Yes
Long Island $372 $385 10.9% 3.6% Yes
New York
Buffalo $337 $352 2.0% 4.3% Yes
Syracuse $361 $378 6.8% 4.7% No
Portland $196 $226 18.0% 15.2% No
Oregon Selected Rural Counties $207 $237 23.6% 14.3% Yes
Salem $202 $231 16.7% 14.0% No
Philadelphia $267 $276 0.3% 3.4% Yes
Pittsburgh $170 $187 12.7% 9.9% No
Pennsylvania
Reading/Lancaster $225 $253 9.3% 12.7% Yes
Scranton/W ilkes Barre $224 $281 17.1% 25.9% Yes
Rhode Island Entire State $244 $259 -4.1% 6.0% Yes
DC Suburbs $273 $270 4.6% -0.9% Yes
Virginia Virginia Beach/Norfolk $273 $301 7.2% 10.2% Yes
Richmond $241 $264 3.9% 9.2% No
Seattle $235 $224 -2.0% -4.5% No
W ashington Selected Rural Counties $251 $240 1.1% -4.1% No
Spokane $219 $209 0.5% -4.3% No

1: Data based on sclected rating regions.
2: Percentage changes weighted by population in the selected rating regions.

3: “Selected Rural Counties” refers to a specific state defined rating region that includes rural arcas. The rating region number is specified in the state-specific tables below.
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Table 2 shows results for each study state and rating region. Out
of 63 rating regions, 23 (more than one-third) have a reduction
in the lowest-cost silver plan premium available in 2016
compared to 2015. Of those rating regions where there was

an increase in the lowest silver plan premium available, 14 had
premium increases of less than 5 percent, nine had increases
between 5 and 10 percent, and 17 regions had increases of 10
percent or greater. We also found that, in 35 of the 63 rating
regions (56 percent of regions studied), consumers enrolled

in 2015's lowest-premium silver plan have to switch insurers

in 2016 in order to continue to pay the lowest silver premium
available to them.

The largest increases in lowest-cost silver plan premiums were
concentrated in four states, Colorado, lowa, Minnesota, and
Oregon. These seem to be due to the 2015 lowest-cost insurers
setting low premiums in 2015 and then adjusting them upward
substantially in 2016. In one case (Colorado) the lowest-cost
insurer exited the marketplace; those insurers which became
the lowest-cost had significantly higher premiums. Of the 17
rating regions with large (10 percent or more) increases in 2016
in their lowest-cost premiums, all but two had 2015 lowest-cost
silver premiums below the national average of $264 per month.9
In general insurers in these regions increased rates substantially.

States with small increases generally had fairly competitive
insurance markets. Which types of insurers are responsible for
keeping premiums low varies by state. While some Blue Cross
plans had very large rate increases, many including Anthem,
have been aggressive in pricing. Blue Cross plans have been
among the lowest-cost options in the District of Columbia,
Indiana, Nevada, Pennsylvania, Rhode Island, Virginia, and
Florida. Blue Cross insurers have often offered a more limited
network plan with lower premiums than their other non-
marketplace commercial products. National Medicaid plans
such as Molina, Ambetter, and Coordinated Care have been
strong competitors in at least some markets in states such as
California, Florida, Indiana, Michigan, and Washington. Local
Medicaid plans have been among the lowest-cost silver plans
in New York, Minnesota and Rhode Island. Provider sponsored
plans organized by hospital systems have been the lowest-cost
plans in some Virginia markets, New York City and Long Island,
Michigan and Oregon. Kaiser Permanente is among the lowest-
cost plans in California, Maryland, Oregon, Colorado, the District
of Columbia and some areas in Virginia. Aetna, Humana, and
United Healthcare have been very competitive in some markets,

but often are not. Co-Ops, while failing in Oregon, New York,
and Colorado, have been among the lowest-cost plans in New
Hampshire, New Mexico, and Maryland.

While larger 2016 increases suggest higher-than-expected
utilization of services and claims costs, overall, premium
increases are still modest by historical standards. It is essential
to remember that insurers operating in the marketplaces

have been facing afundamental change in their incentive
structure under the ACA. With tax credits tied to the second-
lowest-cost silver plan (the "benchmark" plan), individuals

who choose a more expensive plan must pay the full marginal
cost. With consumers having full transparency of plan options
and premiums and seeking to pay no more than necessary,
beginning in 2014, insurers had strong incentives to price
aggressively. This is despite the fact that in the initial years they
had limited information on the health care needs of those who
would enroll. Insurers that choose to price high because of fear
of high utilization risk losing market share; consequently, some
appeared to have erred on the side of lower-than-necessary
premiums and are now correcting for that as the health care
profiles of their enrollees becomes clearer.

The reality is if they are to be successful, insurers must price
based on future expectations, not past experience. In the initial
years of coverage expansion and the ACA's reforms, the steady
state composition of the nongroup insurance risk pools in
marketplaces has been and remains somewhat uncertain. Early
enrollment growth has been somewhat below expectations,
particularly for those eligible for lower amounts of financial
assistance to purchase coverage. As enrollment increases—
perhaps as the penalties for not obtaining coverage increase
and as information about new insurance options become more
widely known and understood—insurance pools could attract
increasing numbers of lower-risk individuals.10 At the same
time, year-to-year variation in expected average health care
costs for any particular insurer should fall and stabilize, but the
process may take another two or three years to settle down.
The elimination of the so-called grandmothered plans, those
that are not ACA-compliant but were in place prior to 2014 and
extended in many states through their 2016 plan years, should
significantly improve the ACA compliant risk pools. These plans
disproportionately enrolled people in relatively good health,
and once the policies end, most of these enrollees will seek
coverage in the ACA-compliant, nongroup insurance markets.
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DATA AND METHODS

Our analysis focuses on comparing each insurer's lowest-cost
silver marketplace plan premium for a 40-year-old, non-
tobacco-using individual in selected rating areas within 20
states and the District of Columbia in 2015 and 2016. Relative
changes in premiums for a 40-year-old are identical to those
for any other age because of the fixed-age rating curves
required under the ACA. We gathered 2016 premium data for
the study states and regions from publicly available rate filings
posted on the websites of state departments of insurance. We
obtained the 2015 premiums from either Healthcare.gov or the
respective state based marketplace website. Tl

We analyze the full premiums charged by insurers. Most
marketplace enrollees (those with household incomes between
100 R and 400 percent of the federal poverty level (FPL) who
do not have affordable offers of employer based insurance)

do not pay the full premium.They pay a percentage of income
plus or minus the difference between the premium of the

plan they choose and the benchmark plan's premium. We
analyze the full premium here as it is the best way to assess the
price competition in each market, eliminating variation in the
distribution of income in each area as a confounding factor.
Within the parameters of the ACA, insurers can lower premiums
through avariety of strategies, for example, limiting provider
networks to lower cost hospitals and physicians, adjusting cost-
sharing requirements on different types of services, and using
various utilization management techniques. We do not assess
these different cost-saving strategies here.

We selected only states that, as of early October 2015, had
completed the rate review process and closed the filings for

all of the insurers participating in the marketplace for 2015.
Additionally, after the public release of the 2016 premium rates
on Healthcare.gov in October 2015, we added Florida and New
Hampshire. The states are a representative mix in terms of size
and geographic diversity. For our selected states, we studied
the three largest rating areas by total population. In the cases
of California, New York, Pennsylvania and Florida we included
more than three rating areas given the large populations of
these states. Two of our study states— New Hampshire and
Rhode Island— plus the District of Columbia have only one
rating area, which spans the entire nongroup marketplace.

We analyze silver level plans because that tier of coverage is
used to determine the size of advanced premium tax credits
supporting the purchase of health insurance coverage

through the marketplaces. In addition, the silver plans are
the most frequently purchased and are the only options that
allow subsidized individuals to utilize cost-sharing reductions
for which they may be eligible. We study the lowest-cost
silver option offered by each insurer as these are their most
competitive plans in this tier and best allow an analysis of
competitive dynamics in the market.

We compiled the premium price for the lowest-cost silver plan
available from each insurer in each selected rating region for
a 40-year-old nonsmoker for 2015, along with the lowest-cost
silver plan premiums approved for each insurer participating
in 2016. We then calculated the percentage change in these
two premiums for each insurer. In some cases, we were unable
to calculate the percentage change for one of the following
reasons: (a) the insurer was a new entrant to the marketplace
in 2016, (b) the insurer expanded its service into a new rating
area in 2016, or (c) the insurer left the marketplace in 2016. In
some cases, particular plans may only be offered in a portion of
a rating area. This is not taken into account in the calculations
provided.

In addition to computing the relative change in lowest-cost
silver plans between 2015 and 2016 for each insurer by rating
region, we computed the average change in these premiums
for each rating area and across the rating areas studied in

a state. In each rating area, we also calculated the relative
change in the lowest-cost silver plan premium offered by any
marketplace insurer in 2015 to the lowest-cost silver plan that
is available for the 2016 plan year. This provides an indicator

of whether the silver tier of coverage is getting more or less
expensive in a particular area. As is shown in the results, in
some rating regions, the lowest-cost insurer in 2015 is different
than the lowest-cost insurer in 2016. When calculating averages
across rating regions, we weight using rating region population
as we do not have marketplace enrollment data by rating
region.

In the state specific tables we have also included the insurer
type (Blue Cross Blue Shield affiliate, provider sponsored,
previously Medicaid only, national, regional/local, co-op) to
allow us to analyze whether insurer type appears to have
an effect on pricing strategy and competitive positioning in
2016. We define Medicaid insurers as those that only offered
public insurance (Medicaid with or without Medicare) plans
before the 2014 nongroup open enrollment period. If an
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insurer offered Medicaid plans in addition to individual, small-
group or large-group plans prior to 2014, then the insurer is
classified according to its other characteristics. The co-ops were
established under the ACA, and all members are listed on the
National Alliance of State Health Co-Ops web site. The provider-
sponsored insurers are those that are directly affiliated with a
provider system (generally a hospital system). Blue Cross Blue
Shield insurers are those that are members of the Blue Cross
Blue Shield Association.

Our results by state also include an index of average premiums
in 2015 and 2016 in order to facilitate an understanding of how
the lowest-cost silver plans in each study state compare to the
group of 21 and how each state's relative position changed in
2016. We exclude New York from this index because New York's
premiums are community rated as opposed to the fixed age-
curve the other 20 states use, so its comparison to the others

in this way would be somewhat distorted. We use this index to
showcase how states relate to the national average.

INDIVIDUAL STATE RESULTS

In this section we summarize the major changes in marketplace
lowest-cost silver premiums in each study state in 2016. We
focus on which insurers are responsible for significant changes,
be they increases or decreases. The analysis includes only the
lowest-premium silver plans offered by each marketplace
participating insurer in each of the 63 rating regions studied

in 20 states and the District of Columbia. In each state specific
table, we show:

1. The 2015 to 2016 change in premium for the lowest-cost
silver plan each insurer offers in each rating region studied
(referred to below as the change in insurer premium);

2. The average of these changes (from 1. above) within each
rating region across all insurers (referred to below as the
rating region average change in insurer premiums);

3. The percentage difference in the lowest-cost silver
premium offered in 2016 from the lowest-cost silver
premium offered in 2015 in that rating region, taking all
insurers in that region into account (referred to below as
the change in the region's lowest-premium option);

4. The average insurer change (from 1. above) across all
regions studied in the state (referred to below as the state
average change in insurer premiums);

5. The average change in the lowest silver premium (from 3.
above) across all regions studied in the state (referred to
below as the state average change in lowest-premium
option) .

Arkansas

Arkansas' state average change in insurer premiums was

a decrease of 0.8 percent in 2016 across the Little Rock,
Fayetteville and rural rating regions studied (Table 3). The state
average change in the lowest-premium option was an increase
of 4.7 percent. These changes were relatively consistent across
the three rating regions. The rating region average change

in insurer premiums was an increase of less than 1 percent in
both Little Rock and Fayetteville, and the rating region average
decreased by 5.4 percent in the rural counties. In each of these
regions, the change in the lowest-premium option ranged from
4.5 to 4.9 percent. United Healthcare entered each of these
marketplace regions in 2016; no insurers exited.

At the insurer level, the most interesting finding is that the
Arkansas Blue Cross Blue Shield (BCBS)- by the far the largest
insurer in the state—was the lowest-cost insurer in 2015, but
had the highest relative premium increases in 2016. Arkansas
BCBS's lowest-cost silver premium increased by 19.0 percent

in Little Rock, by 17.2 percent in Fayetteville, and by 17.1
percent in the selected rural counties. As a result of these

large increases, it is no longer the lowest-cost insurer in 2016.
However the multi-state plan offered by Arkansas Blue Cross
Blue Shield reduced its rates by about 3 percent in each of
these regions and became the lowest-cost silver option in each
location. These dynamics could reflect high utilization among
the BCBS enrollees in 2015 that the insurer did not expect to be
recouped via the risk adjustment, reinsurance, and risk corridor
mechanisms.

Other insurers in the state, particularly Ambetter, had small
increases or reductions in rates and now have premiums

close to those of the Arkansas BCBS multistate plan. United
Healthcare entered the marketplace in 2016, but their
premiums were relatively high in two of these three rating
regions. QC Life and Health and Qualchoice lowered their
premiums significantly in the selected rural counties, correcting
for the very high premiums they charged in 2015 and making
them more competitive in that rating region this year.

California

In California, the state average increase in insurer premiums
across the five rating regions we examined (East Los Angeles,
West Los Angeles, San Diego, Sacramento, and San Francisco)
was 1.2 percent (Table 4). The state average increase in the
lowest-premium option was 0.7 percent. Rate increases were
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Table 3. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Arkansas

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Insurer Name Insurer Type

Rating Area 1: Little Rock

Arkansas Blue Cross Blue Shield Blue $294
Arkansas Blue Cross Blue Shield - MSP Blue $317
Ambetter Medicaid $332
QC Life and Health Provider $372
Qualchoice Provider $372
UnitedHealthcare National N/A

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 3: Fayetteville

Arkansas Blue Cross Blue Shield Blue $277
Arkansas Blue Cross Blue Shield - MSP Blue $298
Ambetter Medicaid $304
QC Life and Health Provider $335
Qualchoice Provider $335
UnitedHealthcare National N/A

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 2: Selected Rural Counties

Arkansas Blue Cross Blue Shield Blue $273
Arkansas Blue Cross Blue Shield - MSP Blue $295
Ambetter Medicaid $288
QC Life and Health Provider $410
Qualchoice Provider $410
UnitedHealthcare National N/A

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

Silver Plan Premium Silver Plan Premium 2015-2016

$350 19.0%
$307 -3.2%
$344 3.6%
$332 -10.8%
$354 -4.8%
$331 N/A
4.5%
0.8%
$324 17.2%
$290 -2.8%
$291 -4.3%
$312 -6.8%
$333 -0.6%
$377 N/A
4.9%
0.5%
$320 17.1%
$286 -2.9%
$302 4.8%
$305 -255%
$325 -20.5%
$386 N/A
4.8%
-5.4%
4.7%
-0.8%
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low in each of the rating regions we examined except for
Sacramento, where the rating area average change in insurer
premiums was 7.2 percent. Anthem, Blue Shield, Health Net
and Kaiser Permanente participate in each of the five regions
in 2016. There are two new entrants this year in these five
ration regions, Oscar in West Los Angeles and Health Net in
Sacramento (Health Net had previously offered coverage

in other Covered California regions). There were no exits of
insurers in 2016.

The lowest-premium option in East Los Angeles in both 2015
and 2016 is HealthNet. They remain the lowest-cost insurer in
2016 despite a 5.5 percent increase in their lowest-priced silver
plan. They are followed closely by Blue Shield, Molina Health
Care (a large national Medicaid chain) and L.A. Care, creating

a highly competitive, tightly priced market. In the West Los
Angeles region, HealthNet was the lowest-cost insurer in 2015
and increased its lowest-cost silver premium by a small amount
(3.4 percent) in 2016. Molina Health Care reduced their lowest

premium by 9.0 percent in 2016, however, and became the
lowest-cost insurer in that region.

In San Diego, Health Net was the lowest-priced silver insurer
in 2015 and the premium for its most price-competitive plan
was essentially unchanged in 2016. But Molina reduced the
premium for its lowest-cost silver plan by 9.0 percent, making
it the San Diego region's lowest-cost 2016 insurer. Anthem was
the lowest-cost insurer in Sacramento in 2015, but increased
its premium by about 11 percent in 2016. Kaiser had a much
smaller premium increase (5.1 percent) in 2016, allowing it to
become the lowest-cost insurer in Sacramento this year; the
difference in premiums across these insurers remains small. In
San Francisco, the premiums in both years are higher than the
other regions studied in the state. The Chinese Community
Health Plan remains by far the lowest-cost insurer. California
Blue Shield is the region's second lowest-cost insurer in 2016.
Both had small reductions in their lowest premium offerings
this year.

Table 4. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, California

Insurer Name

Insurer Type

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Rating Area 15: East Los Angeles

Anthem Blue
Blue Shield Blue
Health Net Regional
Kaiser Permanente Provider
L.A. Care Regional
Molina Healthcare Medicaid

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 16:West Los Angeles

Anthem Blue

Blue Shield Blue

Health Net Regional
Kaiser Permanente Provider
L.A. Care Regional
Molina Healthcare Medicaid
Oscar Regional

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Silver Plan Premium Silver Plan Premium 2015-2016
$257 $274 6.5%
$270 $245 -9.3%
$230 $243 5.5%
$287 $298 3.9%
$265 $254 -4.3%
$259 $253 -2.3%

5.5%
0.0%
$270 $278 2.9%
$308 $318 3.4%
$247 $255 3.4%
$300 $312 3.9%
$278 $266 -4.3%
$259 $236 -9.0%
N/A $298 N/A
-4.3%
0.0%
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Rating Area 19: San Diego

Anthem Blue
Blue Shield Blue
Health Net Regional
Kaiser Permanente Provider
Sharp Provider
Molina Healthcare Medicaid

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 3:Sacramento

Anthem Blue
Blue Shield Blue
Western Health Advantage Provider
Kaiser Permanente Provider
Health Net Regional

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 4:San Francisco

Anthem Blue
Blue Shield Blue
CCHP Regional
Health Net Regional
Kaiser Permanente Provider

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across sclected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$333

$343

$295

$314

$329

$314

$347

$357

$381

$356

N/A

$414

$401

$356

$449

$393

$361

$342

$296

$329

$344

$286

$386

$388

$395

$374

$408

$455

$388

$352

$438

$413
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8.5%

-0.2%

0.2%

4.8%

4.7%

-9.0%

-3.2%

0.8%

11.2%

8.7%

3.7%

5.1%

N/A

7.8%

7.2%

9.9%

-3.2%

-1.1%

-2.4%

5.0%

-1.1%

1.6%

0.7%

1.2%
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Table 5. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating
Areas, 2015 and 2016, Colorado

Insurer Name Insurer Type .2015 Lowest- C(.)st .2016 Lowest—Co.st Percentage Change
Silver Plan Premium Silver Plan Premium 2015-2016
Rating Area 3: Denver

Kaiser Permanente Provider $240 $283 17.8%
Humana National $244 $278 13.7%
Colorado Health OP Co-op $207 N/A N/A
Denver Health Medical Plan Provider $318 $363 13.8%
Colorado Choice Health Plan Regional $308 $287 -6.8%
Rocky Mountain Health Plans Regional $345 $459 33.2%
Cigna National $339 $296 -12.4%
HMO Colorado (Anthem) Blue $316 $402 27.0%
All Savers National $349 $331 -5.1%
New Health Ventures (Access Health Colorado) Regional $274 N/A N/A
United Healthcare of CO National N/A $319 N/A
Percentage Change in Region’s Lowest-Premium Option 34.6%
Rating Area Average - Change in Insurer Premium 1 12.6%

Rating Area 5: Grand Junction

Rocky Mountain Health Plans Regional $293 $372 27.0%
HMO Colorado (Anthem) Blue $359 $373 4.0%
Colorado Health OP Co-op $317 N/A N/A
New Health Ventures (Access Health Colorado) Regional $396 N/A N/A
Percentage Change in Region’s Lowest-Premium Option 27.0%
Rating Area Average - Change in Insurer Premium 1 16.0%

Rating Area 2: Colorado Springs

Humana National $233 $267 15.0%
Colorado Choice Health Plan Regional $276 $257 -7.0%
Kaiser Permanente Provider $257 $259 1.0%
Rocky Mountain Health Plans Regional $312 $451 45.0%
HMO Colorado (Anthem) Blue $296 $320 8.0%
Colorado Health Op Co-op $194 N/A N/A
New Health Ventures (Access Health Colorado) Regional $251 N/A N/A
Percentage Change in Region’s Lowest-Premium Option 32.2%
Rating Area Average - Change in Insurer Premium 1 12.0%
State Average Change in Lowest-Premium Option (Select Rating Areas)1 33.8%
State Average Change in Insurer Premiums (Select Rating Areas)1 12.6%

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/Astands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.
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Table 6. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating
Areas, 2015 and 2016, Connecticut

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Insurer Name Insurer Type . . . A
Silver Plan Premium Silver Plan Premium 2015-2016

Rating Area 1: Bridgeport/Stamford

ConnectiCare Benefits Inc. Regional $395 $389 -1.4%
Anthem Blue Cross and Blue Shield Blue $422 $429 1.6%
UnitedHealthcare National $407 $416 2.3%
HealthyCT Inc. Co-op $380 $412 8.4%
Percentage Change in Region’s Lowest-Premium Option 2.4%
Rating Area Average - Change in Insurer Premium 1 2.7%

Rating Area 2: Hartford

ConnectiCare Benefits Inc. Regional $321 $316 -1.4%
Anthem Blue Cross and Blue Shield Blue $334 $339 1.6%
UnitedHealthcare National $386 $381 -1.4%
HealthyCT Inc. Co-op $333 $360 8.3%
Percentage Change in Region’s Lowest-Premium Option -1.4%
Rating Area Average - Change in Insurer Premium 1 1.8%

Rating Area 5: New Haven

Anthem Blue $365 $371 1.6%
HealthyCT Inc. Co-op $355 $383 7.9%
UnitedHealthcare National $370 $373 0.9%
ConnectiCare Regional $362 $356 -1.4%
Percentage Change in Region’s Lowest-Premium Option 0.4%
Rating Area Average - Change in Insurer Premium 1 1.9%
State Average Change in Lowest-Premium Option (Select Rating Areas)1 0.5%
State Average Change in Insurer Premiums (Select Rating Areas)1 2.1%

1. Average across selected rating ateas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

Table 7. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating
Areas, 2015 and 2016, District of Columbia

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Insurer Name Insurer Type . . . B
Silver Plan Premium Silver Plan Premium 2015-2016

Rating Area 1: Entire District

CareFirst Blue $256 $229 -10.6%
Kaiser Permanente Provider $242 $243 0.7%
Aetna National $306 N/A N/A
Percentage Change in Lowest-Premium Option -5.2%
Average Change in District 1 -4.9%

1. Average across sclected rating arcas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.
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Colorado

Colorado is one of the four study states where several insurers
had very large premium increases in 2016 (Table 5). The state
average change in insurer premiums was 12.6 percent across
the three rating regions studied (Denver; Grand Junction;

and Colorado Springs). The state average change in lowest-
premium option was 33.8 percent. These changes are relatively
consistent in all three rating regions and are largely attributable
to the exit from these markets of the 2015 lowest-cost insurer,
Colorado Health Op. Colorado Health Op reduced premiums
dramatically between 2014 and 2015 and became the lowest-
cost insurer in these areas. Presumably, high claims costs

in 2015 forced them to exit the market. Plus, many of the
remaining insurers had large increases in 2016.

In the Denver region, Colorado Health Op had an extremely low
premium in 2015. The two next lowest-cost insurers in 2015,
Kaiser Permanente and Humana, increased their premiums
significantly in 2016 (17.8 and 13.7 percent, respectively),

but nonetheless are the lowest-cost insurers in 2016 given
Colorado Health OP's exit from the market. As a result, the
change in the region's lowest-premium option was 34.6 percent
this year. In Grand Junction, the Rocky Mountain Health Plan,
headquartered in that city, was by far the lowest-cost insurer in
2015. Rocky Mountain's 27.0 percent premium increase in 2016
still allows the insurer to remain the lowest-priced offeror. HMO
Colorado, a product of Anthem is very similar in price in 2016.

In Colorado Springs as well, Colorado Health Op had by far the
lowest premium in 2015. Colorado Choice Health Plan became
the lowest-premium insurer in 2016 following the co-op's exit,
followed closely by Kaiser Permanente and Humana. While the
region's lowest-premium option increased by 32.2 percent,
this can be explained by the exit of Colorado Health Op, which
appears to have set its premiums unrealistically low in 2015.
The Rocky Mountain Health Plan's lowest-cost silver premium
increased tremendously in Colorado Springs as it did in the
other study regions, and Humana increased its lowest-cost
silver plan premium by 15 percent.

Connecticut

Connecticut has fairly high premiums by national standards
but, in general, insurers increased premiums there very little in
2016 (Table 6). The state average increase in insurer premiums
across our three selected rating regions (Bridgeport/Stamford,
Hartford and New Haven) was 2.1 percent. The state average
change in lowest-premium option was only 0.5 percent. Each
rating region average change in insurer premiums was small
(2.7 percent in Bridgeport, Stamford; 1.8 percent in Hartford,
and 1.9 percent in New Haven). The change in each of the
region's lowest-premium options was small or negative.

HealthyCT Inc., a co-op, was the 2015 lowest-priced insurer

in Bridgeport/Stamford and in New Haven and was quite
competitive in Hartford. In 2016, the insurer increased its
lowest-priced silver plan premiums approximately 8 percent in
each rating region, by far the largest relative increase among
the insurers in these regions. ConnectiCare Benefits Inc., a local
commercial insurer, decreased its premiums modestly in 2016,
becoming the lowest-cost insurer in the Bridgeport/Stamford
and New Haven regions and keeping it the lowest-cost insurer
in Hartford. Anthem Blue Cross Blue Shield is price-competitive
in Hartford and New Haven, but is the highest-priced insurer in
Bridgeport/Stamford. United HealthCare participates in each
of these three regions, but is most price-competitive in New
Haven.

Washington, D.C.

In the District of Columbia premiums are low by national
standards, and the District's average insurer premium fell by
4.9 percentin 2016 (Table 7). The District's lowest-premium
option fell by 5.2 percent. In 2015, Kaiser Permanente offered
the lowest-premium silver plan and had a very small increase
in 2016. But CareFirst BlueCross Blue Shield decreased the
premium for its lowest-cost silver plan by 10.6 percent and
became the lowest-cost plan in 2016. Aetna, the highest-priced
insurer in 2015 and one which had a low market share in the
area, left the D.C. marketplace in 2016.

Florida

In Florida we examined five rating regions (Miami, Orlando,
Jacksonville, Ft. Lauderdale, and Tampa) (Table 8). In 2016, there
was virtually no change in state average insurer premiums,

an increase of only 0.1 percent. The state average change in

the lowest-premium option was likewise extremely small,

a decrease of 0.4 percent. However, there was significant
variation across rating regions and insurers.

In Miami, the lowest- cost insurers in 2015 were Ambetter

and Molina, both national Medicaid chains. In 2016 Ambetter
reduced its premiums slightly, by 4.4 percent, while Molina
kept its premium constant, allowing Ambetter to hold the
most price-competitive position this year. Florida's Blue HMO
reduced the premium of its lowest-cost silver offering in Miami
by almost 29 percent, making it much more price-competitive
than in 2015. It followed a similar strategy throughout the
regions studied. In Ft Lauderdale, Coventry offered the lowest-
cost silver plan in 2015, and despite a 10 percent premium
increase, remains the most competitive in that region in 2016.
However, in 2016, it faces stronger competition from Ambetter,
Florida Blue Cross HMO, and Molina.
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In Orlando, the Florida Blue Cross HMO is now the lowest-
premium option, replacing Humana. Neither of the Medicaid
plans, Ambetter nor Molina, is currently participating in the
Orlando marketplace region.The change in the Orlando
region's lowest-premium option was 4.9 percent in 2016. In
Tampa, the change in the region's lowest-premium option was
a decline of 10.2 percent, the result of Ambetter's entry into this
region. The rating region average change in insurer premium
was a modest 3.4 percent. In Jacksonville, there was also a
decline in the rating region's lowest-premium option due to the
entrance into that market of Ambetter, with the premium of the
lowest-cost option falling by 3.0 percent.

Indiana

In the three Indiana rating regions we studied (Indianapolis,
Gary, and selected rural counties), marketplace competition
was intense between Anthem (a Blue Cross Blue Shield plan)
and three Medicaid insurers: Caresource, Ambetter, MDwise

in both 2015 and 2016 (Table 9). That competition was
enhanced in 2016 by the entry of IU Health Plan (a partnership
with the Indiana University School of Medicine) into two of
these markets and that insurer's large premium decrease in
Indianapolis. The state had a large, 10.7 percent, decrease in
average premiums in 2016. The state average change in lowest-
premium option was a substantial decrease of -12.5 percent. As
shown inTable 1, Indiana premiums were above the national
average in 2015.

In Indianapolis, CareSource and Ambetter were the lowest-cost
insurers in 2015. In 2016, Anthem decreased its lowest-cost
silver plan premium by 21.9 percent to become the lowest-cost
insurer. Six of the seven insurers offering marketplace coverage
in Indianapolis in 2016 reduced their premiums this year, with
the only one not reducing premiums (All Savers) increasing its
lowest silver premium by 1.2 percent, offering consumers many
lower cost alternatives. Assurant, the highest-priced insurer in
the area in 2015, left the market in 2016 (likewise for Gary and

Table 8. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected

Rating Areas, 2015 and 2016, Florida

Insurer Name

Insurer Type

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Rating Area 43: Miami

Ambetter Medicaid
Coventry National
Florida Blue (BCBS of Florida) Blue

Florida Blue HMO Blue

Humana National
Molina Medicaid
UnitedHealthcare National
Cigna National

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 48: Orlando

Florida Blue (BCBS of Florida) Blue
Florida Blue HMO Blue
Humana National
Cigna National
UnitedHealthcare National

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Silver Plan Premium Silver Plan Premium 2015-2016
$274 $262 -4.4%
$309 $301 -2.6%
$362 $347 -4.1%
$430 $307 -28.6%
$301 $362 20.3%
$274 $274 0.0%
N/A $366 N/A
$419 N/A N/A

-4.4%
-3.2%
$312 $312 0.0%
$374 $302 -19.3%
$288 $336 16.7%
$374 N/A N/A
$298 $355 19.1%
4.9%
4.1%
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Rating Area 15: Jacksonville

Ambetter Medicaid N/A
Florida Blue (BCBS of Florida) Blue $291
Florida Blue HMO Blue $340
UnitedHealthcare National $280
Coventry National $271

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 6: Ft. Lauderdale

Coventry National $241
Ambetter Medicaid $293
Florida Blue (BCBS of Florida) Blue $363
Florida Blue HMO Blue $388
Molina Medicaid $287
Humana National $272
UnitedHealthcare National $308

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 28: Tampa

Ambetter Medicaid N/A
Florida Blue (BCBS of Florida) Blue $275
Florida Blue HMO Blue $345
Humana National $275
UnitedHealthcare National $292
Cigna National $369

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across sclected rating ateas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$263
$286
$290
$336

$292

$265
$277
$342
$279
$288
$299

$338

$247
$275
$287
$306
$348

N/A

N/A
-1.7%
-14.7%
20.0%

1.7%

-3.0%

2.8%

10.0%
-5.5%
-5.8%
-28.1%
0.3%
9.9%

9.7%

10.0%

-1.3%

N/A
0.0%
-16.8%
11.3%
19.2%
N/A
-10.2%
3.4%
-0.4%

0.1%
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Table 9. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Indiana

Insurer Name Insurer Type

Rating Area 10: Indianapolis

UnitedHealthcare National $386
Anthem Blue $351
Caresource Medicaid $317
Ambetter Medicaid $329
IU Health Plan Provider $408
Mdwise Provider $365
PHP Provider $403
Assurant National $525

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1

Rating Area 1:Gary (Northwest Counties)

UnitedHealthcare National $382
Anthem Blue $321
Caresource Medicaid $317
Ambetter Medicaid $296
IU Health Plan Provider N/A
Mdwise Medicaid $339
PHP Provider $385
Assurant National $425

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1

Rating Area 16: Selected Rural Counties

UnitedHealthcare National $282
Anthem Blue $259
Caresource Medicaid $217
Ambetter Medicaid $197
IU Health Plan Provider N/A
Mdwise Medicaid $293
SIHO Insurance Services Regional $347
Assurant National $401

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating ateas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$390 1.2%
$274 -21.9%
$304 -4.1%
$298 -9.5%
$308 -24.5%
$286 -21.7%
$386 -4.1%
N/A N/A
-13.7%
-12.1%
$348 -8.9%
$251 -21.6%
$282 -11.2%
$286 -3.5%
$282 N/A
$267 -21.0%
$376 -2.3%
N/A N/A
-15.0%
-11.4%
$285 1.3%
$206 -20.3%
$237 9.2%
$186 -5.9%
$227 N/A
$244 -16.8%
$338 -2.7%
N/A N/A
-5.9%
-5.9%
-12.5%
-10.7%
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Table 10. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Iowa

Insurer Name

UnitedHealthcare
Coventry Healthcare
Medica
CoOportunity Health
Gundersen

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

UnitedHealthcare
Coventry Healthcare
Medica
CoOportunity

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Coventry Healthcare
UnitedHealthcare
Medica

Avera

CoOportunity Health

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

2015 Lowest- Cost
Silver Plan Premium

Insurer Type

Rating Area 6: Cedar Rapids

National N/A
National $234
Medicaid N/A

Co-op N/A
Medicaid $370

Rating Area 2: Des Moines

National N/A
National $195
Medicaid N/A

Co-op N/A

Rating Area 3: Sioux City

National $247
National N/A
Medicaid N/A
Provider $355

Co-op N/A

State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$284

$269

$382

N/A

$406

$275

$233

$376

N/A

$295

$319

$375

N/A

N/A

ACA Implementation—Monitoring and Tracking

2016 Lowest-Cost
Silver Plan Premium

Percentage Change
2015-2016

N/A

15.0%

N/A

N/A

9.8%

15.0%

12.4%

N/A

19.4%

N/A

N/A

19.4%

19.4%

19.4%

N/A

N/A

N/A

N/A

19.4%

19.4%

17.2%

15.9%
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Table 11. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating
Areas, 2015 and 2016, Maine

Insurer Name Insurer Type .2015 Lowest- C(.)st .2016 Lowest—Co.st Percentage Change
Silver Plan Premium Silver Plan Premium 2015-2016
Rating Area 1: Portland

Maine Community Health Options (Co-op) Co-op $282 $284 0.7%
Anthem Blue $275 $288 4.8%
Harvard Pilgrim Regional $366 $287 -21.7%
Anthem MSP Blue $305 $301 -1.3%

Aetna National N/A $279 N/A
Percentage Change in Region’s Lowest-Premium Option 1.5%
Rating Area Average - Change in Insurer Premium 1 -4.4%

Rating Area 3:Selected Rural Counties

Maine Community Health Options (Co-op) Co-op $323 $326 0.9%

Anthem Blue $343 $334 -2.6%
Anthem MSP Blue $380 $350 -8.0%
Harvard Pilgrim Regional $404 $318 -21.3%
Aetna National N/A $305 N/A

Percentage Change in Region’s Lowest-Premium Option -5.6%
Rating Area Average - Change in Insurer Premium 1 -7.8%

Rating Area 2: Augusta

Maine Community Health Options (Co-op) Co-op $306 $308 0.8%
Anthem Blue $319 $311 -2.6%
Anthem MSP Blue $354 $325 -8.2%
Harvard Pilgrim Regional $397 $312 -21.3%
Percentage Change in Region’s Lowest-Premium Option 0.8%
Rating Area Average - Change in Insurer Premium 1 -7.9%
State Average Change in Lowest-Premium Option (Select Rating Areas)1 -1.1%
State Average Change in Insurer Premiums (Select Rating Areas)1 -6.3%

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.
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the selected rural counties). The rating region average insurer
premium fell by 12.1 percent and the change in Indianapolis'
lowest-premium option fell by 13.7 percent.

In Gary, the competitive dynamics were similar, with Anthem
decreasing its lowest-cost silver premium by 21.6 percent

and overtaking CareSource and Ambetter to be the lowest-
premium option in 2016. Every insurer participating in the
region in 2016 reduced the premium for its lowest-cost silver
plan, leading to a rating region average decrease in insurer
premiums of 11.4 percent and a decrease of 15.0 percent in the
region's lowest-premium option.

In a set of rural counties in the southeastern part of the state,
Ambetter had the lowest silver premium in 2015 and remains
the lowest-cost insurer in 2016 following a 5.9 percent premium
reduction. Both Anthem and MDwise had large reductions in
rates, but did not reduce premiums to the levels offered by
Ambetter. All Savers participated in the region in both years,
but has premiums well above those of the insurers mentioned
above. IU Health Plan entered this region in 2016 with very
competitive premiums.

Towa

lowa had very little insurer marketplace participation in 2015,
with only one or two insurers per rating area, but those that
did participate increased premiums significantly in 2016 (Table
10). The state's co-op left the marketplace entirely in early 2015.
lowa 2015 premiums were low, however, relative to the nation
average. Two insurers, United Healthcare (a national insurer)
and Medica (a Medicaid insurer), joined the state's marketplace
in 2016. United Health Care and Medica entered the
marketplaces in 2016 in all three regions, but with premiums
well above Coventry.

In 2015 Coventry Healthcare, a large national insurer now part
of Aetna, was the only insurer offering coverage statewide,
including the three rating regions studied here, Cedar Rapids,
Des Moines, and Sioux City. In Cedar Rapids, Gundersen, a
Medicaid insurer, offered coverage as well, but at a much higher
rate.

Coventry increased premiums for its lowest-cost silver plans

by 15.0 percent in Cedar Rapids and 19.4 percent in Des
Moines and Sioux City. Gunderson, the only 2015 competitor
to Coventry in these regions remaining in the market in 2016
increased its lowest-cost premium by 9.8 percent. The premium
increases for these two insurers averaged 15.9 percent across
these three regions. The state average change in the lowest-
premium option was 17.2 percent. Marketplace enrollment

in lowa was relatively low in 2015, reflecting the lack of
insurance options as well as other issues. B Worth noting is that

Wellmark, the state's largest nongroup insurer by far, has yet

to participate in the state's marketplace. Wellmark announced
that they will join the marketplace in 2017, once the so-called
grandmothered plans (a market they dominate) expire; this is
likely to change the competitive dynamics of the marketplace. %

Maine

The Maine state average change in insurer premiums across
the three rating regions we studied (Portland, Augusta, and
selected rural counties) decreased 6.3 percent in 2016 (Table
11). The state average change in the lowest-premium option
was a modest decrease of 1.1 percent. The drop in average
premiums was strongly affected by large reductions in
premiums by Harvard Pilgrim, with over 21 percent reductions
in each of these three rating regions.

In the Portland region, Anthem was the lowest-cost option

in 2015, and increased its lowest-cost silver premium by 4.8
percent in 2016. Its multi-state plan was less competitively
priced. Aetna entered the market in 2016 with the lowest
premium, and as a result, the increase in the region's lowest-
premium option was only 1.5 percent. In 2016, all of Portland's
marketplace insurers have premiums close to one another in
price, creating an intensely competitive environment.

In our selected rural region in Maine, the lowest-premium
option in 2015 was the Maine Community Health Options, a
co-op. Despite avery small 2016 increase in the premium of the
lowest-premium silver plan offered by the co-op, Aetna entered
this rating region with a lower premium as well, making it the
lowest premium offered this year. Thus, the region's lowest-
premium option fell by 5.6 percent. The rating region average
insurer premium fell by 7.8 percent. Inthe Augusta market, the
lowest-premium option in 2015 and 2016 was offered by Maine
Community Health Options, but both Anthem and Harvard
Pilgrim offer 2016 plans with only slightly higher premiums,
resulting in another highly competitive Maine market.

Maryland

Maryland's state average change in insurer premiums was 8.0
percent in 2016 across the three rating regions we studied
(Baltimore, DC suburbs, selected rural counties) (Table 12). The
state's average change in the lowest-premium option was 6.8
percent. The three rating regions' average change in insurer
premiums ranged between 7.3 percent and 10.1 percent. The
driving force behind these above average rate increases were
large premium hikes by CareFirst, the state's Blue Cross Blue
Shield insurer, both in its Blue Choice product line and through
its multi-state plan (MSP).
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Table 12. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Maryland

2015 Lowest- Cost
Silver Plan Premium

Insurer Name Insurer Type

Rating Area 1:Baltimore

BlueChoice Blue $244
CareFirst of Maryland (MSP) Blue $274
Evergreen Health Co-op $235
Kaiser Permanente Provider $226
All-Savers National $315
Cigna National $340
United Healthcare National $253

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 3:Washington, D.C. Suburbs

BlueChoice Blue $227
CareFirst of Maryland (MSP) Blue $255
Evergreen Health Co-op $231
Kaiser Permanente Provider $226
All-Savers National $315
Cigna National $345
UnitedHealthcare National $259

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 2: Selected Rural Counties

BlueChoice Blue $239
CareFirst of Maryland (MSP) Blue $268
Evergreen Health Co-op $237
Kaiser Permanente Provider N/A
All-Savers National $315
UnitedHealthcare National N/A
Cigna National $345

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$296

$353

$252

$243

$311

$316

$249

$276

$329

$255

$243

$311

$266

$255

$290

$346

$261

$243

$311

$261

$315
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2016 Lowest-Cost
Silver Plan Premium

Percentage Change
2015-2016

21.3%

29.0%

7.3%

7.6%

-1.5%

-7.1%

-1.9%

7.6%

7.8%

21.5%

29.2%

10.1%

7.6%

-1.5%

-22.9%

-1.3%

7.6%

73%

21.4%

29.0%

10.1%

N/A

-1.5%

N/A

-8.7%

2.7%

10.1%

6.8%

8.0%
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Table 13. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Michigan

Insurer Name

Blue Care Network of Michigan

MclLaren Health Plan, Inc.

Blue Cross Blue Shield of Michigan (MSP)
Priority Health

Alliance Life and Health

Health Alliance Plan

Humana Insurance Company

Molina

Total Health Care

UnitedHealthcare

Assurant

Consumers Mutual Insurance of Michigan
Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Humana Insurance Company

Total Health Care USA, Inc.

Blue Care Network of Michigan

MclLaren Health Plan, Inc.

Health Alliance Plan (HAP)

Blue Cross Blue Shield of Michigan (MSP)
Priority Health

Molina

Alliance Health and Life

Consumers Mutual Insurance of Michigan
Assurant

UnitedHealthcare

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Insurer Type

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Rating Area 2: North of Detroit

Blue

Provider

Blue

Provider

Provider

Provider

National

Medicaid

Regional

National

National

Co-op

Rating Area 1: Detroit

National

Regional

Blue

Provider

Provider

Blue

Provider

Medicaid

Provider

Co-op

National

National

$244

$309

$301

$286

N/A

$264

$221

$252

$243

$248

$347

$348

$219

$243

$234

$309

$266

$301

$285

$252

$338

$348

$334

$230

Silver Plan Premium Silver Plan Premium 2015-2016

$236 -3.3%
$324 4.9%
$331 10.1%
$246 -14.0%
$334 N/A
$258 -2.3%
$211 -4.4%
$229 -8.8%
$250 2.8%
$253 1.7%
N/A N/A
N/A N/A
-4.4%
-1.5%
$209 -4.6%
$250 2.8%
$236 0.6%
$324 4.9%
$260 -2.3%
$332 10.2%
$246 -13.8%
$229 -8.8%
$335 -0.9%
N/A N/A
N/A N/A
$262 14.1%
-4.6%
0.2%
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Rating Area 12: Grand Rapids

Blue Care Network of Michigan Blue

MclLaren Health Plan, Inc. Provider
Priority Health Provider
Blue Cross Blue Shield of Michigan (MSP) Blue

Consumers Mutuallnsurance of Michigan Co-op
Humana Insurance Company National
Assurant National
Physician's Health Plan Provider

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across sclected rating areas is weighted by population in the rating regions studied.

$286 $226 -20.7%
$274 $287 4.9%
$273 $235 -14.0%
$326 $378 15.9%
$274 N/A N/A
$232 $206 -10.9%
$328 N/A N/A
$356 $348 -2.3%
-10.9%
-4.5%
-6.1%
-1.7%

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

In Baltimore, increases in the lowest-cost silver premiums
offered through Blue Choice and the Carefirst MSP exceeded
20 percent. The lowest-cost option in Baltimore was Kaiser
Permanente in both 2015 and 2016, despite a 7.6 percent
increase. Kaiser has strong competition in 2016 from both
Evergreen Health (the state's co-op) and United Healthcare.
CareFirst, which had been the lowest-cost plan in Baltimore

in 2014 (data not shown), has premiums in 2016 which are
well above all the other marketplace insurers' lowest-premium
options. Similar market relationships and premium changes
occurred in the DC suburbs, with large increases for Blue Cross
plans and Kaiser and Evergreen being the low-cost insurers.
Cigna became increasingly competitive in this region in 2016.

In the rural counties in the southern part of Maryland as well,
the Carefirst Blue Choice and MSP options increased their
premiums by over 20 percent. While Evergreen Health had
been the lowest-cost plan in this rating region in 2015, Kaiser
Permanente entered in 2016 and captured the lowest-silver
premium position. Kaiser's lowest-cost premium is, however,
followed closely by Evergreen Health and United Healthcare.
Because of the entrance of Kaiser Permanente, the change in
the region's lowest-premium option was only 2.7 percent in this

rural area.
Michigan

Michigan has a highly competitive market with eight or more
insurers in each of the three rating regions we examined (North
of Detroit, Detroit, and Grand Rapids) (Table 13).The state

average change in insurer premiums in 2016 was a decrease of
1.7 percent. But because of premium reductions by Humana,
the lowest-cost insurer in 2015, the state average change in the
lowest-premium option fell by 6.1 percent.

In suburbs north of Detroit (the largest rating area by
population), Humana was the lowest-cost insurer in both 2015
and 2016, and reduced its lowest-cost silver option premium
by 4.4 percent this year. Humana has strong competition from
Molina - a national Medicaid plan, Priority Health - a provider
sponsored insurer, and the Blue Care Network of Michigan - a
Blue Cross HMO. Each has premiums close to, but greater than,
Humana's. Total Health Care, United Health Care, and Health
Alliance Plan are not far behind them. The rating region average
change in insurer premium was a 1.5 percent decrease in 2016,
but the rating region's lowest-premium option (offered by
Humana) decreased by 4.4 percent.

In Detroit, there was strong competition among the same four
lowest-cost insurers as in the north suburbs. Humana remained
the lowest-cost insurer in both 2015 and 2016, with a4.6
percent reduction in the premium of its lowest-cost silver plan
in 2016.The Blue Care Network of Michigan, Priority Health,
and Molina all had silver plan premiums close to, but above
that of Humana. In this region, average insurer premiums
stayed about constant, but the lowest-premium option costs
4.6 percent less in 2016 than in 2015. In Grand Rapids, Humana
remained the lowest-cost plan in 2016, with a 10.9 percent
reduction in its lowest-cost silver plan premium. The Blue Care
Network of Michigan and Priority Health both significantly
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Table 14. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Minnesota

2015 Lowest- Cost
Silver Plan Premium

Insurer Name Insurer Type

Rating Area 8: Minneapolis, St. Paul, Bloomington

HealthPartners Regional
BCBS Minnesota Blue
Ucare Medicaid
Medica Medicaid
BCBS Minnesota (MSP) Blue
Blue Plus Blue

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 1: Rochester

Medica Medicaid
BCBS Minnesota Blue
BCBS Minnesota (MSP) Blue
Blue Plus Blue

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 7:Selected Rural Counties

HealthPartners Regional
Ucare Medicaid
BCBS Minnesota Blue
Medica Medicaid
Blue Plus Blue
BCBS Minnesota (MSP) Blue

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across sclected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$181

$201

$183

$222

$249

$205

$282

$283

$351

N/A

$207

$189

$222

$236

$225

$276

$235

$321

$228

$254

$361

$300

$329

$445

$502

$422

$260

$234

$358

$243

$286

$403
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2016 Lowest-Cost
Silver Plan Premium

29.8%

59.8%

24.4%

142%

45.1%

46.4%

25.5%

36.6%

16.8%

57.5%

42.9%

N/A

16.8%

39.1%

25.9%

23.9%

60.9%

2.8%

27.4%

46.1%

23.9%

31.1%

24.4%

36.3%

Percentage Change
2015-2016
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Table 15. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected
Rating Areas, 2015 and 2016, Nevada

Insurer Name

Healthplan of Nevada 3

Anthem

Prominence

Anthem MSP

Nevada Health Co-op

Assurant

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Anthem

Prominence

Anthem MSP
Nevada Health Co-op
Assurant

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Healthplan of Nevada 3
Anthem

Prominence

Anthem MSP

Nevada Health Co-op

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

2015 Lowest- Cost
Silver Plan Premium

Insurer Type

Rating Area 1: Las Vegas

National

Blue

Provider

Blue

Co-op

National

Rating Area 3: Carson City

Blue

Provider

Blue

Co-op

National

Rating Area 2: Reno

National

Blue

Provider

Blue

Co-op

State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

3. Healthplan ofNevada is owned by UnitedHealthcare.

$237

$260

N/A

$288

$243

$323

$342

$385

$378

$327

$355

$308

$321

$331

$355

$355

$256

$268

$280

$330

N/A

N/A

$343

$381

$424

N/A

N/A

$333

$298

$327

$380

N/A

2016 Lowest-Cost
Silver Plan Premium

Percentage Change

2015-2016

8.2%

2.8%

N/A

14.7%

N/A

N/A

8.2%

8.6%

0.2%

-1.0%

12.2%

N/A

N/A

4.9%

3.8%

8.2%

-7.3%

-1.4%

71%

N/A

-3.1%

1.7%

6.0%

6.7%
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Table 16. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer,

Selected

Rating Areas, 2015 and 2016, New Hampshire

Insurer Name

Insurer Type

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Rating Area 1: Entire State

Minuteman Health Inc. Co-op
Anthem Blue
Harvard Pilgrim Healthcare Regional
Anthem MSP Blue
Community Health Options Co-op
Assurant Health National

Percentage Change in Lowest-Cost Option 1

Average Change in State 1

1. Average across selected rating areas is weighted by population in the rating regions studied.

Silver Plan Premium Silver Plan Premium 2015-2016

$238 $260 9.3%
$284 $290 2.3%
$295 $289 -2.1%
$296 $290 -1.9%
$305 $356 16.5%
$474 N/A N/A

9.3%

4.8%

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

reduced premiums in 2016 (20.7 and 14.0 percent, respectively),
giving them relatively low premiums, but they remained above
Humana's.

Minnesota

Minnesota had very low premiums in 2015, but experienced
very large increases between 2015 and 2016 in the three
regions studied (Minneapolis, St. Paul; Rochester; selected

rural counties) (Table 14). The state average increase in insurer
premiums across the three rating regions was 36.3 percent.
The state average change in the lowest-premium option was
24.4 percent. The large increases in premiums were driven

by substantial increases by several different insurers, but
principally by Blue Cross Blue Shield. In 2014, PreferredOne
offered the lowest-premium plans in these areas and appeared
to receive a large share of high-risk enrollees that had
previously been covered through the state's high-risk pool. In
2015, PreferredOne left the marketplace, and many of these
costly enrollees shifted to Blue Cross Blue Shield. Blue Cross
Blue Shield responded in 2016 with rate increases close to 60
percent, essentially ceding the market to others. The multistate
plan offered by Blue Cross Blue Shield Minnesota had similarly
large increases.

The lowest-cost plan in 2015 in the Minneapolis, St. Paul region
was Health Partners, a local commercial insurer; Ucare, a local
Medicaid insurer, was a closely priced competitor. In 2016 UCare
became the lowest-cost plan, despite a premium increase of

24.4 percent in 2016 relative to 2015. In the Rochester region,
a much higher-cost market than Minneapolis, Medica, a local
Medicaid plan, remained the lowest-cost plan, despite a 16.8
percent increase. In 2015, BCBS Minnesota had been priced
almost the same as Medica, but the extremely large 2016 BCBS
premium increase created a large pricing wedge between
them. Essentially, Medica is the lowest-cost plan because

the only alternatives are Blue Cross Blue Shield plans. In our
selected rural region, a set of counties north of Minneapolis,
UCare offered the lowest-cost plan in 2015 and 2016, despite a
23.9 percent premium increase this year. Medica increased its
premium price by only 2.8 percent in 2016, making it a close
price competitor to UCare. Thus, Minnesota experienced a
major shake-up in 2016 with Blue Cross Blue Shield pricing itself
to the margins of the market. The result is that Medicaid plans
in Minnesota provide the lowest-cost options in each market

studied in the state.

Nevada

Nevada's average increase in insurer premiums across the Las
Vegas, Carson City, and Reno rating regions was 6.7 percent in
2016 (Table 15).The state average change in lowest-premium
option was 6.0 percent. In Las Vegas, the Health Plan of Nevada,
a subsidiary of United Healthcare, offered the lowest-cost silver
plans in both years, despite an 8.2 percent premium increase

in 2016. Anthem increased its lowest-cost silver plan premium
by only 2.8 percent, but still has somewhat higher premiums.
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Table 17. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, New Mexico

Insurer Name

Christus Health Plan

Molina

New Mexico Health Connections

Blue Cross Blue Shield of New Mexico

Presbyterian Health Plan

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Christus Health Plan

Molina

New Mexico Health Connections

Presbyterian Health Plan

Blue Cross Blue Shield of New Mexico

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Christus Health Plan

Molina

New Mexico Health Connections

Presbyterian Health Plan

Blue Cross Blue Shield of New Mexico

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Insurer Type

Rating Area 1: Albuquerque

Medicaid

Medicaid

Co-op

Blue

Provider

Rating Area 5: Selected Rural Areas

Medicaid

Medicaid

Co-op

Provider

Blue

Rating Area 3: Las Cruces

Medicaid

Medicaid

Co-op

Provider

Blue

State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

2015 Lowest- Cost
Silver Plan Premium

$303

$186

$178

$167

$227

N/A

$259

$243

$292

$297

N/A

$210

$213

$257

$218

N/A

$190

$186

N/A

$245

$201

$252

$245

$289

N/A

$292

$204

$203

$277

N/A
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2016 Lowest-Cost
Silver Plan Premium

Percentage Change
2015-2016

N/A

2.3%

4.5%

N/A

7.8%

11.2%

3.4%

N/A

-2.7%

1.0%

-0.8%

N/A

-17.4%

-0.8%

N/A

-2.7%

-4.6%

8.1%

N/A

-3.2%

0.3%

-3.1%

1.2%
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The region lost two insurers from the marketplace this year, the
Nevada Health Co-Op (which ceased operations for 2016) and
Assurant, a national insurer, but gained Prominence, a provider-

sponsored insurer. 5

In Carson City, the Nevada Health Co-op offered the lowest-
silver premium in 2015, but given its 2016 exit, the lowest-cost

resulted in only a 4.9 percent increase in the region's lowest-
premium option since Anthem kept its premium virtually

unchanged in 2016. Assurant left this market in 2016 as well. In

Reno, the Health Plan of Nevada was the lowest-cost insurer in

2015, but increased its premiums by 8.2 percent in 2016, while

insurer in the region in 2016 is Anthem. The exit of the co-op

Table 18. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, New York

Insurer Name

Metro Plus

Health Republic Insurance
Oscar

Emblem

New York Fidelis
Empire BCBS
Northshore LIJ
Healthfirst

Affinity

United Healthcare of NY
Wellcare HMO

MVP Health
Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Metro Plus

Health Republic Insurance
Affinity

Emblem HIP

Empire HMO

Fidelis

Health First

North Shore LlJ

Oscar

United Healthcare of NY

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

2015 Lowest- Cost
Silver Plan Premium

Insurer Type

Rating Area 4: New York City

Medicaid

Co-op

Regional

Regional

Medicaid

Blue

Provider

Medicaid

Medicaid

National

Medicaid

Regional

Rating Area 8: Long Island

Medicaid

Co-op

Medicaid

Regional

Blue

Medicaid

Medicaid

Provider

Regional

National

$383

$380

$394

$407

$384

$448

$394

$387

$372

$545

$472

$417

$383

$380

$372

$407

$448

$384

$387

$394

$394

$545

$422

N/A

$430

$463

$408

$513

$368

$435

$395

$667

$486

$444

N/A

N/A

$403

$527

$472

$395

$435

$385

$430

$667
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2016 Lowest-Cost
Silver Plan Premium

Anthem reduced its by 7.3 percent, making it the lowest-cost
insurer in the region

10.3%

N/A

9.0%

13.7%

6.4%

14.5%

-6.6%

12.3%

6.3%

22.4%

3.0%

6.4%

-1.0%

8.9%

N/A

N/A

8.4%

29.4%

5.3%

3.0%

12.3%

-2.3%

9.0%

22.4%

3.6%

10.9%

Percentage Change
2015-2016
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Rating Area 2: Buffalo

New York Fidelis Medicaid
Univera (An Excellus Company) Blue

Health Republic Insurance Co-op
IHBC Provider
MVP Health Regional
Health Now Regional
Blue Cross Blue Shield of Western NY Blue

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 6: Syracuse

CDPHP Provider
Emblem HIP Regional
Health Republic Insurance Co-op
Excellus Blue

Fidelis (NY State Catholic HP) Medicaid
Health Now Regional
MVP HP Regional

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

$337 $353 4.7%
$474 $514 8.3%
$342 $N/A N/A
$428 $374 -12.7%
$365 $389 6.5%
N/A $380 N/A
$342 $352 2.9%
4.3%
2.0%
N/A $512 N/A
N/A $556 N/A
Missing N/A N/A
$459 $501 9.2%
$361 $378 4.7%
N/A $514 N/A
$459 $489 6.4%
4.7%
6.8%
0.8%
8.4%

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

New Hampshire

New Hampshire's state average increase in insurer premiums
was 4.8 percent in 2016, and the state average change in
lowest-premium option increased by 9.3 percent (Table 16).
New Hampshire had only one insurer selling coverage in the
marketplace in 2014—Anthem Blue Cross Blue Shield—and
there was considerable controversy over its limited provider
network.16 In 2015, two co-ops, Minuteman Health Inc.

and Community Health Options, entered the market, as did
Harvard Pilgrim. Minuteman Health plan offered the lowest-
cost silver option in 2015 and remains the lowest-cost option
in 2016, despite a 9.3 percent premium increase. Anthem Blue
Cross Blue Shield and Harvard Pilgrim remained somewhat
competitive, though their 2016 premiums are more than 10
percent above those of Minuteman.

New Mexico

Premiums are, on average, extremely low in New Mexico

by national standards (Table 17). The biggest change to the
New Mexico marketplace in 2016 is the withdrawal from
participation by Blue Cross Blue Shield of New Mexico.
Although it had reasonably close price competitors in New
Mexico Health Connections, a co-op, and Molina, a national
Medicaid plan, Blue Cross Blue Shield was the lowest-cost
insurer in Albuquerque in 2015. In 2016, the former two insurers
will offer the lowest-cost silver plans in Alouquerque. Although
these two insurers increased premiums modestly this year, the
exit of Blue Cross Blue Shield in this market means that the
cost of the region's lowest-premium option increased by 11.2
percent, although premiums are still low by national standards.
For those insurers remaining in the Albuquerque market, the
average insurer premium increased only 3.4 percent.
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In the selected rural areas in 2015, the state's co-op offered

the lowest-premium silver option. Despite a small 1.0 percent
premium increase, the co-op's low-cost position was overtaken
in 2016 by Christus Health Plan, a local Medicaid plan, which
newly entered the market in 2016 with a much lower premium
than any of those offered in 2015. Because of the entrance of
Christus in the rural counties, the region's lowest-premium
option fell by 17.4 percent.

In Las Cruces, as in Albuquerque, the 2016 lowest-cost plans
are offered by Molina and New Mexico Health Connections.
Both reduced premiums in 2016 leading to almost identical
premiums. As a result, the cost of the region's lowest-premium
option fell by 3.2 percent, and there was almost no change in
the average insurer premium. Thus, these New Mexico markets
adjusted to the exit of Blue Cross Blue Shield without large
premium increases due to the low premiums of Molina Health
Care and New Mexico Health Connections.

New York

New York's average insurer premium increased 8.4 percent

in 2016 across the New York City, Long Island, Buffalo, and
Syracuse rating regions (Table 18). However, the state average
increase in the lowest-premium option was only 0.8 percent.
The discrepancy is primarily due to large 2016 premium
increases among insurers that were already more expensive in
2015.

In New York City the lowest-cost silver plan in 2015 was offered
by Affinity, a Medicaid plan, with close competition by Health
Republic (a co-op), Metroplus, and Fidelis (the latter two

both Medicaid insurers). In 2016, Northshore LlJ, a provider
sponsored insurer, offers the lowest silver premium, $368, a
reduction of 6.6 percent from its 2015 premium. As a result
the premium for the rating region's lowest-premium option
declined 1.0 percent. Northshore LlJ's closest competitors

in 2016 are Affinity and Fidelis. The larger commercial

insurers, such as Emblem, Empire Blue Cross Blue Shield, and
United HealthCare have higher premiums and experienced
significantly larger increases. Health Republic closed its doors in
New York in late 2015 after experiencing large financial losses.

On Long Island, the lowest-cost insurer in 2015 was Affinity,
followed closely by Health Republic, Metro Plus, Fidelis, and
Health First. In 2016, two of these insurers, Health Republic and
Metro Plus, left the marketplace. Northshore LIJ, not far behind
the five most competitive insurers in 2015, lowered its premium
in 2016 by 2.3 percent, taking the lowest-cost insurer position
this year. Fidelis and Affinity remain competitive in 2016,
however, with modestly higher premiums than Northshore LIJ.
The result of these changes is that the rating region's average
increase in insurer premium was 10.9 percent, but the region's
lowest-premium option increased by only 3.6 percent. On
Long Island, as in New York City, Emblem, Empire, and United
HealthCare continue to have substantially higher premiums
and relatively large rate increases.

Table 19. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Oregon

Insurer Name

Insurer Type

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Rating Area 1: Portland

Moda Health Regional
Providence Health Plan Provider
LifeWise Health Plan of Oregon Blue

PacificSource Health Plans Regional
Kaiser Permanente Provider
Zoom Health Plan Regional
Oregon's Health Co-op Co-op
Health Republic Insurance Co-op
BridgeSpan Blue

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Silver Plan Premium Silver Plan Premium 2015-2016
$213 $274 28.4%
$196 $226 15.2%
$227 $315 38.9%
$272 $363 33.5%
$245 $237 -3.3%
N/A $233 N/A
$231 $234 1.2%
$249 N/A N/A
$238 $274 14.8%

15.2%
18.0%
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Rating Area 6: Selected Rural Counties

Moda Health Regional
Health Republic Insurance Co-op
LifeWise Health Plan of Oregon Blue

Kaiser Permanente Provider
Providence Health Plan Provider
PacificSource Health Plans Regional
Oregon's Health Co-op Co-op
BridgeSpan Blue

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 3:Salem

Moda Health Regional
Health Republic Insurance Co-op
PacificSource Health Plans Regional
LifeWise Health Plan of Oregon Blue

Kaiser Permanente Provider
Providence Health Plan Provider
Oregon's Health Co-op Co-op
ATRIO Health Plans Regional
BridgeSpan Blue

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

$207 $301 452%
$272 N/A N/A
$232 $323 39.4%
N/A $237 N/A
N/A $260 N/A
$302 $385 27.3%
$302 $267 -11.3%
$300 $352 17.3%
14.3%
23.6%
$221 $278 25.9%
$276 N/A N/A
$272 $374 37.5%
$232 $323 39.5%
$245 $237 -3.3%
$202 $231 14.0%
$261 $234 -10.2%
$246 $278 13.0%
$266 $312 17.3%
14.0%
16.7%
14.9%
18.7%

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

In Buffalo, in both 2015 and 2016, Fidelis and Blue Cross Blue
Shield of Western New York have been tight competitors,
increasing premiums quite modestly in 2016. As a result, the
region's lowest-premium option increased by only 4.3 percent.
In Syracuse, a higher-cost market than the other three, Fidelis
was and remains the lowest-cost insurer; the premiums for
their lowest-cost plan increased by 4.7 percent.

Oregon

Oregon had very low premiums, on average, in 2015, but
experienced large increases in 2016 (Table 19). The state
average increase in insurer premiums across the three rating
regions studied (Portland; Selected rural counties; and Salem)

was 18.7 percent. The state average increase in the lowest-
premium option was 14.9 percent. Several important insurers
including Moda Health, LifeWise Health Plan of Oregon (a
Blue Cross insurer), PacificSource, and BridgeSpan Health
Plan, (another Blue Cross Plan), had very large increases.

Only Oregon's Health CO-OP and Kaiser Permanente either
decreased premiums or increased them only slightly in

these rating areas. Health Republic, a co-op, left the Oregon
marketplace at the end of 2015. A regional insurer, Zoom
Health Plan, entered the Portland marketplace region in 2016,
while Kaiser Permanente and Providence Health Plan joined
the rural region studied.
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Providence Health Plan, a provider-sponsored insurer, remained
the lowest-cost insurer in the Portland region despite a 15.2
percent increase in premiums. Three other insurers in this
region have 2016 premiums which are close to those of
Providence e.g. Kaiser Permanente, Zoom Health Plan (a 2016
entrant), and the co-op, but the others had large premium
increases this year. The Salem market changed similarly, with
several of the same insurers having very large increases: Moda
Health, PacificSource, LifeWise Health Plan, and BridgeSpan.
Kaiser Permanente and the co-op reduced premiums. The
Providence Health Plan was the lowest-cost option in both 2015
and 2016, followed closely by Kaiser in 2016. In our selected
rural areas, Moda Health was the lowest-cost insurer in 2015,
but increased the premium of its lowest-cost silver plan by 45.2
percent in 2016. Kaiser Permanente and Providence entered
this rating region's market in 2016 with competitive premiums,
becoming the lowest-cost insurers. On balance, rate increases
in Oregon were quite large in 2016, but this in part reflects very
low premiums by national standards in 2015 and disguises
small increases and decreases by two competitors.

Pennsylvania

The state average increase in insurer premiums in Pennsylvania
was 7.3 percent across the four rating regions studied -
Philadelphia, Pittsburgh, Lancaster, and Wilkes Barre/Scranton
(Table 20). The state average change in lowest-premium option
was 9.6 percent. 2016 brought large premium increases in all
but the Philadelphia market, but these increases seem in part to
be related to quite low premiums in 2015.

In Philadelphia, the lowest-cost insurer in 2015 was United
Healthcare, followed by Aetna and Keystone Health Plan, a
Blue Cross insurer. In 2016, Keystone and United have nearly
identical premiums, followed closely by Aetna. Each insurer in
this market either increased premiums modestly or decreased
them, thus the rating region average increase in insurer
premium was only 0.3 percent. The increase in the rating
region's lowest-premium option was 3.4 percent.

In Pittsburgh, premiums were considerably lower than in
Philadelphia in 2015. The lowest premiums in 2015 were offered

Table 20. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Pennsylvania

Insurer Name

Insurer Type

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Rating Area 8: Philadelphia

QCC Life Insurance (MSP) 3 Blue
Aetna 4 National
Keystone Health Plan 5 Blue
UnitedHealthcare National
Assurant National

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 4: Pittsburgh

HHIC West (MSP) Blue
Highmark Blue
UPMC Provider
Aetna 4 National
UnitedHealthcare National
Assurant National

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Silver Plan Premium Silver Plan Premium 2015-2016
$373 $389 4.5%
$287 $285 -0.7%
$294 $276 -6.1%
$267 $276 3.5%
$410 N/A N/A

3.4%
0.3%
$271 $333 22.9%
$179 $211 17.3%
$170 $187 9.9%
$269 $267 -0.9%
$204 $206 0.7%
$306 N/A N/A
9.9%
12.7%
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Rating Area 7: Reading/Lancaster

Capital Advantage Assurance Co 6 Blue
Geisinger Health Plan Provider
HHIC Central (MSP) Blue
Highmark Blue
Aetna 4 National
Keystone Health Plan 5 Blue
Assurant National

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 2

Rating Area 3: Scranton/Wilkes Barre

First Priority Life Insurance 7 Blue

Geisinger Health Plan Provider
Aetna 4 National
Assurant National

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across selected rating areas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

3. QCC life insurance is a subsidiary of Independence Blue Cross.
4. Actna did not participate last year, but Health America Pennsylvania, a subsidiary of Actna/Coventry did.
5. Keystone is owned by Independence Blue Cross.

6. Capital Advantage is a product line of Capital Blue Cross.

7. First Priority is a product line of Blue Cross of Northeastern PA.

$374

$289

$291

$225

$317

$271

$350

$224

$237

$325

$393

$339

$369

$363

$302

$319

$253

N/A

$288

$281

$339

N/A

-9.1%

28.0%

25.0%

345%

0.5%

-6.5%

N/A

12.7%

9.3%

28.7%

18.6%

4.1%

N/A

25.9%

17.1%

9.6%

7.3%

Table 21. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Rhode Island

Insurer Name

Rating Area 1: Entire State

Blue Cross Blue Shield of Rhode Island Blue
Neighborhood Health Plan Provider
UnitedHealthcare National

Percentage Change in Lowest-Cost Option

Average Change in State 1

1. Average across selected rating ateas is weighted by population in the rating regions studied.

Insurer Type

2015 Lowest- Cost
Silver Plan Premium

$302

$244

$284

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$259

$259

$273

2016 Lowest-Cost
Silver Plan Premium

Percentage Change
2015-2016

-143%

6.0%

-4.0%

6.0%

-4.1%
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by the University of Pittsburgh Medical Center (UPMC), a
provider-sponsored insurer, and Highmark, a Blue Cross insurer.
In 2016, UPMC's lowest-cost silver plan premium increased

by 9.9 percent and remained the lowest-cost silver plan in the
market. Highmark and United HealthCare continue to have
reasonably competitive offerings as well, even with Highmark
increasing its lowest-price silver premium by over 17 percent.

In the Reading/Lancaster region, the lowest-cost insurer
switched from Highmark in 2015 to Keystone in 2016, both
Blues insurers; the resulting increase in the region's lowest-
premium option was 12.7 percent. The Geisinger Health Plan,
the HHIC Central MSP plan, and Highmark all increased their
premiums by relatively large amounts (25 percent or more).
In the Scranton/Wilkes Barre region, Geisinger became the
lowest-cost insurer in 2016 despite an 18.6 percent premium
increase. The increase in the lowest-premium option there was
25.9 percent, owing to a 28.7 percent premium increase by
First Priority Life Insurance, a Blue Cross Plan, and seemingly
reflecting a catch-up from very low 2015 premiums in the
region.

Rhode Island

By New England standards, premiums are relatively low in
Rhode Island, a state with a single premium rating region
(Table 21). The state average premium decreased by -4.1
percent in 2016; however, the average change in the lowest-
premium option was 6.0 percent. In 2015, the lowest-cost
insurer was the Neighborhood Health Plan, with Blue Cross
Blue Shield of Rhode Island and United Healthcare premiums
being substantially higher. In 2016, Blue Cross Blue Shield of
Rhode Island and Neighborhood Health Plan offer identical
premiums with the former having reduced its 2015 premiums
by 14.3 percent, and the latter increasing its by 6.0 percent.
United Healthcare also reduced premiums this year and is now
competitive with the other two.

Virginia

Virginia has fairly competitive markets in each of the rating
regions we examined: the Washington, D.C. suburbs, Virginia
Beach/Norfolk, and Richmond (Table 22). The state average
increase in insurer premiums was 5.2 percent in 2016. The state

average increase in the lowest-premium option was 4.6 percent.

In the Washington, D.C. suburbs, there is strong competition
between Anthem HealthKeepers, a Blue Cross HMO insurer;
Innovation Health Insurance Company, a provider-sponsored
insurer organized by the INOVA hospital system; Kaiser
Permanente; and United HealthCare, a new entrant to the
region in 2016. Kaiser Permanente had the lowest silver
premium in 2015, but Innovation's premium was close to it.

In 2016, Innovation reduced its premium by 4.1 percent and
became the lowest-priced insurer in 2016, despite only a
modest premium increase for Kaiser. Close 2016 competitors
to Innovation in this region are Kaiser Permanente, United
HealthCare, and Anthem Health Keepers. The region's lowest-
premium option fell by 0.9 percent in 2016.

In Virginia Beach/Norfolk as well, the lowest-cost insurer in
2015 was Kaiser Permanente, but here followed closely by
Optima Health, a provider sponsored plan that is part of the
Sentara Health System, and Anthem HealthKeepers. Kaiser
Permanente dropped out of the Virginia Beach/Norfolk market
in 2016, however, leaving HealthKeepers and Optima Health
as the lowest-cost insurers in 2016. Due to the exit of Kaiser
Permanente, the region's lowest-premium option increased in
price by 10.2 percent.

In the 2015 Richmond market, the lowest-cost plan was offered
by CoventryOne, followed by Anthem HealthKeepers and
Kaiser Permanente. CoventryOne, now part of Aetna, remains
the lowest-cost insurer in the region in 2016, despite increasing
its premiums by 9.2 percent. CoventryOne's 2016 premiums
are followed closely by those of Anthem Health Keepers, Kaiser
Permanente, and United HealthCare.

Washington

Washington also has a highly competitive market with many
insurers and relatively low premiums. The state average
increase in insurer premiums across the three rating regions
studied (Seattle; selected rural counties; and Spokane) was
-0.8 percent in 2016 (Table 23). The state average lowest-
premium option decreased by 4.4 percent. Competition in the
Washington nongroup insurance market is increasingly driven
by Medicaid plans.

In Seattle, the lowest-cost plan in 2015 was offered by
Coordinated Care, a subsidiary of Centene, a national Medicaid
chain. In 2016, Coordinated Care reduced its lowest-cost

silver plan premium by 4.5 percent, keeping it the lowest-cost
insurer. Group Health, a major HMO in the state of Washington,
reduced its premium by 14.3 percent and Molina Health Care,
another large national Medicaid chain, reduced its premium
by 15.3 percent; both remained slightly more expensive than
Coordinated Care. Because of aggressive pricing by these
insurers, the rating region's lowest-premium option decreased
4.5 percent, and the region's average insurer premium fell 2.0
percent from the previous year.

In 14 rural counties in the state, Coordinated Care offered

the lowest-premium option in 2015 and did so again in 2016
following a4.1 percent price decrease. Molina reduced its
lowest-cost silver premium by 19.1 percent and is now a much
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Table 22. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating

Areas, 2015 and 2016, Virginia

2015 Lowest- Cost
Silver Plan Premium

Insurer Name Insurer Type

Rating Area 10:Washington D.C. Suburbs

Anthem (MSP) Blue $309
Anthem HealthKeepers Blue $292
CareFirst Blue Choice, Inc. Blue $323
CareFirst (MSP) Blue N/A
Innovation Health Insurance Company Provider $282
Kaiser Permanente Provider $273
UnitedHealthcare National N/A
Optima Health Provider $355

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 9:Virginia Beach, Norfolk

Aetna National $305
Anthem (MSP) Blue $304
Anthem HealthKeepers Blue $287
Optima Health Provider $281
Kaiser Permanente Provider $273

Percentage Change in Region’s Lowest-Premium Option

Rating Area Average - Change in Insurer Premium 1

Rating Area 7: Richmond

Aetna National $312
Anthem (MSP) Blue $280
Anthem HealthKeepers Blue $264
CoventryOne National $241
Kaiser Permanente Provider $273
Optima Health Provider $372
UnitedHealthcare National N/A
Piedmont Community Health Care Provider $324

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across sclected rating ateas is weighted by population in the rating regions studied.

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

$323

$303

$356

$413

$270

$284

$288

$389

$333

$321

$301

$308

N/A

$335

$295

$276

$264

$284

$382

$280

$305
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2016 Lowest-Cost
Silver Plan Premium

4.4%

3.8%

10.1%

N/A

-4.1%

3.9%

N/A

9.4%

-0.9%

4.6%

9.3%

5.4%

4.8%

9.4%

N/A

10.2%

7.2%

7.4%

5.4%

4.7%

9.2%

3.9%

2.5%

N/A

-5.6%

9.2%

3.9%

4.6%

5.2%

Percentage Change
2015-2016
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closer competitor for Coordinated Care. In contrast, Community  of Coordinated Care. Thus in Washington, premiums remain

Health Plans and BridgeSpan increased their premiums low, on average, due to aggressive pricing by the national

significantly in 2016. Medicaid insurers. The Blues insurers- Premera, LifeWise,
Regence and BridgeSpan, have premiums that are substantially

In Spokane, Coordinated Care offered the lowest-cost option above the two Medicaid insurers, as well as above Group

in 2015 and again in 2016 after a4.3 percent reduction in Health. United HealthCare entered these Washington markets,

premiums. Molina decreased its Spokane premium significantly  pyt not with premiums that are competitive with Coordinated

(by 17.0 percent), just as it did in the other two regions in Care and Molina.

Washington, bringing its 2016 premium only slightly above that

Table 23. Lowest-Cost Silver Plan Premiums for a 40-Year-Old, by Insurer, Selected Rating
Areas, 2015 and 2016, Washington

2015 Lowest- Cost 2016 Lowest-Cost Percentage Change

Insurer Name Insurer Type Silver Plan Premium Silver Plan Premium 2015-2016

Rating Area 1:Seattle/Bellevue

Coordinated Care Medicaid $235 $224 -4.5%
Group Health Regional $281 $241 -14.3%
Premera Blue $291 $315 8.3%
LifeWise Blue $291 $298 2.5%
BridgeSpan Blue $254 $282 11.1%
Molina HealthCare Medicaid $277 $234 -15.3%
Community Health Plans Regional $343 N/A N/A
Moda Regional $284 N/A N/A
Regence Blue N/A $279 N/A
UnitedHealthcare National N/A $302 N/A
Percentage Change in Region’s Lowest-Premium Option -4.5%
Rating Area Average - Change in Insurer Premium 1 -2.0%

Rating Area 5: Selected Rural Counties

Coordinated Care Medicaid $251 $240 -4.1%
Group Health Regional $282 $266 -5.7%
Premera Blue $291 $315 8.3%
LifeWise Blue $291 $298 2.5%
Community Health Plans Regional $360 $401 11.4%
BridgeSpan Blue $263 $301 14.2%
Molina Medicaid $304 $246 -19.1%
Moda Regional $284 N/A N/A
Health Alliance Regional N/A $329 N/A
UnitedHealthcare National N/A $306 N/A
Percentage Change in Region’s Lowest-Premium Option -4.1%
Rating Area Average - Change in Insurer Premium 1 1.1%
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Rating Area 4: Spokane

Coordinated Care Medicaid
Premera Blue
LifeWise Blue
Group Health Regional
BridgeSpan Blue
Community Health Plans Regional
Molina Medicaid
UnitedHealthcare National
Moda Regional

Percentage Change in Region’s Lowest-Premium Option
Rating Area Average - Change in Insurer Premium 1
State Average Change in Lowest-Premium Option (Select Rating Areas)1

State Average Change in Insurer Premiums (Select Rating Areas)1

1. Average across sclected rating ateas is weighted by population in the rating regions studied.

$219 $209 -4.3%
$267 $290 8.3%
$267 $274 2.5%
$269 $257 -4.1%
$255 $277 8.6%
$332 $363 9.4%
$265 $220 -17.0%
N/A $270 N/A
$284 N/A N/A
-4.3%
0.5%
-4.4%
-0.8%

2. N/A stands for not applicable, as the insurer did offer marketplace coverage in one year in that rating region but not in the other.

CONCLUSION

Early this summer, forecasts of marketplace premium hikes of
30 percent or more caused widespread alarm. In setting 2016
premiums, insurers had actual 2014 marketplace enrollee
claims experience on which to draw, and many believed that
premiums would grow substantially as a result. It turns out that
these concerns were exaggerated.

In this paper we reviewed premium changes for the lowest-
cost silver premium offered by each insurer participating in the
ACA marketplaces in 20 states and the District of Columbia.

We included states of varying size and with considerable
geographic diversity. We include at least three rating regions in
each state, except for those states with a single statewide rating
region.

We find that between 2015 and 2016, the average percentage
change in lowest-cost silver premiums offered across all
insurers studied in 63 rating regions is 5.6 percent. The lowest-
premium silver plan available in each of these rating regions
increased an average of 4.3 percent over the same period.

This compares to our findings in a similar paper done last year,
where we estimated the average change in the lowest-cost
silver premium available in each rating region of the country

to be 2.9 percent. Thus premium growth in the nation's most
competitive plans appears to have increased somewhat, but by
far less than many of the dire projections reported in the media.

As in 2015, however, there is significant variation across states
and within states across rating regions. In the 20 states plus the
District of Columbia, we find that premiums for the lowest-
cost silver plans available in the marketplace fell in seven
states (including DC), increased by less than 5 percent in five
states, increased by between 5 and 10 percent in five states,
and increased by double digits in four states. Among rating
regions, 23 regions had reductions in the lowest-cost silver
plan premium, 14 had increases of 5 percent or less, 10 had
increases of between 5 and 10, percent, and 16 had double
digit increases. In 35 of the 63 regions, individuals would have
to change insurers to remain enrolled in the lowest-premium
plan available.

Large premium increases in the lowest-cost silver plans were
heavily concentrated in four states (Colorado, lowa, Minnesota,
and Oregon); each of these faced exceptional circumstances.
In each, the 2015 lowest-cost silver plan premiums were below
the national average. In Colorado, Colorado Health Op, a co-op
that had offered the lowest-cost silver premium in 2015 but
suffered significant financial losses, was shut down by the
Colorado Division of Insurance. While there were significant
increases in premiums by several of the insurers in Colorado, it
was the exit of the co-op that led to the very large increase in
the lowest-cost option available. In lowa, 2015 silver premiums
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were also low by national standards. The markets in the three
lowa regions we examined were dominated by a single insurer
until 2016, following the liquidation of the state's co-op in
2015 by the state department of insurance.T7The state's largest
nongroup insurer has yet to participate in the marketplace,
although it will participate in 2017 once the grandmothered
plans expire. In Minnesota, the 2015 lowest-cost insurer,

Blue Cross Blue Shield of Minnesota, increased its premiums
considerably in 2016. Presumably this is a result of the 2015
marketplace exit of PreferredOne, a popular 2014 insurer that
had suffered large losses after enrolling many Minnesotans
previously enrolled in the state's high-risk pool. Without
Preferred One, many of these high-cost enrollees joined Blue
Cross Blue Shield, causing it financial problems and resulting
in large 2016 rate increases. Finally, in Oregon there was a large
increase in premiums by the lowest-cost plan in 2015. Oregon
premiums were extremely low by national standards during
the first two years of the coverage reforms, thus a significant
increase is not terribly surprising.

In general, marketplaces are remaining extremely competitive.
The incentive to offer the lowest-cost silver plan is strong,

due to premium tax credits being tied to the second-lowest-
cost silver premium in each rating region. As a result, insurers
tend to price aggressively. But the types of insurers that drive
premiums down varies by state. Blue Cross plans, including
Anthem, have been aggressive in pricing in the District of
Columbia, Indiana, Nevada, Pennsylvania, Rhode Island, Virginia,
and Florida. The Blue Cross insurers studied have frequently
offered a more limited network plan with lower premiums. But
in some states, presumably because of a desire to avoid the
losses incurred in 2015, Blues plans in Arkansas, Maryland, and
Minnesota had extremely large premium increases and were no
longer among the lowest-cost silver offerings. In New Mexico,
the Blue Cross plan simply exited the market. In several other
states (e.g. Washington, New York, Colorado, and Oregon), Blue
Cross Blue Shield premiums were well above the lowest-cost
competitors.

Medicaid plans became increasingly price competitive in many
markets over the initial years of reform. Molina, a national
Medicaid chain, priced aggressively in parts of California,
Michigan, Washington, and Florida. Ambetter, a product of
Centene Corporation, is a strong competitor in Indiana and
Florida. Coordinated Care, also a product of Centene, offers

the lowest-premium silver plan in Washington. A number of
local plans led by Affinity and Fidelis are the lowest-cost silver
plans in New York City, and Fidelis provides one of the lowest-
cost silver plans throughout New York. Local plans, UCare

and Medica, offer the lowest-cost silver plans in Minnesota,
following the large premium increase by Blue Cross Blue Shield
in 2016. Neighborhood Health Plan is one of the two lowest-
cost plans in Rhode Island (offering the same premium as Blue
Cross Blue Shield of Rhode Island).

Provider-sponsored plans are also highly competitive in some
markets. The Innovation Health Insurance Plan, a product of
the INOVA Hospital System, offers the lowest-premium silver
plan in Northern Virginia. Optima Health Plan, a product of the
Sentara Hospital System, provides the lowest-cost silver plan

in the Norfolk region. The Providence Health System in Oregon
is among the lowest-cost offerings throughout the state of
Oregon. Priority Health offers one of the more competitive
plans in Michigan. NorthShore LIJ's plans are among the lowest
premiums in New York City and Long Island. Kaiser Permanente
is among the lowest-cost insurers in California, Maryland,
Oregon, Colorado, the District of Columbia and some markets
in Virginia.

National plans entered more markets and became more
competitive in 2016. Aetna now offers the lowest-premium
plans in two markets in Maine. Coventry, a subsidiary of Aetna,
is very competitive in Richmond, Virginia and dominates the
lowa marketplace. Humana offers one of the lowest-cost plans
in Michigan and Colorado. United Healthcare is competitive in
some markets in Pennsylvania, Maryland, and Rhode Island.

Co-Ops also played an important role in some states, although
they are failing at a high rate. While co-ops failed in Oregon,
New York and Colorado, they remain very competitive. In New
Hampshire, New Mexico, and Maryland. While one co-op in
Oregon failed, the other remained very competitive.

We also found that the insurer offering the lowest-premium
plan frequently changes from year to year. And while

this fluctuation may well decrease as markets reach their
equilibrium level of enrollment over the next few years, at least
for now, consistently taking advantage of the lowest premiums
available requires many consumers to shop carefully and switch
plans.
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Introduction

States with a significant American Indian and Alaskan Native (AI/AN)
population will want to pay special attention to plans recently announced by the
Centers for Medicare & Medicaid Services (CMS) to increase the range of
Medicaid services furnished by Indian Health Services (IHS) eligible for 100
percent federal match. Where Medicaid-eligible AI/ANs receive services through
an [HS facility, the federal matching rate is 100 percent and the state pays no
share of the cost. Accordingly, as discussed below, CMS’ proposal will
effectively reduce states’cost for Medicaid expansion and buffer the impending
decrease in the federal matching rate for newly eligible adults after 2016.

This report is the fifth in a series prepared by the Robert Wood Johnson
Foundation’s State Health Reform Assistance Network exploring the fiscal
implications of Medicaid expansion. The first two reports explored state budget
savings and revenue gains associated with expansion;1the third reviewed the
impact on uncompensated care spending and related state budget implications;2
and the fourth considered the ways in which Medicaid expansion may reduce
states’ criminal justice costs. This paper examines proposed rules that offer states
additional federal funding for Medicaid services to American Indians and
Alaskan Natives.

Federal funding in the Medicaid program

Under the Affordable Care Act (ACA), states that determine to expand their
Medicaid programs to all adults with incomes below 138 percent of the federal
poverty level receive 100 percent matching funds (FMAP) through 2016 for
these newly eligible adults. In 2017, the matching rate decreases to 95 percent,
decreasing further over time and leveling off at 90 percent in 2020 and
thereafter.

However, for American Indians and Alaskan Natives within the newly eligible
group,3the federal government covers 100 percent of the costs for certain
Medicaid services received through the Indian Health Service.4Eligible IHS
facilities include those operated directly by the IHS as well as those operated by
an Indian Tribe or Tribal Organization.
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Notably, the full federal match rate applies to IHS services for both the
expansion and pre-expansion Medicaid populations and does not decrease
over time. Thus, the proposal to expand the AI/AN services for which
states may claim 100 percent federal funding will provide an economic
benefit to states with respect to both newly eligible adults as well as
previously eligible populations.

STATES WITH LARGE AMERICAN
INDIAN AND ALASKAN NATIVE
POPULATIONS WILL REAP THE
LARGEST BENEFIT

The increased federal funding is
particularly helpful in states with a
large number of Medicaid-eligible
American Indian and Alaskan Native

Proposed changes: federal government to fully fund
additional services for American Indians and Alaskan

Natives (AI/AN) people. The table below lists
Under current rules, the 100 percent federal match rate only applies to the 15 states where the nonelderly
“facility services,” meaning the set of services that are (or could be) population (ages 0 to 64) has the
furnished directly by an IHS facility. CMS issued a Request for Comment5 highest proportion of A/AN

in October 2015 stating that the agency is “strongly considering” individuals. Under Medicaid
significant changes to the funding rules that would further shift IHS- expansion, nonelderly people are
related Medicaid costs from states to the federal government. eligible if their income falls below 138

percent of the federal poverty level.
Under the proposed rule, the 100 percent federal match rate would apply

to any service that an IHS facility is authorized to provide under the state
Medicaid plan. This definition includes several non-facility services that

were not previously eligible, most notably transportation services. Alaska 14.6%
Emergency and non-emergency transportation is vital in ensuring access to

State % AI/AN

. . . . New Mexico 10.1%

needed services,6particularly in the remote areas where many American
Indians and Alaskan Natives live. South Dakota 9.1%
Oklahoma 7.3%

The services eligible for the 100 percent federal match can be offered by
the facility itself, by its employees, or by a contractual agent, as long as the Montana 6.9%
Medicaid beneficiary is served as a patient of the IHS facility.7Urban
Indian Health Programs may participate as contractual agents of an IHS
facility, even though they are not directly eligible for the full match for Arizona 4.6%
their direct services.

North Dakota 53%

Wyoming 2.5%
As a result of these changes, IHS facilities may contract with third parties to
provide services that are covered by the state plan but are not offered by the
IHS facility. Examples include personal care, home health, and certain waiver Oregon 1.4%
services. Where the services provided are not within the facility’s IHS benefit,

Washington 1.5%

Idah 1.3%
the services will be paid at state plan rates rather than at the IHS facility rate, e
but in either case the state will receive 100 percent federal match. North Carolina 1.2%
Finally, noting that the current CMS policy was designed for Medicaid Utah 1%
fee-for-service, CMS proposes to permit states to claim 100 percent federal Minnesota 11%
match for the portion of the capitation payment representing services
provided to AI/ANs through an IHS facility. Nevada 1%
Conclusion (States highlighted in red have not yet

expanded their Medicaidprograms)
As a result of the proposed federal rule, states will be able to maintain or
increase Medicaid services to American Indians and Alaskan Natives at no
additional cost. States that expand their Medicaid programs will enjoy full
federal matching for this subset of beneficiaries, even as the federal match
declines for the general population starting in 2016. By funding the full
cost of IHS services, the federal government supports two vulnerable
populations at once: states can better meet the needs of American Indians
and Alaskan Natives, while also relying on federal support to expand their
Medicaid programs for the benefit of all their low-income residents.
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overview

on most of the
42 indicators,
more states improved

than worsened.

The fourth Commonwealth Fund Scorecard
on State Hedlth System Performance tells
a story that is both familiar and new.

Echoing the past three state scorecards,

the 2015 edition finds extensive variation

among states in people's ability to access

care when they need it, the quality of care

they receive, and their likelihood of living
a long and healthy life. However, this

scorecard-the first to measure the effects
of the Affordable Care Act's 2014 coverage
expansions*lso finds broad-based

improvements. On most of the 42 indicators,
more states improved than worsened.

By tracking performance
measures across

states, this scorecard
can help policymakers,
health system leaders,
and the public identify
opportunities and set
goals for improvement.
The 50 states and the
District of Columbia are
measured and ranked on
42 indicators grouped
into five dimensions:
access and affordability,
prevention and treatment,

avoidable hospital use
and cost, healthy lives,
and equity. Individual
indicators measure things
like rates of children or
adults who are uninsured,
hospital patients who

get information about
how to handle their
recovery at home, hospital
admissions for children
with asthma, and

breast and colorectal
cancer deaths, among
many others.

treatm ent

avoidable
hospital use
and cost

(5

healthy
lives

equity



highlights from
the scorecard

| Washington moved up to the top quartile of state
performance for the first time in the scorecard series.

Overall, the highest-performing
states were clustered in the
Northeast and Upper Midwest.

Several of the states that

ranked in the bottom quartile of
performance-Louisiana, Tennessee,
Kentucky, and Oklahoma-were
among those that improved on the
greatest number of indicators.

Overall performance, 2015

O Top quartile (12 states)

+ Second quartile (12 states + D.C.)
» Third quartile (13 states)

+ Bottom quartile (13 states)

P There are wide variations in performance, with up to an
eightfold difference between top- and bottom-ranked states.

PNational attention may be encouraging better quality of care in
hospitals and home health care settings and to more appropriate
medication use in nursing homes and doctor's offices. However,
declining rates of preventive care in several states signal the need
for greater attention to prevention.

3 | aiming high er: RESULTS FROM A SCORECARD ON STATE HEALTH SYSTEM PERFORMANCE, 2015 EDITION

The top-ranked states are Minnesota,
Vermont, Hawaii, Massachusetts,
Connecticut, New Hampshire, and
Rhode Island. These states were also
leaders in the 2014 scorecard.

improvemenﬁa in ac%ss
fr om 2013 to 2014
The percentage of uninsured
working-age adults declined

in nearly every state and
by 3 points or more in

19 STATES

0yOyOyOySy

The percentage of uninsured
children 18 years and younger
declined by 2 points or more in

16STATES

The percentage of adults who

went without care because of

costs in the past year declined
by 2 points or more in

11 STATES

PReductions in hospital readmissions accelerated in 2012, when
the federal government began financially penalizing hospitals
with high rates of readmissions. Rates of potentially preventable
admissions to the hospital continued to fall in several states.

»In recent years, health care spending growth moderated for
Medicare beneficiaries across states, while premiums for
employer-sponsored health plans continued to rise.

commonweal thfund.org



overall rankings

across dimensions

of performa

| pierformance, 2015

Top quartile
Second quartile
Third quartile

Bottom quartile;
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number of indic at ors

improved or wo rsened
by state

No. of Indicators No. of Indicators

WORSENED IMPROVED
£ Alabama
Alaska 11
T Arizona 12
Arkansas 1
California 1
Colorado 9
Connecticut 8
3 Delaware 8
District of Columbia 12
Florida 10
2 Georgia n
Hawaii 6
Idaho 8
lllinois 8
3 Indiana 6
2 lowa 9
Kansas 10
3 Kentucky 13
3 Louisiana 16
3 Maine 6
Maryland 1
Massachusetts 1
Michigan 8
Minnesota 8
Mississippi 1
Missouri 9
3 Montana 10
Nebraska 5
3 Nevada 12
New Hampshire 8
New Jersey 9
3 New Mexico 9
New York 8

North Carolina 10
5 North Dakota 1"

Ohio
Oklahoma 14
3 Oregon 1
3 Pennsylvania 5
3 Rhode Island 14

South Carolina 6
South Dakota 9

0 Tennessee 13
Texas 6
Utah 5
Vermont 8
Virginia 6
Washington 1
West Virginia 1
Wisconsin 5
Wyoming 10

5iaiming higher:res ult s from a scorecard onstate health system performance,2015 edit ion

Notes: Based on trends for
36 of 42 total indicators;
trend data are not

available for all indicators.
Ambulatory care-sensitive
conditions among Medicare
beneficiaries from two age
groups are considered a
single indicator in tallies of
improvement. Improvement
or worsening refers to

a change between the
baseline and current time
periods of at least 0.5
standard deviations larger
than the difference in rates
across all states over the
two years being compared.

commonweal thfund.org

about thescorecard ser ies

This 2015 edition of the Scorecard

on State Health System Performance
is the fourth in an ongoing series.
Previous state scorecards were
published in 2007, 2009, and 2014.
The 2014 scorecard assessed changes
from 2007 to 2012, which included

the 2007-2009 recession but stopped
short of major coverage expansions
under the Affordable Care Act (ACA).

The 2015 edition measures changes in
performance during 2013 and 2014 to
assess the effects of the ACA's 2014
health insurance expansions,

as well as early effects of health care
delivery and payment reforms like
accountable care organizations and
financial incentives to reduce hospital
readmissions. The effects of the ACA
are not yet fully reflected in the 2015
scorecard results. It may take many
years to see the resulting changes.

Annual updates in this series will
document the trajectory of states’
performance as changes shaped by
public policy and the private market
continue to unfold.

See Methods, page 19, for a complete
description of scorecard methods and
indicators. See appendices for state-
specific rates for each indicator. Also

see a companion brief, The Changing
Landscape ofHealth Care Coverage and
Access: Comparing States' Progress in

the ACA's First Year.



g access and
affordability.

Being able to get-and afford-health care when you
need it are fundamental elements of a well-functioning
health care system. One key measure of access to care
is rates of insurance: do people have health insurance
coverage that makes it possible for them to seek
medical care when they are sick and get the preventive
services they need to stay healthy? Health insurance also
protects individuals and their families from burdensome
costs in the case of an accident or illness. In 2014, the
Affordable Care Act expanded access for many millions
of Americans by creating health insurance marketplaces
that offer coverage-with subsidies for those eligible-
and providing federal funding to states to expand
Medicaid eligibility for low-income residents.

thegreatest improvement:
Between 2013 and 2014, the uninsured rates for adults
ages 19-64 fell by 3 percentage points or more in

39 STATES

Across the
country, the
uninsured

rates among
working-age
adults ranged
from 5% in
Massachusetts
to 26% in Texas.

5%

Massachusetts

MS

»The number of

key findings

Children ages 0-18
who were uninsured
across all states

uninsured children

fell by 2 percentage

points or more in
16 states.

»The number of adults who said they went
without care because of costs fell by

2 percentage points or more in 21 states.
In Oregon, the rate fell the most-from
18 percent to 14 percent of adults.

Adults who went without care
because of cost in the past year

« 2013 #2014

U.S. average Oregon

»The percentage of adults under age 65

who had high out-of-pocket spending
relative to their income ranged from

10 percent in Maryland to 22 percent in
Idaho and Tennessee.

Individuals with high out-of-pocket
medical spending/ 2013-2014

22% 22%
U.S. AVERAGE 15%
10%
Maryland Idaho Tennessee

26%
TEXAS
O0OO0O0 OO0OO0O0
California, Florida, Montana,
Oklahoma, Oregon, and
Rhode Island
improved on the greatest OF ¢

number of indicators

6iaiming higher:res ult s from a scorecard onstate health system performance, 2015 edit ion

WDefined as out-of-pocket medical expenses equaling 10 percent
or more of annual household income, or 5 percent or more of
income if low income (below 200% of the federal poverty level).
To ensure adequate sample size, state-level estimates are an
average of rates found in 2013 and 2014.

P Ten states-Alaska, Florida, Georgia,
Louisiana, Mississippi, Nevada, New
Mexico, Oklahoma, South Carolina, and
Texas-had rates of uninsured adults in
2014 that were 20 percent or higher.
Of these, only Nevada and New Mexico
expanded their Medicaid programs as of
January 2014 (Alaska did in 2015).

commonweal thfund.org

2015 ranking

1
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Massachusetts
Vermont
Minnesota
Rhode Island
Connecticut
Maryland
District of Columbia
lowa

Delaware
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Wisconsin
New York
Michigan
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Washington
Illinois
Virginia

New Jersey
South Dakota
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Nebraska
North Dakota
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West Virginia
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California
North Carolina
Alabama
Missouri
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Tennessee
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Louisiana
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Florida
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South Carolina
Arizona

Alaska
Arkansas
Idaho

New Mexico
Mississippi
Oklahoma
Nevada

Texas



change in state health system performance by indicator

Number of states that: e Improved « Little or no change + Worsened
Adults ages 19-64 uninsured

Adults who went without care
because of cost in the past year

Children ages 0-18 uninsured
At-risk adults without a doctor visit

Adults without a dental visit in pastyear
Notes: This exhibit measures indicator change over the two most recent years of data available. See Appendix A1 for baseline and current data years for each indicator. Trend data are not available for all indicators.
Improvement or worsening refers to a change between the baseline and current time periods of at least 0.5 standard deviations. The "little or no change” category includes the number of states with changes of less

than 0.5 standard deviations, as well as states with no change or without sufficient data to assess change over time. Adult uninsured rates declined in all states and D.C. from 2013 to 2014 except for Massachusetts
where the rate did not change; in the remaining 11 states, the decline was less than 0.5 standard deviations. High out-of-pocket spending indicator is not included because data are not comparable to prior years.

Ten states had declines of 6 to 9 percentage points in uninsured rates for working-age adults
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These states all expanded their Medicaid programs by January 1,2014.

Note: States are arranged in rank order based on their current data year (2014) value.
* Denotes states with at least -.5 standard deviation change (3 percentage points) between 2013 and 2014.
Data: 2013 and 2014 American Community Survey (ACS), Public Use Microdata Sample (PUMS).

f Ut ur e Impl IC at |0 n s If all states performed as well as the top-performing state:

A More than A Nearly Nearly
[ ] [ ] o o [ ] [ ]
24 million | 12 million . 17 million
additional adults I fewer people would [ fewer adults
and children |  be burdened by high [ would forgo
would gain health medical spending needed care
insurance. relative to income. because of cost.
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9% prevention
andtr eatment.

Patients and their families have the right to
expect care that is effective, coordinated among
their different physicians and other providers,
and respectful of their values and preferences.

The Prevention and Treatment dimension

assesses these factors by measuring the quality
of care provided in hospitals, nursing homes,

doctors' offices, and patients' homes.

thegreatest improvement:

in 45states

patients who were hospitalized for heart attack,
heart failure, or pneumonia were substantially
less likely to die within 30 days of their

hospital stay, compared with the previous
three-year measurement period.

Nationally, the

rate (known

as hospital
30-day mortality)
« dropped by
O 3.8%
—an improvement that
has saved many lives.
Louisiana
improved on the greatest
number of indicators 8 OF16

8iaiming higher:res ult s from a scorecard onstate health system performance,

2015 edit ion

key findings

Patients' hospital experiences have
improved steadily in recent years

PAlthough changes in hospital quality
may be modest from year to year, all
states improved between 2007 and 2013
on two indicators of patient-reported
care experiences in the hospital. These
measures have received heightened
attention through public reporting of
hospital performance and, for measures
of patient education, as part of national
efforts to reduce hospital readmissions.

Percent of hospitalized patients who reported
hospital staff always managed pain well,
responded when needed help to get to

bathroom or pressed call button, and explained

medicines and side effects

Best-performing state (highest rate)
U.S. average
Worst-performing state (lowest rate)

Percent of hospitalized patients given
information about what to do during their
recovery at home

Data: CMS Hospital Compare.

commonweal thfund.org
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change in state health system performance by indicator

Number of states that: « Improved - Little or nochange + Worsened

Hospital 30-day mortality

Home health patients who get better at
walking or moving around

Elderly patients who received a high-risk prescription drug 35

Nursing home residents with an antipsychotic medication 27 24

Elderly patients who received a

contraindicated prescription drug

Children ages 19-35 months with
all recommended vaccines

27 23

22 16

High-risk nursing home residents with pressure sores 14 36

Hospital discharge instructions for home recovery 13 37

Adults with a usual source of care

Older adults with recommended preventive care

Patient-centered hospital care

Home health patients whose wounds
healed after an operation

Notes: This exhibit measures indicator change overthe two most recent years of data available. See Appendix A1 for baseline and current data years for each indicator. Trend data are not available for all indicators.
Improvement or worsening refers to a change between the baseline and current time periods of at least 0.5 standard deviations. The "little or no change” category includes the number of states with changes of less
than 0.5 standard deviations, as well as states with no change or without sufficient data to assess change over time.

vaccinations in children

»High rates of
vaccinations protect
the population from
communicable diseases.
Among children ages
19 to 35 months, the
percentage receiving
all seven recommended
vaccines on time
increased by 3 points
or more in 22 states
from 2013 to 2014 while
decreasing by a similar
magnitude in 15 states
and D.C. Nationally,
more than 1of 4
young children were
not up-to-date on all
recommended vaccines
in 2014, a rate little-
changed from 2013.

9 iaiming higher:results from a sc orecard

Children ages 19-35 months who received all recommended doses of seven vaccines . 2013
« 2014
50%
40%
30%
20%
10%
0%
[
+7 percentage points -8% percentage points
greatest increase greatest decrease

Notes: States are arranged in rank order based on their current data year (2014) value. ' Denotes states with at least -.5 standard deviation change (3 percentage
points) between 2013 and 2014. Recommended vaccines are the 4:3:1:3:3:1:4 series, which includes >4 doses of DTaP/DT/DTP, >3 doses of poliovirus vaccine, >1
doses of measles-containing vaccine, full series of Hib (3 or 4 doses, depending on product type), >3 doses of HepB, >1 dose of varicella vaccine, and >4 doses of PCV.
Data: 2013 and 2014 National Immunization Surveys.
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older adults

»Among adults 50 and older, the share who reported receiving
all appropriate preventive care services-like cancer
screenings and flu shots-declined by 2 percentage points or
more in 15 states between 2012 and 2014.

Older adults who
received recommended
preventive care in
Connecticut, 2014

PWhen adults receive home health care, it is critical that they
receive help in regaining functional abilities, like walking.3In 41
states, there were gains of at least 2 percentage points between

2013 and 2014 in the share of home health patients who got
better at walking or moving around.

Even in Connecticut, the best-
performing state, less than half
of older adults received all

the recommended services in

the appropriate time frame.1
Although the ACA requires most
insurance plans to cover certain
preventive services with no
cost-wsharing, other factors-
like patient awareness and
physicians' recommendations-
can be factors in whether adults
receive services.2

Elderly patients who received a
high-risk prescription drug

2011 2012
U.S. average

2012
Massachusetts

Best-performing state

what is an unsafe drug?

»In 35 states, there was a reduction of at
least 3 percentage points between 2011
and 2012 in the share of elderly Medicare
beneficiaries who received a high-risk
prescription medication that should be
avoided for elderly people. This improvement
may reflect actions taken by the Food and
Drug Administration that led to a high-risk
drug being removed from the market, as
well as providers' increased awareness of
drug safety concerns and the increased
use of electronic prescribing tools that alert
providers when unsafe drugs are ordered.4

Certain medications that are commonly taken by younger patients without
incident can put those age 65 and older at increased risk for experiencing severe
side effects and complications such as confusion, sedation, immobility, falls, and
fractures. The National Committee for Quality Assurance has identified more
than 100 high-risk medications that should be avoided in the elderly, ranging from
antianxiety drugs and antihistamines to narcotics and muscle relaxants. Safer
alternatives may be available, but these potentially harmful medications are still

frequently prescribed to the elderly.

i0 iaimin g higher:res ult s fro ma score card onstate health system performance, 2015 edit ion

Home health patients who got better at walking or moving around

2013 2014 2014
U.S. average Utah

Best-performing state

»In 27 states, there was a promising
reduction of at least 2 percentage
points in the use of antipsychotic
drugs in nursing homes, where
they are sometimes inappropriately
prescribed to chemically restrain
residents with cognitive impairments
or difficult behaviors.5

future
impl ications

If all states performed as well
as the top-performing state:

More than

8 million

additional older adults would
receive key recommended
preventive care services

such as cancer screenings

and flu shots. &

commonweal thfund.org



avoidabl e hospital use
and costs of care

Inefficient or wasteful health care, along with high
costs, are among the chief problems burdening

our health care system. To measure inefficiency,
this scorecard dimension focuses on rates of
potentially avoidable and expensive hospital care. It
also looks at two cost measures: the average cost
of an individual employer-based health insurance
premium and average annual spending per Medicare
beneficiary. Many studies have found that higher
spending is not systemically associated with better
outcomes. The Affordable Care Act encourages
changes to the way we deliver and pay for care

and encourages new models, like accountable care
organizations and bundled payment arrangements.

the greatest improvement:

in Bstates

there were reductions of 2 percentage points or
more between 2010 and 2012 in rates of hospital

readmissions among Medicare beneficiaries
receiving postacute care in nursing homes.

4 The biggest
reduction—of
4 percentage

points—was

in Maryland.
o
Louisiana, Massachusetts,
and Tennesee
improved on the greatest . =

number of indicators

11 iaiming higher:res ult s fro ma score card on state health system performance, 2015 edit ion

key findings

Hospitalizations for ambulatory
-care sensitive conditions

Among Medicare beneficiaries ages 65 to 74,
hospital admissions for ambulatory care-
sensitive conditions—that is, conditions that
can be managed outside the hospital, like
hypertension—ell 2 percent from 2007 to 2008
and then an average 6 percent annually between
2008 and 2013.

Worst-performing state (highest rate)

U.S. average
Best-performing state (lowest rate)

The worst-performing states improved the most
for this indicator in 2013. The rate fell 16 percent
in Oklahoma and 14 percent in West Virginia;
rates varied about threefold across states.

30-day hospital readmissions
The hospital readmission rate for Medicare
beneficiaries fell by 10.5 percent in 2012 and
10.8 percent in 2013, after declining an average
3.8 percent annually between 2007 and 2011.
In October 2012, the Medicare program began
financially penalizing hospitals with high rates
of readmissions, motivating hospitals to reduce
readmissions to avoid these penalties.6

Data: Ambulatory-care sensitive hospitalizations &
30-day readmissions: Medicare claims via Feb. 2015
CMS Geographic Variation Public Use File.

commonweal thfund.org
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avoidable hospital use

Long-term care for elderly Americans
is often funded by state Medicaid
programs, while their hospital stays
and postacute care are paid for by
Medicare. Postacute care in either
patients' homes or institutions,

like skilled nursing facilities, is the
greatest source of Medicare spending
variation.7 Hospital admissions or
readmissions from these settings

can often be avoided with good
transitional care and proactive
patient monitoring and intervention.8

There was considerable variation
among states in hospital admission and
readmission rates among nursing home
residents and home health patients.

Wide state variation on indicators of potentially avoidable

hospital use suggests opportunities for improvement 0 Topstate

% Bottom state

Home health patients with
a hospital admission
(10/2013-9/2014)

Short-stay nursing home
residents with a 30-day
readmission to the hospital (2012)

Long-stay nursing home
residents with a hospital
admission (2012)

Data: Nursing home admissions/readmissions: V. Mor, Brown University, analysis of 2012 Medicare enrollment data,
Medicare Provider and Analysis Review (MedPAR), and Minimum Data Set (MDS) data; Home health admissions: authors'
analysis of CMS Medicare claims data from CMS Home Health Compare.

States with the highest hospital readmission rates in 2012 tended to have the largest reductions in 2013 5012

60

2013

Notes: States are arranged in order (lowest to highest) of their readmission rate in 2012.

#Denotes states with at least -.5 standard deviation change (5 readmissions per 1,000) between 2012 and 2013.
Data: Medicare claims via Feb. 2015 CMS Geographic Variation Public Use File.
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change in state health system performance by indicator

Number of states that:

Short-stay nursing home residents with
a 30-day readmission to the hospital

Medicare 30-day hospital readmissions,
per 1,000 beneficiaries

Home health patients with a hospital admission

Medicare admissions for ACS conditions, age 75 and older

Potentially avoidable emergency department

visits among Medicare beneficiaries 7

Medicare admissions for ACS conditions, ages 65-74 6

Long-stay nursing home residents with a hospital admission 6

23

Hospital admissions for pediatric asthma,

Health insurance premium for employer-sponsored

per 100,000 children

single-person plans

Total Medicare (Parts A & B) reimbursements per enrollee

Improved

45

51

Little or no change +« Worsened
28
34
35 6
43
44
45
45
3
31

Notes: This exhibit measures indicator change over the two most recent years of data available. See Appendix A1 for baseline and current data years for each indicator. Trend data are not available for all indicators.
Improvement or worsening refers to a change between the baseline and current time periods of at least 0.5 standard deviations. The "little or no change” category includes the number of states with changes of less
than 0.5 standard deviations, as well as states with no change or without sufficient data to assess change over time. ACS=ambulatory care-sensitive.

cost of care

National per-beneficiary
Medicare spending grew by
7.8 percent between 2008 and
2013, representing average
annual growth of 1.9 percent.
In contrast, among people
with private health insurance,
spending grew more rapidly
during the same period: by
23.9 percent, or average annual
growth of 5.5 percent.9

Per-person Medicare spending
growth between 2008 and
2013 was 8 percent or less in
31 states and higher than 15
percent in only North Dakota
and South Dakota.

Average health insurance
premiums for employer-
sponsored individual plans
increased in every state
between 2008 and 2013, with
growth ranging from 16 percent
in Arkansas to 39 percent in
South Dakota, North Dakota,
Ohio, and Alaska.

Trend in national health expenditures

Cumulative percent change from baseline year

Privately
insured per-
enrollee
spending

Medicare per-
beneficiary
spending

Data: CMS Office of the Actuary, National Health Expenditure Historical Tables, 2013;
Table 21.

State change: Medicare spending and employer-
sponsored health insurance premiums
Number of states and D.C. with

» Less than orequal to 8% growth, 2008-2013
9% to 14% growth, 2008-2013

# 15% to 29% growth, 2008-2013
30% or higher growth, 2008-2013

Medicare spending per beneficiary

8 2
Single-person employer-sponsored insurance premium

34 17

Notes: State change reflects 2008 to 2013; 2014 data on ESI premiums used in
Scorecard rankings are excluded for comparability to Medicare data. Medicare
spending estimates exclude prescription drug costs and reflect only the age 65+
Medicare fee-for-service population. For measuring trend, Medicare spending and
insurance premiums are unadjusted.

Data: Medicare spending: Medicare claims via Feb. 2015 CMS Geographic Variation
Public Use File; Insurance premiums: 2008-2013 Medical Expenditure Panel Survey.
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future
impl ications

If all states performed as well
as the top-performing state:

Medicare beneficiaries
would have over

1.4 million

fewer emergency room visits for care
that could be provided outside the
emergency room.

Children between 2 and 17
would endure about

85,000

fewer asthma-related
hospital admissions.

commonweal thfund.org
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healthy

lives

Having insurance and getting care are

not the only factors that contribute to a
healthy population. This dimension includes
measures that affect people's ability to

lead long and healthy lives-like rates of
smoking, premature death, and obesity.

THEgr eatest improvement:
Reducing the number

of adults who smoke.

N states +d.c.

saw their smokin
RTESdropby 2103
per centage points

between 2013and 2014

D.C.

improved on the greatest

number of indicators

26%

west Virginia

9%

utah

Across the country,
the smoking rate
among adults
ranged from 9% in
Utah to 26% in
West Virginia.

1 0l 11
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key findings

Deaths from
breast cancer
fell in 13 states, 2012 2013
while deaths from 21.4 20.8
colorectal cancer

Breast cancer deaths per

100,000 female population

dropped |n Colorectal cancer deaths per
10 states 100,000 population
between 2012 2012 2013
and 2013.

14.9 14.6
Mortality Amenable to Health Care
This measure refers to premature deaths

(from certain diseases like diabetes

or hypertension) that could have been
prevented with effective and timely health
care. Although there was little change

in this measure during the time period
measured by the 2015 scorecard, looking
at a longer trend shows that the rate of
these premature deaths fell 14 percent
during the past decade-from 98 deaths
per 100,000 people in 2004-05 to 84 in
2012-13.

Worst-performing state (highest rate)
U.S. average
Best-performing state (lowest rate)

Note: Age-standardized deaths before age 75 from select
causes.

Data: 2004-2013 National Vital Statistics System (NVSS)
Mortality All-County Micro Data Files.

- The largest reductions occurred in states
that had the highest rates to start with-
for example, since 2004-05, premature
deaths dropped 19 percent in Nevada,
from 114 to 92 per 100,000 people.

commonweal thfund.org
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change in state health system performance by indicator

Number of states that:
Adults who smoke
Breast cancer deaths per 100,000 female population
Colorectal cancer deaths per 100,000 population
Infant mortality, deaths per 1,000 live births
Adults who have lost six or more teeth
Adults who are obese
Adults with poor health-related quality of life
Suicide deaths per 100,000 population
Mortality amenable to health care

Years of potential life lost before age 75

Improved < Little or no change + Worsened

Notes: This exhibit measures indicator change over the two most recent years of data available. See Appendix A1 for baseline and current data years for each indicator. Trend data are not available for all indicators.
Improvement or worsening refers to achange between the baseline and current time periods of at least 0.5 standard deviations. The "little or no change" category includes the number of states with changes of less

than 0.5 standard deviations, as well as states with no change or without sufficient data to assess change over time.

> disparity finding

African Americans are more likely than whites to die early from a treatable
condition in every state (where data are available).

The greatest disparities in rates between white and black deaths were in D.C,
(186 vs. 41 per 100,000), lllinois (178 vs. 76), and Michigan (190 vs. 77).

Notes: Data for black race are not available for Idaho, Montana, New Hampshire, North Dakota, South Dakota,
Vermont, or Wyoming. States are arranged in rank order based on black mortality.

Data: 2012 and 2013 National Vital Statistics System (NVSS) Mortality All-County Micro Data Files.
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future
impl ications

If all states performed as well
as the top-performing state:

There would be approximately

84,000

fewer premature deaths
before age 75 for
conditions that can be
detected early and
effectively treated with

good follow-up care.

WW There would be nearly
ww 8 million

fewer adults (ages 18 to 64)
W who would lose six or more
teeth to decay, infection,

: or gum disease.
lim n

commonweal thfund.org



When health care is inequitable, there are disparities in access
and availability of care (e.g., the number of people who have
insurance or who visit a dentist regularly) and health status
(e.g., the number of people who are obese or smokers)
between various groups based on different factors, like their
income level. Across the nation, health care equity remains

an unfulfilled goal. However, the health insurance expansions
of the Affordable Care Act offer the opportunity to close

these gaps. The Equity dimension looks at two vulnerable
populations-low-income people and those who belong to racial
and ethnic minorities. States' performance is based on gaps in
equity-that is, the difference between the state's vulnerable
population and the U.S. average for any given indicator.
Improvement is defined as a decline in the states' vulnerable

key findings

Every state improved on
at least five equity indicators.

rhode island m
had the most improved
equity indicators with 19

For most equity indicators, however,
there were states for which the gap
widened, meaning performance

2015 RANKING

1
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Connecticut
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New York
Rhode Island
Washington
District of Columbia
Minnesota
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Oregon
Maryland
Delaware

lowa

Maine

New Jersey
South Dakota

group rate and a narrowing in the performance gap between worsened for the most vulnerable 19 Pennsylvania
the vulnerable group and the U.S. average. group and the gap grew between that 20 Nebraska
group and the U.S. average. 20 New Mexico
22 California
© income disparities 2 Idaho
. . . . 24 Arizona
the gr eatest Impr ovement: For the eqwt;i gaps based on income, 2 lingis
Widespread reductions in the percentage of low-income elderly more states improved than worsened. 2 Uth
adults who received a high-risk prescription medication At least half the states improved on six 2
] indicators: rates of nonelderly uninsured, 24 Virginia
In St at es elderly patients who received a high-risk 28 Missouri
) prescription medication, three measures 29 Aleska
the percentage of low-income elderly adults of avoidable hospital use among Medicare 29 Wisconsin
receiving a high-risk prescription medication o . o .
declined and the equity gap narrowed. beneficiaries who also receive Medicaid, 31 Florida
and nonelderly adults who have lost six 31 Michigan
or more teeth due to gum disease. The 31 Texas
Rhode Island o 1Aof 15 majority of states worsened on only one 31 West Virginia
improved on the greatest number of indicators indicator: rates of obesity among adults. 35 Wyoming
36 Kansas
. . . - 36 Montana
G » raciall ethnic disparities 36 North Dakot
the gr eatest |mg ovement: For the equity gaps based on race 39 Nevada
Premature death rates among states' racial and ethnic or ethnicity, more states worsened 39 Tennessee
minority populations declined in most states than improved. At least half the states 41 Ohio
1 improved on three indicators: rates 42 Alabama
In M St at es of nonelderly uninsured, mortality 43 North Carolina
death rates from conditions arZ1enabIe to amenable to health care, and infant 44 Louisans
health care interventions declined and mortality, but at least half worsened 45 Georgia
the equity gap narrowed. on six others. 45 Kentucky
47 Indiana
Arizona, lllinois, North Carolina, New York, Oklahoma, California, and Florida 48 South Carolina
improved on the greatest number of indicators 8] of13 49 Mississippi
49 Oklahoma

51 Arkansas
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A change in state health system performance by indicator

Income

Uninsured ages 0-64

Adults who went without care because of cost in past year
At-risk adults without a doctor visit

Adults without a dental visit in past year

Adults without a usual source of care

Older adults without recommended preventive care

Children ages 19-35 months without all recommended vaccines
Elderly patients who received a high-risk prescription drug
Medicare admissions for ambulatory care-sensitive conditions
Medicare 30-day hospital readmissions, per 1,000 beneficiaries

Potentially avoidable emergency department visits among
Medicare beneficiaries, per 1,000 beneficiaries

Adults with poor health-related quality of life
Adults who smoke
Adults who are obese

Adults who have lost six or more teeth

Race/Ethnicity

Uninsured ages 0-64

Adults who went without care because of cost in past year
At risk adults without a doctor visit

Adults without a dental visit in past year

Adults without a usual source of care

Older adults without recommended preventive care
Children ages 19-35 months without all recommended vaccines
Mortality amenable to health care

Infant mortality, deaths per 1,000 live births

Adults with poor health-related quality of life

Adults who smoke

Adults who are obese

Adults who have lost six or more teeth

Number of states where equity:

Improved

No change

*Worsened

Notes: This exhibit measures indicator change over the two most recent years of data available. See Appendix A1 for baseline and current data years for each indicator. Trend data are not available for all indicators.
Improvement indicates that the equity gap between states' vulnerable population and the U.S. average narrowed and that the rate among the states' vulnerable population improved. Worsening indicates that the equity
gap between states' vulnerable population and the U.S. average widened and that the rate among the states' vulnerable population got worse. The “no change" category includes the number of states where the
vulnerable group rate remained the same or changed but without a narrowing or widening in the gap with the U.S. average rate. It also includes the number of states without sufficient data for the vulnerable population

to assess change overtime.
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looking towar d :

ul A

the f“ture access and

affordabil ity

Gains reported by the scorecard likely reflect the influence of public policy-

most noticeably, the role of the Affordable Care Act in expanding health

insurance coverage-as well as public and private initiatives at the national,

state, and community levels. States have many opportunities to widen these < *
gains in various ways-purchasing health care for low-income Medicaid

populations and state employees, establishing rules that guide health care

and insurance markets, setting strategy for health information technology and pr evention and
exchange, supporting public health, and acting as conveners and collaborators tfreatm ent

in improvement with other health care stakeholders.

It will be important to continue tracking health system performance as health
reforms are implemented, paying close attention to states that are expanding
Medicaid and participating in other reforms. In addition, states can help to
ensure that proven practices are fully adopted. For example, the stagnation and
decline in rates of adult preventive care suggests an opportunity to implement
evidence-based clinical and community-based interventions recommended by
the U.S. Preventive Services Task Force. 1

The scorecard's findings remind us that where you live matters. The sobering

truth is that residents of certain states realize greater benefits from their health

care systems than do those in other states. It doesn't have to be this way. By

acknowledging that access to care is the foundation of a high-performing

health system and by focusing on the needs of low-income and other vulnerable

populations, all states can safeguard and promote the health of their residents. 5
All states can strive through policy and leadership to enhance patient care

experiences, improve health outcomes, and lower health care spending.fl

healthy
lives

Only by aiming high can the U.S. reach

its potential as a nation where geography

IS not destiny, and where everyone,

everywhere, has the opportunity to live a

long and healthy life. equity



methods

The Commonwealth Fund's Scorecard on State Health System
Performance, 2015 Edition, evaluates 42 key indicators grouped into
five dimensions (Appendix Exhibit A1):

Access and Affordability (six indicators): includes rates

of insurance coverage for children and adults, as well as
individuals' out-of-pocket expenses for medical care and cost-
related barriers to receiving care.

Prevention and Treatment (16 indicators): includes
measures of receiving preventive care and the quality of
care in ambulatory, hospital, and long-term care and
postacute settings.

Potentially Avoidable Hospital Use and Cost

(nine indicators): includes indicators of hospital use that
might have been reduced with timely and effective care
management and follow-up care, as well as estimates of
per-person spending among Medicare beneficiaries and the
cost of employer-sponsored insurance. One indicator, hospital
admissions for ambulatory care-sensitive conditions,
reported separately for two distinct age groups.

Healthy Lives (11 indicators): includes indicators that
measure premature death and health risk behaviors.

Equity: The scorecard evaluates differences in performance
on 33 equity indicators associated with patients' income
level (18 indicators) or race or ethnicity (15 indicators) that
span the other four dimensions of performance. The data
available for some equity indicators, such as childhood
vaccinations, may represent a different time point from that
used in the corresponding main scorecard indicator. For each
state, health system performance on each equity indicator
as it pertains to low-income populations (under 200% of the
federal poverty level) and racial or ethnic minority groups
(black or other race or Hispanic ethnicity) is compared with
the national average. The resulting difference in performance
is the "equity gap,” which forms the basis of our state
rankings for this dimension. To support more comprehensive
assessment of disparities, the 2015 scorecard expanded

the number of indicators evaluated in the equity dimension;
hence, the 2015 equity rankings are not strictly comparable to
earlier scorecards.
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The following principles guided the development of the scorecard:

Performance Metrics. The 42 performance metrics selected for this report
span the health care system, representing important dimensions of care.
Where possible, indicators align with those used in previous state scorecards.
Since earlier versions of the scorecard, several indicators have been dropped
either because all states improved to the point where no meaningful
variations existed (e.g., hospital quality process-of-care measures) or the data
to construct the measures were no longer available. Several new indicators
were added to the scorecard series starting in 2014, including measures of
premature death, out-of-pocket spending on medical care relative to income,
and potentially avoidable emergency department use.

Measuring Change over Time. e were able to construct atime series for
36 of 42 indicators. Four scorecard indicators derived from the National
Survey of Children's Health could not be updated because the survey is
conducted only every four years; afifth indicator (Medicare beneficiaries'
ratings of provider communication) did not have a comparable baseline
data point in the time period measured in this scorecard.

There were generally one to two years between indicators' baseline and
current year data observation, though the starting and ending points
depended on data availability. We chose this short time horizon so as to
capture the immediate effects of changes relative to the policy and delivery
system environment, such as recent coverage expansions under the
Affordable Care Act, and other reforms as they are or may be enacted and
implemented in the future.

We considered a change in an indicator's value between the historical and
current year data points to be meaningful if it was at least one-half (0.5) of
a standard deviation larger than the indictor's combined distribution over
the two time points—a common approach in social science research.

To assess change over time in the Equity dimension, we count how often
the equity gap (described above) narrowed across indicators for each
state during the time period measured by this scorecard. Within the race/
ethnicity Equity subdimension, we evaluate trend data for an indicator only
when there was comparable historical data on the racial/ethnic group with
the largest equity gap in the most current assessment period. We consider
improvement to have occurred in an equity indicator only if the equity gap
narrowed and health care for the states' most-vulnerable group improved.

Data Sources. Indicators draw from publicly available data sources,
including government-sponsored surveys, registries, publicly reported
quality indicators, vital statistics, mortality data, and administrative
databases. The most current data available were used in this report
whenever possible. Appendix Exhibits A1 and H1 provides detail on the
data sources and time frames.

Scoring and Ranking Methodology. The scoring method follows previous
state scorecards. States are first ranked from best to worst on each of the
42 performance indicators. We averaged rankings for indicators within
each dimension to determine a state's dimension rank and then averaged
dimension rankings to determine overall ranking. This approach gives
each dimension equal weight, and within dimensions it weights indicators
equally. As in previous scorecards, if historical data were not available for
a particular indicator in the baseline period, the most current year of data
available was used as a substitute ensuring that ranks in each time period
were based on the same number of indicators and as similar as possible.
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notes

1. The scorecard measures the percent of adults age 50 and older who have received all of the following:
sigmoidoscopy or colonoscopy in the past 10 years or a fecal occult blood test in the past two years; a
mammogram in the past two years (women only); a Pap smear in the past three years (women only); and a flu
shot in the past year and a pneumonia vaccine ever (age 65 and older only).

2. S. T Hawley, J. A. Earp, M. O'Malley et al., “The Role of Physician Recommendation in Women's Mammography
Use: Is It a 2-Stage Process?" Medical Care, April 2000 38(4):392—403.

3. C H. Ellenbecker, L Samia, M. J. Cushman et al., “Chapter 13. Patient Safety and Quality in Home Health Care"
in Patient Safety and Quality: An Evidence-Based Handbook for Nurses, RG Hughes, editor (Rockville, Md.:
Agency for Healthcare Research and Quality, April 2008).

4, US. Food and Drug Administration, “FDA Recommends Against the Continued Use of Propoxyphene,'
Safety Announcement, Nov. 19, 2010; U.S. Food and Drug Administration, “Xanodyne Agrees to Withdraw
Propoxyphene from the U.S. Market" News Release, Nov. 19, 2010; and J. Driessen, S. H. Baik, Y. Zhang,
“Explaining Improved Use of High-Risk Medications in Medicare Between 2007 and 2011," Journal of the
American Geriatrics Society (forthcoming).

5. S. Rice, “CMS Targets Nursing Homes' Overuse of Antipsychotic Drugs,' Modern Healthcare, Sept. 22, 2014; U.S.
General Accounting Office, Antipsychotic Drug Use: HHS Has Initiatives to Reduce Use Among OlderAdults in
Nursing Homes, But Should Expand Efforts to Other Settings (Washington, D.C.: GAQ, Jan. 30, 2015).

6. Centers for Medicare and Medicaid Services, “Readmissions Reduction Program," Nov. 16, 2015; and
M. Laderman, S. Loehrer, and D. McCarthy, “The Effect of Medicare Readmissions Penalties on Hospitals'
Efforts to Reduce Readmissions: Perspectives from the Field,' The Commonwealth Fund Blog, Feb. 26, 2013;
and C. Boccuti and G. Casillas, Aiming for Fewer Hospital U-Turns: The Medicare Hospital Readmission Reduction
Program (Menlo Park, Calif.: The Henry J. Kaiser Family Foundation, Jan. 29, 2015).

7. R Mechanic, “Post-Acute Care: The Next Frontier for Controlling Medicare Spending" New England Journalof
Medicine, Feb. 20, 2014 370(8):692-694.

8. S. Loehrer, D. McCarthy, and E Coleman, “Cross-Continuum Collaboration in Health Care: Unleashing the
Potential," Population Health Management, Oct. 2015 18(5):317-19; J. G Ouslander and R A. Berenson,
“Reducing Unnecessary Hospitalizations of Nursing Home Residents," New England Journal o f Medicine,
Sept. 29, 2011 365(13):1165-67; and J. G. Ouslander, G. Lamb, R Tappen et al., “Interventions to Reduce
Hospitalizations from Nursing Homes: Evaluation of the INTERACT Il Collaborative Quality Improvement
Project," Journal of the American Geriatrics Society, April 2011 59(4):745-53.

9. National spending estimates described here come from the CMS Office of the Actuary, National Health
Statistics Group, Historic National Health Expenditure Tables, 2013. These national estimates account for all
spending for all Medicare beneficiaries; they differ from the U.S. per-beneficiary spending estimates reported
elsewhere in the scorecard, specifically in Appendix Exhibits A2 and E3. The latter estimates come from the
CMS Office of Enterprise Data and Analytics and are restricted to beneficiaries age 65 and older, and exclude
prescription drug spending.

10. J. K Ockene, E A. Edgerton, S. M. Teutsch et al., “Integrating Evidence-Based Clinical and Community Strategies
to Improve Health,"American Journal of Preventive Medicine, March 2007 32(3):244-252.

11. S. Silow-Carroll and G. Moody, Lessons from High- and Low-Performing States for Raising Overall Health System
performance (New York: The Commonwealth Fund, May 2011).
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appendix exhibit ai.statescorecard data years and databases

Indicator Pastyear Currentyear Database

Access and Affordability

1 Adults ages 19-64 uninsured 2013 2014 ACSPUMS
2 Children ages 0-18 uninsured 2013 2014 ACSPUMS
3 Adults who went without care because of cost in past year 2013 2014 BRFSS
4 Individuals under age 65 with high out-of-pocket medical costs relative to their annual household income —2 2013-14 CPS ASEC
5 At-risk adults without a routine doctor visit in past two years 2013 2014 BRFSS
6 Adults without a dental visit in past year 2012 2014 BRFSS
Prevention and Treatment
7 Adults with a usual source of care 2013 2014 BRFSS
8 Adults ages 50 and older who received recommended screening and preventive care 2012 2014 BRFSS
9 Children with a medical home - 2011712 NSCH
10 Children with a medical and dental preventive care visit in the past year - 2011/12 NSCH
11 Children with emotional, behavioral, or developmental problems who received needed mental health care in the past year — 2011/12 NSCH
12 Children ages 19-35 months who received all recommended doses of seven key vaccines 2013 2014 NIS
13 Medicare beneficiaries who received at least one drug that should be avoided in the elderly 2011 2012 5% Medicare enrolled in Part D
14 chZ?iiC:crinbtf;izicciszz \fnéi:tlhdaetrr;:t;?t,iohr:plpeIvic fracture, or chronic renal failure who received a prescription drug ot bo12 5% Medicare enrolled in Part D
15 Medicare fee-for-service patients whose health provider always listens, explains, shows respect, and spends enough _a 2013 CAHPS (via AHRQ National Healthcare
time with them Quality Report)
16 Risk-adjusted 30-day mortality among Medicare beneficiaries hospitalized for heart attack, heart failure, or pneumonia 07/2009-06/2012 07/2010-06/2013  CMS Hospital Compare
17 Hospitalized patients given information about what to do during their recovery at home 2012 2013 HCAHPS (via CMS Hospital Compare)
18 Hospitalized patients who reported hospita.l staff alvya.ys managgd pain well, responded when needed help to get to b0t 2013 HCAHPS (via CMS Hospital Compare)
bathroom or pressed call button, and explained medicines and side effects
19 Home health patients who get better at walking or moving around 2013 2014 OASIS (via CMS Home Health Compare)
20 Home health patients whose wounds improved or healed after an operation 2013 2014 OASIS (via CMS Home Health Compare)
21 High-risk nursing home residents with pressure sores 2013 2014 MDS (via CMS Nursing Home Compare)
22 Long-stay nursing home residents with an antipsychotic medication 2013 2014 MDS (via CMS Nursing Home Compare)
Avoidable Hospital Use and Cost
23 Hospital admissions for pediatric asthma, per 100,000 children 2011 2012 gggl};y(;i:pﬁ};)RQ National Healthcare
24 Hospital admissions among Medicare beneficiaries for ambulatory care-sensitive conditions, ages 65-74, and age 75 CCW (via CMS Geographic Variation
and older per 1,000 beneficiaries zon2 2013 Public Use File)
25 Medicare 30-day hospital readmissions, rate per 1,000 beneficiaries 2012 2013 (F'))Ez\lliévlijasgl\éliifeographic Variation
26 Short-stay nursing home residents readmitted within 30 days of hospital discharge to nursing home 2010 2012 MedPAR, MDS
27 Long-stay nursing home residents hospitalized within a six-month period 2010 2012 MedPAR, MDS
28 Home health patients also enrolled in Medicare with a hospital admission 2013 10/2013-9/2014 OASIS (via CMS Home Health Compare)
29 Potentially avoidable emergency department visits among Medicare benefiiciaries, per 1,000 beneficiaries 2012 2013 5% Medicare SAF
30 Total single premium per enrolled employee at private-sector establishments that offer health insurance 2013 2014 MEPS
31 Total Medicare (Parts A & B) reimbursements per enrollee 2012 2013 ggz\llic(vlijasgl\élii)(;eographic Variation
Healthy Lives
32 Mortality amenable to health care, deaths per 100,000 population 2010-11 2012-13 CDC NVSS: Mortality Restricted Use File
33 Years of potential life lost before age 75 2012 2013 CDC NVSS: WISQARS
34 Breast cancer deaths per 100,000 female population 2012 2013 CDC NVSS: WONDER
35 Colorectal cancer deaths per 100,000 population 2012 2013 CDC NVSS: WONDER
36 Suicide deaths per 100,000 population 2012 2013 CDC NVSS: WONDER
37 Infant mortality deaths per 1,000 live births 2012 2013 CDC NVSS: WONDER
38 Adults ages 18-64 who report fair/poor health or activity limitations because of physical, mental, or emotional problems 2013 2014 BRFSS
39 Adults who smoke 2013 2014 BRFSS
40 Adults ages 18-64 who are obese (BMI >= 30) 2013 2014 BRFSS
41 Children ages 10-17 who are overweight or obese (BMI >= 85th percentile) - 2011712 NSCH
42 Percent of adults ages 18-64 who have lost six or more teeth because of tooth decay, infection, or gum disease 2012 2014 BRFSS

Note: (a) Previous data not available or its definition is not comparable over time.
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appendix exhibit A2, list

23

24

25
26
27

28

29

30
31

32
33
3
35
36
37

38

39

40
4

42

Indicator

Access and Affordability

Adults ages 19-64 uninsured

Children ages 0-18 uninsured

Adults who went without care because of cost in the past year
Individuals with high out-of-pocket medical spending

At-risk adults without a doctor visit

Adults without a dental visit in past year

Prevention and Treatment

Adults with a usual source of care

Older adults with recommended preventive care

Children with a medical home

Children with a medical and dental preventive care visit in the past year
Children who received needed mental health care in the past year
Children ages 19-35 months with all recommended vaccines
Elderly patients who received a high-risk prescription drug

Elderly patients who received a contraindicated prescription drug

Medicare patients experienced good communication with provider
Hospital 30-day mortality

Hospital discharge instructions for home recovery
Patient-centered hospital care

Home health patients who get better at walking or moving around
Home health patients whose wounds healed after an operation
High-risk nursing home residents with pressure sores

Nursing home residents with an antipsychotic medication
Avoidable Hospital Use and Cost

Hospital admissions for pediatric asthma, per 100,000 children

Medicare admissions for ambulatory care-sensitive conditions, ages 65-74

Medicare admissions for ambulatory care-sensitive conditions, age 75 and older

Medicare 30-day hospital readmissions, per 1,000 beneficiaries

Short-stay nursing home residents with a 30-day readmission to the hospital

Long-stay nursing home residents with a hospital admission

Home health patients with a hospital admission

Potentially avoidable ED visits among Medicare beneficiaries, per 1,000
beneficiaries

Health insurance premium for employer-sponsored single-person plans
Total Medicare (Parts A & B) reimbursements per enrollee

Healthy Lives

Mortality amenable to health care, deaths per 100,000 population
Years of potential life lost before age 75

Breast cancer deaths per 100,000 female population

Colorectal cancer deaths per 100,000 population

Suicide deaths per 100,000 population

Infant mortality deaths per 1,000 live births

Adults ages 18-64 who report fair/poor health or activity limitations because of

physical, mental, or emotional problems
Adults who smoke

Adults ages 18-64 who are obese (BMI >= 30)

Children ages 10-17 who are overweight or obese (BMI >= 85th percentile)
Percent of adults ages 18-64 who have lost six or more teeth because of tooth

decay, infection, or gum disease

Data Years Represented

Baseline9

2013
2013
2013

2013
2012

2013
2012

2013
2011
2011

—

07/2009-
06/2012

2012
2012
2013
2013
2013
2013

2011
2012
2012
2012
2010
2010

2013

2012

2013
2012

2010-11
2012
2012
2012
2012
2012

2013

2013

2013
—

2012

2015
Scorecard

2014
2014
2014
2013-14
2014
2014

2014
2014
2011/12
2011/12
2011/12
2014
2012
2012
2013

07/2010-
06/2013

2013
2013
2014
2014
2014
2014

2012
2013
2013
2013
2012

2012

10/2013-
9/2014

2013

2014
2013

2012-13
2013
2013
2013
2013
2013

2014

2014

2014
2011/12

2014

U.S. Average Rate

Baseline*1

85
67
61
89

21

107

188

| $5.633
$8,854

85
| $6,412
214
14.9
12.6

6

26

18

29
—

10

2015
Scorecard

16*

7
40
54
68
61
72
17*
21
76

12.6*

86
68
63*
89

19*

143*

181

$5,859 *
$8,801

84
$6,420
208
146
126

6

27
17

29
31

10

of 42 INDICATORS IN THE STATE SCORECARD ON HEALTH SYSTEM PERFORMANCE

Range of State Performance

Baseline*1

5-30
2-14
7-22

7-23
10-20

65-88
34-52

57-82
12-29
14-29

12.1-14.0

78-89
59-73
49-66
80-93
3-9
9-27

33-232
13-51
41-100
12-55
14-28
7-31

14-18

131-248

$4,197-$7,334
$5,399-$10,868

57-133
$4,892-$9,610
15.7-31.1
10.7-19.4
5.7-29.6
4.2-8.9

20-34

10-27

22-37
—

6-23

2015
Scorecard

5-26
2-12
7-19
10-22
6-22
11-20

65-89
32-48
45-69
56-81
40-86
63-85
9-24
13-28
72-80

11.8-13.6

78-90
58-72
51-69
74-95

28-231
13-46
36-95
10-48
13-26

7-30

13-17

127-251

$4,392-$7,592
$5,421-$10,697

56-137
$4,963-$9,945
15.5-29.8
10.9-19.8
5.8-23.7
4.2-9.6

19-34

9-26
21-38
22-40

6-22

2015 Scorecard

Best State(s)b

MA
MA
ND
MD

SD, VT

MA
CT
VT
VT
ND
ME
MA
ME, R

DE, MA

ut
LA, ME, NE, SD
ut
Rl
HI, ID
AK

VT
HI
HI
HI

MT

MN

AK

HI

CA
HI

MN
MN
HI

ut

MA

ut

Notes: (a) The baseline period generally reflects the year prior to the time of observation for the latest year of data available. (b) Multiple states may be listed in the event of ties. (c) Previous data are not shown because
of changes in the indicators' definitions or data were not available.
* Asterisks indicate change between baseline and current time periods of at least 0.5 standard deviations (see Scorecard Methodology).
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appendix exhibit A3. national cumulative impact if all states achieved top state rate

Indicator

Insured Adults

Insured Children

High Out-of-Pocket Medical Spending

Went Without Care Because of Cost

Adult Usual Source of Care

Older Adult Preventive Care

Children with a Medical Home

Children with Preventive Medical and Dental Visits

Medicare Received a High-Risk Drug

Preventable Hospital Admissions Among Children

Hospital Readmissions

Potentially Avoidable Emergency
Department Visits

Mortality Amenable to Health Care

Breast Cancer Deaths

Colon Cancer Deaths

Suicides

Infant M ortality

Adults Who Smoke

Adults Who Are Obese

Children Who Are Overweight or Obese

Adults with Tooth Loss
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If all states improved their performance to the level of the best-performing state for this indicator, then:

21,126,092

3,124,744

11,636,543

16,957,363

29,069,764

8,691,519

11,087,987

9,609,589

1,174,142

85,008

152,166

1,425,210

83,707

8,552

11,698

21,499

7,078

19,379,843

15,700,326

3,019,159

7,850,163

more adults (ages 19-64) would be covered by health insurance (public or private), and therefore
would be more likely to receive health care when needed.

more children (ages 0-18) would be covered by health insurance (public or private), and therefore
would be more likely to receive health care when needed.

fewer individuals would be burdened by high out-of-pocket spending on medical care.

fewer adults (age 18 and older) would go without needed health care because of cost.

more adults (age 18 and older) would have a usual source of care to help ensure that care is
coordinated and accessible when needed.

more adults (age 50 and older) would receive recommended preventive care, such as colon
cancer screenings, mammograms, Pap smears, and flu shots at appropriate ages.

more children (ages 0-17) would have a medical home to help ensure that care is coordinated
and accessible when needed.

more children (ages 0-17) would receive annual preventive medical and dental care visits each year.

fewer Medicare beneficiaries would receive an inappropriately prescribed medication.

fewer children ages 2to 17 would be hospitalized for asthma exacerbations.

fewer hospital readmissions would occur among Medicare beneficiaries (age 65 and older).

feweremergency department visits for nonemergent or primary care-treatable conditions would
occuramong Medicare beneficiaries.

fewer premature deaths (before age 75) might occur from causes that are potentially treatable or
preventable with timely and appropriate health care.

fewerwomen would die from breast cancer.

fewer individuals would die from colon cancer.

fewer individuals mighttake their own lives.

more infants might live to see their first birthday.

fewer adults would smoke, reducing their risk of lung and heart disease.

fewer adults would be obese, with body weights that increase their risk for disease and long-term
complications.

fewer children (ages 10-17) would be overweight or obese, thus reducing the potential for poor
health as they transition into adulthood.

fewer adults (ages 18-64) would have lost six or more teeth to decay, infection, or gum disease.
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bi.summary of state rankings in current and previous scorecards

2015 Scorecard Ranks

Prevention Avoidable
Access and Treatment Use and Cost Healthy Lives Equity
Overall Rank Dimension Dimension Dimension Dimension Dimension
47 32 37 46 46 42
32 44 37 10 32 29
33 43 47 10 29 24
49 44 47 38 49 51
23 30 37 14 7 22
8 26 9 5 2 1
5 5 9 28 2 3
15 9 9 24 33 14
20 7 21 45 22 9
37 40 37 33 22 31
46 41 45 28 39 45
3 1 18 1 6 1
25 46 31 3 17 22
26 19 21 44 22 24
43 34 34 36 42 47
9 7 9 18 16 15
28 23 16 31 27 36
40 28 20 49 44 45
48 38 43 50 48 44
1 16 1 21 29 15
18 5 14 42 20 13
4 1 2 31 4 2
31 15 16 38 38 31
1 3 8 8 1 9
51 48 47 51 51 49
36 33 21 38 40 28
28 39 31 5 22 36
13 23 13 14 14 20
43 50 51 18 36 39
5 9 4 18 7 5
20 21 21 36 12 17
33 46 45 10 34 20
13 14 28 26 13 5
37 30 31 26 36 43
26 25 19 22 27 36
33 16 21 38 4 4
50 48 44 46 46 49
15 28 36 2 14 1
20 12 7 33 34 19
5 4 3 22 10 7
40 41 28 24 43 48
15 22 14 8 29 17
43 34 37 42 44 39
40 51 50 33 22 31
18 36 28 5 4 24
1 2 4 13 9 3
23 19 21 28 20 24
10 16 37 4 10 8
39 26 21 48 50 31
1 13 4 14 18 29
28 36 34 14 18 35

d generally reflects the year prior to the time of observation for the latest year of data available. (b) The 2014 scorecard ranking is not based on
orecard baseline rankings. Rather, it represents the time period evaluated in the 2014 scorecard, generally encompassing the years 2010-2012.
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mary of indicator rankings by state
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achange between the baseline and current time periods of at least 0.5 standard deviations. Ambulatory care-sensitive conditions among Medicare beneficiaries are counted as
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appendix exhibit ci.access and affordability: dimension and indicator ranking

- .
Overall performance, 2015 S & & &
Q& /NQ, éo \‘E’Q (}é
Top quartile \q’ S \{,‘b Sc? ¥ zé
Second quartile & ‘qu é"b &z &‘b é‘*
RPN SN & o &
Third quartile Q\’.@ ‘§§z (’é oq‘,“ q,$ ‘,\;\Q
Bottom quartile 6‘56 5& .a@é 'é\Q § \&\%
Data not available %6.& q,é*& \‘$\ & .g{:b z&@
& & & \&\ \'\ o6
N N A N3 ¥ )
r 1 Massachusetts
2 Vermont
3 Minnesota
4 Rhode Island
5 Connecticut
5 Maryland
7 District of Columbia
7 lowa
9 Delaware
9 New Hampshire
1 Hawaii
12 Pennsylvania
r 13 Wisconsin
14 New York
15 Michigan
16 Maine
16 Ohio
16 Washington
19 lllinois
19 Virginia
21 New Jersey
22 South Dakota
23 Kansas
23 Nebraska
25 North Dakota
A 26 Colorado
26 West Virginia
28 Kentucky
28 Oregon
30 California
30 North Carolina
32 Alabama
33 Missouri
34 Indiana
34 Tennessee
36 Utah
36 Wyoming
38 Louisiana
39 Montana
40 Florida
4 Georgia
4 South Carolina
43 Arizona
44 Alaska
44 Arkansas
46 Idaho
46 New Mexico
48 Mississippi
48 Oklahoma
50 Nevada
51 Texas
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appendix exhibit c2 access and affordability: dimension ranking and indicator rates

United States
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Hawaii

Idaho

lllinois

Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Change

States Improved

States Worsened

Adults
ages 19-64
uninsured
2013 2014
20% 16% *
20 18
24 22
24 18**
24 18**
24 17
19 14*
13 9*
14 10*
8 7
29 24+
26 22*
10 7
23 19*
18 14*
19 17
12 8*
18 15*
21 12**
25 22*
16 14
14 1"
5 5
16 12*
1 8*
25 22*
18 16
23 19*
15 13
27 21 **
16 13*
19 16*
28 21 **
15 12*
23 19*
14 10*
16 12*
25 21
21 14+
14 12
17 10**
23 20*
17 13*
20 17*
30 26*
18 16
10 I
17 15
20 13**
20 13*
13 10*
18 17
39
39
0

Children
ages 0-18
uninsured

2013 2014
8% 6% *
5 4
12 12
13 10**
6 5
8 6*

9 6**
4 4
5 5
12 10*
10 8*
3 3
9 8
5 4
9 7
5 3*
7 6
6 5
6 5
5 6
5 4
2 2
5 4
6 4*
8 6*
7 7
1 9*
6 5
14 10**
4 5
6 5
9 8
4 4
6 6
8 7
5 5
1 9*
7 5*
5 5
6 3 **
7 6
7 8
6 5
13 12
9 9
6 6
7 5*
5 3*
5 5
7 7
16
16
0

Uninsured
ages 0-64
2013 2014
17% 13% *
16 14*
20 19
20 16*
19 14
19 14
16 12*
1 8*
12 9*
7 6
24 20*
21 18*
8 6*
19 15*
14 1"
16 14*
10 7
14 12*
17 10**
19 17*
13 12
1 9*
4 4
13 10*
9 7
20 17*
15 13*
20 16*
12 1
23 17
13 1"
15 13*
22 17
12 10*
18 15*
12 9*
13 10*
20 18*
17 12**
1 10
14 8 **
18 16*
14 12*
16 14*
24 21*
15 14
8 5*
14 12*
16 11
16 11
10 9
15 14
42
42
0

Adults who went

without care

because of cost in

the pastyear

2013

16%

2014
14% *
17
12*
16
18*
14>
13*

Individuals
with high
out-of-pocket
medical spending

2013-14

15%

Notes: * denotes a change of at least 0.5 standard deviations; ** denotes a change of 1.0 standard deviation or more. — Data not available.
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At-risk adults
without a

doctor visit

2013
14%
12

23

2014
13%
12

22

Adults without
a dental visit in

past year
2012 2014
15% 16%
18 18
14 16*
17 18
19 18
16 17
16 15
1 12
12 14*
16 16
18 17
16 17
15 14
13 15*
15 16
15 15
12 13
13 13
16 16
20 20
13 13
13 15*
1" 12
14 14
1 13*
19 20
15 16
17 16
15 16
20 19
10 12*
15 16
18 18
15 16
15 14
15 16
14 15
18 17
15 14
13 14
12 12
18 18
1" 1
17 18
18 20 *
16 15
1 1
12 14*
14 14
18 20 *
12 12
15 15
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appendix exhibit di.prevention and treatment:dimension and indicator ranking

Overall performance, 2015
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Top quartile
Second quartile
Third quartile

Bottom quartile

Maine
Massachusetts
Rhode Island
New Hampshire
Vermont
Wisconsin
Pennsylvania
Minnesota
Colorado
Connecticut
Delaware
lowa
Nebraska
Maryland
South Dakota
Kansas
Michigan
Hawaii

North Dakota
Kentucky
District of Columbia
Illinois
Missouri

New Jersey
Ohio

Virginia

West Virginia
New York
South Carolina
Utah

Idaho
Montana
North Carolina
Indiana
Wyoming
Oregon
Alabama
Alaska
California
Florida
Tennessee
Washington
Louisiana
Oklahoma
Georgia

New Mexico
Arizona
Arkansas
Mississippi
Texas

Nevada

y

xs3
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appendix exhibit D2 prevention and treatment:dimension ranking and indicator rates

Children with Children who Children
amedical and received needed ages 19-35 Elderly patients Elderly patients
Older adults with Children dental preventive mental health months with all who received a who received a
Adults with a usual recommended with a care visit in the care inthe recommended high-risk contraindicated
source of care preventive care medical home pastyear pastyear vaccines prescription drug prescription drug
2013 2014 2012 2014 2011/12 2011/12 2011/12 2013 2014 2011 2012 2011 2012
United States 76% 7% 42% 40% * 54% 68% 61% 70% 72% 20% 17% * 23% 21% *
Alabama 78 76 42 40 * 54 70 54 77 77 29 24 ** 29 28
Alaska 67 66 39 38 52 59 63 64 67 * 19 17 21 17+
Arizona 68 72* 34 37 46 65 60 65 66 19 17 18 18
Arkansas 77 78 34 35 55 62 67 57 66 ** 25 17 26 23*
California 7 74* 40 32 45 65 63 69 78 ** 19 16* 22 21
Colorado 76 76 44 42 55 70 65 69 73 19 16* 19 18
Connecticut 85 84 47 48 58 79 65 78 73 ** 14 13 17 15*
Delaware 86 86 48 47 56 72 67 72 75 18 16 16 17
District of Columbia 76 75 44 43 50 77 59 77 4T 17 13* 19 20
Florida 73 76* 39 38 50 60 58 70 73 19 16* 22 21
Georgia 72 7 46 42 ** 52 65 53 70 74 25 21 24 21+
Hawaii 85 85 44 45 57 73 58 66 74 ** 21 21 18 18
Idaho 72 7 35 33* 57 59 56 70 66 * 22 16 ** 24 22+
lllinois 80 81 39 39 56 74 55 67 68 15 13 19 18
Indiana 80 80 37 36 58 69 58 69 66 * 20 17* 22 21
lowa 81 80 44 43 67 70 66 78 4T 15 12 19 17*
Kansas 78 80 43 39 ** 59 70 72 69 77 20 15 ** 22 20*
Kentucky 78 79 40 44 ** 56 68 66 73 72 26 23* 27 24+
Louisiana 74 74 40 40 56 67 40 69 73 28 24+ 26 23*
Maine 87 88 47 46 63 73 78 68 85 ** 13 12 14 13
Maryland 79 82* 48 47 57 73 59 76 74 16 15 19 18
Massachusetts 88 89 52 47 ** 63 79 65 79 75 * 12 9% 16 15
Michigan 83 84 45 45 59 68 68 70 65 ** 16 14 20 19
Minnesota 73 76* 46 45 61 60 72 74 > 13 10* 17 15*
Mississippi 77 73* 37 38 49 60 53 75 "> 29 22 ** 27 26
Missouri 79 79 42 38 ** 62 65 63 68 70 20 16* 23 21
Montana 70 7 35 38* 58 61 60 65 67 17 13* 22 17+
Nebraska 79 80 39 41 61 70 7 79 80 18 13** 21 21
Nevada 65 65 36 34 45 56 49 61 88 21 17 * 20 18*
New Hampshire 88 85* 48 46 * 67 79 66 75 80 ** 14 13 20 19
New Jersey 81 82 41 42 53 76 58 73 67 ** 15 15 20 18*
New Mexico 69 69 36 37 48 70 58 66 76 ** 22 18* 23 21
New York 81 81 44 43 53 73 64 72 7 13 12 18 17
North Carolina 73 76* 46 45 55 67 54 72 81 ** 23 20* 23 21+
North Dakota 73 Il 37 39* 62 61 86 72 7 14 1 16 14*
Ohio 81 80 il 39* 57 7 66 62 88 19 17 22 20*
Oklahoma 74 75 37 36 56 62 61 63 73 ** 27 22 ** 27 26
Oregon 74 7 39 39 57 63 66 67 65 19 16* 19 17*
Pennsylvania 86 85 44 42 59 73 69 76 79* 15 13 19 18
Rhode Island 84 86 46 47 60 76 66 82 76 ** 14 1" 16 13*
South Carolina 76 77 42 4 54 64 50 67 73 ** 24 20 24 22+
South Dakota 76 75 4 44 62 59 64 74 76 13 10* 18 15*
Tennessee 77 76 il 4 60 70 60 68 72 27 21 ** 26 24+
Texas 67 67 38 37 52 68 59 72 64 ** 23 19* 23 22
Utah 72 Il 40 4 64 61 49 75 "> 21 18* 26 23*
Vermont 87 87 47 44> 69 81 78 67 72 12 1 17 14*
Virginia 76 76 45 46 57 70 53 69 74 ** 20 17* 21 20
Washington 72 75* 43 43 59 72 54 7 67 * 19 16* 19 17*
West Virginia 77 77 43 41 61 74 74 66 63 * 22 17 ** 22 20*
Wisconsin 81 81 43 43 66 68 65 73 7 13 1 16 15
Wyoming 69 69 36 34 59 65 67 70 64 ** 17 13* 18 22 **
Change 10 21 38 35 28
States Improved 8 6 22 35 27
States Worsened 2 15 16 0 1

Notes: * denotes a change of at least 0.5 standard deviations; ** denotes a change of 1.0 standard deviation or more.
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appendix exhibit D2 prevention and treatment:dimension ranking and indicator rates (cont inu ed)

Hospital Home health
Medicare patients discharge Home health patients High-risk Nursing home
experienced good instructions patients who get whose wounds nursing home residents with
communication Hospital 30-day for home Patient-centered better at walking healed after residents with an antipsychotic
with provider m ortality recovery hospital care or moving around an operation pressure sores medication
07/09- 07/10-
2013 06/12 06/13 2012 2013 2012 2013 2013 2014 2013 2014 2013 2014 2013 2014
United States 76% 13.1% 12.6% ** 85% 86% 67% 68% 61% 63% * 89% 89% 6% 6% 21% 19% *
Alabama 74 134 131 °* 83 85 * 69 69 65 68 * 91 91 5 5 23 22
Alaska 76 14.0 131 ** 85 88 ** 67 70 ** 49 51 * 80 74 ** 6 4+ 9 9
Arizona 74 13.3 12.5* 84 86 * 66 66 58 60 * 86 87 6 5* 21 19*
Arkansas 72 13.9 13.6* 82 83 67 68 61 64+ 90 90 6 6 24 19*
California 74 12.8 12.4* 82 84 * 63 64 59 61 * 91 92 6 6 16 14*
Colorado 76 12.9 12.2* 87 88 69 70 62 64 * 90 89 4 4 18 18
Connecticut 77 13.2 12.4* 84 85 65 65 59 60 90 20 5 4* 22 20*
Delaware 79 124 11.8* 84 85 67 67 58 61 * 82 83 5 5 17 15*
District of Columbia 79 121 11.9 78 78 59 58 60 64 ** 90 91 9 8* 18 16*
Florida 76 13.2 12.6* 82 83 63 63 65 67 * 92 91 6 6 22 21
Georgia 76 13.2 12.9* 83 84 66 66 61 64 * 90 90 7 7 22 20*
Hawaii 7 13.0 12.7* 82 85 ** 68 69 55 59 ** 83 82 3 3 12 10*
Idaho 74 13.6 12.9** 88 88 70 70 63 65 * N 92 4 3* 20 18*
lllinois 7 127 12.4* 85 86 66 67 61 62 88 88 7 6* 23 22
Indiana 76 13.2 12.9* 86 87 69 69 59 62 * 89 89 6 6 20 19
lowa 75 13.0 129 86 88 * 69 69 62 64 * 88 88 4 4 19 19
Kansas 75 12.9 12.6* 86 86 70 70 61 63 * 88 88 5 5 21 20
Kentucky 7 13.2 12.9* 85 86 69 69 64 66 * 91 91 7 6* 22 21
Louisiana 80 13.3 13.0* 84 86 * 71 72 60 62 * 92 91 9 8 27 25*
Maine 77 13.5 12.7* 89 89 4l 72 62 64 * 88 89 4 4 22 20*
Maryland 76 127 12.0* 84 85 62 61 63 65 * 89 920 7 7 17 16
Massachusetts 77 12.3 11.8* 87 87 67 67 63 66 * 92 92 5 5 22 20*
Michigan 75 12.8 12.4* 87 87 69 68 61 64 * 87 87 6 6 15 14
Minnesota 78 12.7 12.3* 87 88 70 ! 57 59 * 85 84 4 4 16 14*
Mississippi 78 13.2 131 81 83 * 69 70 64 66 * 92 92 7 7 24 23
Missouri 77 13.2 12.7* 86 87 66 67 62 65 * 90 90 6 6 23 21
Montana 77 12.7 12.6 83 85 * 67 67 56 60 ** 92 90 * 5 6* 19 18
Nebraska 79 13.3 13.0* 87 88 71 72 59 62 * 83 84 4 4 22 21
Nevada 73 13.5 13.2* 83 84 61 64 ** 60 62 * 91 91 7 7 22 21
New Hampshire 78 13.7 12.6* 88 88 70 69 59 60 87 87 4 4 22 19*
New Jersey 76 12.7 12.2* 81 82 62 63 63 65 * 90 90 8 7* 16 15
New Mexico 73 129 127 82 84 * 66 66 59 62~ 93 90 ** 6 6 19 17*
New York 75 13.0 12.5** 82 84 * 62 63 59 63 ** 89 89 8 8 19 18
North Carolina 76 13.3 13.0* 86 87 68 69 61 62 90 89 7 7 16 15
North Dakota 73 12.8 12.2** 86 82** 65 70** 56 61 ** 87 89~ 4 4 18 18
Ohio 76 12.8 12.4* 86 87 68 68 61 63 * 88 88 6 6 22 21
Oklahoma 76 13.1 12.7* 83 85* 69 70 60 62 * N N 8 8 22 21
Oregon 74 13.9 13.0** 85 86 67 68 56 59 * 89 920 7 6* 18 18
Pennsylvania 78 129 12.4* 85 86 66 67 63 65 * 87 87 6 5* 20 18*
Rhode Island 77 13.3 12.7* 85 86 66 67 63 65 * 93 95 * 6 5* 18 16*
South Carolina 7 134 13.0* 85 86 69 69 64 65 92 91 6 6 17 16
South Dakota 77 13.0 12.5** 86 87 73 72 58 60 * 88 85 ** 5 5 18 18
Tennessee 75 13.2 13.0 84 85 68 68 63 64 90 89 5 5 25 23*
Texas 75 13.1 12.5** 84 86 * 69 69 56 57 88 87 7 7 27 25*
Utah 75 135 12.9* 89 920 69 70 66 69 * 92 91 5 5 23 21+
Vermont 75 13.9 131 ** 88 88 68 69 60 62~ 88 91 ** 5 5 21 19*
Virginia 75 13.3 12.9* 85 86 65 66 63 64 90 90 6 6 21 18*
Washington 74 14.0 13.4* 86 87 66 66 56 58 * 88 88 6 6 20 18*
West Virginia 73 13.1 12.6** 84 85 66 67 63 64 N 90 7 6* 19 17*
Wisconsin 78 134 12.8* 88 89 7 7 59 62 * 87 88 5 4> 17 14*
Wyoming 74 129 12.5% 87 88 68 69 58 58 88 86 * 4 4 18 16*
Change 45 14 3 41 8 15 27
States Improved 45 13 3 4 3 14 27
States Worsened 0 1 0 0 5 1 0

Notes: * denotes a change of at least 0.5 standard deviations; ** denotes a change of 1.0 standard deviation or more.
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appendix exhibit ei.avoidable hospita | use and cost:dimension and indicator ranking

Overall performance, 2015

Top quartile

Second quartile

Third quartile

Bottom quartile

Data not available
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Washington
Colorado
Montana

Utah
Minnesota
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Alaska
Arizona

New Mexico
Vermont
California
Nebraska
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Wyoming
lowa

Nevada

New Hampshire
Maine

North Dakota
Rhode Island
Delaware
South Carolina
New York
North Carolina
Connecticut
Georgia
Virginia
Kansas
Massachusetts
Florida
Pennsylvania
Texas

Indiana

New Jersey
Arkansas
Michigan
Missouri

Ohio

Maryland
Tennessee
lllinois
District of Columbia
Alabama
Oklahoma
West Virginia
Kentucky
Louisiana

Mississippi
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appendix exhibit E2 avoidable hospita | use and cost:dimension ranking and indicator rates

United States
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Hawaii

Idaho

lllinois

Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
01:4¢ 2
States Improved

States Worsened

Notes: * denotes a change of at least 0.5 standard deviations;
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Hospitdl Medicare
e \

achissios
for pediatric
pper 100,000
children
011 2012
107 143"
46 62
106 125
64 81
87 96
143 129
144 136
145 143
88 97
52 69
117 119
105 102
69 71
144 160
167 152
232 203*
72 76
132 137
182 141 *
97 94
70 82
150 161
65 77
58 82 *
98 112
149 163
221 231
109 113
143 128
139 189**
40 41
187 -
139 149
138 133
72 76
98 73 *
104 114
80 93
33 28
107 100
77 84
110 98
78 86
92 123*
6
3
3

Medicare -stay
adhissios  Medicae30- Medcae30- rmusighore
forarbuaay forarbuaoy dayhospitd  dayhosptd resicents
caesensitive caresersitive  readvissias,

65-74
2012 2013 2012 2013
3 zZ N 66
38 34 82 75 *
52 49
20 18 51 48
35 31 83 78
21 20 55 53
16 15 50 45
26 24 75 70
27 27 68 66
37 36 74 65 *
28 27 68 66
31 29 73 68
13 13 M 36
17 16 45 42
31 28 73 70
35 32 v 73
24 22 64 60
27 25 4l 66
51 46* 100 95
44 M 97 88 *
26 26 65 61
29 28 69 66
30 28 80 76
34 31 73 70
20 19 55 54
42 38 * 91 88
31 30 73 69
21 19 - 55
24 23 63 59
25 23 60 55
23 23 64 62
27 26 73 69
23 21 59 52*
29 26 73 69
29 27 67 64
24 22 65 -
38 35 82 76
38 32* 80 n-x
17 17 48 46
31 28 74 70
27 - 66 62
27 25 65 62
22 22
37 34 84 7
31 29 76 70
17 16 42 39
- 20 65 61
27 25 71 63 *
18 17 49 48
50 43 * 98 87 *
22 21 60 57
- 23 - -
6 8
6 8
0 0

Baddder bendfidaies

2012 2013
K S |
39 34+
29 26
23 20
42  36*
24 2
19 16
39 34+
40 37
55  48*
34 30
33 29
12 10
17 16
51 44>
40 34
33 29
37 33
50  42*
4  35*
31 28
49 43*
41 36 *
42 38
18 15
48 42+
37 33
25 24
33 29
26 23
34 32
47  H
22 19
3% 31
35 31
35 31
34 30
40  35*
15 14
31 27
28 25
33 30
31 27
37 31*
34 28*
17 16
31 27
40 36
23 2
46 40"
26 23
32 28

17
17
0

Shart

readhissians  with a30-cay
aps coxlions agp  pr1,000 asapaoetof readhissionto

adissions(g)  the hosyital

2012 2013 2010 2012

2/
22

23
25
23
17
22
22

24
23

14
25
21
18
21
23
28
18
26
22
25
18
26
22
14
18
25
18
27
19
26
21
18
23
24
17
22
24
21
16
23
23
14
16
22
19
23
17
17

X%
22

20*
25
22
16
20*
20*

22*
21+

14
23+
20
17
19*
22
26+
17
22 %+
19*
23+
17
24+
22
13
16*
23+
16*
24+
18
23+
20
16*
21+
23
17
21
21+
20
15
21+
22
14
16
21
17+
23
17
15
3
23
0

2010 2012
1% 1%
21 21
12 9*
27 26
21 20
12 10
19 16*
19 19
25 23
20 19
12 1
25 22*
20 19
16 15
20 20
24 24
31 30
14 12
20 17*
17 14*
20 18
7 7
31 29
21 20
12 12
17 16
20 20
13 14
26 21+
15 13
19 17
19 18
14 15
17 15
24 24
10 8
17 16
12 10
19 20
16 15
24 22
24 23
1 1
13 15
20 20
13 13
20 19
13 12
14 13
6
6
0

bereﬁaales

213 106% 2012 2013

16% 188 181
17 192 184
13% 205 203
15 178 171
17 185 177
15 167 163
14 173 164

17" 189 189
17** 159 159
17** 248 251

15 179 176
16 201 188*
15% 131 127
14 162 159
16 192 186
16 200 192
16 184 179
17 173 169
17" 219 219
16 236 219*
16 233 217*
17 193 186
17 200 197*
16 214 210
16 181 175
17 231 222
16 197 190
15 158 159
16 153 149
15 165 158
16** 192 175*
16 170 160
15 170 170
16** 173 165
16 197 192
17% 187 178
16 219 214

15** 21 206
15** 162 155

17 187 181
15 188 196
16 176 169
15 168 149
17 200 189"
15 186 180
14 147 142
15% 187 178
17 193 187
15 157 156
17 o8 223
16 182 176
16" 169 160
1% 7
10 7
6 0

denotes a change of 1.0 standard deviation or more. — Data not available. (a) Not a scored indicator, included here for information only.
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appendix exhibit E3. avoidable hospita | use and cost:cost indicato rs

United States
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Hawaii

Idaho

lllinois

Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin

Wyoming

Total Medicare (Parts A & B)
reimbursements per enrolleea

Unadjusted

2012

$9,409
8,686
7,675
8,588
8,158
10,244
7,884
10,589
9,339
10,920
10,693
8,664
6,432
7,367
9,797
9,026
7,696
8,478
8,971
10,334
8,015
10,655
10,924
10,131
7,936
9,493
8,610
6,939
8,380
9,222
8,450
10,972
7,246
10,960
8,296
7,651
9,637
8,884
7,021
9,780
9,610
8,413
7,623
8,736
10,152
7,997
7,898
8,160
7,919
8,520
8,003
7,715

2013

$9,289
8,469
7,827
8,459
8,017
10,167
7,684
10,710
9,342
10,446
10,536
8,511
6,410
7,413
9,650
8,939
7,694
8,401
8,913
10,076
8,049
10,563
10,633
9,989
8,017
9,190
8,486
6,987
8,297
9,133
8,416
10,849
7,161
10,873
8,209
7,683
9,440
8,691
7,066
9,618
9,637
8,311
7,516
8,437
9,990
7,804
7,884
8,169
7,922
8,434
7,979
7,518

Adjusted D

2012

$8,854
9,344
5,399
7,998
8,619
8,310
7,460
8,936
8,514
8,887
10,597
8,743
5,408
7,198
9,219
9,045
7,496
8,586
9,167
10,868
7,606
8,472
9,041
9,565
7,225
10,046
8,698
6,585
8,062
8,328
7,618
9,556
6,791
8,977
8,158
7,529
9,492
9,182
6,300
9,391
8,557
8,529
7,204
9,197
10,135
8,011
6,816
8,000
7,106
8,637
7,615
6,818

2013

$8,801
9,250
5,621
7,943
8,548
8,285
7,344
9,018
8,554
8,676
10,402
8,693
5,421
7,306
9,167
9,006
7,564
8,563
9,161
10,697
7,653
8,616
8,960
9,521
7,320
9,837
8,627
6,687
8,027
8,295
7,643
9,587
6,766
8,975
8,160
7,585
9,406
9,102
6,380
9,302
8,594
8,519
7,209
9,044
10,067
7,889
6,869
8,050
7,137
8,601
7,622
6,701

Annual Growth
Rate(0

-1.3%
-2.5%
2.0%
-1.5%
-1.7%
-0.8%
-2.5%
1.1%
0.0%
-4.3%
-1.5%
-1.8%
-0.3%
0.6%
-1.5%
-1.0%
0.0%
-0.9%
-0.6%
-2.5%
0.4%
-0.9%
-2.7%
-1.4%
1.0%
-3.2%
-1.4%
0.7%
-1.0%
-1.0%
-0.4%
-1.1%
-1.2%
-0.8%
-1.0%
0.4%
-1.0%
-2.2%
0.6%
-1.7%
0.3%
-1.2%
-1.4%
-3.4%
-1.6%
-2.4%
-0.2%
0.1%
0.0%
-1.0%
-0.3%
-2.6%

Health insurance premium for employer-sponsored

Unadjusted

2013

$5,571
5,204
7,369
5,343
4,536
5,581
5,668
6,002
5,934
6,018
5,383
5,374
5,103
5,019
5,824
6,099
5,207
5,432
5,257
5,300
5,865
5,730
6,290
5,319
5,274
4,961
5,442
5,654
5,268
5,168
6,249
6,200
5,250
6,156
5,218
5,330
5,679
5,129
5,449
5,582
5,968
5,426
5,876
5,146
5,386
5,309
5,764
5,408
5,690
5,940
5,730
6,301

2014

$5,832
5,526
7,099
5,356
4,846
5,841
5,848
6,223
6,145
6,097
5,767
5,570
5,316
4,978
6,126
6,041
5,557
5,365
5,914
5,700
5,903
6,059
6,348
5,610
5,832
5,443
5,517
5,876
5,557
5,426
6,336
6,447
5,725
6,307
5,593
5,521
5,930
5,649
5,707
5,888
6,156
5,850
5,859
5,310
5,740
5,538
6,180
5,422
5,910
6,149
5,868
5,840

single-person plans

Adjusted(b)

2013

$5,633
6,450
5,701
5,014
5,328
4,197
5,550
4,820
5,562
5,757
5,766
5,917
4,355
5,557
5,781
6,398
5,641
6,130
6,080
6,345
5,992
5,741
4,813
5,483
4,806
6,097
6,062
5,654
5,456
4,461
5,487
5,215
5,456
5,157
5,813
5,330
6,244
6,102
4,906
5,890
5,130
6,178
5,873
6,078
5,807
5,832
5,719
5,800
5,031
7,334
5,730
6,258

2014

$5,859
6,849
5,492
5,026
5,692
4,392
5,726
4,997
5,759
5,833
6,177
6,133
4,537
5,511
6,081
6,337
6,020
6,055
6,840
6,824
6,031
6,071
4,857
5,783
5,314
6,690
6,145
5,876
5,756
4,684
5,563
5,422
5,949
5,283
6,230
5,521
6,520
6,721
5,138
6,212
5,291
6,661
5,856
6,271
6,188
6,084
6,131
5,815
5,226
7,592
5,868
5,801

Annual Growth
Rate(cd)
4.7%
6.2%
-3.7%
0.2%
6.8%
4.7%
3.2%
3.7%
3.6%
1.3%
7.1%
3.6%
4.2%
-0.8%
5.2%
-1.0%
6.7%
-1.2%
12.5%
7.5%
0.6%
5.7%
0.9%
5.5%
10.6%
9.7%
1.4%
3.9%
5.5%
5.0%
1.4%
4.0%
9.0%
2.5%
7.2%
3.6%
4.4%
10.1%
4.7%
5.5%
3.2%
7.8%
-0.3%
3.2%
6.6%
4.3%
7.2%
0.3%
3.9%
3.5%
2.4%
-7.3%

Notes: (a) Medicare spending estimates exclude prescription drug costs and reflect only the age 65+ Medicare fee-for-service population. (b) Spending is standardized for state differences in input prices using CMS'
hospital wage index and extra CMS payments for graduate medical education and for treating low-income patients are removed from Medicare spending estimates. (c) Average annual growth rate calculated on the
unadjusted amounts. (d) Average annual growth rate of + or - 3.5% or more in a state's health insurance premiums represents a change of at least 0.5 standard deviations.
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appendix exhibit fi.healthy lives:dimension and indicator ranking

Overall performance, 2015

Top quartile

Second quartile

Third quartile

H

N N o M B~ NN

Bottom quartile

Minnesota
Colorado
Connecticut
Massachusetts
Utah

Hawaii
California
New Hampshire
Vermont
Rhode Island
Washington
New Jersey
New York
Nebraska
Oregon

lowa

Idaho
Wisconsin
Wyoming
Maryland
Virginia
District of Columbia
Florida
lllinois
Montana
Texas
Kansas

North Dakota
Arizona
Maine

South Dakota
Alaska
Delaware
New Mexico
Pennsylvania
Nevada

North Carolina
Michigan
Georgia
Missouri
Ohio

Indiana
South Carolina
Kentucky
Tennessee
Alabama
Oklahoma
Louisiana
Arkansas
West Virginia
Mississippi

fiz JS vo' A
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appendix exhibit F2 healthy lives: DIVENSION RANKING AND INDICATOR RATES

Mortality avensdle Breast cancer ceeths Cdlorecta cancer Suidick desths Infant mortality,
tohedthcae, cedths ~ Yeasofpotertid life  per 100000femdle cleaths per 100,000 per 100,000 deaths per 1,000
per 100,000 population lost before agp 75 population population population live births

2010-1 201213 2012 2013 2012 2013 012 2013 012 2013 2012 2013
United States & s} 6412 6420 214 2038 149 146 126 126 60 60
Alabama 112 1M1 9,324 9,368 22.9 214" 16.7 17.7* 14.7 14.4 8.9 8.6
Alaska 72 72 7,194 7,308 17.6 19.3* 15.6 16.4 231 231 5.1 58*
Arizona 74 72 6,609 6,645 19.1 20.6 * 13.1 13.3 17.3 17.5 58 53
Arkansas 116 119 8,928 8,867 23.3 214" 17.7 17.7 16.3 17.3 71 79*
California 73 72 5,108 5,123 211 201 13.6 13.2 10.0 10.2 4.5 4.8
Colorado 62 59 5,538 5,555 20.3 18.1 * 12.6 12.3 19.7 18.6 4.6 51
Connecticut 64 61 5,146 5,109 19.2 18.7 121 11.9 9.9 8.7 53 4.8
Delaware 88 85 7,204 6,892 22.7 21.3* 13.4 13.8 13.2 125 7.6 6.4 **
District of Columbia 130 124 7,831 7,285 311 29.8 * 12.8 14.3* 5.7 58 7.9 6.7 **
Florida 81 80 6,556 6,502 20.6 19.6 13.8 13.7 14.3 13.8 6.1 6.1
Georgia 103 100 6,966 7,229 216 225 15.1 14.9 1.7 12.0 6.2 7.0*
Hawaii 70 75 5,445 5611 16.3 15.5 13.6 14.2 13.1 11.8 4.9 6.4 **
Idaho 66 67 5,809 6,201 15.8 221 ** 14.2 134 19.0 19.2 54 56
lllinois 90 87 6,161 5,994 23.0 22.2 16.0 15.9 9.8 9.9 6.5 6.0
Indiana 93 el 7,342 7,487 21.8 21.8 16.4 15.4* 14.3 14.3 6.7 72
lowa 73 72 5,747 5,679 20.3 18.7* 15.9 15.6 12.7 144 53 43*
Kansas 78 78 6,643 6,555 23.0 18.5** 14.7 154 175 14.7* 6.3 6.5
Kentucky 107 106 8,869 8,374 234 211 * 171 171 16.2 15.5 72 6.4*
Louisiana 121 123 8,952 9,232 24.4 23.9 17.7 18.4 124 124 81 8.7*
Maine 65 62 6,128 6,252 17.3 18.8* 14.2 12.5* 145 17 .4* 7.0 71
Maryland 92 89 6,244 6,248 23.7 215* 15.0 14.3 9.5 9.2 6.4 6.6
Massachusetts 64 60 4,892 5,009 19.5 18.4* 134 131 8.7 8.2 4.2 4.2
Michigan 92 N 6,977 7,023 22.3 21.2* 14.5 14.8 12.5 12.9 6.9 71
Minnesota 57 56 4,910 4,963 181 19.6* 13.2 12.8 12.0 121 5.0 51
Mississippi 133 137 9,610 9,945 253 23.3* 19.4 18.8 14.0 13.0 8.9 9.6*
Missouri 95 95 7,487 7,480 225 220 16.6 15.7* 14.9 15.6 6.6 6.5
Montana 69 70 6,963 7,197 20.7 19.9 14.3 12.4* 226 237 59 56
Nebraska 66 65 5,701 5,607 21.2 21.0 16.0 15.2 12.5 11.6 4.7 52
Nevada 94 92 6,658 6,846 222 225 17.7 16.8 * 18.2 18.6 4.9 53
New Hampshire 60 58 5,097 5,329 19.0 19.8 13.7 12.8* 14.1 12.8 4.2 56**
New Jersey 79 75 5,325 5,345 227 232 15.9 149~ 74 8.0 44 4.5
New Mexico 78 79 7,998 7,686 18.0 17.3 13.9 14.5 213 20.3 6.8 53*
New York 82 79 5,237 5,216 20.8 20.6 144 14.0 8.3 8.1 5.0 4.9
North Carolina 94 93 7,029 6,976 21.5 204 * 14.5 13.3* 12.7 12.6 74 7.0
North Dakota 70 70 6,473 6,655 16.9 17.9 13.2 15.9 ** 15.2 17.3* 6.3 6.0
Ohio 96 94 7,282 7,365 228 229 16.4 16.3 13.0 12.9 75 73
Oklahoma 114 118 8,915 9,041 234 229 18.1 175 17.6 17.2 75 6.7 *
Oregon 65 62 5,799 5,736 20.3 19.9 13.8 14.4 17.8 16.8 54 4.9
Pennsylvania 86 82 6,726 6,648 22.6 21.8 16.0 15.9 124 13.4 71 6.7
Rhode Island 73 68 5,549 5,819 181 19.4* 144 13.2* 9.5 12.2* 6.5 6.5
South Carolina 103 99 7,962 7,908 22.3 213 15.4 15.0 13.7 14.0 75 69*
South Dakota 75 75 6,873 6,514 19.5 19.9 16.4 16.7 16.8 18.0 8.3 6.5*
Tennessee 110 110 8,464 8,357 229 224 16.9 16.6 14.6 15.3 72 6.8
Texas 93 93 6,457 6,492 211 20.2 14.8 14.7 11.9 1.7 58 58
Utah 62 61 5,719 5,722 204 20.3 10.7 10.9 21.0 214 4.8 52
Vermont 58 57 5,102 5,596 19.4 18.5 13.5 14.3 13.1 16.8* 43 44
Virginia 83 81 5,965 5,882 21.3 211 145 13.8 12.6 125 6.5 6.2
Washington 64 62 5,399 5,313 17.9 20.5** 13.2 12.8 14.5 14.1 53 45*
West Virginia 105 103 9,474 9,413 226 216 175 19.8 ** 171 16.4 72 7.6
Wisconsin 72 69 5,696 5,863 20.4 20.4 13.8 14.1 12.3 14.4* 57 6.3*
Wyoming 76 68 7,046 6,761 15.7 20.5** 15.8 12.6** 29.6 21.5* 56 48*
Gaxe 0 0 2 “u 7 L]
States Improved 0 0 13 10 2 10
States Worsened 0 0 8 4 5 8

Notes: * denotes a change of at least 0.5 standard deviations; ** denotes a change of 1.0 standard deviation or more.
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appendix exhibit F2 healthy lives: DIVENSION RANKING AND INDICATOR RATES (CONTINUED)

United Sates
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Hawaii

Idaho

lllinois

Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Gae
States Improved

States Worsened

Aduitswith poor
healthelated
quality of life
013 014

B %
31 33*
24 24
24 28 **
33 32
29 28
23 24
21 25**
25 24
21 19*
28 29
27 26
20 22*
23 23
22 24 *
26 28*
22 22
23 24
32 34*
30 29
25 27 *
22 23
22 25*
28 26 *
20 20
31 30
28 25*
25 25
22 21
25 26
22 22
22 23
29 30
25 25
27 27
20 20
26 27
30 30
26 28 *
24 27 *
25 24
28 29
21 21
31 32
24 26 *
20 21
22 24 *
23 24
28 27
34 34
24 24
23 23

%
3
13

Adutswhosnde
2013 014
1% 1%
21 20
22 19*
16 15
25 24
1 12
17 14*
15 14
19 19
18 15*
16 17
18 16*
13 13
17 15*
18 16*
21 22
19 18
20 17*
25 25
23 23
20 19
16 14*
16 14*
21 21
17 16
24 22+
22 20*
19 19
18 17
19 16*
16 17
15 14
19 18
16 14*
20 18*
21 19*
22 21
23 21+
17 16
20 19
17 16
21 21
19 18
23 23
15 14
10 9
16 16
18 19
16 15
27 26
18 17
20 19
16
16
0

Aduitswho are doese
2013 2014
.2 /) .2 /)
33 35*
28 30*
28 30*
37 38
25 25
22 21
25 26
3 3
23 21 *
27 27
31 31
23 24
30 30
30 29
32 34 *
32 31
31 32
34 33
33 36 *
29 29
29 30
24 23
32 30*
26 27
37 37
31 31
25 26
30 31
27 28
27 27
27 27
28 30*
25 27 *
30 31
31 33*
31 32
34 34
27 28
30 3
27 27
33 33
30 31
35 33*
32 32
24 25
25 25
27 29 *
27 28
37 37
29 31 *
29 31*
“
3

Notes: * denotes a change of at least 0.5 standard deviations; ** denotes a change of 1.0 standard deviation or more.
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Ghildenwho Aduits ages 18-64
ae oaveight who have lost six

archese

201112

3%
35
30
37
34
30
23
30
32
35
28
35
27
28
34
31
28
30
36
40
30
32
31
33
27
40
28
29
29
33
26
25
33
32
31
36
31
34
26
26
28
39
27
34
37
22
25
30
26
34
29
27

a noretecth
012 2014
0% 0%
17 17
9 9
10
17 17
10 1"
7 7
1" 1"
13 12
13 14
9 10
10 9
16 18*
17 14*
14 13
9
10
1" 10
7 7
18 19
12 13
1" 1"
8 8
1" 8*
10 10
9 10
10 10
10 9
13 13
9 7*
13 13
14 14
10 8*
1" 10
9 7*
15 15
9 10
18 16*
8 7
6 6
1" 10
1" 10
8 8
23 22
1" 10
1" 10
7
6
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appendix exhibit F3. mortality amenable to health care by race,deaths per 100,000 population,2010-11 and 2012-13

Total White Black

Cace Gae Cae
201011 201213  inRte 2015Rxk 201041 201213  inRte 2015Rxk 201011 201213  inRte 2015Rak

United Sates & a 1 - ;] 7 1 - 6l 1% 6 -
Alabama 112 111 -1 46 96 97 1 43 175 166 -9 35
Alaska 72 72 0 18 63 64 1 14 83 ) 15 2
Arizona 74 72 2 18 70 69 -1 21 131 127 4 12
Arkansas 116 119 3 48 107 1M 4 50 196 197 1 43
California 73 72 - 18 72 72 0 26 154 148 -6 2
Colorado 62 59 -3 4 59 56 -3 3 122 106 -16 7
Connecticut 64 61 -3 6 58 57 - 4 113 109 4 10
Delaware 88 85 -3 31 80 75 -5 29 138 133 -5 13
District of Columbia 130 124 6 50 49 M -8 1 190 186 4 39
Florida 81 80 -1 28 78 w -1 34 142 139 -3 15
Georgia 103 100 -3 42 87 86 -1 38 160 151 -9 23
Hawaii 70 75 5 22 59 59 0 6 70 106 36 7
Idaho 66 67 1 12 66 68 2 20 -

lllinois 90 87 -3 32 79 76 -3 32 183 178 -5 37
Indiana 93 91 2 34 89 87 2 39 160 159 -1 29
lowa 73 72 -1 18 72 70 2 22 146 151 5 23
Kansas 78 78 0 25 75 75 0 29 M 147 6 21
Kentucky 107 106 -1 44 104 104 0 48 164 155 9 27
Louisiana 121 123 2 49 100 101 1 45 185 189 4 40
Maine 65 62 -3 8 66 63 -3 12 9 - 3
Maryland 92 89 -3 33 76 76 0 32 145 135 -10 14
Massachusetts 64 60 4 5 62 60 2 7 104 0 -14 1
Michigan 92 el -1 34 79 v 2 34 189 190 1 42
Minnesota 57 56 -1 1 55 53 2 2 101 100 -1 5
Mississippi 133 137 4 51 104 109 5 49 198 198 0 44
Missouri 95 95 0 40 88 89 1 42 175 166 -9 35
Montana 69 70 1 16 66 66 0 16 -

Nebraska 66 65 -1 1" 64 62 2 10 139 14 2 18
Nevada %4 92 2 36 98 97 -1 43 147 145 -2 20
New Hampshire 60 58 2 3 61 60 - 7 88 -

New Jersey 79 75 4 22 73 Il 2 24 155 144 -1 19
New Mexico 78 79 1 26 73 72 - 26 145 106 -39 7
New York 82 79 -3 26 73 Il 2 24 144 140 -4 16
North Carolina % 93 -1 37 81 81 0 36 156 151 -5 23
North Dakota 70 70 0 16 65 66 1 16 -

Ohio 96 %4 2 39 88 87 -1 39 170 164 -6 33
Oklahoma 114 118 4 47 108 113 5 51 193 189 -4 40
Oregon 65 62 -3 8 66 63 -3 12 106 112 6 1
Pennsylvania 86 82 4 30 78 75 -3 29 17 162 -9 32
Rhode Island 73 68 -5 13 73 70 -3 22 113 102 -1 6
South Carolina 103 9 4 4 85 83 2 37 163 156 -7 28
South Dakota 75 75 0 22 67 66 -1 16 -

Tennessee 110 110 0 45 101 101 0 45 183 179 4 38
Texas 93 93 0 37 86 88 2 41 17 164 -7 33
Utah 62 61 - 6 61 60 - 7 115 161 46 31
Vermont 58 57 -1 2 58 57 -1 4 -

Virginia 83 81 2 29 72 72 0 26 147 140 -7 16
Washington 64 62 2 8 63 62 -1 10 1M 9 -12 3
West Virginia 105 103 2 43 104 103 -1 47 159 154 -5 26
Wisconsin 72 69 -3 15 67 64 -3 14 175 160 -15 30
Wyoming 76 68 -8 13 75 67 -8 19 -

Notes: * denotes a change of at least 0.5 standard deviations; ** denotes a change of 1.0 standard deviation or more.
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appendix exhibit Gl, equity: DIVENSION AND SUBDIVENSION RANKING

Overall performance, 2015

Top quartile
Second quartile
Third quartile

Bottom quartile

Income Race/Ethnicity
Subdimension Subdimension

1 Hawaii

2 Massachusetts

3 Connecticut

3 Vermont

5 New Hampshire

5 New York

7 Rhode Island

8 Washington

9  District of Columbia

9 Minnesota
1 Colorado
n Oregon
13 Maryland
14 Delaware
15 lowa
15 Maine
17 New Jersey
17 South Dakota
19 Pennsylvania
20 Nebraska
20 New Mexico
22 California
22 Idaho
24 Arizona
24 lllinois
24 Utah
24 Virginia
28 Missouri
29 Alaska
29 Wisconsin
31 Florida
31 Michigan
3 Texas
31 West Virginia
35 Wyoming
36 Kansas
36 Montana
36 North Dakota
39 Nevada
39 Tennessee
41 Ohio
42 Alabama
43 North Carolina
44 Louisiana
45 Georgia
45 Kentucky
47 Indiana
48 South Carolina
49 Mississippi
49 Oklahoma
51 Arkansas
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appendix exhibit G2 equity : SUMMARY OF INDICATOR CHANGE OVER TIME

Total Race/Ethnicity Income

Number of Number of Percent of Number of Number of Percent of Number of Number of Percent of

indicators indicators indicators indicators indicators indicators indicators indicators indicators
improved with data improved improved with data improved improved with data improved
Alabama 10 27 37% 5 12 42% 5 15 33%
Alaska 9 26 35% 6 1 55% 3 15 20%
Arizona 18 28 64% 8 13 62% 10 15 67%
Arkansas 10 27 37% 2 12 17% 8 15 53%
California 14 28 50% 8 13 62% 6 15 40%
Colorado 12 28 43% 6 13 46% 6 15 40%
Connecticut 13 28 46% 2 13 15% 1 15 73%
Delaware 1 28 39% 4 13 31% 7 15 47%
District of Columbia 15 27 56% 6 12 50% 9 15 60%
Florida 14 28 50% 8 13 62% 6 15 40%
Georgia 10 28 36% 5 13 38% 5 15 33%
Hawaii 9 25 36% 1 10 10% 8 15 53%
Idaho 9 27 33% 3 12 25% 6 15 40%
Ilinois 18 28 64% 8 13 62% 10 15 67%
Indiana 10 27 37% 6 12 50% 4 15 27%
lowa 7 27 26% 4 12 33% 3 15 20%
Kansas 8 28 29% 1 13 8% 7 15 47%
Kentucky 13 27 48% 5 12 42% 8 15 53%
Louisiana 13 27 48% 6 12 50% 7 15 47%
Maine 5 24 21% 1 9 1% 4 15 27%
Maryland 13 28 46% 6 13 46% 7 15 47%
Massachusetts 14 28 50% 6 13 46% 8 15 53%
Michigan 8 27 30% 1 12 8% 7 15 47%
Minnesota 1 27 41% 4 12 33% 7 15 47%
Mississippi 7 28 25% 4 13 31% 3 15 20%
Missouri 1 27 41% 7 12 58% 4 15 27%
Montana 12 28 43% 6 13 46% 6 15 40%
Nebraska 10 28 36% 5 13 38% 5 15 33%
Nevada 14 27 52% 5 12 42% 9 15 60%
New Hampshire 8 24 33% 2 9 22% 6 15 40%
New Jersey 14 28 50% 6 13 46% 8 15 53%
New Mexico 9 28 32% 2 13 15% 7 15 47%
New York 17 28 61% 8 13 62% 9 15 60%
North Carolina 18 27 67% 8 12 67% 10 15 67%
North Dakota 8 27 30% 5 12 2% 3 15 20%
Ohio 8 28 29% 5 13 38% 3 15 20%
Oklahoma 16 28 57% 8 13 62% 8 15 53%
Oregon 15 28 54% 7 13 54% 8 15 53%
Pennsylvania 7 28 25% 2 13 15% 5 15 33%
Rhode Island 19 28 68% 7 13 54% 12 15 80%
South Carolina 6 28 21% 3 13 23% 3 15 20%
South Dakota 1 28 39% 6 13 46% 5 15 33%
Tennessee 13 26 50% 5 1 45% 8 15 53%
Texas 12 28 43% 4 13 31% 8 15 53%
Utah 7 26 27% 2 " 18% 5 15 33%
Vermont 9 24 38% 3 9 33% 6 15 40%
Virginia 12 28 43% 7 13 54% 5 15 33%
Washington 1 28 39% 5 13 38% 6 15 40%
West Virginia 13 27 48% 4 12 33% 9 15 60%
Wisconsin 6 27 22% 2 12 17% 4 15 21%
Wyoming 10 26 38% 7 " 64% 3 15 20%
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appendix exhibit hi.scorecard indicator descriptions and so ur ce notes

1. Percent of adults ages 19-64 uninsured: Authors' analysis of 2013 and
2014 1-year American Community Survey (ACS) Public Use Micro Sample
(PUMS)(U.S. Census Bureau, ACS PUMS, 2013, 2014).

2. Percent of children ages 0-18 uninsured: Authors' analysis of 2013
and 2014 1-year American Community Survey (ACS) Public Use Micro
Sample (PUMS)(U.S. Census Bureau, ACS PUMS, 2013, 2014).

3. Percent of adults who went without care because of cost in the
past year: Authors' analysis of 2013 and 2014 Behavioral Risk Factor
Surveillance System (NCCDPHP, BRFSS 2013, 2014).

4. Percent of individuals under age 65 with high out-of-pocket medical
spending relative to their annual income: Out-of-pocket medical expenses
equaled 10 percent or more of income, or five percent or more of income

if low-income (under 200% of Federal Poverty Level), not including health
insurance premiums. C. Solis-Roman, Robert F. Wagner School of Public
Service, New York University, analysis of 2014 and 2015 Current Population
Survey, Annual Social and Economic Supplement (U.S. Census Bureau, CPS
ASES 2014, 2015).

5. At-risk adults without a routine doctor visit in past two years:
Percent of adults age 50 or older, or in fair or poor health, or ever told they
have diabetes or pre-diabetes, acute myocardial infarction, heart disease,
stroke, or asthma who did not visit a doctor for a routine checkup in the
past two years. Authors' analysis of 2013 and 2014 Behavioral Risk Factor
Surveillance System (NCCDPHP, BRFSS 2013, 2014).

6. Percent of adults without a dental visit in the past year: Percent
of adults who did not visit a dentist, or dental clinic within the past year.
Authors' analysis of 2012 and 2014 Behavioral Risk Factor Surveillance
System (NCCDPHP BRFSS 2012, 2014).

7. Percent of adults with a usual source of care: Percent of adults ages
18 and older who have one (or more) person they think of as their personal
healthcare provider. Authors' analysis of 2013 and 2014 Behavioral Risk
Factor Surveillance System (NCCDPHP BRFSS 2013, 2014).

8. Percent of adults age 50 and older received recommended screening
and preventive care: Percent of adults age 50 and older who have
received: sigmoidoscopy or colonoscopy in the last ten years or a fecal
occult blood test in the last two years; a mammogram in the last two years
(women only); a pap smear in the last three years (women only); and aflu
shot in the past year and a pneumonia vaccine ever (age 65 and older only).
Authors' analysis of 2012 and 2014 Behavioral Risk Factor Surveillance
System (NCCDPHP BRFSS 2012, 2014).

9. Percent of children with a medical home: Percent of children who

have a personal doctor or nurse, have a usual source for sick and well care,
receive family-centered care, have no problems getting needed referrals,
and receive effective care coordination when needed. For more information,
see www.childhealthdata.org. Authors' analysis of 2011/12 National Survey
of Children's Health (CAHMI, NSCH 2011/12).

10. Percent of children with a medical and dental preventive care visit in
the past year: Percent of children 0-17 with a preventive medical visit and,

if ages 1-17, a preventive dental visit in the past year. For more information,
see www.childhealthdata.org. Authors' analysis of 2011/12 National Survey
of Children's Health (CAHMI, NSCH 2011/12).

11. Percent of children with emotional, behavioral, or developmental
problems who received needed mental health care in the past
year: Percent of children ages 2-17 who had any kind of emotional,
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developmental, or behavioral problem that required treatment or
counseling and who received treatment from a mental health professional
(as defined) during the past 12 months. For more information, see www.
childhealthdata.org. Authors' analysis of 2011/12 National Survey of
Children's Health (CAHMI, NSCH 2011/12).

12. Percent of children ages 19-35 months who received all
recommended doses of seven key vaccines: Percent of children ages
19-35 months who received at least 4 doses of diphtheria, tetanus, and
accellular pertussis (DTaP/DT/DTP) vaccine; at least 3 doses of poliovirus
vaccine; at least 1 dose of measles-containing vaccine (including mumps-
rubella(MMR) vaccine); full series of Haemophilus influenza type b (Hib)
vaccine (3 or 4 doses depending on product type); at least 3 doses of
hepatitis B vaccine (HepB); at least 1 dose of varicella vaccine, and at least
4 doses of pneumococcal conjugate vaccine (PCV). Data from the 2012
and 2013 NNational Immunization Survey (NIS) Public Use Files and 2014
as published in the August 28, 2015 Morbidity and Mortality Weekly Report,
Vol.64 No.33 (NCHS, NIS 2013, 2014). (2012 and 2013 data used for
stratification by income and race/ethnicity for equity analysis.)

13. Percent of Medicare beneficiaries received at least one drug that
should be avoided in the elderly: Percent of Medicare beneficiaries age
65 and older received at least one drug from a list of 13 classes of high-risk
prescriptions that should be avoided by the elderly. Y Zhang and S.H. Baik,
University of Pittsburgh, analysis of 2011 and 2012 5% sample of Medicare
beneficiaries enrolled in stand-alone Medicare Part D plans.

14. Percent of Medicare beneficiaries with dementia, hip/pelvic fracture,
or chronic renal failure received prescription in an ambulatory care
setting that is contraindicated for that condition: Y Zhang and S.H. Baik,
University of Pittsburgh, analysis of 2011 and 2012 5% sample of Medicare
beneficiaries enrolled in stand-alone Medicare Part D plans.

15. Medicare fee-for-service patients whose health provider always
listens, explains, shows respect, and spends enough time with them:
Percent of Medicare fee-for-service patients who had a doctor's office or
clinic visit in the last 12 months whose health providers always listened
carefully, explained things clearly, respected what they had to say, and
spent enough time with them. Data from National Consumer Assessment
of Healthcare Providers and Systems (CAHPS) Benchmarking Database
(AHRQ, CAHPS n.d.), reported in National Healthcare Quality Report (AHRQ
2013).

16. Risk-adjusted 30-day mortality among Medicare patients
hospitalized for heart attack, heart failure or pneumonia: Risk-
standardized, all-cause 30-day mortality rates for Medicare patients age
65 and older hospitalized with a principal diagnosis of heart attack, heart
failure or pneumonia between July 2009 and June 2012 and July 2010 and
June 2013. All-cause mortality is defined as death from any cause within
30 days after the index admission, regardless of whether the patient dies
while still in the hospital or after discharge. Authors' analysis of Medicare
enrollment and claims data retrieved April 2015 from CMS Hospital
Compare (DHHS n.d.).

17. Percent of hospitalized patients who were given information about
what to do during their recovery at home: Authors' analysis of Hospital
Consumer Assessment of Healthcare Providers and Systems Survey data
(HCAHPS n.d.) retrieved April 2015 from CMS Hospital Compare (DHHS n.d.).

18. Percent of patients reported hospital staff always managed pain
well, responded when needed help to get to bathroom or pressed call
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appendix exhibit hi.scorecard indicator descriptions and sour ce not es (cont inu ed)

button, and explained medicines and side effects: Authors' analysis of
Hospital Consumer Assessment of Healthcare Providers and Systems
Survey data (HCAHPS n.d.) retrieved April 2015 from CMS Hospital
Compare (DHHS n.d.).

19. Home health patients who get better at walking or moving around:
Percent of all home health episodes in which a person improved at
walking or moving around compared to a prior assessment. Episodes for
which the patient, at start or resumption of care, was able to ambulate
independently are excluded. Authors' analysis of 2013 and 2014 Outcome
and Assessment Information Set (CMS, OASIS n.d.) as reported in CMS
Home Health Compare. Data retrieved April 2014 and April 2015 from CMS
Home Health Compare (DHHS n.d.).

20. Home health patients whose wounds improved or healed after

an operation: Percent of all home health episodes in which a person's
surgical wound is more fully healed compared to a prior assessment.
Episodes for which the patient, at start or resumption of care, did not have
any surgical wounds or had only a surgical wound that was unobservable
are excluded. Authors' analysis of 2013 and 2014 Outcome and
Assessment Information Set (CMS, OASIS n.d.) as reported in CMS Home
Health Compare. Data retrieved April 2014 and April 2015 from CMS Home
Health Compare (DHHS n.d.).

21. High-risk nursing home residents with pressure sores: Percent of
long-stay nursing home residents impaired in bed mobility or transfer,
comatose, or malnourished who have pressure sores (Stages 1-4) on
target assessment. Authors' analysis of 2013 and 2014 Minimum Data Set
(CMS, MDS n.d.) as reported in CMS Nursing Home Compare, 2013 and
2014 single quarter quality measure summary files. Data retrieved October
2015 from CMS Nursing Home Compare.

22. Long-stay nursing home residents with an antipsychotic
medication: The percent of long-stay nursing home residents that received
an antipsychotic medication, excluding residents with Schizophrenia,
Tourette's syndrome, and Huntington's disease. Authors' analysis of 2013
and 2014 Minimum Data Set (CMS, MDS n.d.) as reported in CMS Nursing
Home Compare, 2013 and 2014 single quarter quality measure summary
files. Data retrieved October 2015 from CMS Nursing Home Compare.

23. Hospital admissions for pediatric asthma, per 100,000 children
(ages 2-17): Excludes patients with cystic fibrosis or anomalies of the
respiratory system, and transfers from other institutions. Authors' analysis
of 2011 and 2012 Healthcare Cost and Utilization Project State Inpatient
Databases; not all states participate in HCUP Estimates for total U.S. are
from the Nationwide Inpatient Sample (AHRQ, HCUPT-SID 2011, 2012).
Reported in the National Healthcare Quality Report (AHRQ 2011, 2012).

24. Hospital admissions for ambulatory care-sensitive conditions, per
1,000 beneficiaries:

Medicare beneficiaries ages 65-74:
Medicare beneficiaries ages 75 and older:

Hospital admissions of fee-for-service Medicare beneficiaries age 65-74
and 75 and older for one of the following eight ambulatory care-sensitive
(ACS) conditions: long-term diabetes complications, lower extremity
amputation among patients with diabetes, asthma or chronic obstructive
pulmonary disease, hypertension, congestive heart failure, dehydration,
bacterial pneumonia, and urinary tract infection. Authors' analysis of
2007-2013 Chronic Conditions Warehouse (CCW) data, retrieved from the
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February 2015 CMS Geographic Variation Public Use File (CMS, Office of
Information Products and Analytics (OPIDA) 2015).

25. Medicare 30-day hospital readmissions, rate per 1,000
beneficiaries: All hospital admissions among Medicare beneficiaries age
65 and older that were readmitted within 30 days of an acute hospital

stay for any cause. A correction was made to account for likely transfers
between hospitals. Authors' analysis of 2007-2013 Chronic Conditions
Warehouse (CCW) data, retrieved from the February 2015 CMS Geographic
Variation Public Use File (CMS, Office of Information Products and
Analytics (OPIDA) 2015).

26. Percent of short-stay nursing home residents readmitted within

30 days of hospital discharge to the nursing home: Percent of newly
admitted nursing home residents (never been in a facility before) who are
re-hospitalized within 30 days of being discharged to nursing home. V.Mor,
Brown University, analysis of 2010 and 2012 Medicare enrollment data and
Medicare Provider and Analysis Review (CMS, MEDPAR 2010, 2012).

27. Percent of long-stay nursing home residents hospitalized within

a six-month period: Percent of long-stay residents (residing in a nursing
home for at least 90 consecutive days) who were ever hospitalized within
six months of baseline assessment. V.Mor, Brown University, analysis of
2010 and 2012 Medicare enroliment data, Medicare Provider and Analysis
Review File (CMS, MEDPAR 2010, 2012).

28. Home health patients also enrolled in Medicare with a hospital
admission: Percent of acute care hospitalization for home health episodes
that occurred in 2013 and 2014. Authors' analysis data from CMS Medicare
claims data retrieved April 2014 and April 2015 from CMS Home Health
Compare (DHHS n.d.).

29. Potentially avoidable emergency department visits among Medicare
beneficiaries, per 1,000 beneficiaries: Potentially avoidable emergency
department visits were those that, based on diagnoses recorded during

the visit and the health care service the patient received, were considered
to be either non-emergent (care was not needed within 12 hours), or
emergent (care needed within 12 hours) but that could have been treated
safely and effectively in a primary care setting. This definition excludes

any emergency department visit that resulted in an admission, as well as
emergency department visits where the level of care provided in the ED was
clinically indicated. J. Zheng, Harvard University, analysis of 2012 and 2013
Medicare Enrollment and Claims Data 20% sample, Chronic Conditions
Warehouse (CMS, CCW 2012, 2013), using the New York University Center
for Health and Public Service Research emergency department algorithm
developed by John Billings.

30. Total single premium per enrolled employee at private-sector
establishments that offer health insurance: Data from Medical
Expenditure Panel Survey-Insurance Component (AHRQ, MEPS-IC 2008,
2013, 2014).

31. Total Medicare (Parts A&B) reimbursements per enrollee: Total
Medicare fee-for-service reimbursements include payments for both Part
A and Part B but exclude Part D (prescription drug costs) and extra CMS
payments for graduate medical education and for treating low-income
patients. Reimbursements reflect only the age 65 and older Medicare fee-
for-service population. Authors' analysis of 2007-2013 Chronic Conditions
Warehouse (CCW) data, retrieved from the February 2015 CMS Geographic
Variation Public Use File (CMS, Office of Information Products and
Analytics (OPIDA) 2015).
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32. Mortality amenable to health care, deaths per 100,000 population:
Number of deaths before age 75 per 100,000 population that resulted from
causes considered at least partially treatable or preventable with timely
and appropriate medical care (see list), as described in Nolte and McKee
(Nolte and McKee, BMJ 2003). Authors' analysis of mortality data from
CDC restricted-use Multiple Cause-of-Death file and U.S. Census Bureau
population data, 2004-2013 (NCHS, MCD n.d.).

Causes of death Age
Intestinal infeCtioNS.........covvveiiii e 0-14
TUDEBICUIOSIS. ... 0-74

WhOoOoPING COUGN....iiiii e 0-14
MEASIES. ...t 1-14
Malignant neoplasm of colon and rectum.............cccccovvnieennnn 0-74
Malignant neoplasm of SKin..........ccccoovviiiiiii, 0-74
Malignant neoplasm of breast.............ccccooiiiiiii 0-74
Malignant neoplasm of cervix Uteri...........ccoovvieiiiiiiniinennn, 0-74
Malignant neoplasm of cervix uteriandbody of uterus................ 0-44
Malignant neoplasm of testis..........coovvviiieiiiiiii 0-74
HOAGKIN'S diSEASE. ... uvevieeieiiiiiiiiei e 0-74
LeUKeMIA. ... e 0-44
Diseases of the thyroid...........ccooiiiii, 0-74
Diabetes Mellitus.........coovviiiiiiiii 0-49
EDIEPSY. e 0-74
Chronic rheumatic heart disease............cccooveiiiiiiiiicin, 0-74
Hypertensive diSEase ...........ccovvviiriiiiiiiiiieiicece 0-74
Cerebrovascular diSEase. ..........coovuvveriiiieeriiiieiiiee e, 0-74

All respiratory diseases (excluding pneumoniaand influenza)...... 1-14

INFIUBNZA. ..o 0-74
PReumMONIa. ... ..eeiiieii e 0-74
PeptiC UICEI. ... e 0-74
APPENAICIIS. ..vvvvvviiiiiiiiiiiieeeee 0-74
Abdominal NEMIA.........ceeiiiiiiiiiiee e 0-74
Cholelithiasis and cholecystitis.............cccovvieiiiiiiiiii, 0-74
Nephritis and nephrosis...........c.cccceoeii s 0-74
Benign prostatic hyperplasia............ccccoooiiiiiiiiiiis 0-74
Maternal death..........ccoooiiii Al

Congenital cardiovascular anomalies...........ccccovvveiriiniennnnn. 0-74
Perinatal deaths, all causes, excluding stillbirths...................... Al

Misadventures to patients during surgical andmedical care...... All

Ischaemic heart disease: 50% of mortalityrates included............ 0-74
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33. Years of potential life lost before age 75: Robert Wood Johnson
Foundation analysis of National Vital Statistics System Mortality Data,
2012 and 2013, using the Centers for Disease Control and Prevention
(CDC) National Center for Injury Prevention and Control Web-based Injury
Statistics Query and Reporting System (WISQARS). Retrieved September
2015 from Robert Wood Johnson Foundation National DataHub. (NVSS
2012 and 2013).

34. Breast cancer deaths per 100,000 female population: Authors'
analysis of NVSS-Mortality Data, 2012 and 2013 (NCHS, NVSS n.d.),
retrieved using the CDC Wide-ranging OnLine Data for Epidemiologic
Research (WONDER) (NVSS 2012 and 2013).

35. Colorectal cancer deaths per 100,000 population: Authors' analysis
of NVSS-Mortality Data, 2012 and 2013 (NCHS, NVSS n.d.), retrieved using
the CDC Wide-ranging OnLine Data for Epidemiologic Research (WONDER)
(NVSS 2012 and 2013).

36. Suicide deaths per 100,000 population: Authors' analysis of NVSS-
Mortality Data 2012 and 2013 (NCHS NVSS), retrieved using the CDC Wide-
ranging OnLine Data for Epidemiologic Research (WONDER) (NVSS 2012
and 2013).

37. Infant mortality, deaths per 1,000 live births: Authors' analysis of
National Vital Statistics System-Linked Birth and Infant Death Data, 2012
and 2013 (NCHS, NVSS), retrieved using the CDC Wide-ranging OnLine Data
for Epidemiologic Research (WONDER) (NVSS 2012 and 2013).

38. Percent of adults ages 18-64 report being in fair or poor health, or
who have activity limitations because of physical, mental, or emotional
problems: Authors' analysis of 2013 and 2014 Behavioral Risk Factor
Surveillance System (NCCDPHP, BRFSS 2013, 2014).

39. Percent of adults who smoke: Percent of adults age 18 and older who
ever smoked 100+ cigarettes (five packs) and currently smoke every day
or some days. Authors' analysis of 2013 and 2014 Behavioral Risk Factor
Surveillance System (NCCDPHP, BRFSS 2013, 2014).

40. Percent of adults ages 18-64 who are obese (Body Mass Index
[BMI] a 30): Authors' analysis of 2013 and 2014 Behavioral Risk Factor
Surveillance System (NCCDPHP, BRFSS 2013, 2014).

41. Children (ages 10-17) who are overweight or obese (Body Mass
Index [BMI] a 85thpercentile): Overweight is defined as an age- and
gender-specific body mass index (BMI-forage) between the 85th and 94th
percentile of the CDC growth charts. Obese is defined as a BMI-for-age at
or above the 95th percentile. BMI was calculated based on parent-reported
height and weight. For more information, see www.nschdata.org. Data
from the National Survey of Children's Health, assembled by the Child and
Adolescent Health Measurement Initiative (CAHMI, NCHS 2011/2012).

42. Percent of adults ages 18-64 who have lost 6 or more teeth due
to tooth decay, infection, or gum disease: Authors' analysis of 2012
and 2014 Behavioral Risk Factor Surveillance System (NCCDPHP, BRFSS
2012, 2014).
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Consumer Cost-Sharing in Marketplace vs.
Employer Health Insurance Plans, 2015

Jon Gabel, Heidi Whitmore, Matthew Green, Sam Stromberg,
and Rebecca Oran

Abstract Using data from 49 states and Washington, D.C., we analyzed changes in cost-
sharing under health plans offered to individuals and families through state and federal
exchanges from 2014 to 2015. We examined eight vehicles for cost-sharing, including
deductibles, copayments, coinsurance, and out-of-pocket limits, and compared findings
with cost-sharing under employer-based insurance. We found cost-sharing under market-
place plans remained essentially unchanged from 2014 to 2015. Stable premiums during
that period do not reflect greater costs borne by enrollees. Further, 56 percent of enroll-
ees in marketplace plans attained cost-sharing reductions in 2015. However, for people
without cost-sharing reductions, average copayments, deductibles, and out-of-pocket limits
under catastrophic, bronze, and silver plans are considerably higher than under employer-
based plans on average, while cost-sharing under gold plans is similar employer-based plans
on average. Marketplace plans are far more likely than employer-based plans to require

enrollees to meet deductibles before they receive coverage for prescription drugs.

BACKGROUND

Cost-sharing has been at the center of health care policy debates for more than
45 years. Proponents of cost-sharing maintain that people with health insur-
ance are subject to “moral hazard”: they overuse services because out-of-pocket
expenses are low. Opponents of substantial cost-sharing maintain that it is a tax
on sick people, and that it amounts to rationing by income class. Opponents
of significant cost-sharing also contend that high deductibles are a blunt instru-
ment, reducing the use of both cost-effective and cost-ineffective services.

In the 1970s and 1980s, the RAND Corp. conducted perhaps the larg-
est study to date in health economics and health services research. One overview
ofthat study found that when deductibles apply to physician services and pre-
scription drugs, use of these services declines substantially.1

In December 2014, we reported that average premiums for health

insurance plans for individuals and families obtained through state and federal
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marketplaces had not changed from 2014 to 2015.2A common response to this finding was the ques-
tion: “Did this mean that insurers increased patient cost-sharing by imposing higher deductibles and
copayments?”’

To answer that question, we used data from 49 states and Washington, D.C., to analyze
changes in cost-sharing under marketplace plans in all metal tiers from 2014 to 2015. We also com-
pared cost-sharing in those tiers with employer-based insurance, because employers have used high-
deductible plans as a major cost-control strategy since 2004.

As ofJune 30, 2015, 68 percent of individuals and families that obtained health insur-
ance through state and federal exchanges had enrolled in silver plans, while 21 percent had enrolled
in bronze plans. Some 56 percent ofindividuals and families enrolled through these market-
places—47.37 percent in states with their own exchange, and 59.29 percent in states that rely on the
federal exchange—receive reductions in the cost-sharing they would normally have to pay.3

At the time of the passage of the ACA, the median “actuarial value” (i.e., the percent of costs
covered on average by a health plan) for an employer-based plan was 83 percent and for an individual
plan 59 percent. Restated, the typical employer plan was a gold plan and the actuarial value for a typi-
cal individual plan would not qualify to be sold on the exchange.4

Households earning 100 percent to 250 percent ofthe federal poverty level that purchase sil-
ver plans are eligible for cost-sharing reductions. For example, households earning 100 percent to 200
percent ofthe federal poverty level with silver plans are eligible for deductibles, copayments, coinsur-
ance, and out-of-pocket limits equivalent to the cost-sharing available to households that enroll in
platinum or gold plans. Households earning 200 percent to 250 percent of the federal poverty level
with silver plans face slightly higher
cost-sharing—equivalent to plans

Exhibit 1

with an actuarial value of 73 percent.5 Percentage of Marketplace Enrollment

Individuals and families earning more by Metal Tier, June 2015
than 250 percent ofthe federal poverty
level do not qualify for subsidies that Platinum

. . 3% Catastrophic
reduce their cost-sharing. Gold i 1%

For background purposes %

Exhibit 1 shows enrollment by metal

tier on June 30, 2015. Silver plans

account for 68 percent of enrollment

and bronze plans account for 21 per-

cent. Data in this issue briefare for peo-

ple with individual marketplace cover-

age who do not qualify for cost-sharing

reduction subsidies (i.e., they earn

more than 250 percent of the federal

poverty level).
Source: U.S. Department of Health and Human Services,
June 30,2015 Effectuated Enrollment Snapshot,

https://www.cms.gov/Newsroom /Media ReleaseDatabase/
Fact-sheets/2015-Fact-sheets-items/2015-09-08.htm|.
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FINDINGS

Trends in Cost-Sharing
O feight types of cost-sharing under marketplace plans we examined, only two increased significantly
from 2014 to 2015 (Exhibit 2). Out-of-pocket limits rose by nearly 2 percent, while copayments for

nonpreferred drugs rose by nearly 3 percent.6 Deductibles remained statistically unchanged.

Exhibit 2

Average Change in Cost-Sharing Under Marketplace Plans, 2014-2015

Out-of-pocket limit*

Copayment, specialty drug
Copayment, nonpreferred drug*
Copayment, preferred-brand drug
Copayment, generic drug*
Copayment, specialty physician
Copayment, primary care visit*

General deductible

-6% -4% -2% 0% 2% 4%

*Significant at p<.05.

Sources: Qualified health plan landscape files for federally facilitated marketplace, Nov.2014;state insurance websites and

marketplace websites.

Four types of cost-sharing actually fell from 2014 to 2015, two of which were statistically sig-
nificant. Copayments for generic drugs declined by about 2 percent, and copayments for primary care
visits fell by nearly 5 percent. We conclude that stable prices for nonemployer health insurance plans

obtained through the state and federal exchanges do not reflect greater cost-sharing by enrollees.

Deductibles
Actuaries often regard the presence and size ofdeductibles as the most important determinant ofthe
share ofhealth care expenses borne by enrollees versus their insurance plan. In 2015, the share of
plans with general deductibles varied from 100 percent for catastrophic plans, to 97.5 percent for sil-
ver plans, to 58.5 percent for platinum plans (Exhibit 3). Under employer-based coverage, 80 percent
of insured workers and their dependents face a general deductible.7

Among marketplace plans with deductibles, catastrophic plans averaged $6,577, silver plans
$2,951, and platinum plans $574. For employer-based coverage, the average deductible in 2014 was
$1,217—the equivalent ofa gold plan obtained through a marketplace (Exhibit 4).

Although deductibles remained unchanged, on average, from 2014 to 2015, they dropped
for gold and platinum plans by 7 and 14 percent, respectively, but rose slightly for plans under the
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Exhibit 3

Percentage of Plans with General Deductible for Marketplace and
Employer-Based Plans

100%

100%
90%

80%
70%
60%
50%
40%
30%
20%

10%

Catastrophic Bronze Silver Gold Platinum Employer-based

Sources: Qualified health plan landscape files for federally facilitated marketplace, Nov.2014;state insurance websites and
marketplace websites.

Exhibit 4

Average General Deductible for Marketplace and Employer-Based Plans
(for plans with deductibles)

$7,000

Sources: Qualified health plan landscape files for federally facilitated marketplace, Nov.2014;state insurance websites and
marketplace websites.

lower-cost tiers: 4 percent for catastrophic plans, and 2 percent for bronze and silver plans. Insurers
seem to have viewed purchasers of lower-cost plans as seeking low premiums, and purchasers of
higher-cost plans as seeking low cost-sharing.

The share of enrollees who must meet a deductible before their plan pays for primary care
office visits ranges from 48 percent for catastrophic plans, to 26 percent for silver plans, to 15 percent
for platinum plans. Under employer-based coverage, some 29 percent of employees and dependents

must meet a deductible before their plan pays for primary care visits8 (Exhibit 5).
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Exhibit 5

Percentage of Plans Where the Beneficiary Must Meet a Deductible for
Primary Care Reimbursement and for Prescription Drug Reimbursement

100%

90% 97 %

80%

70%

60%

50%

40% 48%

30%

20%

10%

0%
PCP visit  Drugs PCP visit Drugs PCP visit Drugs PCP visit Drugs PCP visit  Drugs
Catastrophic Silver Gold Platinum Employer-based

Sources: Qualified health plan landscape files for federally facilitated marketplace, Nov.2014;state insurance websites and
marketplace websites.

The share ofplans requiring enrollees to meet a deductible before prescription drug coverage
begins ranges from 97 percent for catastrophic plans, to 52 percent for silver plans, to 17 percent for
platinum plans. For employer-based plans, this figure is 11 percent9 (Exhibit 5).

O fcourse, these figures vary from state to state. The states with the highest share ofplans
under which enrollees must meet a deductible before insurers pay for primary care visits include
Maryland (100 percent ofplans) Vermont (80 percent), Minnesota (63 percent), and Utah (61
percent). States with the lowest share of plans under which enrollees must meet a deductible before
insurers pay for primary care visits are New Mexico (17 percent), Oklahoma and Kansas (22 percent),
and Arkansas (26 percent).

For prescription drugs, states with the highest share of plans under which enrollees must
meet a deductible are Maryland and Montana (100 percent), Arkansas (90 percent), and North
Dakota and New Hampshire (88 percent). States with the lowest share of plans under which enrollees
must meet a deductible are Hawaii (14 percent), Nevada (39 percent), and Rhode Island and West
Virginia (40 percent).

Copayments and Coinsurance for Office Visits

Copayments require patients to pay a fixed fee such as $25 per visit regardless ofthe costs incurred
related to that visit. Coinsurance obligates patients to pay a share of the cost—commonly 20 percent
under employer-based coverage.

Coinsurance requires patients to assume greater financial risk for the cost of care, but pro-
vides greater incentive for them to monitor that cost. Under employer-based coverage, growing reli-
ance on high-deductible health plans with options for tax-preferred savings to pay out-of-pocket
medical expenses, and declining HM O enrollment, have spurred a slight increase in the use of
coinsurance. 10

Copayments are the major vehicle for cost-sharing for primary care and specialist office visits

under marketplace plans. Enrollees in these plans contribute copayments nearly four times as often
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as they pay coinsurance when visiting primary care clinicians, and three times as often when visit-
ing specialists. The average copayment for primary care visits ranges from $39 under bronze plans
to about $17 under platinum plans. The average copayment for such visits under all marketplace

plans—28.64—is more than the average under employer-based plans ($24) (Exhibit 6).

Exhibit 6. Share of Plans Using Copayments and Coinsurance for Primary Care and
Specialty Care, and Average Copayment and Coinsurance by Plan Tier, 2015

mark’:;'lclplace Employer-
Catastrophic ~ Bronze Silver Gold Platinum plans based
Primary care visit
Use copayment 52.3% 38.7% 75.1% 82.5% 94.5% 66.4% 73%
Use coinsurance 0.4% 34.9% 15.3% 12.6% 3.3% 18.6% 18%
Average copayment $34.83 $39.05 $30.39 $23.16 $17.24 $28.64 $24
Specialist care visit
Use copayment 1.1% 31.9% 71.8% 81.2% 95.0% 60.0% 72%
Use coinsurance 1.6% 39.7% 18.3% 14.9% 34% 21.6% 71%
Average copayment $63.69 $66.47 $57.66 $45.23 $31.24 $52.15 $36

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and
state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry J. Kaiser Family Foundation, Sept. 2014).

Copayments for visits to specialty clinicians are higher, averaging $52, and range from $66
for bronze plans to $31 per visit for platinum plans. The average copayment for these visits is sub-

stantially higher than the $36 average under employer-based coverage (Exhibit 6).

Out-of-Pocket Limits

Out-of-pocket limits protect consumers from incurring catastrophic bills. From 2014 to 2015, out-
of-pocket limits for marketplace plans declined by 1.7 percent (Exhibit 7). For households earning
250 percent or more ofthe federal poverty level, the Department of Health and Human Services
raised out-of-pocket limits about 3.2 percent during that period.1l Platinum plans saw the largest
increase—4.3 percent—while catastrophic plans had the sharpest decline: —3.6 percent. In contrast,
out-of-pocket limits increased on average in employer plans by 4.6 percent.

The out-of-pocket limit for all marketplace plans averaged $5,519 in 2015, and ranged
from $6,581 for catastrophic plans to $5,866 for silver plans to $2,347 for platinum plans. Under
employer-based coverage, the out-of-pocket limit averaged $3,409 (Exhibit 8).

Catastrophic plans have different cost-sharing provisions from those of other metal tiers.
Under most catastrophic plans, the deductible and the out-of-pocket limit are the same dollar figure.

When enrollees exceed this threshold amount, they do not pay for additional services.
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Exhibit 7. Average Out-of-Pocket Limit by Plan Tier and Percentage Change, 2014-2015

Employer-
Category Catastrophic Bronze Silver Gold Platinum All plans based
2014 $6351.25 $6272.15 $5869.40 $4538.16 $2452.00 $5428.68 $3260*
2015 $6580.92 $6375.80 $5865.84 $4634.20 $2346.52 $5519.10 $3409
Percent -3.6% 1.7% 0.1% -2.1% 43% -1.7% 46%
change

* Authors estimate from Kaiser Family Foundation, Employer Health Benefits: 2014 Annual Survey (Menlo Park, Calif.: Henry J.
Kaiser Family Foundation, Sept. 2014).

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and
state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry J. Kaiser Family Foundation, Sept. 2014).

Exhibit 8

Average Out-of-Pocket Limit and Percentage Change, 2014-2015

$7,000
$6,000
$5,000
$4,000
$3,000
$2,000 $2,452 $2,346
$1,000

$0
2014 2015 2014 2015 2014 2015 2014 2015 2014 2015 2014 2015

Catastrophic Bronze Silver Gold Platinum Employer-based*

*Authors’ calculation.

Sources: Qualified health plan landscape files for federally facilitated marketplace, Nov.2014;state insurance websites and marketplace

websites.

Copayments and Coinsurance for Prescription Drugs
Copayments are the dominant form of cost-sharing for generic drugs, used by 69 percent of plans
(Exhibit 9). For more expensive drugs, the use of copayments declines and the use of coinsurance
increases. Some 62 percent of plans require copayments for preferred-brand drugs, 44 percent require
them for nonpreferred drugs, and 14 percent require them for specialty drugs.12 Comparable figures
for employer-based plans are 85 percent for generics, 77 percent for preferred drugs, 73 percent for
nonpreferred drugs, and 39 percent for specialty drugs.

Higher-tier marketplace plans require copayments more often than coinsurance. Some
53 percent of bronze plans, 78 percent of silver plans, 83 percent of gold plans, and 95 percent of
platinum plans require copayments for generic drugs, while the share ofhigher-tier plans using coin-
surance declines. The average copayment increases for more expensive drugs, rising from $13 for
generics, to $44 for preferred-brand drugs, to $79 for nonpreferred drugs, to $142 for specialty drugs
(Exhibit 10).
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Exhibit 9. Share of Plans Using Copayments and Coinsurance for Generic, Preferred,

Nonpreferred, and Specialty Drugs, 2015

Category

Copayments,
generic drugs

Coinsurance,
generic drugs

Copayments,
preferred-
brand drugs

Coinsurance,
preferred-
brand drugs

Copayments,
nonpreferred
drugs

Coinsurance,
nonpreferred
drugs

Copayments,
specialty drugs

Coinsurance,

Catastrophic

0.2%

1.78%

1.8%

1.45%

2.8%

Bronze

53.0%

25.3%

36.4%

36.4%

27.0%

46.5%

3.8%

68.9%

Silver

78.1%

9.3%

74.0%

18. 9%

46.9%

41.7%

17.2%

70.1%

Gold

82.5%

5.5%

82.1%

14.7%

61.4%

34.6%

20.3%

74.2%

Platinum

94.6%

2.4%

96.5%

3.1%

79.9%

19.5%

29.2%

68.2%

All plans

68.5%

12.1%

62.4%

20.8%

44.2%

37.6%

14.0%

66.8%

Employer-

based

(2014)

85%

11%

771%

72%

73%

25%

39%

49%

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and

state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry J. Kaiser Family Foundation, Sept. 2014).

Exhibit 10. Average Copayment for Generic, Preferred, Nonpreferred, and Specialty Drugs, 2015

Employer-

based
Category Catastrophic ~ Bronze Silver Gold Platinum All plans (2014)
Average copayment, $13.95 $1903  $1298  $11.00  $7.43 $13.22 $11
generic drugs
Average copayment,
preferred-brand drugs $60.59 $47.55 $37.07 $25.42 $44.11 $31
Average copayment,
nonpreferred drugs - $102.34 $83.72 $72.61 $46.96 $78.66 $53
Average copayment, - $14972  $163.09 $12699  $107.25 $141.72 $83

specialty drugs

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and
state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry J. Kaiser Family Foundation, Sept. 2014).
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As one would expect, the average copayment usually drops as the actuarial value of the tiers
increases. For example, the average copayment for generic drugs is $19 for bronze plans, $13 for silver
plans, $11 for gold plans, and $7 for platinum plans. Copayments under employer-based plans are

considerably lower than under marketplace plans for all formulary tiers except generics.

OVERALL FINDINGS AND DISCUSSION

Our analysis shows that stable premiums from 2014 to 2015 do not reflect more cost-sharing.
Overall, cost-sharing is greater under catastrophic, bronze, and silver plans than under employer-
based coverage, while cost-sharing under the typical gold plan is roughly equivalent to that under
employer-based coverage.

Silver plans—which account for 68 percent of marketplace enrollment—have daunting
deductibles and out-of-pocket limits: $2,951 and $5,866, respectively. However, the majority of
enrollees in silver plans qualify for and are enrolled in coverage with reduced cost-sharing.

For prescription drugs, marketplace plans lack the financial protection provided by employer-
based plans. Some 91 percent of bronze plans, 52 percent of'silver plans, and 37 percent of gold plans
require enrollees to meet a deductible before receiving coverage for prescription drugs, compared with
only 11 percent of enrollees with employer-based coverage. Out-of-pocket limits are also notably
higher under marketplace plans than under employer-based plans. However, a majority of enrollees in
marketplace plans— 56 percent—obtain reduced cost-sharing.

States with their own health insurance exchanges—which account for 27.5 percent of all
enrollees in marketplace plans—usually have lower shares of enrollees with reduced cost-sharing than
states that rely on the federal exchange. Most of the former have expanded Medicaid, while most of
the latter have not. States with their own exchanges also tend to have higher per capita income than
states that rely on the federal exchange. The result is that a much greater share of insured residents
in the federal marketplace states who earn 100 percent to 138 percent of the federal poverty level are
enrolled in marketplace plans rather than Medicaid.

Low-income households—those earning 100 percent to 250 percent of the federal poverty
level—rate their coverage more highly than moderate-income households: those earning more than
250 percent of the federal poverty level. Some 70 percent of low-income households rate their cover-
age as “excellent,” very good,” or “good,” while 20 percent rate it “poor” or “fair.” Comparable figures
for moderate-income households are 64 and 27 percent, respectively.13 Reduced cost-sharing for low-

income households may be a major factor in this disparity.

ABOUT THIS STUDY

We analyzed data on 2,964 plans offered in 2014 and 4,153 offered in 2015 in 49 states and
Washington, D.C. Data on plans in states that rely on the federal exchange are from Qualified
Health Plan Landscape Files maintained by the Centers for Medicare and Medicaid Services.
Data from states with their own exchanges are from marketplace websites maintained by
state departments of insurance.

Within each state, we downloaded data from all carriers and plans within three “rating
areas," which all insurers must use to set their rates: one urban, one suburban, and one rural.
Weights reflect the probability that we would have selected the rating area from among the
sample, as well as the population of the rating area. We designated statistical significance
when p<.05.
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Recommendations

1. Advance new and innovative approaches to health
insurance coverage by convening governors and the
secretaries of Health and Human Services and Treasury
to seek agreement on a reasonable interpretation of
‘guardrails” for Section 1332 State Innovation Waivers.
The secretaries should issue guidance based on
those convenings.

2. Define the guardrail requiring federal deficit neutrality to
permit the requirement to be applied across programs
waived (i.e., tax-credits and Medicaid), to demonstrate
neutrality over the entire term of the waiver, and require
strong standards to assure federal deficit neutrality.

3. Improve consumer choice and competition in insurance
markets by implementing federal law permitting states to
form interstate compacts to sell insurance across state lines
(Section 1333 of the Affordable Care Act).

4. Assure access to affordable coverage for spouses and
children by fixing the so-called “family glitch” and fully
offsetting the cost at the federal level.



The Affordable Care Act (ACA) has been the subject of controversy
since its enactment in March 2010. Over the past six years, the
ACA has faced legal challenges, problems with its first open-
enroliment period, votes to repeal or defund the law in whole or

in part, and opposition by many state legislatures and governors.
Further, polls continue to show deep divisions in public opinion

on the law.i

Despite the controversy, an additional 13.2 million individuals
have enrolled in Medicaid and the Children’s Health Insurance
Program (CHIP).1Some of the new enrollment is the result of
states expanding coverage to “newly eligible” individuals;
however, many were previously eligible but not enrolled.2 Further,
an estimated 8.3 million individuals purchasing health insurance
coverage through state and federal health insurance exchanges
received federal financial assistance in the form of tax credits

or cost-sharing assistance.3

Although dozens of bipartisan changes to the ACA have been
enacted since the ACA was signed into law,4 most have been
clarifying amendments, or changes designed to provide offsets
for other legislation, such as extensions of expiring Medicare
provisions.5Some changes have been more substantive. For
example, in 2011, Congress passed legislation and the president
signed into law, a repeal of business reporting requirements

to the Internal Revenue Service (IRS).6In October 2015, a law
was enacted to block implementation of a provision combining
small- and mid-sized employers into a single insurance market.7
Business and insurance industry experts estimated the combining
of these two employers would have resulted in insurance premium
increases for both groups of employers.8 The prospects for repeal
or major modifications to the law are slim before a new president
and Congress take office in January 2017. There remain in addition,
however, important opportunities to influence policymaking at the
agencies and to focus on the states as a frontier for innovation
and reforms in health care.

i RWJF Tracking of the ACA, September 2015: 45 percent unfavorable, 41
percent favorable. Question: “As you may know, a health reform bill was
signed into law in 2010. Given what you know about the health reform law,
do you have a generally favorable or generally unfavorable opinion of it?”



Opportunitiesfor State Flexibility using

State Innovation Waivers

The Bipartisan Policy Center’s (BPC) health leaders agree on
several principles, including the importance of: (1) expanding
coverage to the uninsured; (2) reducing health care costs; and (3)
improving the quality of health care delivery. Achieving these goals
will require changes in the law. Given the ongoing discord, BPC's
leaders encourage dialogue among federal and state policymakers
to identify opportunities to maintain and expand coverage, simplify
administration, and provide increased choice to families and

individuals through increased state flexibility.

Significant opportunities (and limitations) to advance this dialogue
lie with the ACA itself. Section 1332 of the ACA, based on a
provision in bipartisan legislation offered by Senators Ron Wyden
(D-OR) and Bob Bennett (R-UT),9 permits states to test alternative
means of providing coverage while upholding the principles of

expanding coverage, reducing costs, and improving quality

of care.

This paper outlines Section 1332 of the ACA, including its
opportunities and limitations. This paper also discusses the
potential of 1332 and its interactions with Section 1115 of the
Social Security Act (SSA), a wavier authority that allows states
to expand Medicaid coverage with certain restrictions, and
Section 1115A, which offers opportunities for delivery system
reform. This paper describes BPC leaders’ recommendations on
the implementation of Section 1332 and other provisions of the
ACA that are designed to make health insurance more affordable
and to improve consumer choice in health plans, such as the
implementation of laws permitting interstate compacts to improve
choice in health insurance plans and fixing the “family glitch.”
These proposals are outlined in the following pages.



Overview o f State Innovation Waivers
(Section 1332)

Beginning in 2017, states will have the opportunity to test their health care delivery systems, the statute also requires that a
alternative health insurance coverage models through State state’s suggested reforms meet certain requirements or guardrails,
Innovation Waivers, authorized under Section 1332 of the ACA. which include:

Section 1332 gives states the opportunity to redesign health . , .
, - . . * Providing coverage that is at least as comprehensive as the
care delivery by permitting states to request waivers of certain . .
o . Essential Health Benefits package;
provisions of law related to the structure of health insurance

markets. These waivers must adhere to four constraints, or * Providing coverage and cost-sharing protections that are at least
‘guardrails,” required by the law. Section 1332 was included in the as affordable as under current law;

Senate Finance Committee chairman’s mark, which was considered o
. . o * Providing coverage to at least a comparable number of
and reported by the Finance Committee. Citing his home state of .
. . o residents; and
Oregon, Senator Wyden indicated that innovation in health care

typically comes from the states, and the provision was designed to Not increasing the federal deficit. f

encourage and support that innovation.? , ,
The secretaries of Health and Human Services (HHS) and Treasury

Although the waiver offers states broad discretion in reforming released a final rule governing the application process under



Section 1332 on February 27, 2012; however, the rule did not
address how the guardrails would be interpreted.

States may submit applications for waiver authority provided

under Section 1332 along with waivers available under Medicare,
Medicaid, and CHIP, and any other federal law providing health care
items or services.BAlthough waivers may be combined, Section
1332 does not change existing waiver authorities. For example,
should a state choose to submit a single application combining a
Section 1332 waiver with a Medicaid waiver using authority under
Section 1115 of the Social Security Act, existing requirements under
Section 1115 would apply.

Under the law, states would have access to the same amount of
revenue that would otherwise have been available to residents of
the state in the form of small-business tax credits, premium tax
credits, and cost-sharing assistance. Each year, the HHS secretary
would determine the aggregate amount of those subsidies, and
those amounts would be available to the state. #

According to some policy analysts, Section 1332 has the potential
to be a significant and unpredictable game-changer of federal

and state health care policy, a “super waiver” for states to explore
new frontiers.® Section 1332 offers an enormous amount of
technical and political opportunity to bridge the divide over major
provisions of the ACA.16However, other analysts argue that
Section 1332 is not broad enough, that the states will need to
enact more substantial changes than the waiver permits, and
that it does not allow states to waive some of the ACA’s more
costly requirements.

In recent months, a number of states have begun considering
options under the law. Among the ideas are ways to increase
enrollment to promote sustainability in the individual insurance
market, streamlining the operations of state-based insurance
marketplaces, and considering how to mitigate the impact

of premium and cost-sharing requirements for lower-

income populations. B

When combined with other waiver authorities, states could have
significant flexibility to test new ways to provide access to quality
health care to their residents. Whether Section 1332 provides
sufficient flexibility or is too restrictive remains to be seen and will
depend on how the guardrails are interpreted by federal agencies.
Implementation of Section 1332 will require an open dialogue
between states and the federal government, a willingness to
consider new ideas, and leadership at both the state and federal

levels.

Provisions Subjectto State
Innovation W aiver

Section 1332 permits waiver of the following provisions:
1. Qualified Health Plan (QHP) Requirements 9

QHPs must meet certain requirements to be offered through the
state or federal health insurance exchange (now marketplace).
Under current law, QHPs must:

+ Be certified or recognized by each exchange through which
the plan is offered;

+ Provide essential health benefits;

+ Be offered by an insurer licensed in each state in which the
plan is offered;

* Must be offered at the silver level and the gold level in each
exchange the QHP issuer offers coverage;

+ Charge the same premium rate whether offered through the
exchange or outside the exchange.2

2. Essential Health Benefits (EHB)

Non-grandfathered plans in the individual and small-group markets
both inside and outside of the marketplaces must include the ten
statutorily defined EHB, which include:

* Ambulatory patient services;



* Emergency services;
* Hospitalization;
* Maternity and newborn care;

* Mental health and substance-use disorder services, including
behavioral health treatment;

* Prescription drugs;
« Rehabilitative and habilitative services and devices;
* Laboratory services;

+ Preventive and wellness services and chronic disease

management; and
+ Pediatric services, including oral and vision care.2!

In defining the benefits, the HHS secretary must meet a series

of requirements relating to the scope of benefits, balance among
categories of benefits, non-discrimination provisions, and other
requirements.2 In addition, the law sets requirements relating to
annual limits on cost-sharing and on deductibles for employer-
sponsored plans, establishes levels of benefits (i.e., bronze, silver,
gold, and platinum), and permits the purchase of catastrophic
health insurance plans for certain populations.

Under federal regulation, states may define EHB by choosing one
of the following four types of health plans (at least through plan
year 2017):

* The largest plan by enrollment in any of the three largest small-

group insurance products in the state’s small-group market;

* Any of the largest three state employee health benefit plans by

enrollment;

* Any of the largest three national Federal Employees Health
Benefits Program plan options by enrollment; or

* The largest insured commercial non-Medicaid Health

Maintenance Organization operating in the state.4

3.

Rules Governing Health Insurance Exchanges

The ACA sets forth criteria for the establishment of health
insurance exchanges and related exchange functions. The HHS

secretary established criteria for certification of health plans as
QHPs such as:

4,

Meet marketing requirements;
Ensure a sufficient choice of providers;

Include within plan networks essential community providers
that serve predominately low-income medically underserved
individuals;

Meet quality and data requirements, including those regarding
pediatric quality;

Be accredited by the secretary;
Use standard enrollment forms;
Use standard format for health plan options; and

Provide information to enrollees and prospective enrollees and
the exchange on certain quality measures.5

Reduced Cost-Sharing for Individuals Enrolling in QHPs%

QHPs must reduce cost-sharing for lower-income individuals

enrolled in a silver-level qualified health plan by reducing

out-of-pocket spending limits and by decreasing the cost-

sharing amounts.

For eligible individuals with incomes between 100 and 250 percent

of poverty, the out-of-pocket cost-sharing limit for in-network

coverage of EHB is reduced as follows:

100-200 percent of FPL: 2/3 reduction
201-250 percent of FPL: 1/5 reduction

251 percent of FPL and above: No reductionZ



Plans must also increase the actuarial value of plans for certain

populations adjusted by family size:

* 94 percent for individuals with incomes from 100-150 percent

of FPL;

+ 87 percent for individuals with incomes from 151-200 percent

of FPL; and

+ 73 percent for individuals with incomes from 201-250 percent

of FPL.
5. Premium Tax Credits®8

Premium tax credits are available to taxpayers (1) with
household incomes between 100 percent and 400 percent of
the FPL ($11,670—$46,680 for an individual in 2015); (2) who

may not be claimed as a dependent by another taxpayer; (3) who

purchase coverage through the marketplace; and (4) who are
unable to get affordable coverage through employment or
through government programs.®

The premium tax credit is calculated using the amount the
individual should be able to pay for the premium of the second-
lowest priced silver plan available to each member of the
household (the “benchmark plan”). The expected contribution,
adjusted annually after 2014, is calculated as a percentage of
the individual's household income as follows for taxable years
starting in 2015:

* Less than 133 percent of FPL: 2.01 percent

* Atleast 133 but less than 150 percent of FPL:
3.02- 4.02 percent

* Atleast 150 but less than 200 percent of FPL:
4.02- 6.34 percent

* At least 200 but less than 250 percent of FPL:
6.34-8.10 percent

* At least 250 but less than 300 percent of FPL:
8.10-9.56 percent

+ 300 to 400 percent of FPL: 9.56 percentd)

Eligible individuals may choose to have the tax credit paid directly
to their insurer in advance so that monthly premiums are lowered,
or the eligible individual can claim the credit when the eligible
taxpayers files their tax return for the year. If the individual chooses
to have the tax credit paid in advance, the amount of the tax credit
will be reconciled when they file their tax return.3f

6. Employer Requirement®

The ACA requires large employers to offer affordable,
minimum-value health coverage to their full-time employees
(and dependents) or pay a penalty. Large employers are those
with at least 50 full-time employees (including full-time
equivalents) during the preceding year. For 2015, large employers
are defined as those with at least 100 full-time employees.
Employers with 50-99 full-time employees (including full-time
equivalents) have until 2016 to comply.3 Employers must pay a
penalty if at least one full-time employee receives a premium tax
credit or cost-sharing reduction.

7. Individual Requirement3

Beginning in 2014, the ACA requires that most individuals obtain
minimum essential coverage for themselves and their dependents
or pay a penalty. Minimum essential coverage is generally defined
as government-sponsored or private health insurance. The penalty
is the greater of a percentage of the individual's household income
that exceeds the tax-filing threshold for that tax year or a flat-dollar
amount.3 The percentage of household income is 2 percent for
2015 but increases to 2.5 percent for 2016 and beyond, and the
flat-dollar amount increases each year from $325 in 2015 to $695
in 2016. So, for example, in 2015, the penalty would be the greater
of 2 percent of yearly household income (only above $10,150 for
an individual) or $325 per person ($162.50 per child under 18).



The maximum penalty per family, however, cannot be more than
the cost of the national average bronze-level plan (for the relevant

family size) offered through the marketplaces.
There are certain individuals who are exempt from the mandate:

+ Members of a recognized religious sect who are conscientiously

opposed to medical care;
* Members of a health care sharing ministry;
* Individuals who are incarcerated; and
* Individuals who are not lawfully present.

Other individuals who are subject to the mandate but exempt from

the penalty:

* Individuals who cannot afford coverage (self-only coverage

contribution exceeds 8.05 percent of household income);

* Individuals who have household income less than the filing

threshold for federal income taxes;
« Members of Indian tribes;
* Individuals who lose coverage for less than three months;

* Individuals who the HHS secretary determines have suffered
a hardship (these individuals are eligible for catastrophic
coverage).B HHS has identified some hardships, including
individuals that are not eligible for Medicaid because their state

did not opt to expand the Medicaid program.3

Individuals will report whether they have maintained minimal
essential coverage annually on their federal income tax returns. In
addition, every entity that provides minimum essential coverage
must present a return to the IRS as well as a statement to the

individual covered.d)

Provisions ThatM ay NotBe W aived

Other than provisions expressly listed under Section 1332 as
subject to waiver, no other provisions of the ACA may be waived as
part of the Waivers for State Innovation. For example, states would

not be able to waive the following private insurance market reforms:
* Prohibiting plans from imposing preexisting-condition exclusions;

+ Prohibiting plans from varying premiums within a rating area
except for family size, age, and tobacco use. Age variation is
limited to 3:1 and tobacco use by 5:1;

* Requiring plans to guarantee issue and guarantee renewal
of policies;

* Prohibiting discrimination based on health status;

* Requiring coverage of EHB in the individual and small-group
marketii; and

* Limiting waiting periods to no longer than 90 days.

The inability of states to waive insurance market reforms, have

led some analysts to conclude that states will have difficulty
maintaining stable insurance markets, while at the same time
waiving some of the more controversial aspects of the law.

For example, if a state would like to develop an approach that
eliminated the individual requirement to purchase insurance
coverage and, instead, implement a late-enrollment penalty similar
to the structure applied in Medicare parts B and D, the inability to
waive premium-rating requirements would likely prevent states

from implementing the penalty.

" ACA Section 1201 amended the Public Health Service Act by adding section
2707, which applies the EHB requirement in ACA section 1302(a) (which
is subject to a 1332 waiver) to all insurers in the individual or small-group
market, both inside and outside the marketplace.

10



|[»M»iinn nnr
nfBVn amTIPI >iHTPIr
C Hr

mM'rre E,

Opportunitiesfo r State Flexibility using Waiver
Authority under the Social Security Act

111111111111

i

ht'uult

HFiLHFI8 i A JHIT X ir

* *
rjgrw gnHMI/

States may combine the application process for State Innovation
Waivers (Section 1332) with the processes of any existing health
program waiver authority such as Medicaid waivers using Section
1115 of Social Security Act (SSA) or models tested through the
Center for Medicare and Medicaid Innovation (CMMI) (Section
1115A of SSA). Medicaid waivers under Section 1115 are one of
the most likely candidates to be included in a combined application
with Section 1332. States have commonly utilized research and
demonstration authority under Section 1115 of the SSA to expand
Medicaid eligibility and to make other changes to state Medicaid
programs. Section 1115 permits waivers of health and welfare
programs authorized under the SSA, including Medicaid and CHIP41
A research and demonstration waiver under Section 1115 must

further the goals of the program in order to be approved by the

secretary. Upon approval, states may use funds for purposes not
otherwise permissible under the law, such as covering individuals
not traditionally eligible for Medicaid.4 Section 1115 permits
states to seek waivers of Section 1902 of the Medicaid program,
which establishes federal requirements for a state plan for medical
assistance, such as eligibility, benefits, payments to providers,
enroliment requirements, fair hearings, program administration

requirements, and other provisions.43

Historically, the secretary of HHS has required 1115 waivers to

be budget neutral; however, this is not required by statute or by
regulation. Some states have used Section 1115 of the SSA to
improve the scope of benefits or to expand eligibility to individuals
who would not otherwise qualify, while others have used Section
1115 to limit eligibility or benefits, such as providing a limited set



Figure 1. Clrrent Status of State Medicaid Eqpansion Dedsions

| ADOPTED (31 States including DC) |

Notes: Current status for each state is based on KCMU tracking and analysis of
state executive activity. **M Thas passed legislation adopting the expansion;

it requires federal waiver approval. *AR, IA, IN, MI, PA and NH have approved
Section 1115 waivers. Coverage under the PA waiver wentinto effect 1/1/15,
but s transitioning coverage to a state plan amendment. Wi covers adults up to
100% FPL in Medicaid, but did not adopt the ACA expansion.

of benefits, setting limits on enrollment, or seeking changes in
beneficiary cost-sharing.4

Since the Supreme Court ruling in NFIB v. Sebelius,46 which
essentially made the ACA provision expanding Medicaid coverage to
individuals with incomes up to 138 percent of the FPL optional for
states, Section 1115 has become a means of permitting states that
chose not to expand Medicaid under the ACA to provide coverage to
certain low-income populations. Likewise, some states have used
Section 1115 waivers to make changes to impose premiums and
cost-sharing. Currently 30 states and the District of Columbia have
expanded Medicaid coverage, either by a state plan amendment or
through Section 1115.46

ADOPTION UNDER DISCUSSION (1 State) |

THE HENRY J.

KAISER
FAMILY

FOUNDATION

NOT ADOPTING AT THIS TIME (19 States)

Source: “Status of State Action on the Medicaid Expansion Decision," KFF State
Health Facts, updated September 1,2015.
http://kff.org/health-reform/state-indicator/state-activitv-around-expanding-
medicaid-under-the-affordable-care-act/

The ACA added a new section 1115A under the SSA, creating

the CMMI to test new models of health care delivery and
reimbursement. A number of states have included delivery
system reforms in new demonstrations.47 CMMI has the authority
to “test innovative payment and service delivery models to
reduce program expenditures under Medicare and Medicaid
while preserving or enhancing the quality of care furnished to
individuals under such titles.”8

Although 1115A provides broad authority to CMMI to test innovative
delivery models, the law directs the HHS secretary to “give
preference to models that also improve the coordination, quality,
and efficiency” of care for Medicare beneficiaries, Medicaid
beneficiaries, and dual eligibles.4 The law cites a number of



delivery models, including accountable care organizations and

patient-centered medical homes, among others.9)

A number of states have expressed interest in testing new
models of care. And a number of states have actively begun
testing new models of health care delivery under Section
1115A.51 Arkansas, for example has begun implementation of

a patient-centered medical home model through the Center for
Medicare and Medicaid Services (CMS) State Innovation Models
Initiative. Among the states awarded funding to test models in
the initial round are Arkansas, Maine, Massachusetts, Minnesota,
Oregon, and Vermont.® These and similar waivers will likely

be used in combination with Section 1332 waivers to test new

reimbursement models.



Recommendations

Recommendation1:

Advance new and innovative approaches to health insurance
coverage by convening governors and the secretaries of
Health and Human Services and Treasury to seek agreement
on a reasonable interpretation of “guardrails” for Section
1332 State Innovation Waivers. The secretaries should issue
guidance based on those convenings.

States’ ability to use Section 1332 depends largely on how the four
guardrails are interpreted by the secretaries of HHS and Treasury,
as well as the director of the Office of Management and Budget.
States need clear guidelines. Governors play an integral part in

the implementation of a state’s health care delivery system and
health care budget. Their expertise should be used to negotiate
how the guardrails are defined to accomplish the goals of the ACA
while still allowing states the flexibility to reform their health care
systems to fit the needs of their citizens while maintaining fiscal
viability. Guardrails should be interpreted to foster state innovation,
permitting new approaches to health insurance coverage that can
be adopted by other states or applied at the federal level. Toward
that end, the secretaries of HHS and Treasury should convene
discussions with governors to negotiate and define guardrails, and

the secretaries should issue regulations based on that convening.
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Recommendation 2:

Define the guardrail requiring federal deficit neutrality to
permit the requirement to be applied across programs waived
(i.e., tax-credits and Medicaid), to demonstrate neutrality over
the entire term of the waiver, and require strong standards to
assure federal deficit neutrality.

As part of the negotiations between federal and state officials,

the guardrails should be designed in a way that permits flexibility
for states in designing alternative health insurance and delivery
models, while also assuring that those models do not add to the
federal deficit. Strong safeguards should assure federal deficit
neutrality. At the same time, deficit neutrality should be applied
across the provisions of law that have been waived. For example, if
the state seeks to combine 1115 waivers and Section 1332 waivers
in a single waiver request, the impact on the federal deficit should
be calculated across these programs instead of individually within
each program.

Calculating budget neutrality across programs gives states

the flexibility to be creative in designing proposals to provide
high-quality health care coverage to their residents while still
maintaining fiscal responsibility. In doing so, the secretary and
the state should ensure that such coordinated calculations and
proposals assure full and appropriate health coverage to the state’s
lower-income citizens before moving to assist those with higher
incomes. Similar to existing 1115 waivers, for the purposes of
determining impact on the deficit, the secretary should assume
that the state expanded Medicaid pursuant to the ACA, provided
the state covers these individuals in the waiver. Deficit neutrality
should be calculated over the full five-year term of the waiver
rather than on a yearly basis to permit states to make necessary
investments in infrastructure and to address unmet needs of

currently eligible individuals, including those with mental illness.

A

Recommendation 3:

Improve consumer choice and competition in insurance
markets by implementing federal law permitting states to
form interstate compacts to sell insurance across state lines
(Section 1333 of the ACA).

At least 22 state legislatures have considered permitting the sale
of insurance across state boundaries to increase competition

and coverage options, but only six have enacted legislation.B
Those states include Rhode Island, Washington, Wyoming (prior to
passage of the ACA), Georgia, Kentucky, and Maine.5

Section 1333(a) permits two or more states to form health care
choice interstate compacts in which the states enter into an
agreement under which qualified health plans could be offered in
all participating states’ individual markets, subject to regulation
by the state in which the plan was written or issued. Insurers will
be subject to the market conduct, unfair trade practices, network
adequacy, consumer protection, and dispute-resolution standards
of any state in which the insurance was sold; must be licensed

in each state; and must notify consumers that the insurer is not
otherwise subject to the laws of the selling state.

States should have the option of permitting the sale of insurance
across state lines. This is especially important in states with rural
or frontier areas in which residents have limited choices. Recent
consolidation in the insurance industry has the potential to further
limit those choices. This policy, however should assure that state
insurance commissioners have the ability to enforce regulations
and contracts between carriers, employers, and plan enrollees in

their states.

Section 1333 required the secretary of HHS, in consultation with
the National Association of Insurance Commissioners (NAIC),
to issue regulations regarding health care choice compacts by



July 1, 2013. No such regulations have been issued and these
compacts are scheduled to take effect beginning January 1, 2016.
The secretary should work with NAIC to create regulations that
establish standards and best practices as well as oversight of
these interstate compacts.

Recommendation 4:

Assure access to affordable coverage for spouses and children

by fixing the so-called “family glitch” and fully offsetting the
cost at the federal level.

Under the ACA, individuals with access to employer-sponsored
health insurance are not eligible for premium and cost-sharing
subsidies to purchase health insurance coverage through the
state or federal marketplaces. An exception applies if the
employer’s coverage is not “affordable.” A premium is affordable
under the ACA if the premium cost to the employee is less than

a specific percentage of the employee’s household income,
currently 9.56 percent. The affordability test is based on the cost
of the premium for only individual coverage not for that of family
coverage. Under this interpretation, no family member qualifies for
federal subsidies through an exchange, even if the cost of family

coverage exceeds 9.56 percent of the family’s income, resulting in

what is known as the “family glitch.” Congress should address this

issue to assure that spouses and children of workers have access

to affordable coverage.

Estimates of the number of family members affected by the family

glitch vary between two to four million.% Those adults most affected

would be workers in the lowest 25 percent wage category, as they
typically pay a higher portion of their income to obtain employer-
sponsored coverage than those workers in the highest 25 percent
wage category.5” The number of people affected would be higher in
those states that have not expanded Medicaid through the ACA's
expansion option because families with incomes between 100 and

138 percent of FPL will not have access to Medicaid if they fall in

the glitch.B The cost of addressing the family glitch should be offset

at the federal level.
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Conclusion

17

Controversy around the enactment, implementation, and
repeal of the ACA will continue in the near-term and could
continue well into the next decade. The use of Section 1332,
which is designed to permit states the flexibility to implement
alternatives, has the potential to allow states to expand
coverage, make health insurance more affordable, and
improve consumer choice in health plans. The ability of
states to effectively utilize this option will depend on the

interpretation of this Section by federal policymakers.

Changes should be made to improve the availability and
affordability of health insurance. Allowing states to form
interstate compacts has the potential to increase choice
of plans, while at the same time assuring state insurance

commissioners have the ability to enforce state insurance
laws. Likewise, fixing the family glitch will permit greater
access to affordable coverage through state and federal
marketplaces, if coverage offered to the employed spouse or
parent is unaffordable. Policymakers should acknowledge the
tremendous variation in health care delivery that can work
from state to state, and Section 1332 can serve as a critical
tool in allowing states to test alternatives. Lessons learned
may ultimately lead to additional bipartisan modifications to
the law. The ACA should permit variation consistent with the
principle that individuals should have access to meaningful,

quality, and affordable health insurance coverage.
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The Affordable Care Act (ACA) improved health insurance affordability for many by expanding Medicaid and providing financial
assistance for marketplace-based coverage for those with incomes below 400 percent of the federal poverty level (FPL). Together
with new insurance regulations and a requirement for many to enroll in coverage or pay a penalty, these affordability provisions
were intended to substantially reduce the number of uninsured. In recent months, however, an increasing number of voices have
drawn attention to high deductibles and out-of-pocket costs and the affordability of marketplace insurance in general. While the
“right” or “just” level of health care financial burdens is inherently subjective, financial burdens that are high relative to income
can lower enrollment levels and compromise the ability of the ACA to reach its goals.

In this paper, we examine premiums and out-of-pocket costs, as well as total financial burdens for individuals with different
characteristics enrolled in ACA-compliant nongroup coverage. We show that despite the additional assistance available,
individuals across the income distribution who are ineligible for Medicaid can still face very high expenditures. At the median,
financial burdens can be reasonably high, particularly for those with incomes between 300 and 400 percent of FPL (Figure 1).
As medical care needs increase, however, financial burdens grow appreciably across the income distribution. Even with federal
financial assistance, 10 percent of 2016 nongroup marketplace enrollees with incomes below 200 percent of FPL will pay at
least 18.5 percent of their income toward premiums and out-of-pocket medical costs. Ten percent of marketplace enrollees with
incomes between 200 and 500 percent of FPL will spend more than 21 percent of their income on health care costs. Those in fair
or poor health and those over age 45 are most likely to face high median financial burdens. We conclude that the affordability of
marketplace premiums and out-of-pocket limits need to be further addressed to reduce the risk that enroliment and reductions in
the number of uninsured will be well below the law’s objectives.
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Introduction

Since the implementation of the ACA's
coverage reforms, insurance coverage
among nonelderly adults has increased
by 15 million people, or 42.5 percent
(comparing September 2013 with March
2015).1 During that same period, the
share of nonelderly adults who reported
having problems paying their medical
bills in the previous year fell from 22.0
percentto 17.3 percent.2 This decrease in
financial hardship, a 21 percent decline,
represents a significant improvement in
affordability. But with over 17 percent of
nonelderly adults continuing to report
challenges paying their families' medical
bills, affordability remains an issue;
it is central to concerns that further
marketplace enrollment gains will be
increasingly difficult.

The ACA has expanded insurance
coverage through several mechanisms,
chief among them an expansion of
Medicaid coverage (taken up in 30
states and Washington, D.C.) and
income-related premium tax credits and
cost-sharing reductions for the purchase
of private nongroup health insurance
through health insurance marketplaces.
Those eligible for Medicaid have the
most affordable insurance available to
them, facing no premiums3 and little or
no cost-sharing requirements to impinge
their access to services. And although the
tax credits and cost-sharing reductions
have significantly improved affordable
access to care for many, some still face
substantial medical financial burdens.
While it is impossible to know the “right”
amount for people to pay at each income
level, we do know that affordability is the
most common reason given for those
remaining uninsured. It is the most
frequent response given by navigators,
concerning remaining barriers  to
enrollment in the ACA's qualified health
plans.4

Recent reports suggest that many
individuals  eligible  for  financial
assistance remain uninsured because
the cost of available plans is still too
high, particularly at income levels where
tax credits and cost-sharing reductions
are phased out. Buettgens, Kenney,

and Pan find that take-up rates among
the tax credit-eligible population decline
sharply with income.5 Nationally, plan
selection rates in 2015 among states
whose marketplaces used Healthcare.
gov averaged 62 percent of eligible
individuals with incomes below 200
percent of FPL, 29 percent of those
eligible with incomes between 200 and
300 percent of FPL, and 13 percent of
those eligible with incomes between 300
and 400 percent of FPL. Thus, as financial
assistance falls and income increases,
the share of eligible individuals enrolling
in coverage drops precipitously.

This analysis assesses (1) the health
care financial burdens facing the
modest-income population enrolling in
marketplace coverage using federal
financial assistance (those with incomes
below 400 percent of FPL) as well as (2)
the health care financial burdens facing
higher-income individuals and families
who are purchasing qualified health
plans in the nongroup market entirely
with their own funds. We define health
care financial burdens in this analysis as
direct household payments for premiums
and out-of-pocket requirements for the
family (e.g., deductibles, co-payments,
coinsurance) relative to family income.6
We provide financial burdens at the
median and at the 90th percentile for
those enrolled in nongroup insurance
plans with tax credits and for those
with higher family incomes (above 400
percent of FPL) in the nongroup market
both inside and outside the marketplaces.
We simulate the ACA as if it were fully
phased-in in 2016.

What Financial Assistance Is
Currently Available for the Purchase
of Marketplace-Based Coverage?

To assess the health care financial
burdens of those enrolling in
marketplace-based coverage, we must
take the available financial assistance
into account. Those eligible for financial
assistance through the ACA's nongroup

marketplaces have the following
characteristics:
They have incomes below 400

percent of FPL but are not eligible
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for Medicaid or Medicare. In states
that have expanded Medicaid, those
with incomes between 138 and
400 percent of FPL are potentially
eligible for tax credits; in states that
have not expanded Medicaid, those
with incomes between 100 and
400 percent of FPL are potentially
eligible.7

They do not have access to an
employer-sponsored insurance offer
(either through their own employer
or a family member's) that the law
deems adequate and affordable.

They are legal residents.

Those who meet such criteria are eligible
for advanced premium tax credits, and
those below 250 percent of FPL are
also eligible for cost-sharing reductions.
The premium and cost-sharing financial
assistance at each income level are
summarized in Table 1. Those with
family income below 138 percent of
FPL are required to pay no more than
2.03 percent of income in 2016 toward
the premium for the second-lowest-cost
silver plan available to them in their
marketplace.8 The maximum required
contribution increases rapidly as the
percentage of income relative to FPL
rises, increasing to 6.41 percent of family
income at 200 percent of FPL. Maximum
premium contributions increase to 8.18
percent of income at 250 percent of
FPL and 9.66 percent of income at 300
percent of FPL. Those between 300 and
400 percent of FPL pay a maximum of
9.66 percent of family income for the
second-lowest-cost silver plan available
to them. Those who pick a less expensive
plan pay less; those who pick a more
expensive plan pay more. The caps on
percentage of income consumers pay
increase each year if medical costs grow
faster than the consumer price index.
Those with incomes above 400 percent
of FPL receive no premium assistance
for marketplace coverage.

Cost-sharing reductions (CSRs) are also
available for those receiving premium
tax credits who have incomes below
250 percent of FPL. To receive a CSR,
eligible individuals must purchase a
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Table 1. Premium Tax Credit Caps as a Percentage of Income
and Cost-Sharing Reductions Under the ACA, 2016

Premium Tax Credit
Schedule: Household
Premium as Percentage of

Income Relative to Federal
Poverty Level (% of FPL)

Income for the Applicable

Cost-Sharing Reduction
Schedule: Actuarial Value

Level of Plan Provided to
Eligibles Enrolling in Silver
Level of Coverage (70 % AV)

Income Categorya

<100 - 138 2.03 94
138 - 150 3.05 - 4.07 94
150 - 200 4.07 - 641 87
200 - 250 641 -8.18 73
250 - 300 8.18 - 9.66 70
300 - 400 9.66 70

400 and higher NA 70

Source: https://www. irs.gov/Dub/irs-droD/rD-14-62.Ddf.

Notes: ACA = Affordable Care Act; AV = actuarial value; FPL = federal poverty level; n.a. = not applicable

aPremium tax credit amounts are set to limit household premium contirbutions for the second bwest cost silver premium available
to the given percentage of income. If enrollees choose a more expensive plan, they pay more; if they choose a less expensive plan,

they pay less.

silver-tier marketplace plan (those with
actuarial value [AV] of 70 percent; that
is, plans that reimburse an average of 70
percent of the costs of covered benefits
across an average population). The
CSRs increase the AV of a silver plan
to 94 percent for those with incomes up
to 150 percent of FPL, to 87 percent for
those with incomes between 150 and
200 percent of FPL, and to 73 percent
for those with incomes between 200 and
250 percent of FPL. The cost-sharing
requirements across silver plans vary,
but without CSRs the median deductible
is $3,600 for single coverage in 2016 and
$7,600 for family coverage.9 The median
silver plan's out-of-pocket maximum is
$6,500 for single policies and $13,000 for
family policies. The limits under the ACA
for out-of-pocket maximums for those not
eligible for cost sharing reductions are
$6,850 for single policies and $13,700
for family policies. Thus, both premiums
and out-of-pocket costs can be high
relative to income, particularly for those
above 200 percent of FPL, who are not
eligible for any significant CSRs.

What We Did

We estimate the health care financial
burdens of those enrolled in nongroup

marketplace coverage with marketplace
financial assistance and of those with
higher incomes who are enrolled in ACA-
compliant nongroup coverage either
inside or outside of the marketplace.
The analysis does not include those in
Medicaid or Medicare, those who have
employer-sponsored insurance or those
who remain uninsured. We use the
Urban Institute's Health Insurance Policy
Simulation Model (HIPSM).D Health care
financial burdens for those eligible for tax
credits are simulated here as if they were
enrolled in silver marketplace plans. This
approach allows us to assess financial
burdens without the added complexity
of adjusting for how the population is
distributed across different AV plans.
Silver plans are the most frequently
chosen among those eligible for financial
assistance. In addition, individuals
choosing a bronze, gold, or platinum plan
are not eligible for CSRs even if their
incomes are below 250 percent of FPL.
Those with incomes above 400 percent
of FPL are assumed to predominantly
choose silver plans, but some also
choose bronze, gold, or platinum. We
then estimate total health expenditures
for each individual enrolled in an ACA-
compliant plan. These expenditures are
based upon their previous spending
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levels and previous health insurance
status (comprising health status, out-
of-pocket  spending requirements,
income, education, and other factors)
adjusted to take into account changes
in utilization resulting from enrollment in
qualified health plans. The individuals'
direct expenditures depend on their
eligibility for premium tax credits and
CSRs, the premiums available to them,
and their simulated health care needs
(premiums for qualified health plans
are benchmarked to national average
reference premiums). We then calculate
the median and 90th percentile of the
distribution of direct household spending
relative to income separately for
premiums, out-of-pocket expenses, and
total financial burdens, accounting for
available financial assistance.

Results

In this section we provide data on how
much individuals receiving financial
assistance pay for marketplace nongroup
coverage and how much higher-income
individuals ineligible for assistance
pay for nongroup coverage inside or
outside the marketplaces relative to
income at both the median and 90th
percentile. We include both household
contributions toward premiums and
payments for out-of-pocket costs.
Table 2 shows premiums and out-of-
pocket payment burdens by income
level. Premium contributions relative to
income increase as income increases
and tax credits phase down. The median
financial burden for individuals below
200 percent of FPL is 4.4 percent of
income devoted to health insurance
premiums. The median financial burden
for persons with incomes between 300
and 400 percent of FPL is 9.6 percent
of their income for premiums. Premiums
as a share of income then decline as
income increases beyond the CSR
eligibility levels. Out-of-pocket payments
change similarly: they increase as a
share of income as CSRs phase down,
and they fall as a percentage of income
as incomes increase. For those with
incomes below 200 percent of FPL who
do not have high medical care needs
(most of that demographic), financial
burdens are well-contained because of
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Table 2. Health Care Financial Burdens for Nongroup Enrollees Under the ACA, by Income, 2016
(Direct Household Payments for Premiums and Out-of-Pocket Expenses Relative to Income)

Premium

Income relative to FPL

contribution

Less than 200% of FPL
200% to 300% of FPL
300% to 400% of FPL
400% to 500% of FPL
Over 500% of FPL

Median

Out-of-pocket

payments Total

4.4% 2.3% 6.6%
7.7% 2.8% 10.8%
9.6% 4.9% 14.5%
9.2% 3.4% 13.4%
5.8% 2.1% 8.4%

Source: The Urban Institute’s Health Insurance Policy Simulation Model (HIPSM), 2015.

contribution

90th Percentile

Premium Out-of-pocket

payments Total

6.1% 13.9% 18.5%
9.2% 13.6% 21.2%
9.6% 12.6% 22.2%
15.6% 10.4% 22.8%
11.3% 6.8% 16.7%

Notes: FPL = the federal poverty level. Sample includes those individuals and families with incomes below 400 percent of FPL enrolling in nongroup marketplace coverage with a premium tax credit and
those with incomes above 400 percent of FPL buying nongroup coverage either inside or outside the marketplaces in 2016. The Affordable Care Act is simulated as fully phased in in 2016. Calculations
are family health expenses relative to family income. Component percentages do not sum to the total because median and 90th percentile values are computed separately for premium contributions,

out-of-pocket payments, and total household spending.

the combination of generous premium
tax credits and substantial CSRs. But
for those with incomes between 300 and
500 percent of FPL, median financial
burdens range from 13.4 percent to 14.5
percent.

At the 90th percentile, financial burdens
are dramatically higher, even for the
lowest-income  population.  Although
those with incomes below 400 percent
of FPL have their premium contributions
capped as a percentage of income, the
premium caps vary for individuals of
different incomes within each income
category, and these differences are
reflected in the different financial burdens
between the median and 90th percentile.
As discussed, premium contributions
relative to income increase as income
increases and as premium tax credits
phase down. For those with incomes
above 400 percent of FPL there are
no income-related caps on premiums.
Those at the 90th percentile of financial
burdens with incomes from 400 percent
to 500 percent of FPL pay 15.6 percent
of their income toward their premiums.
The difference in premium contributions
relative to income at the 90th percentile
compared with the median reflects
the fact that age rating allows higher
premiums to be charged to older adults
for the same coverage. In addition,
even if they are the same age and face
the same premium, individuals at the

lower end of that income range have
to devote a higher percentage of their
income to purchase that coverage than
do individuals at the higher end of that
income range. At the 90th percentile,
out-of-pocket expenses consume over
13 percent of income for those with
incomes below 300 percent of FPL; the
out-of-pocket financial burdens decline
as income increases (though they remain
high). Out-of-pocket financial burdens
at the high end of the distribution are
surprisingly high for those with incomes
below 200 percent of FPL given the
significant CSRs, but these burdens
largely reflect their very low incomes.
CSRs are extremely modest, however,
for those with incomes between 200
percent and 250 percent of FPL, and
there are none for those with higher
incomes.

The total financial burdens at the 90th
percentile are very high for all income
groups. The combination of high
premium contributions relative to income
and high out-of-pocket costs for those
with significant health care needs leads
to individuals at those income levels
paying 16.7 percent to 22.8 percent of
income for their medical care. Thus, even
with all ofthe ACA's financial protections,
individuals across the income distribution
who are ineligible for Medicaid can still
face very high expenditures.

Table 3 provides data on health care
financial burdens by health status. At
the median, premiums account for about
6 percent of income and do not vary
noticeably with health status. However,
out-of-pocket financial burdens do
increase as health status worsens, even
at the median. Median financial burdens
for premiums and out-of-pocket costs
combined rise from 8.7 percent ofincome
for those in excellent health to 114
percent for those in fair or poor health.
At the 90th percentile, financial burdens
increase with health status because of
rising out-of-pocket costs. For those in
excellent health, out-of-pocket costs at
the 90th percentile consume 9.2 percent
of income; for those in fair or poor health,
out-of-pocket costs at the 90th percentile
consume about 14.9 percent of income.
Total burdens at the 90th percentile
are 181 percent of income and 195
percent of income for those in excellent
and very good health, respectively. For
those in fair or poor health, total burdens
amount to 23.2 percent of income. Again,
burdens for the sickest are high despite
the ACA's financial protections.

In Table 4 we examine the distribution
of financial burdens by age group. We
limit this analysis to singles and couples
without children in order to avoid the
complexities of premiums that vary
because of different numbers of children
in the family Expenditures for singles
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Table 3. Health Care Financial Burdens for Nongroup Enrollees Under the ACA, by Health

Status, 2016

(Direct Household Payments for Premiums and Out-of-Pocket Expenses Relative to Income)

Premium
contribution

Excellent
Very good
Good

Fair to poor

Median

Out-of-pocket Total
payments

6.3% 1.8% 8.7%

6.2% 2.5% 9.3%

6.5% 3.1% 10.2%

6.1% 4.4% 11.4%

Source: The Urban Institute’s Health Insurance Policy Simulation Model (HIPSM), 2015.

contribution

90thPercentile

Premium Out-of-pocket

payments

9.6% 9.2% 18.1%
9.6% 10.6% 19.5%
9.6% 12.7% 21.5%
9.6% 14.9% 23.2%

Notes: FPL = the federal poverty level. Sample includes those individuals and families with incomes below 400 percent of FPL enrolling in nongroup marketplace coverage with a premium tax credit and
those with incomes above 400 percent of FPL buying nongroup coverage either inside or outside the marketplaces in 2016. The Affordable Care Act is simulated as fully phased in in 2016. Calculations
are family health expenses relative to family income. Component percentages do not sum to the total because median and 90th percentile values are computed separately for premium contributions,

out-of-pocket payments, and total household spending.

Table 4. Health Care Financial Burdens for Nongroup Enrollees Under the ACA, by Age Group,
Singles and Couples Without Children, 2016
(Direct Household Payments for Premiums and Out-of-Pocket Expenses Relative to Income)

Median

90th Percentile

Age Pr.emifxm Out-of-pocket Total Pr.emiflm Out-of-pocket Total
contribution payments contribution payments

8- ¢ 4.9% 1.2% 6.7% 7.8% 7.3% 12.7%

25-34 5.6% 1.0% 72% 8.2% 8.1% 14.8%

35-44 5.9% 1.3% 7.8% 9.2% 8.6% 15.7%

45 - 54 6.4% 2.6% 9.6% 9.6% 11.5% 20.1%

55 -64 7.4% 4.0% 12.0% 12.8% 15.2% 24.5%

Source: The Urban Institute’s Health Insurance Policy Simulation Model (HIPSM), 2015.

Notes: FPL = the federal poverty level. Ages are ofoldest adult in family without dependents. Sample includes those individuals and families with incomes below 400 percent of FPL enrolling in nongroup
marketplace coverage with a premium tax credit and those with incomes above 400 percent of FPL buying nongroup coverage either inside or outside the marketplaces in 2016. The Affordable Care Act
is simulated as fully phased in in 2016. Calculations are family health expenses relative to family income. Component percentages do not sum to the total because median and 90th percentile values are

computed separately for premium contributions, out-of-pocket payments, and total household spending.

and couples without children provide a
clearer idea of spending across ages.
For those with median financial burdens,
premiums as a percentage of income
increase modestly with age, from 4.9
percent for those ages 18 to 24 to 7.4
percent for those ages 55 to 64. The
increase reflects the effect of age rating
on the population ineligible for tax
credits. Premium contributions relative
to income also increase by age at the
90th percentile for the same reason.

Differences between the 90th percentile
and the median reflect both (a) that some
individuals are eligible for premium tax
credits and others are not, and (b) that
even within an age category of those
ineligible for credits, older individuals
are charged higher premiums than
younger individuals (i.e., the premium
charged a 24-year-old is higher than that
charged an 18 year old). Out-of-pocket
financial burdens increase with age
because health care utilization increases

with age. Younger adults tend to have
lower incomes than older adults, and
therefore they more frequently benefit
from financial assistance. The increase
in out-of-pocket costs is particularly
striking at the 90th percentile, at which
point spending as a share of income
increases from 7.3 percent of income for
those ages 18 to 24, to 11.5 percent of
income for those ages 45 to 54, and to
15.2 percent of income for those ages 55
to 64.
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Because ofthe increase in both premiums
and out-of-pocket costs across ages,
total financial burdens for those with
median expenditures increase from 6.7
percent of income for those ages 18 to
24 to 12.0 percent of income for those
ages 55 to 64. At the 90th percentile,
total financial burdens increase from
12.7 percent of income for those ages
18 to 24, to 20.1 percent of income for
those ages 45 to 54, and to 24.5 percent
of income for those ages 55 to 64. Thus,
the combination of premium age rating
and higher out-of-pocket costs as health
utilization increases with age leads to
particularly high financial burdens for
those over age 45.

Conclusion

In this paper we have shown that, for
those enrolling in marketplace coverage
using federal financial assistance, at
both the median and the 90th percentile,
premium payments relative to income
increase as household incomes increase
and the ACA's premium tax credits
phase down. Premium payments then
decline as incomes increase further and
individuals are ineligible for financial
assistance.  Premium  contributions
relative to incomes also increase with
age but do not vary with health status.
However, financial burdens related
to out-of-pocket expenses increase
with  worsening health status and
for older individuals. Out-of-pocket
expenses increase with incomes up to
a point because cost-sharing assistance
decreases, eventually disappearing for
those with incomes above 250 percent

of FPL. Ultimately, financial burdens are
high for many individuals, particularly
those with substantial health care needs.
Forthose atthe median, expenditures are
over 10 percent of income for those with
incomes between 200 percent and 500
percent of FPL. Expenditures are also
over 10 percent of income at the median
for those in good, fair, or poor health.
Median financial burdens for those aged
45 to 64 are 9.6 percent; they are 12.0
percent for those ages 55 to 64. But
financial burdens are extremely high for
a significant segment of the population.
For those at the 90th percentile, total
health care financial burdens are close
to or exceed 20 percent of income for
those with incomes up to 500 percent of
FPL, for those across the health status
distribution, and for those ages 45 to 64.
Thus, the combination of high premiums
for silver plans coupled with high
deductibles and high out-of-pocket limits
mean that coverage and access to care
are difficult for many to afford despite the
ACA's substantially increased assistance
relative to the previous system. Many
who have modest income have high
financial burdens even with average
medical expenses. But as is well-known,
health care utilization is highly skewed:
a small share of the population accounts
for the bulk of expenditures.tl For those
at the top of the spending distribution,
financial burdens are very high.

Under current law, options for improving
the affordability of marketplace coverage
are limited. Massachusetts and Vermont
have supplemented federal financial
assistance with their own funds. The
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ACA also offers a state option for a
basic health program (BHP). Minnesota
and New York now use a BHP (called
MinnesotaCare and the Essential Plan,
respectively) to provide coverage to
people with incomes up to 200 percent
of FPL, offering lower premiums and cost
sharing than would be available in the
marketplaces. But BHPs have serious
problems, for example, they reduce the
size of marketplaces and the amount
of federal dollars available to them
each year is uncertain, rendering state
obligations uncertain in turn.

ACA reforms could improve the
affordability of marketplace coverage.?
Linking tax credits to gold plans (those
with 80 percent AV), rather than silver
plans (those with 70 percent AV), would
reduce deductibles and out-of-pocket
payments from current levels for tax
credit-eligible  individuals. Additional
targeted assistance could be provided
through improved CSRs for low-income
marketplace enrollees. Introducing an
additional tax credit category that limits
the percentage of income that those
above 400 percent of FPL would be
required to contribute toward marketplace
coverage would reduce financial burdens
for middle-income older adults, who are
most affected by age rating.

The risk of not making coverage more
affordable is that more individuals may
choose not to purchase coverage, pay
the tax penalty instead, and hinder the
ACA's ability to achieve and maintain its
coverage objectives.
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AFFORDABLE CARE ACT MARKETPLACES

By Jon R. Gabel, Heidi Whitmore, Matthew Green, Sam T. Stromberg, Daniel S. Weinstein, and

Rebecca Oran

In Second Year Of Marketplaces,
New Entrants, ACA 'Co-Ops,' And
Medicaid Plans Restrain Average
Premium Growth Rates

ass:r 2. Premiums for health insurance plans offered through the
federally facilitated and state-based Marketplaces remained steady or
increased only modestly from 2014 to 2015. We used data from the
Marketplaces, state insurance departments, and insurer websites to
examine patterns of premium pricing and the factors behind these
patterns. Our data came from 2,964 unique plans offered in 2014 and
4,153 unique plans offered in 2015 in forty-nine states and the District of
Columbia. Using descriptive and multivariate analysis, we found that the
addition of a carrier in a rating area lowered average premiums for the
two lowest-cost silver plans and the lowest-cost bronze plan by

2.2 percent. When all plans in a rating area were included, an additional
carrier was associated with an average decline in premiums of

1.4 percent. Plans in the Consumer Operated and Oriented Plan Program
and Medicaid managed care plans had lower premiums and average
premium increases than national commercial and Blue Cross and Blue
Shield plans. On average, premiums fell by an appreciably larger amount
for catastrophic and bronze plans than for gold plans, and premiums for
platinum plans increased. This trend of low premium increases overall is
unlikely to continue, however, as insurers are faced with mounting

medical claims.

fter more than five years, the Af-
fordable Care Act (ACA) remains
asource ofintense political contro-
versy. Research has increased un-
derstanding ofthe changes the ACA
has brought about. For example, national health
care spending in the period 2010-13 rose at the
slowest four-year rate since 1965.1There is no
consensus, however, as to how much of this
slowing of spending growth is attributable to
the ACA, to increased cost sharing in employ-
er-based insurance, or to a slowly recovering
economy. 2 The Congressional Budget Office
(CBO) nonetheless has estimated the cost of
the ACA to the federal government over the next
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ten years to be 29 percent less than the CBO
forecast in 2010.3

Several research organizations—including the
Henry J. Kaiser Family Foundation,4 Avalere
Health,5Breakaway Policy,6the Urban Institute,7
and McKinsey and Company—have analyzed
premium increases from 2014 to 2015 in the
state-based and federally facilitated Marketplac-
es, also known as health insurance exchanges.
With the exception of McKinsey and Company,8
these organizations concluded that observed
premium growth has been very modest.

We found that the average national premium
for a plan offered in the Marketplaces did not
increase at all during this time.9In the twenty-



eight years of the Kaiser Family Foundation/
Health Research and Educational Trust Employ-
er Health Benefits Survey and its predecessors,
the zero percent premium increase is the lowest
ever recorded.10l

One explanation for the unexpectedly low pre-
mium increases is that more carriers entered the
individual insurance market. On average be-
tween 2014 and 2015, the number of carriers
competing in a geographic rating area increased
by 25 percent, while the number of unique plans
they offered increased by 28 percent.9

This market entry has fostered greater compe-
tition in the individual insurance market, which
before passage of the ACA was dominated by
carriers affiliated with Blue Cross and Blue
Shield. These carriers held the largest share of
the individual insurance market in all but two
states, Ohio and Utah. For example, in 2010
across the country the median market share of
each state’s largest carrier was 55 percent, and
the largest three carriers in each state held a
median of 85 percent of the market.2

This article analyzes patterns ofpremiums and
premium increases in the Marketplaces for the
period 2014-15. We used descriptive and multi-
variate analyses to increase understanding ofthe
factors that contributed to the lower-than-
expected rates of average premium increases.

Study Data And Methods

data We used data on plan offerings from 2,964
unique plans offered in 2014 and 4,153 offered in
2015. The sample consisted ofplans in forty-nine
states and the District of Columbia (data from
New York were not usable at the time of our
analysis). Plan data from the states with federally
facilitated Marketplaces were from the Qualified
Health Plan Landscape Files. Data for state-based
Marketplaces came from those Marketplaces’
websites, state departments of insurance, and
insurers’ websites.

Under the ACA, each state has divided itself
into geographic “rating areas,”which are usedby
carriers in price setting.We first sorted each rat-
ing area in each state into one of three sampling
strata, based on whether the rating area was
within an urban, suburban, or rural region. We
then selected one rating area within each stra-
tum for analysis—the largest urban area in the
state plus one suburban and one rural area that
were chosen by random selection—which re-
sulted in three rating areas per state. For states
that had only one rating area, we collected infor-
mation for all plans statewide. For individual
rural or suburban rating areas, the probability
ofrandom selection was based on the population
of the rating area. The rating areas we selected
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contained 52 percent of the US population.

Our sample included all plans from all metal
tiers within the chosen rating areas. A separate
observation was recorded for each plan for each
rating area in which it was sold, which allowed us
to tie geographic and sociodemographic data
about the rating area to the premiums for the
plans in that area. Sociodemographic data,
which included median family income and the
proportion of uninsured individuals, were from
the 2013 American Community Survey con-
ducted by the Census Bureau.

weighting and statistical issues Premium
costs were those of the typical plan offered, as
opposed to the typical plan purchased. Detailed
plan enrollment data for 2014 were available
only in a few states with state-based Marketplac-
es and for none of the states with federally facili-
tated Marketplaces, although some minor high-
lights were released by the Department of Health
and Human Services. These very limited enroll-
ment datawere insufficient to allow us to develop
a model for plan choice with any confidence.

Observations were weighted either by stratum
populations, for the national estimates, or by the
population of the rating area in which they are
sold, for the regression results discussed below.B
Because of design effects from weighting, we
used Stata, version 14.0, to calculate robust stan-
dard errors. We used p values of <0.05 as our
threshold of significance.

descriptive and multivariate analysis In
our descriptive analysis we examined variations
in premiums and changes in premiums using a
host of independent variables, such as the num-
ber of insurers in the rating area; the type of
carrier; the type of plan; the type of Marketplace
(state based or federally facilitated); and wheth-
er the plan was offered in an urban, suburban, or
rural area. Of particular interest was the role of
new entrants into the Marketplaces.

In our multivariate analysis, which used
pooled data from 2014 and 2015, we estimated
an ordinary least squares regression as to how
different variables affect the premium of a forty-
year old nonsmoker with single coverage.4We
estimated one regression for a pooled sample of
plans in 2014 and 2015.

Another regression estimated the relationship
between premiums in 2014 and 2015 using the
same set of independent variables, but for only
the lowest-cost bronze plan and the two lowest-
cost silver plans. The second-lowest-cost silver
plan is the basis for determining the govern-
ment’s premium subsidy for all plans in the
exchange in the rating area, whereas the low-
est-cost bronze plan represents the plan that
enrollees would choose if they wished to mini-
mize their out-of-pocket expenses.
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exhibit 1

We used a log-level specification in both
regressions so that the coefficients represent
percentage-point changes in premiums for a
one-unit change in the dependent variable.
The number of carriers in each rating area was
normalized to the national mean for each plan
year. Thus, the coefficient was scaled in the ex-
hibits to represent the effect of one additional
carrier (relative to the national mean) on the
percentage change in premiums.

Our independent variables included plan year;
whether the state had a state-based or federally
facilitated Marketplace; metal tier; plan type;
carrier category; 5whether the area was urban,
suburban, or rural; market concentration in the
individual insurance market before passage of
the ACA;l6number of carriers competing in the
Marketplace in the rating area, normalized to
the national mean for each plan year; median
family income in the rating area; percentage of
the rating area population that was uninsured;
and an indicator variable for each state.

limitations Our work had a number of limi-
tations. First, the measure of price was premi-

ums for plans offered instead of for those pur-
chased. As noted above, enrollment data by plan
were available in only a few states, and such data
were necessary to calculate the average premium
for purchased plans.

Second, we did not have data on whether pro-
vider networks were broad or narrow. McKinsey
and Company has reported that about 70 percent
ofthe lowest-price products available in the Mar-
ketplaces are built around narrow, ultra-narrow,
or tiered networks.I7

Third, we did not have data on concentration
in hospital and physician markets. Greater con-
centration in these markets gives providers
greater leverage in their negotiations with car-
riers and likely raises the cost of insurance.

Study Results

premiums To better understand the workings of
the Marketplaces, we examined variations in
premiums and premium increases by plan and
market characteristics (Exhibit 1). There were
six major findings.

Average Single Coverage Monthly Premiums And Premium Changes From 2014 To 2015, By Selected Market Characteristics

Characteristic
National average3
TypE Of MARKETpLACE
State-based

Federally facilitated
TypE Of plan

HMO or EPOb

PPO

HDHP

URBANIciTy

Urbanb
Suburban

Rural

Premium in 2015 ($)

NUMBER Of carriers in RATINg AREA

1

2-4b

5-8

9 or more

TypE Of carrier

Blue Cross and Blue Shieldb
National commercial

Co-op

Medicaid

Other

Bronze Silver Gold

254 .84** 313.54 370.90*
244.74% 300.93** 368.14
257.33 316.02 371.69
246.46 303.73 362.79
271.94** 328.36** 383.69**
247.18 303.09 354.35
252.24 309.67 366.55
255.67 314.08 373.65
260.46* 323.05* 377.92*
241.16** 289.13** 350.29**
250.82 306.41 362.06
257.72** 315.74* 375.64**
252.60 313.73* 368.17
255.77 317.55 382.55
261.78 325.07 363.78**
238.95* 281.74** 343.69*
240.61** 297.16** 364.94**
293.08** 354.32** 416.54**

Premium increase from 2014 to 2015 (%

Bronze Silver Gold
-8.0** -1.6 -0.9
-1.0** 0.3 0.5

-10.5 -2.4 -1.4

-15.9 -5.1 -3.5
-0.6** 2.1** 2.6
-1.9** 5.8** 1.5

-10.3 -3.3 -1.5
-0.7* 2.3** 1.5

-12.7 -3.8 -3.9
-5.6 -3.7 2.7
-3.1 0.5 0.5

-12.3 -3.6 -3.1
-5.3 -2.7* -0.3

2.0 3.7 4.2
-3.4 -0.5 -1.9
-5.7** -12.4** -7.0

-26.9** -10.2** -7.5

15.5** 12.0** 11.2

sour ce Authors' analysis of data for federally facilitated Marketplaces from the Qualified Health Plan Landscape Files and for state-based Marketplaces from state
departments of insurance, insurers' websites, and the Marketplaces' websites. notes Premiums are for single coverage for a forty-year-old nonsmoker. Information about
catastrophic and platinum plans is not included because of space limitations but can be found in Appendix Exhibit 3 (see Note 18 in text). HMO is health maintenance
organization. EPO is exclusive provider organization. PPO is preferred provider organization. HDHP is high-deductible health plan. Co-op is a plan in the Consumer
Operated and Oriented Plan Program. Medicaid is a Medicaid managed care plan. aThe comparison group for national average is silver plans. brhe comparison group
used to calculate whether differences within the category were significant. *p < 0.10 **p < 0.05
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First, premiums for bronze plans fell by an
appreciably larger average amount (-8.0 per-
cent) than premiums for silver (-1.6 percent)
or gold (-0.9 percent) plans. The largest in-
creases in premiums were for platinum plans,
which rose an average of 10.1 percent (data
not shown). Premiums for catastrophic plans fell
by 8.5 percent, on average.

Second, premiums for bronze plans in states
with federally facilitated Marketplaces declined
significantly more than those in states with state-
based Marketplaces (Exhibit 1). There were no
significant differences by type of Marketplace in
premium trends for silver or gold plans.

Third, bronze-level preferred provider organi-
zation (PPO) plans in 2015 cost about 9 percent-
age points more than bronze-level health main-
tenance organization (HMO) or exclusive
provider organization (EPO) plans—a signifi-
cant difference—and had substantially smaller
decreases in premiums from 2014. Across
bronze, silver, and gold plans, HMO or EPO
plans were significantly cheaper in 2015 than
were corresponding PPO plans. Premiums for
HMO or EPO bronze plans declined 15 percent-
age points more than those ofbronze PPO plans.
Similarly, premiums for silver HMO or EPO
plans declined 5.1 percent, while those for silver
PPO plans rose 2.1 percent.

Fourth, premiums for bronze and silver plans
offered in suburban areas declined less than
those for plans in those tiers offered in urban
areas—in fact, premiums for silver plans in sub-
urban areas rose instead of fell. Premium
changes in rural areas were not significantly dif-
ferent from those in urban areas.

Fifth, rating areas with nine or more carriers
had significantly larger declines in silver plan
premiums, compared to rating areas with 2-4
carriers.

Sixth, for bronze, silver, and gold plans, Blue
Cross and Blue Shield plans raised their premi-
ums, while premiums fell for plans in all three
tiers offered by national commercial carriers;
plans in the Consumer Operated and Oriented
Plan Program (widely known as “co-ops”), estab-
lished by the ACA; and carriers offering Medicaid
managed care plans. Co-ops and Medicaid man-
aged care plans had significant decreases from
2014 to 2015 compared to Blue Cross and Blue
Shield plans across all three tiers.

multivariate results Our first regression
model used 2014 and 2015 premium data for
plans from all tiers. (Detailed regression results
are shown in online Appendix Exhibit 1.)18 Ex-
hibit 2 shows the percentage change in premi-
ums associated with selected characteristics
compared to reference groups. For example,
when other factors are held constant, premiums
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increased by 4 percent in 2015, compared
to 2014.

Unlike descriptive statistics, multivariate re-
sults controlled for changes in the mix of plans
that occurred in the period 2014-15, such as the
addition of more silver and bronze plans com-
pared to gold and platinum plans, although the
number of plans in each tier grew from 2014 to
2015. Regression results indicated that cata-
strophic and bronze plans cost 40 and 20 per-
cent, respectively, less than silver plans, while
gold and platinum plans cost 17 and 29 percent,
respectively, more than silver plans.

One noteworthy finding was the effect of com-
petition among carriers, as represented by the
number of carriers competing in a rating area.
The addition of a carrier in a rating area resulted
in adecline in premiums of 1.4 percent across all
metal tiers, with other factors held constant. The
implication is that the entry of new carriers into
Marketplaces in 2015 modestly reduced the
growth of plan premiums.

Many carriers entering the individual insur-
ance market in 2014 and 2015 were co-ops or
Medicaid managed care plans. Their premiums
were 3 percent and 1 percent lower, respectively,
than Blue Cross and Blue Shield plans, which
have long had a dominant share of this market.
National commercial carriers had premiums
2 percent greater than those of Blue Cross and
Blue Shield plans. PPO premiums were 11 percent
higher than those of HMOs or EPOs.

For the second regression model, we limited
the sample to the lowest-costbronze and the two
lowest-cost silver plans (Exhibit 3). The results
were similar to those of the first model. For ex-
ample, premiums in 2015 were 5 percent higher
than in 2014. Perhaps because all plans in this
regression model were low cost and the sample
size was smaller than in the first regression mod-
el, the type of plan and of carrier were no longer
significant. Importantly, the addition of a carrier
in the rating area reduced the average premium
of the low-cost plans by 2.2 percent.

Discussion
Using a variety of data sources, we identified
patterns of premium increases in the Market-
places. From 2014 to 2015 there was essentially
no increase in unadjusted average premiums for
Marketplace plans available nationwide. Howev-
er, when we controlled for the mix of plans and
their characteristics through regression analy-
sis, we found that premiums rose 4 percent in
the period.

Premiums generally rose more for metal tiers
with higher actuarial values (they increased by
10.1 percent for platinum plans, while declining
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EXHIBIT 2

Effects Of Selected Plan And Market Characteristics On Monthly Premiums For Plans In A
Rating Area, 2015

Year2015-

Ruralarea -

Suburban area -

Adding carrier in rating area -

State-based Marketplace -

Medicaid managed care plan -

Co-op -

National commercial carrier -
Catastrophic plan-H

Bronze plan -

Gold plan-

Platinum plan -

PPO-

“1 1 T - N ===mmm=m [ “T
-40 -30 -20 -10 10 20 30
Percent

sour ce Authors' analysis of data for federally facilitated Marketplaces from the Qualified Health
Plan Landscape Files and for state-based Marketplaces from state departments of insurance, insur-
ers' websites, and Marketplace websites. notes Premiums are for single coverage for a forty-year-
old nonsmoker. All variables were significant (p < 0.05). The reference groups are as follows: for
2015, 2014; for rural and suburban areas, urban area; for adding one carrier in rating area, not chang-
ing the number of carriers; for state-based Marketplace, federally facilitated Marketplace; for Med-
icaid managed care plan, plan in the Consumer Operated and Oriented Plan Program (co-op), and
national commercial carrier, Blue Cross and Blue Shield plans; for catastrophic, bronze, gold, and
platinum plans, silver plan; and for preferred provider organization (PPO), health maintenance orga-
nization and exclusive provider organization.

EXHIBIT 3

Effects Of Selected Plan And Market Characteristics On Monthly Premiums For The
Lowest-Cost Bronze And Two Lowest-Cost Silver Plans In A Rating Area, 2015

State-based Marketplace m
Medicaid managed care plan m
Co-opm
National commercial carrier m
HDHP-
PPO-
Year2015“ m
Rural area**-
Adding carrier in rating area m
Bronze plan** m

"= “ 1 n—-———=r " T

-25 -20 -15 -10 5 10
Percent

sour ce Authors' analysis of data for federally facilitated Marketplaces from the Qualified Health
Plan Landscape Files and for state-based Marketplaces from state departments of insurance, insur-
ers' websites, and Marketplace websites. notes Premiums are for single coverage for a forty-year-
old nonsmoker. The reference groups are as follows: for state-based Marketplace, federally facili-
tated Marketplace; for Medicaid managed care plan, plan in the Consumer Operated and Oriented
Plan Program (co-op), and national commercial carrier, Blue Cross and Blue Shield plans; for high-
deductible health plan (HDHP) and preferred provider organization (PPO), health maintenance orga-
nization and exclusive provider organization; for 201 5, 2014; for rural area, urban area; for adding one
carrier in rating area, not changing the number of carriers; and for bronze plan, silver plan. **p < 0.05
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substantially for catastrophic and bronze plans).
This pattern of premium changes suggests that
insurers saw more pronounced risk segmenta-
tion than they had originally forecasted.

Our findings indicate that the 25 percent in-
crease in competing carriers from 2014 to 2015
at the rating-area level has altered the workings
ofthe individual insurance market from the time
before passage of the ACA. Before 2010 Blue
Cross and Blue Shield plans had the largest mar-
ket share in forty-eight states and had the major-
ity of enrollees in atypical state. Presumably, this
larger market share enabled Blue Cross and Blue
Shield to gain larger discounts from hospitals
and doctors than their competitors obtained,
and thus to charge lower premiums.

Now Blue Cross and Blue Shield plans and
those of national commercial carriers are priced
higher, on average, than co-ops and Medicaid
managed care plans. Blue Cross and Blue Shield
also increased the premiums for their silver
plans from 2014 to 2015 by 3.7 percent, while
most other carriers lowered their premiums—
national commercial plans by 0.5 percent, co-
ops by 12.4 percent, and Medicaid managed care
plans by 10.2 percent.

In early 2015 co-ops were significant market
players in Connecticut, Illinois, Kentucky,
Maine, Maryland, New Mexico, New York, South
Carolina, Tennessee, and West Virginia.19 How-
ever, twenty-one of the twenty-three co-ops
across the country suffered financial losses in
2014, and their sustainability remains in ques-
tion.20 By November 2015, twelve of the nation’s
twenty-three co-op plans had closed down.2l Co-
ops in Iowa, Louisiana, and Nevada have ceased
operations, and New York State insurance regu-
lators recently ordered Health Republic Insur-
ance, the co-op with the largest enrollment in
the nation, to shut down.2

Our regression estimates from a sample of the
lowest-cost bronze plan and two lowest-cost sil-
ver plans in each rating area indicated that hav-
ing an additional carrier in the market reduced
premiums by 2.2 percent. When all plans in the
rating area were included, an additional carrier
was associated with a 1.4 percent decline in pre-
miums. Because the lowest-costbronze plan and
the two lowest-cost silver plans are benchmarks
of affordability, the first estimate maybe ofgreat-
er importance for public policy.2

The effects of new entrants in the market are
also indicated by the participation of insurers—
such as co-ops and Medicaid managed care
plans—that were not competing before the Mar-
ketplaces became operational. Many new car-
riers and existing insurers offer HMO or EPO
plans, which on average cost 11 percent less than
PPO plans. HMO or EPO plans have been declin-
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ing in market share in the group insurance mar-
ket since 2000.24While such historical informa-
tion is not available for the individual insurance
market, HMO and EPO plans likely have a larger
share of the individual insurance market today
than before implementation of the ACA.1l
Buyers’ price sensitivity underlies the price
competitiveness of the Marketplaces. In 2014
the two lowest-cost plans in each tier in a rating
area accounted for 64 percent of enrollment.2)
The structure of the Marketplaces—in which
buyers qualifying for the federal premium subsi-
dy must pay the difference between the premium
of the second-lowest-cost silver plan (the bench-
mark plan) and any other plan—provides a
strong incentive for consumers to purchase low-
er-cost plans. Enrollees qualifying for subsidies
are typically low- or middle-income people with
little disposable income, which makes them
more responsive to price differences among
plans, compared to people with employer-based
insurance. Marketplace websites allow buyers to
compare premiums among different carriers far
more easily than they could in the individual
insurance market before the ACA.
Arecentsurvey of 3,037 Marketplace shoppers
found that 22 percent of people who were en-
rolled in 2014 enrolled in a different health plan
in 2015.5This is 10 percentage points more than
the share found in a recent study of people with
employer-based coverage who switched plans.2
Wewould expect new enrollees, who represented
nearly half of Marketplace enrollees in 2015, to
be as price sensitive as they were in 2014.
Faced with price-sensitive buyers, insurers
have priced Marketplace plans aggressively.
The “three Rs”—risk adjustment, reinsurance,
and risk corridors—may have further encour-
aged aggressive pricing by protecting carriers
against the financial losses associated with ad-
verse selection or underpricing of plans.27 Risk
adjustment transfers funds from insurers with
lower-risk enrollees to insurers with higher-risk

enrollees. Reinsurance provides stop-loss cover-
age when an enrollee claims expenses beyond
some threshold amount ($50,000 in 2015). Risk
corridors allow insurers to share with the gov-
ernment losses beyond some threshold amount,
but they also require profit sharing with the gov-
ernment beyond some amount. Since financial
losses are shared with the government, risk cor-
ridors reduce the risk to carriers of underpricing
health plans. However, 2016 will be the last year
for risk corridors.27

In May and June 2015 it was widely reported
that many insurers were requesting double-digit
premium increases for 2016. The justification for
such increases was that insurers, unlike in earli-
er years, knew their Marketplace population’s
medical expenses, which was higher per member
than had previously been estimated. The extent
to which these requests are granted is contingent
on the responses of state insurance regulators
and the requested premium increases for other
insurers in the state. In any case, the long-run
trajectory for premiums of Marketplace plans,
like those of employer-sponsored plans, is likely
to follow trends in medical claims expenses.

Conclusion

In the next few years the financial penalty for
most individuals with no insurance will rise from
$95 to $325 per person to amaximum 0f$965 per
family. This is likely to induce additional unin-
sured people who are younger and healthier, on
average, than current Marketplace enrollees to
purchase Marketplace plans and thereby to con-
strain inflationary forces. Offsetting factors are
the rapid rise in the cost of specialty drugs and
the sustainability of the co-ops that contributed
significantly to the low inflation in Marketplace
coverage 0f 2014-15. The comparative strengths
of these countervailing factors should be more
apparent in a year or two. m
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AFFORDABLE CARE ACT MARKETPLACES

By Paul D. Jacobs, Jessica S. Banthin, and Samuel Trachtman

Insurer Competition In Federally
Run Marketplaces Is Associated
With Lower Premiums

«» s 2. Federal subsidies for health insurance premiums sold through
the Marketplaces are tied to the cost of the benchmark plan, the second-
lowest-cost silver plan. According to economic theory, the presence of
more competitors should lead to lower premiums, implying smaller
federal outlays for premium subsidies. The long-term impact of the
Affordable care Act on government spending will depend on the cost of
these premium subsidies over time, with insurer participation and the
level of competition likely to influence those costs. We studied insurer
participation and premiums during the first two years of the
Marketplaces. We found that the addition of a single insurer in a county
was associated with a 1.2 percent lower premium for the average silver
plan and a 3.5 percent lower premium for the benchmark plan in the
federally run Marketplaces. We found that the effect of insurer entry was
muted after two or three additional entrants. These findings suggest that
increased insurer participation in the federally run Marketplaces reduces

federal payments for premium subsidies.

olicy makers have increasingly re-
lied upon competition among in-
surers to help restrain spending
on public health insurance pro-
grams,1 such as the Medicare Ad-
vantage and Medicare Part D prescription drug
benefit programs. Similarly, an important rea-
son for the creation of the health insurance ex-
changes, or Marketplaces, under the Affordable
Care Act (ACA) was to use competition among
insurers to help dampen private health insur-
ance spending and reduce the federal costs of
subsidizing enrollees. A key question about
any of these programs and the Marketplaces in
particular is the extent to which competition
actually lowers premiums in these markets.
Under the ACA, a state can establish its own
Marketplace, known as a state-based Market-
place, through which people can purchase health
insurance. If a state does not choose to do so, the
federal government will run a Marketplace in the

DEC
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state by itself (known as a federally facilitated
Marketplace) or a Marketplace in partnership
with the state.We refer to both federally facilitat-
ed Marketplaces and Marketplaces run by the
federal and state governments together as feder-
ally run Marketplaces.

Only a handful of analyses have looked at com-
petition and premium dynamics in the Market-
places, given their fairly recent development.
Our study adds to this literature by employing
more data on plan offerings than other studies
have used and by adopting an analytical ap-
proach that mitigates estimation bias, which
was a limitation of previous efforts. As an addi-
tional expansion upon previous work, we used
data at two distinct geographic levels, the county
and the rating area, to assess the robustness of
our results and to compare our findings for fed-
erally run Marketplaces to those for state-based
Marketplaces. A rating area is a geographical
unit consisting of one or more counties, ZIP
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codes, or Metropolitan Statistical Areas.

The effect of competition on federal spending
can be measured by changes in the premium for
the second-lowest-cost silver plan in a rating ar-
ea, which is the benchmark for premium subsi-
dies. Given the wide array of available plans,
however, itis also important to assess the effects
of competition on other plans.We examined pre-
miums ofthe second-lowest-cost, mean, and me-
dian plans at the silver and bronze levels of ben-
efit generosity, which accounted for 67 percent
and 22 percent, respectively, of all plans chosen
in 2015.2

Our results suggest that competition among
insurers can have an economically meaningful
effect. Although we cannot rule out null findings
for some premium measures, for others we
found that the presence of one additional insurer
in a county reduced premiums for silver plans by
between 1.2 percent (for the average cost plan)
and 3.5 percent (for the benchmark plan).

Background

Insurers participating in the Marketplaces can
offer plans at four levels ofbenefit generosity, or
metal tiers, based on their actuarial values; all
plans offered must cover a defined set of essen-
tial health benefits.3There is also a fifth tier for
“catastrophic” plans that have very high deduc-
tibles, but premium subsidies are not available
for those plans.

Individuals with incomes at 100-400 percent
of the federal poverty level who purchase a
benchmark plan through a Marketplace are gen-
erally eligible to receive a subsidy that covers the
difference between a specified percentage of
their income and the premium ofthe benchmark
plan. For example, in 2015 those with incomes at
150 percent of poverty ($17,655) would pay
4.02 percent of their income, and those with
incomes at 400 percent of poverty ($47,080)
would pay 9.56 percent. The federal subsidy is
defined as the premium for the benchmark plan
less the applicable share of the individual’s in-
come. Enrollees who are eligible for a subsidy
and who select a plan with a premium above that
ofthe benchmark plan are responsible for paying
the difference.

In 2013 insurers that were considering com-
peting in the Marketplaces in 2014 faced much
uncertainty regarding the health risk ofpotential
enrollees, the ultimate size of the market, and
the participation of other insurers. Even in early
2014, when insurers were required to decide
whether to participate in 2015, the health risk
of current and prospective enrollees was still
largely uncertain. Insurers participating in
2014 had only slightly more information than
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did insurers newly entering the market in 2015
regarding enrollment and had only preliminary
assessments as to whether they had over- or
underestimated their costs. Thus, insurers in
the Marketplaces made strategic decisions on
the basis of preliminary information that was
mostly available to all potential players.

Generally speaking, the more insurers there
are in a market, the greater the uncertainty each
will face regarding its own competitive position.
In the context of the Marketplaces, that uncer-
tainty likely encourages insurers to charge lower
premiums than would otherwise be the case. As a
result, the benchmark premium is likely to be
lower than in a comparable market with fewer
insurers, and federal spending on Marketplace
subsidies would be reduced. In addition to ex-
plicit competitive pressures, areas with more
insurers—and consequently a wider range of
pricing assumptions—may have experienced
lower growth in premiums than areas with fewer
insurers simply because the variance in premi-
ums may be wider with more insurers. A wider
variance can cause the benchmark plan’s premi-
um to grow more slowly.

Because of the importance of the benchmark
premium for federal spending and enrollee pay-
ments, we focused on the combined effects of
entry, including explicit competitive pressures
and the effect of a larger number of plans enter-
ing the market, which could have widened the
distribution of premiums.4 Of course, both con-
sumers and insurers will adapt to the new com-
petitive landscape. Therefore, the effects of in-
surer entry into a market may be different over
the long run than has been the case in the early
years of the Marketplaces.

In an examination of insurer competition, a
related concern is the price negotiated between
insurers and health care providers. Greater in-
surer consolidation may serve to strengthen in-
surers’ bargaining power vis-a-vis hospitals.
Thus, markets with fewer insurers may see lower
premiums if insurers can take advantage of that
leverage and pass gains along to consumers.5
Ultimately, the degree to which insurer compe-
tition actually reduces premiums—after offset-
ting reductions in bargaining power with pro-
viders are accounted for—is an empirical
question, which we investigate below.

Previous Research

Previous research has shown that competition
between health insurers tends to reduce the level
and rate of growth ofboth premiums and profits.
In the Medicare Part D market, a Congressional
Budget Office study found that insurers tended
to charge lower premiums in regions with more
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Our results suggest
that competition
among insurers can
have an economically
meaningful effect.

competitors, with each additional entrant into
the market reducing premiums by an estimated
0.4 percent.6 Other research confirms that con-
centration among health insurers leads to up-
ward pressure on premiums.7 And a study of
the market for private coverage in the 1990s con-
cluded that each additional competitor in a mar-
ket reduces the average profit rate across insur-
ers by 0.4 percentage points.8

Early research on the competitiveness of the
ACA Marketplaces found that after health costs
and measures of hospital pricing and consolida-
tion were controlled for, premiums were lower in
areas where more insurers participated, com-
pared to areas with fewer insurers.910 One of
these studiesl) examined changes in premiums
and competitors and found roughly similar re-
sults to what we show below for the first addi-
tional entrant in a county. However, neither of
the two studies allowed for differential effects by
number of net entrants.1l

The weight of the evidence confirms that the
presence of more insurers tends to result in low-
er premiums. Nonetheless, there is no consensus
on how many insurers are sufficient to ensure
competitive behavior. A common concern
among policy makers is that commercial health
insurance markets are too heavily concentrat-
ed.2 The anticompetitive effects of concentra-
tion are probably greater, however, in markets
where consumers cannot easily compare plans.
In addition to federal premium subsidies, the
ACAbrought about reforms to improve the con-
sumer’s ability to compare plans, including stan-
dardized benefits and specified actuarial or met-
al tiers. Compared to less regulated health
insurance markets, such as those for employ-
er-sponsored insurance, the ACA Marketplaces
may require fewer insurers to maintain a robust
competitive environment. Thus, new research
on the implications of insurer participation in
the Marketplaces is important for evaluating fu-
ture policy proposals.
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Study Data And Methods

We examined data on insurer participation and
premiums during the first two years ofthe health
insurance Marketplaces (2014 and 2015).We an-
alyzed how changes in county-level premiums
from 2014 to 2015 were associated with changes
in the number of competitors in each county.
Our primary specifications were two-year differ-
enced regressions, in which we analyzed the per-
centage change in average premiums from 2014
to 2015 as a function of the net change in the
number ofinsurers, controlling for other poten-
tial confounders.

Many factors that might be confounded with
the number of insurers in a given year are less
likely to be associated with the change in the
number of insurers over time. For example, an
association between lower premiums and more
insurers in the firstyear ofthe ACA Marketplaces
may or may not be attributable to the competitive
effect of more insurers. It could be that lower
costs encouraged more participation. However,
such reverse causality is less likely in an analysis
of changes in premiums as afunction of changes
in the number of insurers. Because medical cost
growth is uncertain and the nature of the ACA’s
first few years was unpredictable, it would have
been difficult for insurers to systematically enter
areas that had different growth rates.

data We used health plan data for 2014 and
2015 released by the Centers for Medicare and
Medicaid Services.BWe first examined plans of-
fered in the thirty-five states that used afederally
run Marketplace in both 2014 and 2015. We pre-
ferred these data, which provide information on
plans and premiums at the countylevel, to data at
the level of the rating area, a region that usually
consists of one or more counties. Because insur-
ers may choose to offer plans in some but not all
counties in a rating area, county-level analyses
are more accurate for identifying the effects of
the number of competitors in a market.

Our county-level analyses were weighted by
January 2015 enrollment in the Marketplaces,
so that premium changes in each county were
counted in proportion to overall enrollment. 4
For counties that had no reported enrollment,
we imputed a de minimis enrollment of ten cov-
ered lives.5

We also analyzed premiums and insurer entry
using the Health Insurance Exchange Compare
data sets (now known as the 2014 and 2015 ACA
Silver Plan Datasets).16l7These include both the
federally run and the state-based Marketplaces,
but their data are presented at the level of the
rating area instead of the county. In addition to
being less precise for measuring insurer partici-
pation, these data are limited to silver plans.
Finally, analyses with these data are limited by
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the lack of rating area-level enrollment weights,
which are not available for states with state-
based Marketplaces. 18

outcome variables We examined percentage
changes from 2014 to 2015 in the monthly plan
premium for single coverage of a twenty-seven-
year-old nonsmoker in each area.19 Because of
the implications for federal spending, we were
primarily interested in the effects on the second-
lowest-cost silver plan. Although most individu-
als enrolled in silver coverage chose the lowest-
or second-lowest-cost plan, the effects of compe-
tition on enrollee payments are best assessed by
analyzing a wider range of plan offerings. Our
analysis focused on the second-lowest-cost, av-
erage, and median premiums at the silver and
bronze levels.

explanatory variables

» NET CHANGE IN THE NUMBER OF INSUR-
ERS: Our primary independent variables were
the net change in the number of insurers (all
entrants into the market minus those who ex-
ited) in each area between 2014 and 2015 and
thatnumber squared. Netinsurer entry served as
aproxy for the change in the overall competitive-
ness of the local market, while the squared term
provided a nonlinear relationship between
changes in premiums and number of competi-
tors. Because changes in premiums maybe more
volatile when more insurers enter a market, we
used robust standard errors to correct for poten-
tial heteroskedasticity.

We show below how premiums in the Market-
places would change under two scenarios: first,
the addition, on average, of one insurer per
county nationwide; and second, if each insurer
operating in astatein 2015 entered the marketin
all counties in that state. Both of these estimates
are helpful for considering the effects of policies
and for comparing our results to previous es-
timates.

To isolate the effect ofinsurer entry on premi-
ums, we controlled for a variety of factors that
mightbe associated with changes in Marketplace
premiums between 2014 and 2015 but that
should not be attributed to the effects of insurer
entry. 2 For most of these measures, we used the
variables that underlie the 2014 County Health
Rankings data developed by the Robert Wood
Johnson Foundation and the University of Wis-
consin Population Health Institute, which sum-
marize geographical variation prior to 2014.21
We note below when variables were derived from
other sources.

Pdemographic factors: Insurers may en-
ter a market because of expectations regarding
its size, the number of enrollees who are eligible
for a subsidy, and the geographical concentra-
tion of providers. Therefore, we controlled for
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Jockeying to be the
lowest- or second-
lowest-cost plan is an
important part of the
mechanism of
competition in the
Marketplaces.

the 2012 US census population estimate; the
percentages of the population younger than
age eighteen and older than age sixty-four; the
percentage of the population living in rural
areas; median household income; the percent-
age of uninsured adults; and the percentage of
the population with incomes below poverty.2

» HEALTH RISK AND SPENDING CONTROLS:
Because insurers decide whether or not to enter
markets partly based on expectations about the
health of their prospective enrollees, we includ-
ed proxies for health risk and per capita costs.
Health risk controls were the percentage of the
county population reporting themselves to be in
fair or poor health; the proportion diagnosed
with diabetes; and the average number of days
in amonth thatindividuals reported being sick.23
To control for medical care utilization and geo-
graphical variation in wages, we included aver-
age per capita Medicare fee-for-service spending
in each county in 2011 (unfortunately, better
utilization measures for the nonelderly popula-
tion are not widely available at the county level).
We also controlled for provider market power by
including the Herfindahl-Hirschman Index for
the hospitals in each rating area (personal cor-
respondence with analysts in the Department of
Health and Human Services, Office of the Assis-
tant Secretary for Planning and Evaluation, Feb-
ruary 2015).

P plan characteristics: Federal regula-
tions allow insurers to vary the actuarial values
of their plans by 2 percentage points above or
below the target (for example, silver plans may
have an actuarial value of 68-72 percent). To
account for this potential source of variation,
we included changes in the deductible and out-
of-pocket maximum for single coverage for the
second-lowest-cost silver or bronze plans or
changes in the county-level mean or median
for these cost-sharing amounts.
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Pstate-level controls:All of our analyses

included state-level fixed effects. Marketplace
premiums may be influenced by legal and policy
decisions at the state level, including decisions to
participate in the expansion of Medicaid cover-
age or state laws governing how insurers can set
premiums in the individual market, which
should not be attributed to insurer entry.
Our study had several limita-
tions. First, factors that were related to insurer
entry but that did not arise from competition
may threaten the validity of our findings. For
instance, insurers entering markets in 2015
did so believing that the entry would be profit-
able for them.4 Our finding of reduced premi-
ums in counties with greater insurer entry may
thus be an upper bound, if insurers had entered
counties with unusually low levels of competi-
tion or unusually high profits in 2014. Alterna-
tively, our estimates may be a lower bound: If
insurers in 2015 selectively entered markets
where they believed enrollment would increase,
and if premiums in those markets increased
more than in other areas, the premium-reducing
effects of competition may be greater than our
estimates.

We addressed these threats to validity in two
ways. First, we relied on differenced regressions
to remove bias that might existin cross-sectional
estimates. Second, we used an extensive set of
county- and state-level controls.

A second limitation is that our analysis used
data exclusively from the first two years of the
ACA Marketplaces. Therefore, our inferences
were limited by the time span of the data. Third,

Il imitations

exhibit 1

because of low enrollment, we did not explore
the effects of competition on premiums for gold
or platinum plans. Finally, because we lacked
plan-specific enrollment data, our estimates of
changes in premiums would differ from esti-
mates in an analysis that used enrollment-
weighted means.

Study Results
There were an average of 3.6 insurers per county
in 2014, weighted by exchange enrollment (Ex-
hibit 1). In 2015 this increased to 5.2 insurers,
representing an average increase of about 1.6
insurers. The net change in the number ofinsur-
ers from 2014 to 2015 varied from aloss of one to
a gain of five (data not shown). In 2015, 1,500
counties—almost 60 percent of all counties in
the federally run Marketplaces—experienced a
net increase in the number of insurers (Exhib-
it 1). Counties that experienced new entrants
were more densely populated and had higher
per capita health spending than counties that
had no new entry (online Appendix Ex-
hibit A1).5

The total number of plans at all metal tiers
available to the average Marketplace consumer
also increased, from 54.4 in 2014 to 63.5 in 2015
(Exhibit 1). Simultaneously, the number of plans
per insurer fell from 15.3 to 12.4. This was be-
cause new entrants limited their offerings to
about eight plans per insurer (data not shown).
Silver and bronze plans made up roughly two-
thirds of the plans offered in both 2014 and 2015.

Among counties in states with federally run

Insurers, Qualified Health Plans, And Monthly Premiums In The Federally Run Marketplaces, 2014 And 2015

All counties (N = 2,545)

2014 2015 Change
average per county number of:
Insurers 3.6 5.2 43.7%
Plans 54.4 63.5 16.8
Plans per insurer 15.3 12.4 -19.2
Silver plans per insurer 5.1 4.6 -10.3
Bronze plans per insurer 4.4 3.6 -17.9
average monthly premium for:
Silver plan $257 $266 3.7%
Second-lowest-cost silver plan 218 222 2.0
Bronze plan 211 217 3.0
Second-lowest-cost bronze plan 174 180 3.7

Counties with positive net entry in 2015

2015

3.0
39.7
13.3
4.7
4.2

$255
228
206

(n= 1,500) 2015 (n= 1,045)
2014 2015 Change 2014
3.7 5.6 50.5% 3.1
571 67.6 18.4 38.4
15.8 12.2 -22.7 12.5
5.3 4.6 -13.7 4.0
4.5 3.5 -22.0 3.7
$259 $268 3.6% $244
218 221 1.5 217
213 219 2.7 196
175 180 3.1 168

180

Counties without positive net entry in

Change

-4.6%
3.5
7.0

156.7
1.4

4.7%
5.0
4.6
7.4

sour ce Authors'analysis of data from HealthCare.gov. Health and dental plan datasets for researchers and issuers (Note 13 intext). notes Monthly premiums (rounded to
the nearest dollar) are for single coverage for atwenty-seven-year-old nonsmoker; they exclude premium tax credits. Counties with positive net entry are those in which
the number of insurers entering a federally run Marketplace in 201 5 exceeded the number of insurers leaving. All statistics are county-level averages weighted by
enrollment in the Marketplace as of January 2015. For counties with no reported enrollment, a de minimis enrollment of ten people was imputed. Plans offered in
Virginia with a rider covering treatments for morbid obesity were excluded (for an explanation, see Note 15 in text).
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Marketplaces, average premiums for the second-
lowest-cost silver plan for a twenty-seven-year-
old nonsmoker increased 2.0 percent, from $218
in 2014 to $222 in 2015 (Exhibit 1). At the same
time, average silver plan premiums increased
3.7 percent, from $257 to $266. In counties with
positive net entry in 2015, the average second-
lowest-cost silver plan premium increased just
1.5 percent, from $218 to $221. However, in
counties without positive net entry, the average
such premium rose 5.0 percent, from $217 to
$228. The pattern was similar for second-low-
est-cost bronze plan premiums.

In 2014, average silver plan premiums were
$259 in counties with positive net entry and
$244 in counties without it (Exhibit 1). Never-
theless, average silver plan premiums rose only
3.6 percent from 2014 to 2015 in counties with
positive net entry, compared to 4.7 percent in
counties without such entry. For average bronze
plan premiums, the increases were 2.7 percent
and 4.6 percent, respectively.

Exhibits 2 and 3 highlight the key relation-
ships we analyzed. They illustrate total enroll-
ment in the federally run Marketplaces associat-
ed with aparticular net change between 2014 and
2015 in the number of insurers and a change in
premiums. There is a negative, nonlinear rela-
tionship between the change in the number of

Changes In Second-Lowest-Cost And Median Silver Plan Premiums, By Net Change In
Number Of Insurance Carriers From 2014 To 2015

1 2 3 4 5

Net change in number of carriers

insurers operating in a county and the change in
the second-lowest-cost silver and median silver
plan premiums (Exhibit 2). A similar relation-
ship exists for bronze plans (Exhibit 3).

Exhibit 4 presents our multivariate results for
the federallyrunMarketplaces atthe county level
and for the combined federally run and state-
based Marketplaces at the rating area level. In
the federally run Marketplaces, one additional
insurer was associated with reductions in the
average premiums for the second-lowest-cost sil-
ver plan of 3.5 percent and for the average silver
plan of 1.2 percent. The average premiums for
the second-lowest-cost bronze plan and the me-
dian bronze plan were both 2.2 percent lower
with one additional insurer. A negative relation-
ship was evident across all six measures of fed-
erally run Marketplace premiums, although two
ofthese were insignificant at conventional levels
(Appendix Exhibit A2).5

When we examined federally run and state-
based Marketplaces together, we found that
one additional insurer was associated with a
2.0 percent reduction in the median silver pre-
mium (Exhibit 4). However, the other two re-
sults were small and not significantly different
from zero. States with state-based Marketplaces
had fewer net new insurers per rating area in
2015 (0.5), compared to states with federally
run Marketplaces (1.3; data not shown), which
may partly explain these findings.

We next considered only federally run Market-
places in the rating area analysis. The results
confirmed our finding of a reduction in the av-
erage premium for the second-lowest-cost silver
plan (a reduction of 2.2 percent, compared with
3.5 percent in the county-level analysis). The
magnitudes for other points in the distribution,
although not significant, were similar to our
county-level analysis of federally run Market-
places.

Because of our nonlinear specification, the ef-
fect of more than one insurer on premiums was
not simply the number of additional insurers
multiplied by the coefficients reported in Exhib-
it 4. If each insurer operating in a state in 2015
entered all counties in that state—in all likeli-
hood, an upper bound on potential insurer
entry—the average number ofinsurers in a coun-
tywould increase by3.4 (from 5.2 t08.6; datanot
shown).When we applied the results ofthe coun-
ty-level analysis, we found premium reductions
of 4.5 percent for the second-lowest-cost silver
plan, 3.7 percent for the average silver plan,

2.8 percent for the second-lowest-cost bronze
plan, and 4.3 percent for the median bronze
plan. These results suggest that the effect of entry
is muted after the entry of two or three additional
insurers.

sour ce Authors'analysis of data from HealthCare.gov. Health and dental plan datasets for research-
ers and issuers (Note 13 in text). notes Monthly premiums are for single coverage for a twenty-
seven-year-old nonsmoker in federally run Marketplaces. Plans offered in Virginia with a rider cov-
ering treatments for morbid obesity were excluded (for an explanation, see Note 15 in text). Change
in premiums is denoted by the lines and relates to the left-hand y axis. Change in enrollment is de-
noted by the bars and relates to the right-hand y axis.
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Our results support the idea that competitive
effects in the Marketplaces are partly a result of
incumbent responses to new entry. When we re-
calculated county-level changes in premiums ex-
cluding new entrants in 2015, we found a similar
relationship between entry and premiums (Ap-
pendix Exhibit A4).25 Incumbent insurers may
have anticipated that certain insurers would en-
ter their market in 2015, given the number of
people who participated in the Marketplaces
in 2014.

Discussion

Enrollmentin the Marketplaces was projected to
double from 2014 to 2015,26which made it likely
that insurers would consider entering the Mar-
ketplaces or expanding participation in them.
But increased insurer participation might not
have led to lower growth in premiums, because
insurers set premiums in 2015 with only prelim-
inary information on costs. There was also great
uncertainty about the operational success of the
Marketplaces in the second year, which had little
to do with the number of insurers in the Mar-
ketplaces.

Because we compared regions with more or
fewer insurers entering the market in 2015,
our descriptive and multivariate results show
that expanded entry did seem to have an effect
on premiums. And because we used differenced
regressions with a variety of controls, our results
were consistent with a causal interpretation that
an increase in the number of insurers reduces
premiums. However, the size of the effects dif-
fered by the premium measure and level of
analysis.

Our results indicate that jockeying to be the
lowest- or second-lowest-cost plan is an impor-
tant part ofthe mechanism of competition in the
Marketplaces. Using early data from the Market-
places, we found that both incumbent insurers
and new entrants appeared to be actively com-
peting to position their plans at the low end of
premiums for plans in the silver and bronze
tiers. For insurers attempting to gain market
share, this may be logical because the premium
subsidy is a fixed amount determined by the cost
of the second-lowest-cost silver premium and
family income. Individuals and families aiming
to minimize their out-of-pocket premium ex-
penses will likely prefer the lowest- or second-
lowest-cost silver plan. They can reduce premi-
um expenses further by selecting one of the
bronze options (although in that case they might
have to forgo cost-sharing subsidies if they are
eligible for them).

Our estimates of changes in premiums in the
Marketplaces due to competition are generally

DEC 34:12
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EXHIBIT 3

Changes In Second-Lowest-Cost And Median Bronze Plan Premiums, By Net Change In
Number Of Insurance Carriers From 2014 To 2015

Net change in number of carriers

sour ce Authors'analysis of data from HealthCare.gov. Health and dental plan datasets for research-
ers and issuers (Note 13 in text). notes Monthly premiums are for single coverage for a twenty-
seven-year-old nonsmoker in federally run Marketplaces. Plans offered in Virginia with a rider cov-
ering treatments for morbid obesity were excluded (for an explanation, see Note 15 in test). Change
in premiums is denoted by the lines and relates to the right-hand y axis. Change in enroliment is
denoted by the bars and relates to the left-hand y axis.

EXHIBIT 4

Changes In Monthly Premiums From 2014 To 2015 Arising From A Net Increase Of One
Insurer In A Marketplace

Plan Geographical Second-lowest- Average Median
tier scope cost plan plan plan
COUNTY-level analysis in federally run mar ketplaces

Silver FFM -3.5% **** -1.2%* -1.1%
Bronze FFM -2.2%*% -0.8 -2.2*

RATING area-level analysis in federally run and state-based mar ketplaces

Silver All
FFM only

-0.2 0.1
2.2% -0.6

-2.0*

Silver -2.4

sour ce:Authors' analysis of data from the following sources: (1) HealthCare.gov. Health and dental
plan datasets for researchers and issuers (Note 13 in text); and (2) Breakaway Policy Strategies.
2014 and 2015 ACA silver plan datasets (Notes 16 and 17 in text). notes Changes in monthly
premiums are for single coverage a twenty-seven-year-old nonsmoker. Percentage changes were
calculated as the sum of the variable net change in insurers and its squared term in each of the
multivariate differenced regressions. Plans offered in Virginia with a rider covering treatments
for morbid obesity were excluded (for an explanation, see Note 15 in text). Results of the
county-level analysis were derived from regressions reported in Appendix Table A2 (see Note 25
in text) and were weighted by enrollment in the Marketplaces as of January 201 5. Results of the
rating area-level analysis were derived from regressions reported in Appendix Table A3 (see
Note 25 in text) and were weighted by estimated nonelderly adult population in 2012. Colorado
and Massachusetts were excluded from the rating area-level analysis because Colorado altered
the boundaries for its rating areas between 2014 and 2015, and Massachusetts's rating areas
are not counties but collections of ZIP codes, which made it difficult to use consistent control
variables. Significance was calculated using Huber-White standard errors to correct for hetero-
scedasticity. *p < 0.10 ***p < 0.01 ****p < 0.001
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larger than similar estimates for non-ACA mar-
kets, such as employer-sponsored insurance
markets. The ACA standardized many features
ofhealth plans—for example, requiring coverage
of a set of minimum essential benefits. And un-
like enrollees in employer-sponsored plans,
Marketplace enrollees are not partially insulated
from premium costs through provisions in the
tax code. Both of these factors may help explain
these differences.

Our estimates of the effect of one additional
insurer on premiums are comparable to two re-
cent studies of the effect of insurer entry on ACA
premiums.910 However, in contrast to the results
of these studies, our models suggest that com-
petitive effects dissipate after two or three addi-
tional entrants.

In our analysis that combined results from all
states, the effects of insurer participation ap-
peared weaker than in our analysis of only states
with federally run Marketplaces. States that ran
their own Marketplaces were more likely to be
“active purchasers,” with officials soliciting in-
surer participation and directly negotiating with
insurers to set premiums for 2014 and 2015. For
instance, officials from California’s Marketplace
bargained for lower 2015 premiums by supplying
their own analysis of the health risk of enroll-
ees.2] States with state-based Marketplaces had
fewer new insurers entering on net in 2015 com-
pared to states with federally run Marketplaces.
This was the result of more exits by insurers from
state-based Marketplaces than from federally
run Marketplaces. While we cannot rule out
the smaller sample size at the rating area level
as a cause of this finding, insurer exit in state-
based Marketplaces may have largely offset the
potential for lower premiums from insurer entry.

The effects of competition on enrollee pay-
ments for Marketplace coverage are less certain

than the effects of competition on premiums.
Our results suggest that competition may have
varying effects across plans. Although premium
reductions can benefit all enrollees, unsubsi-
dized enrollees are most likely to benefit. Be-
cause subsidized enrollees pay any difference
between the premiums for the benchmark plan
and their chosen plan, reductions in premiums
for the benchmark plan will also reduce their
subsidy. Thus, out-of-pocket expenses for non-
benchmark plans may increase if the premiums
for those plans do not fall by the same magnitude
as the premium for the benchmark plan.

Our results for mean and median premiums
differed somewhat by the level of analysis. None-
theless, the strong effects on premiums for the
second-lowest-cost silver plans suggest that the
benefits of competition will likely have meaning-
ful effects on federal spending on subsidies. As
policy makers consider further legislative or reg-
ulatory changes to the Marketplaces, it will be
important to consider the likely impact of any
such change on insurer participation and the
subsequent effect on overall premiums and fed-
eral costs.

Conclusion

Given the limited experience with the Market-
places so far, future competitive dynamics are far
from certain. In particular, itis not clear whether
the new entrants in 2015 will be able to maintain
any competitive position they have established,
or whether their premiums were set as loss lead-
ers to gain longer-run market share. Finally, itis
not possible to know whether the chief effect of
competition is to reduce premiums in the short
run, or whether it might also have longer-run
impacts on the underlying growth of premiums
in the Marketplaces. m

This article has not been subject to the those of the authors, and no official Research and Quality is intended or
regular review and editing process of endorsement by the CBO, the should be inferred.
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The percentage of persons under
age 65 who were in families
having problems paying medical
bills decreased from 21.3%

(56.5 million) in 2011 to 16.5%
(44.5 million) in the first 6
months of 2015.

Within each year, from 2011
through June 2015, children aged
0-17 years were more likely than
adults aged 18-64 to be in families
having problems paying medical
bills.

The percentage of children aged
0-17 years who were in families
having problems paying medical
bills decreased from 23.2% in
2011 to 18.1% in the first 6
months of 2015.

In the first 6 months of 2015,
among persons under age 65,
29.8% of those who were
uninsured, 21.8% of those who
had public coverage, and 12.7% of
those who had private coverage
were in families having problems
paying medical bills in the past

12 months.

In the first 6 months of 2015,
24.5% of poor, 27.1% of near-
poor, and 12.2% of not-poor
persons under age 65 were in
families having problems paying
medical bills in the past

12 months.

Introduction

In the first half of 2011 through the first half of 2014, approximately one in five
persons under age 65 was in a family that had problems paying medical bills in the past
12 months (1-4). The number of persons who were in families having problems paying
medical bills decreased from 56.5 million in 2011 to 47.7 million in the first 6 months
of 2014 (4). This report provides updated estimates for the percentage of persons
under age 65 who were in families having problems paying medical bills, by selected
demographic variables, based on data from the National Health Interview Survey
(NHIS) for January 2011 through June 2015. Estimates for 2011-2014 were based on
full years of data and the 2015 estimates were based on data collected during the first 6
months of 2015. In this report, an NHIS “family”is defined as an individual or a group
of two or more related persons living together in the same housing unit. Thus, a family
can consist of only one person. In some instances, unrelated persons sharing the same
household, such as an unmarried couple living together, may also be considered a
family.

This report was produced by the NHIS Early Release (ER) Program, which releases
selected preliminary estimates prior to final microdata release. These estimates are
available from the NHIS website at http://www.cdc.gov/nchs/nhis.htm. For more
information about NHIS and the ER Program, see the Technical Notes and Additional
Early Release Program Products sections at the end of this report.

Figure 1. Percentage and number of persons under age 65 who were in families having problems paying
medical bills in the past 12 months, by year: United States, 2011-June 2015

Percent Number (in millions)

(Jan-Jun)

‘Significant linear decrease from 2011 through June 2015 (P <0.05)

NOTE:Data are based ousehold interviews ofa sample ofthe civilian noninstitutionalized population

SOURCE: CDC/NCHS, National Health Interview Survey, 2011-2015
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Among persons under age 65, 16.5% (44.5 million) were in families having problems paying medical bills in the first 6 months of
2015 (Figure 1 and Table).

The percentage of persons under age 65 who were in families having problems paying medical bills decreased from 17.9% (48.0
million) in 2014 to 16.5% (44.5 million) in the first 6 months of 2015.

The percentage of persons under age 65 who were in families having problems paying medical bills decreased from 21.3% (56.5
million) in 2011 to 16.5% in the first 6 months of 2015.

Figure 2. Percentage of persons under age 65 who were in families having problems paying medical bills
in the past 12 months, by sex and year: United States, 2011 -June 2015

‘Significantly different from females within each year (p <0.05).

Significant linear decrease from 2011 through June 2015 (p <0.05).

NOTE: Data are based on household interviews of a sample of the civilian noninstitutionalized population.
SOURCE: CDC/NCHS, National Health Interview Survey, 2011-2015.

Among persons under age 65, the percentage of males who were in families having problems paying medical bills decreased from
20.5% in 2011 to 15.8% in the first 6 months of 2015 (Figure 2).

Among persons under age 65, the percentage of females who were in families having problems paying medical bills decreased from
22.1% 1in 2011 to 17.3% in the first 6 months of 2015.

Within each year, females were more likely than males to have been in a family having problems paying medical bills.

Page |2 U.S. Department of Health and Human Setvices * Centers for Disease Control and Prevention ¢ National Center for Health Statistics * Released 12/2015
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Figure 3. Percentage of persons under age 65 who were in families having problems paying medical bills
in the past 12 months, by age group and year: United States, 2011-June 2015

Percent 2011 2012 2013 2014 2015 (Jan-Jun)

'Significantly different from age group 18-64 within each year @ <0.05).
Significant linear decrease from 2011 through June 2015 (p <0.05).

NOTE: Data are based on household interviews of a sample of the civilian noninstitutionalized population.
SOURCE: CDC/NCHS, National Health Interview Survey, 2011-2015.

Among children aged 0-17 years, the percentage who were in families having problems paying medical bills decreased from 23.2%
in 2011 to 18.1% in the first 6 months of 2015 (Figure 3).

Among adults aged 18-64, the percentage who were in families having problems paying medical bills decreased from 20.6% in
2011 to 15.9% in the first 6 months of 2015.

Within each year, children were more likely than adults aged 18-64 to be in families having problems paying medical bills.
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Figure 4. Percentage of persons under age 65 who were in families having problems paying medical bills
in the past 12 months, by health insurance coverage status and year: United States, 2011-June 2015

Percent 2011 2012 2013 2014 2015 (Jan-Jun)

‘Significant linear decrease from 2011 through June 2015 (p < 0.05).

Significantly different than Public coverage within each year (p <0.05).

Xignificantly different than Private coverage within each year (p < 0.05).

NOTE: Data are based on household interviews of a sample of the civilian noninstitutionalized population.
SOURCE: CDC/NCHS, National Health Interview Survey, 2011-2015.

* In the first 6 months of 2015, among persons under age 65, 29.8% of those who were uninsured, 21.8% of those with public
coverage, and 12.7% of those who had private coverage were in families having problems paying medical bills in the past 12
months (Figure 4)

*  Among persons under age 65 who were uninsured, the percentage who were in families having problems paying medical bills
decreased from 35.7% in 2011 to 29.8% in the first 6 months of 2015.

*  The percentage of persons with public coverage who were in families having problems paying medical bills decreased from 27.8%
in 2011 to 21.8% in the first 6 months of 2015.

*  The percentage of persons under age 65 with private coverage who were in families having problems paying medical bills decreased
from 14.9% in 2011 to 12.7% in the first 6 months of 2015.

*  Within each year, persons under age 65 who were uninsured were more than twice as likely as those who had private coverage to
be in families having problems paying medical bills.

*  Within each year, persons under age 65 who were uninsured were more likely than those who had public coverage to be in families
having problems paying medical bills.

*  Within each year, persons under age 65 who had public coverage were more likely than those who had private coverage to be in
families having problems paying medical bills.
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Figure 5. Percentage of persons under age 65 who were in families having problems paying medical bills
in the past 12 months, by poverty status and year: United States, 2011 -June 2015

Percent 2011 2012 2013 2014 2015 (Jan-Jun)

1Significant linear decrease from 2011 through June 2015 8 <0.05).

XSignificantly different than near-poor within years 2011,2012, and 2013 (p < 0.05).

Kignificantly different than not-poor within each year (p < 0.05).

NOTES: "Poor” persons are defined as those below the poverty threshold; "near-poor” persons have incomes of 100% to less than 200% of the
poverty threshold; and “not-poor” persons have incomes of 200% of the poverty threshold or greater. Data are based on household interviews of a
sample of the civilian noninstitutionalized population.

SOURCE: CDC/NCHS, National Health Interview Survey, 2011 -2015.

* Inthe first 6 months of 2015, among persons under age 65, 24.5% of those who were poor, 27.1% of those who were near-poor,
and 12.2% of those who were not-poor were in families having problems paying medical bills in the past 12 months (Figure 5).

*  The percentage of poor persons under age 65 who were in families having problems paying medical bills decreased from 32.1% in
2011 to 24.5% in the first 6 months of 2015.

*  The percentage of near-poor persons under age 65 who were in families having problems paying medical bills decreased from
34.6% in 2011 to 27.1% in the first 6 months of 2015.

*  The percentage of not-poor persons under age 65 who were in families having problems paying medical bills decreased from 15.2%
in 2011 to 12.2% in the first 6 months of 2015.

*  Within each year, persons under age 65 who were poor or near-poor were twice as likely as those who were not-poor to be in
families having problems paying medical bills.
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Figure 6. Percentage of persons under age 65 who were in families having problems paying medical bills
in the past 12 months, by race and ethnicity and year: United States, 2011-June 2015

Percent 2011 2012 2013 2014 2015 (Jan-Jun)
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‘Significant linear decrease from 2011 through June 2015 ip <0.05).

2Hispanic persons were significantly different from Non-Hispanic white, Non-Hispanic black, and Non-Hispanic Asian persons within each year
p <0.05).

3Non-Hispanic white persons were significantly different from Non-Hispanic black and Non-Hispanic Asian persons within each year (p <0.05).
4Non-Hispanic black persons were significantly different from Non-Hispanic Asian persons within each year (p <0.05).

NOTE: Data are based on household interviews of a sample of the civilian noninstitutionalized population.

SOURCE: CDC/NCHS, National Health Interview Survey, 2011-2015.

In the first 6 months of 2015, among persons under age 65, 20.0% of Hispanic, 14.7% of non-Hispanic white, 23.1% of
non-Hispanic black, and 6.7% of non-Hispanic Asian persons were in families having problems paying medical bills in the past 12
months (Figure 6).

The percentage of Hispanic persons under age 65 who were in families having problems paying medical bills decreased from 24.3%
in 2011 to 20.0% in the first 6 months of 2015.

The percentage of non-Hispanic white persons under age 65 who were in families having problems paying medical bills decreased
from 19.8% in 2011 to 14.7% in the first 6 months of 2015.

The percentage of non-Hispanic black persons under age 65 who were in families having problems paying medical bills decreased
from 27.3% in 2011 to 23.1% in the first 6 months of 2015.

The percentage of non-Hispanic Asian persons under age 65 who were in families having problems paying medical bills decreased
from 11.0% in 2011 to 6.7% in the first 6 months of 2015.

Within each year and among persons under age 65, Hispanic persons were more likely than non-Hispanic white persons or
non-Hispanic Asian persons, and less likely than non-Hispanic black persons, to be in families having problems paying medical
bills.

Within each year and among persons under age 65, non-Hispanic white persons were less likely than non-Hispanic black persons
and more likely than non-Hispanic Asian persons to be in families having problems paying medical bills.

Within each year and among persons under age 65, non-Hispanic black persons were more likely than non-Hispanic Asian persons
to be in families having problems paying medical bills.
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Table. Percentage and (standard error) of persons under age 65 who were in families having problems paying medical bills in the
past 12 months, by selected demographic characteristics and year: United States, 2011 -June 2015

Selected characteristic 2011 2012 2013 2014 2015 (Jan-Jun)
Total 21.3 (0.37) 20.4 (0.33) 19.4 (0.38) 17.9 (0.35) 16.5 (0.41)
Sex
Male 20.5 (0.38) 19.7 (0.34) 18.8 (0.40) 17.2 (0.35) 15.8 (0.46)
Female 22.1 (0.41) 21.1 (0.36) 20.1 (0.40) 18.6 (0.39) 17.3 (0.43)
Age group
0-17 years 23.2 (0.51) 22.0 (0.49) 21.0 (0.54) 19.2 (0.48) 18.1 (0.59)
18-64 years 20.6 (0.36) 19.8 (0.32) 18.8 (0.37) 17.4 (0.34) 15.9 (0.40)

Race and ethnicity

Hispanic 24.3 (0.72) 22.9 (0.64) 22.6 (0.64) 20.7 (0.73) 20.0 (0.91)
Non-Hispanic, white only 19.8 (0.47) 18.9 (0.46) 17.8 (0.47) 16.3 (0.44) 14.7 (0.52)
Non-Hispanic, black only 27.3 (0.85) 27.5 (0.73) 26.0 (0.88) 24.1 (0.85) 23.1 (1.18)
Non-Hispanic, Asian only 11.0 (0.87) 8.8 (0.72) 8.8 (0.83) 8.6 (0.76) 6.7 (1.01)
Non-Hispanic other races 26.7 (1.69) 26.2 (1.58) 23.6 (1.73) 23.1 (1.49) 20.5 (2.37)

Health insurance coverage status by
age group

Under 65 years:

Uninsured1 35.7 (0.76) 35.1 (0.63) 33.2 (0.69) 31.2 (0.81) 29.8 (1.19)

Private2 14.9 (0.33) 14.1 (0.33) 13.7 (0.42) 12.8 (0.34) 12.7 (0.42)

Public3 27.8 (0.62) 26.6 (0.63) 24.8 (0.61) 24.6 (0.61) 21.8 (0.75)
0-17 years:

Uninsured1 37.7 (1.76) 36.7 (1.65) 36.2 (1.73) 32.7 (1.85) 33.9 (3.56)

Private2 16.7 (0.52) 15.3 (0.57) 14.7 (0.65) 13.3 (0.54) 14.1 (0.73)

Public3 29.3 (0.80) 28.6 (0.81) 26.7 (0.82) 25.6 (0.76) 22.0 (0.95)
18-64 years:

Uninsured1 35.4 (0.74) 34.9 (0.64) 32.8 (0.67) 31.0 0.78) 29.2 (1.12)

Private2 14.4 (0.31) 13.8 (0.31) 13.4 (0.40) 12.6 (0.33) 12.3 (0.40)

Public3 26.2 (0.64) 24.6 (0.65) 23.0 (0.61) 23.7 (0.67) 21.6 (0.91)

Poverty status,4 by age group
Under 65 years:

Poor 32.1 (0.93) 31.0 (0.84) 29.3 (0.95) 27.3 (0.96) 24.5 (1.23)

Near-poor 34.6 (0.78) 33.9 (0.85) 32.9 (0.86) 28.4 (0.81) 27.1 (1.11)

Not-poor 15.2 (0.39) 14.0 (0.36) 13.8 (0.41) 12.8 (0.37) 12.2 (0.45)
0-17 years:

Poor 32.7 (1.23) 30.3 (1.13) 28.4 (1.22) 26.7 (1.23) 22.9 (1.48)

Near-poor 34.3 (1.08) 32.7 (1.14) 32.9 (1.20) 27.0 (1.02) 27.3 (1.54)

Not-poor 15.4 (0.59) 14.6 (0.54) 14.2 (0.65) 13.2 (0.56) 13.2 (0.77)
18-64 years:

Poor 31.8 (0.93) 31.4 (0.87) 29.8 (0.94) 27.7 (0.98) 25.6 (1.28)

Near-poor 34.7 (0.79) 34.5 (0.84) 33.0 (0.83) 29.0 (0.84) 27.0 (1.06)

Not-poor 15.1 (0.38) 13.8 (0.34) 13.7 (0.39) 12.6 (0.36) 11.9 (0.42)

Out-of-pocket medical expenses5
Less than $2,000 17.9 (0.36) 17.2 (0.34) 16.1 (0.36) 15.3 (0.35) 13.3 (0.45)
$2,000 or more 32.7 (0.79) 31.2 (0.78) 30.3 (0.80) 27.2 (0.79) 26.5 (1.06)

‘includes persons without private health insurance, Medicare, Medicaid, Children's Health Insurance Program (CHIP), state-sponsored or other government-sponsored health plan, or
military health plan. A person was also defined as uninsured if he or she had only Indian Health Service coverage or had only a private plan that paid for one type ofservice, such as
accidents or dental care.

includes any comprehensive private insurance plan (including health maintenance and preferred provider organizations). These plans include those obtained through an employer,
purchased directly, purchased through local orcommunity programs, or purchased through the Health Insurance Marketplace or a state-based exchange. Private coverage excludes
plansthat pay foronly one type ofservice, such as accidents ordental care. A small numberofpersonswere covered by both public and private plans and were included in both
categories.
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includes Medicaid, CHIP, state-sponsored orother government-sponsored health plan, Medicare (disability), and military plans. A small number of persons were covered by both
public and private plans and were included in both categories

4Based on family income and family size, using the U.S. Census Bureau's poverty thresholds. "Poor" persons are defined asthose below the poverty threshold, "near-poor" persons
have incomes of 100% to less than 200% ofthe poverty threshold, and "not-poor"” persons have incomes 0f200% ofthe poverty threshold or greater.The percentages ofrespondents
with unknown poverty status were 11.5% in 2011, 11.4% in 2012, 10.2% in 2013, 8.8% in 2014 and 8.5% in the first two quartersof2015. Estimates for persons with unknown poverty
status are not shown separately. For more information on the unknown income and poverty status categories, see the Survey Description Document forthe 2014 National Health
Interview Survey, available from:http://www.cdc.gov/nchs/nhis.htm.The estimates shown in this report may differ from estimates based on both reported and imputed income.

5Based on the following survey question: "The next question isabout money that [you have/yourfamily has] spent out of pocket on medical care. We do notwantyou to count health
insurance premiums, over-the-counterdrugs, or costs that you will be reimbursed for. In the past 12 months, about how much did [you/yourfamily] spend for medical care and
dental care?”

NOTES: Having problems paying medical bills in the past 12 months is based on the following survey question: "In the past 12 months did [you/anyone in the family] have problems
paying or were unable to pay any medical bills? Include bills for doctors, dentists, hospitals, therapists, medication, equipment, nursing home, or home care." Health insurance
pertainsto the sample person, whereas "problems paying medical bills" refers to the family as reported by the family respondent. Data are based on household interviews ofasample
ofthe civilian noninstitutionalized population.

SOURCE: CDC/NCHS, National Health Interview Survey, 2011-2015.

For additional tabulations on the payment for medical care from 2011-June 2015, two additional tables are available from the ER
program. One table presents estimates of the percentage of persons under age 65 who were in families that currently have medical bills
that they are unable to pay at all by selected demographics:

(http://www.cdc.gov/nchs/data/nhis/earlyrelease/bills_unable to pay at all 2011 2015.pdf). Another table presents estimate of the
percentage of persons under age 65 who were in families that currently have medical bills that they are paying over time by selected
demographics:

(http://www.cdc.gov/nchs/data/nhis/earlyrelease/bills_being paid overtime 2011 2015.pdf).
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Technical Notes

The Centers for Disease Control and Prevention’s (CDC) National Center for Health Statistics (NCHS) is releasing selected
estimates of problems paying medical bills in the past 12 months for the civilian noninstitutionalized U.S. population based on data
from the January 2011-June 2015 National Health Interview Survey (NHIS).

The estimates are being released prior to final data editing and final weighting to provide access to the most recent information
from NHIS. Differences between estimates calculated using preliminary data files and final data files are typically less than 0.1
percentage point. Estimates for 2011 through June 2015 are stratified by year, sex, age group, race and ethnicity, poverty status,
health insurance coverage status, and out-of-pocket medical expenses. All estimates in this report are based on preliminary data files.

Data source

Data used to produce this Early Release (ER) report are derived from the NHIS Family Core and Supplemental components from
January 2011 through June 2015. These components collect information on all family members in each household. Data analysis was
based on information collected on 417,326 persons in the Family Core and Supplemental components. Visit the NHIS website at
http://www.cdc.gov/nchs/nhis.htm_for more information about the design, content, and use of NHIS.

Estimation procedures

NCHS creates survey weights for each calendar quarter of the NHIS sample. The NHIS data weighting procedure is described in
more detail at http://www.cdc.gov/nchs/data/series/sr_02/sr02 165.pdf. Estimates were calculated using the NHIS survey weights,
which are calibrated to census totals for sex, age, and race and ethnicity of the U.S. civilian noninstitutionalized population. Weights
for the 2011 NHIS were derived from 2000 census-based population estimates. Weights for the 2012, 2013, 2014 and 2015 NHIS data
were derived from 2010 census-based population estimates.

Point estimates, and estimates of their variances, were calculated using SUDAAN software to account for the complex sample
design of NHIS. The Taylor series linearization method was chosen for variance estimation.

Unless otherwise noted, all estimates shown meet the NCHS standard of having less than or equal to 30% relative standard error.
Differences between percentages or rates were evaluated using two-sided significance tests at the 0.05 level. Terms such as “more
likely” and “less likely” indicate a statistically significant difference. Terms such as “similar” and ‘“no difference” indicate that the
estimates being compared were not significantly different. Lack of comment regarding the difference between any two estimates does
not necessarily mean that the difference was tested and found to be not significant.

Definitions of selected terms

Health insurance coverage at interview—The “private health insurance coverage” category includes persons who had any
comprehensive private insurance plan (including health maintenance and preferred provider organizations). These plans include those
obtained through an employer, purchased directly, purchased through local or community programs, or purchased through the Health
Insurance Marketplace or a state-based exchange. Private coverage excludes plans that pay for only one type of service, such as
accidents or dental care. The “public health plan coverage” category includes Medicaid, Children’s Health Insurance Program (CHIP),
state-sponsored or other government-sponsored health plans, Medicare, and military plans. A small number of persons were covered
by both public and private plans and were included in both categories. A person was defined as uninsured if he or she did not have, at
the time of the interview, any private health insurance, Medicare, Medicaid, CHIP, state-sponsored or other government-sponsored
health plan, or military plan. A person was also defined as uninsured if he or she had only Indian Health Service coverage or had only a
private plan that paid for one type of service, such as accidents or dental care. The analyses excluded persons with unknown health
insurance status (about 1% of respondents each year). Data on health insurance status were edited using an automated system based
on logic checks and keyword searches. For comparability, the estimates for all years were created using these same procedures. Health
insurance information is collected for all persons in a family and is reported on an individual basis.

Family—An individual or a group of two or more related persons who are living together in the same occupied housing unit (i.e.,
household) in the sample. In some instances, unrelated persons sharing the same household, such as an unmarried couple living
together, may also be considered one family.

Poverty status—Based on the ratio of the family’s income in the previous calendar year to the appropriate poverty threshold
(given the family’s size and number of children) defined by the U.S. Census Bureau for that year (5-9). Persons categorized as “poor”
have a poverty ratio less than 100% (i.e., their family income was below the poverty threshold); “near-poor” persons have incomes of
100% to less than 200% of the poverty threshold; and “not-poor” persons have incomes that are 200% of the poverty threshold or
greater. The percentage of respondents with unknown poverty status from January 2011 through June 2015 averaged 10.2%. For
more information on unknown income and unknown poverty status, see the NHIS Survey Description Document for 2014:
http://www.cdc.gov/nchs/nhis.htm.
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NCHS provides imputed income files, which are released a few months after the annual release of NHIS microdata and are not
available for the ER updates. Therefore, estimates stratified by poverty status in this ER report are based on reported income only and
may differ from similar estimates produced later that are based on both reported and imputed income.

Problems paying medical bills in the past 12 months—Based on the following question: “In the past 12 months, did [you/
anyone in the family] have problems paying or were unable to pay any medical bills? Include bills for doctors, dentists, hospitals,
therapists, medication, equipment, nursing home, or home care.” This question was answered by the family respondent on behalf of
everyone in the family.

Additional Early Release Program Products

Additional reports are published through the ER Program. Early Release of Selected Estimates Based on Data From the National
Health Interview Survey is published quarterly and provides estimates of 15 selected measures of health. Measures of health include
estimates of health insurance, having a usual place to go for medical care, obtaining needed medical care, influenza vaccination,
pneumococcal vaccination, obesity, leisure-time physical activity, current smoking, alcohol consumption, HIV testing, general health
status, personal care needs, serious psychological distress, diagnosed diabetes, and asthma episodes and current asthma.

Health Insurance Coverage: Early Release ofEstimates From the National Health Interview Survey is published quarterly and provides
detailed estimates of health insurance coverage.

Wireless Substitution: Early Release of Estimates From the National Health Interview Survey is published biannually and provides
selected estimates of telephone coverage in the United States.

In addition to these reports, preliminary microdata files containing selected NHIS variables are produced as part of the ER
Program. For the 2015 NHIS, these files are made available four times: in August 2015, November 2015, February 2016 and May 2016.
NHIS data users can analyze these files through the National Center for Health Statistics Research Data Center without having to wait
for the final annual NHIS microdata files to be released.

New measures may be added as work continues and in response to changing data needs. Feedback on these releases is welcome
(nhislist@cdc.gov).

Announcements about Early Releases, other new data releases, publications, or corrections related to NHIS will be sent to
members of the HISUSERS e-mail list. To join, visit the Centers for Disease Control and Prevention website at
http://www.cdc.gov/subscribe.html.
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Executive Summary

The Affordable Care Act established the Rate Review and the Rate Review Grants Programs, 1
which became effective in 2011. These programs, coupled with several critical protections for
consumers who purchase non-grandfathered health insurance coverage in the individual and
small group markets, have brought new levels of scrutiny and transparency to health insurance
rates in those markets. Increased review has resulted in some issuers lowering their rates
(implemented compared to proposed), while increased transparency allows consumers to view
rate information that was not previously available. In 2015, rate review reduced total
premiums for renewed single risk pool plans by an estimated $1.1 billion in the individual
market and by $418 million in the small group market.

Background

Before the enactment ofthe Affordable Care Act, annual premium increases in the individual
market were highly variable and increases often averaged 10 percent or more at the state-level.
From 2008 to 2010, the average annual rates of premium increases in the individual market
ranged from 9.9 percent to 11.7 percent. In 2010, many increases were in the range of 9 percent
to 15 percent, but a full quarter ofissuers increased premiums by 15 percent or more. The
average annual state-level increase was 10 percent or higher.2

After the enactment ofthe Affordable Care Act, average rate increases in the individual market
moderated to 7.0 percent in 2011 and 7.1 percent in 2012. The average rate increase was 10.3
percent in 2013, but would have been 8.7 percent if the high increases in one outlier state were
excluded. This report shows that rate increases have remained moderate since 2013. The
average rate increase in the individual market was 2.4 percent in 2014 and 6.9 percent in 2015.
In the small group market, the average annual rates of increase were 6.1 percent in 2011, 4.7
percent in 2012 and 7.1 percent in 2013.3 Small group rate increases have also remained

moderate since 2013. In the small group market, the average rate increase was 3.6 percent in
2014 and 4.3 percent in 2015.

1Section 2794 of the Public Health Service Act (PHSA).

2HHS (2011), Rate Review Works: Early Achievements of Health Insurance Rate Review Grants. See
https://www.cms.gov/CClIO/Resources/Files/Downloads/rate review report 092011.pdf.

HHS (2012), Trends in Premiums in the Small Group and Individual Insurance Markets, 2008-2011. See
http://www.aspe.hhs.gov/health/reports/2014/Premiums/20121119%20PremTrendsRptFnl.pdf.

Annual Rate Review Reports for prior years are available at:
https://www.cms.gov/CCllO/Resources/Forms-Reports-and-Other-Resources/rate-reviewQ9112012a.html:
http://aspe.hhs.gov/health/reports/2013/acaannualreport/ratereview rpt.pdf; and http://aspe.hhs.gov/pdf-
report/rate-review-annual-report-calendar-year-2013.

3 HHS (2011), Rate Review Works: Early Achievements of Health Insurance Rate Review Grants. See
https://www.cms.gov/CClIO/Resources/Files/Downloads/rate review report 092011.pdf.

HHS (2012), Trends in Premiums in the Small Group and Individual Insurance Markets, 2008-2011. See
http://www.aspe.hhs.gov/health/reports/2014/Premiums/20121119%20PremTrendsRptFnl.pdf.



Increased Review

Since September 1, 2011, all issuers requesting rate increases of 10 percent or more for non-
grandfathered products in the individual and small group markets are required to submit a rate
filing justification to the Secretary of the Department of Health and Human Services (HHS).
States with effective rate review programs review these proposed rate increases to determine
whether they are unreasonable in accordance with the federal definition* and their review has to
incorporate all of the factors listed in 45 CFR 154.301. For states without effective rate review
programs,” HHS conducts the review of issuers’ proposed rate increases of 10 percent or more
for non-grandfathered plans in the individual and small group markets.

Through the Rate Review Grants Program, HHS provided $250 million in grants to 45 states and
the District of Columbia in fiscal years 2010 through 2014 to establish and enhance rate review
programs. States have used grant funds for many activities including: hiring and contracting with
actuaries to review rates; creating rate filing instructions for issuers; improving state websites to
display rate review information; and hiring additional staft to facilitate the rate review process.

Increased Transparency

States with an effective rate review program must post information for proposed increases of 10
percent or more to their state website or provide HHS's web address for such information, and
must have a mechanism for receiving public comments on those proposed rate increases. After
review, those states must post final increases or provide HHS’s web address for such
information.

In some states, the insurance regulator has the authority to deny or reduce unreasonable rates. In
other states, the regulator cannot prevent an issuer from implementing a rate increase that was
deemed unreasonable. However, the issuer must publicly disclose, in a prominent location on its
website, that the rate increase was deemed unreasonable by the state, and provide a final
justification for implementing the unreasonable rate increase.

2014 Market Reforms

Many additional health insurance market reforms went into effect in 2014. Two of those
reforms directly impact the way that issuers are allowed to set rates. Issuers selling non-
grandfathered coverage in the individual and small group (or merged) markets are required to
adhere to new rating rules that limit permissible rating factors to geographic location, single vs.
family coverage, age (within a 3 to 1 band), and tobacco use (within a 1.5 to 1 band).®
Additionally, issuers are required to set rates based on all enrollees in a single risk pool, on and

4 See 45 CFR 154.205(a): “The rate increase is an unreasonable rate increase if the increase is an excessive rate
increase, an unjustified rate increase, or an unfairly discriminatory rate increase”.

5 There are currently five states without Effective Rate Review Programs: Alabama, Missouri, Oklahoma, Texas, and
Wyoming.

645 CFR 147.102



offthe Health Insurance Marketplace.7 Grandfathered and transitional plans are not subject to
those limited rating factors and risk pool requirements.

Rate Review Annual Reports

This is the fourth Rate Review Annual Report issued by HHS.8 In prior years, the annual reports
generally relied on retrospective data submitted through the Rate Review Grants program.
Grantee states report information such as the average initial rate increase requested and final rate
increase approved. Results from the 40 grantee states in the individual market and 37 grantee
states in the small group market were extrapolated in order to provide national estimates of the
premium reductions resulting from the decrease between initial and final rates. Since grantee
states reported information retrospectively, prior annual reports contained results from the
preceding calendar year (e.g. the 2014 annual report provided estimates using 2013 calendar year
data).

Starting with coverage for calendar year 2014, an issuer is required to submit the Unified Rate
Review Template (URRT) to HHS if'it has any single risk pool plan in the individual or small
group market with a rate increase of any size.9 The URRT, which contains information about
rate increases and the issuer’s projections for enrollment and utilization for the following
calendar year, is submitted by issuers through the Unified Rate Review (URR) module in the
Health Insurance Oversight System (HIOS). While the grants data that was used for prior year
reports was retrospective, the URRT data is prospective.

This report relies on the self-reported URRT data submitted by issuers in 2013 and 2014 with
estimates for single risk pool coverage effective in calendar years (CY) 2014 and 2015.

Report Methodology

Before analyzing the URRT data, we removed records with missing, zero, or duplicate values
for projected enrollment, or records that were otherwise labeled by the issuer as terminated or
deactivated plans. When estimating total projected premium or enrollmentlQ we include records
for renewing plans and for new plans. We exclude new plans when calculating weighted
average rate changes because issuers cannot measure a rate increase for plans offered for the
first time.

To estimate the impact ofthe Rate Review and Rate Review Grants Programs, we compare the

745 CFR 156.80

8 Prior year reports are available at:
http://www.cms.eov/CCIlIO/Resources/Forms-Reports-and-Other-Resources/rate-reviewQ9112012a.html:
http://aspe.hhs.gov/health/reports/2013/acaannualreport/ratereview rpt.pdf; and
http://aspe.hhs.gov/pdf-report/rate-review-annual-report-calendar-year-2013.

9lssuers who are not requesting rate increases for their respective non-grandfathered individual or small group coverage must
also submit the URRT to HHS if the issuer is offering coverage on the Federally Facilitated or State Partnership Marketplaces or
if a state regulator requires issuers to use the URRT for all rate filings.

10 Enrollment counts in this report are projections provided by issuers in the URRT and do not represent actual
enrollment.



issuer’s rate increase originally requested in their first URRT submission for a given calendar
year to the final revised URRT submission for the same calendar year.!! For single risk pool
products with a proposed rate increase that was reduced before it was finalized, we multiply the
projected premium for the product by the difference between the requested rate and the final
rate.!? We then sum the product level savings results to arrive at a national estimate of total
reduced premiums for each year.

2014 Individual & Small Group Markets

Single risk pool plans in the individual and small group market had to newly comply with 2014
market reforms such as essential health benefits, actuarial value, maximum out-of-pocket limits,
and other required changes to benefit design. As a result, over 80 percent of rate filings for the
2014 calendar year were for new single risk pool products that issuers created in order to comply
with those reforms. As mentioned previously, we cannot estimate rate increases or premium
reduction for new products because the new products were not offered in the previous year.
Thus, the analyses for 2014 are more limited than analyses for prior or future years.

Individual Market

429 issuers submitted 1,130 single risk pool product rate filings for the individual market in
2014. Due to the new insurance market rules discussed above that went into effect in 2014, only
307 of the 1,130 products were renewing (offered in 2013 and in 2014)). Among those filings for
renewing products, the average rate increase requested was 2.6 percent and the average
implemented was 2.4 percent. We do not provide estimates of individual market premium
reductions for CY 2014 because so few filings were for renewing products and such an estimate
would only include 20 percent of total filings, which would not accurately reflect the entire
individual market.

Small Group Market

366 issuers submitted 1,093 single risk pool product rate filings in the small group market in
2014. 129 of the 1,093 filings were for renewed products. Among those filings for renewed
products, the average rate increase requested was 3.7 percent and the average implemented was
3.6 percent. We did not estimate small group market premium reductions for CY 2014 because
such an estimate would only include 12 percent of total filings in the entire small group market.

2015 Individual & Small Group Markets

For 2015, most of the rate filings were for existing single risk pool products with rate changes.
Products with rate changes include plans with increases and decreases. This provided a larger

11 Some issuers refiled the URRT several times before submitting the final version of the URRT. In this case, we define the
requested rate increase as the highest value of the proposed rate increase from all submissions prior to the final submission.
12 For rate increases that were subject to review, some state regulators manually enter the final modified rate increase in
HIOS and do not require issuers submit a revised URRT. If the regulator enters a lower rate increase than the rate
increase in the issuer’s most recent URRT, we treat the regulator-reported value as the final rate increase.



basis for analysis of estimates of premium reductions.
2015 Key Findings

e Rate review reduced total premiums for renewed single risk pool plans by an
estimated $1.1 billion in the individual market and by $418 million in the small group
market, for a total of $1.5 billion.

e The weighted average rate increase implemented for single risk pool coverage was
6.9 percent in the individual market (8.7 percent initially requested) and 4.3 percent in
the small group market (5.1 percent initially requested).

e After rate review in the individual market, the number of double digit rate requests
dropped by nearly one-quarter.

¢ In the individual market, 30 percent of covered lives were projected to enroll in
single risk pool plans with a rate increase that was reduced or denied. In the small
group market, the projection percentage was 19.6. Altogether, an estimated 6.5
million consumers benefited from rate review.

e The number of issuers submitting a URRT in the individual or small group
market grew from 795 in 2014 to 1,195 in 2015, and the number of products
included on the URRTSs nearly doubled.

Individual Market

577 issuers submitted 1,933 single risk pool product rate filings for the individual market in
2015. 683 of the 1,933 products were new (not offered in 2014). 443 of the 1,250 rate filings for
renewed products requested a rate increase of 10 percent or more. Among all single risk pool
filings with a rate change request of any size, the average rate increase requested was 8.7 percent
and the average implemented was 6.9 percent. After the review process was complete, the
percentage of filings with a rate increase of 10 percent or more dropped by approximately 24
percent. We estimate premiums were reduced by $1.1 billion in the individual market for single
risk pool coverage in CY 2015 based on the difference between the requested and implemented
rate changes.

Table 1: Rate Change Requested Versus Rate Change Implemented in the Individual
Market in 2015 for Single Risk Pool Coverage

Individual Market, CY 2015 Requested Implemented
[Number of Issuers 577
[Number of Product Rate Filings 1,933
[Number of Rate Filing for New Products 683
[Number of Filings with Rate Changes requested >10% 443 337




Individual Market, CY 2015

Requested

Average rate change for renewing products:

Implemented

All filings with a requested rate change 8.7% 6.9%
'When requesting increase >10% 17.7% 14.0%
Projected Covered Lives:

Number of covered lives affected by rate filings 15.1 million
Covered lives with rate change requested >10% (%) 33.4% 28.6%
Covered lives with rate change request reduced or denied 30.0%

(o)

Estimated Reduction in Premium $1.1 billion

Source: Unified Rate Review Templates, CY 2015

Small Group Market

618 issuers submitted 2,377 product rate filings in the small group market in 2015. 787 of the
2,377 products were new (not offered in 2014). 251 of the 1,590 rate filings for renewed
products requested a rate increase of 10 percent or more. Among products with a rate change of
any size, the average rate increase requested was 5.1 percent and the average implemented was
4.3 percent. We estimate premiums were reduced by $418 million in the small group market for
single risk pool coverage in CY 2015 based on the difference between the requested and

implemented rate changes.

Table 2: Rate Change Requested Versus Rate Change Implemented in the Small Group
Market in 2015 for Single Risk Pool Coverage

Small Group Market, CY 2015

Requested Implemented

[Number of Issuer

618

[Number of Product Rate Filings

2377

[Number of Rate Filing for New Products

787

[Number of Filings with Rate Changes requested >10%

251

220

Average rate change for renewing products:

All filings with a requested rate change

5.1%

43%

'When requesting increase >10%

15.3%

12.1%

Projected Covered Lives:




Small Group Market, CY 2015 Requested Implemented
Number of covered lives affected by rate filings 10.1 million
Covered lives with rate change requested >10% (%) 17.7% 15.5%
Covered lives with rate change request reduced or denied 19.6%
()
Estimated Reduction in Premium $418 million

Source: Unified Rate Review Templates, CY 2015

Conclusion

The rate review provisions of the Affordable Care Act enhance scrutiny and transparency in the
health insurance market and hold issuers accountable for rate increases. Rate increases are now
public information, and issuers of single risk pool products must provide data on requested
increases of any size. We estimate that 6.5 million consumers benefited from $1.5 billion in
premium savings in 2015 ($1.1 billion in the individual market and over $400 million in the
small group market) for single risk pool coverage as a result of the rate review program.

In addition, the data indicates an increase in competition in the individual market and more
product choice for consumers from 2014 to 2015. The number of issuers submitting the URRT in
the individual market grew from 429 in 2014 to 577 in 2015. In the small group market, the
number of issuers submitting the URRT increased by nearly 70 percent.'* The number of product
filings nearly doubled from 2014 to 2015. The increase in issuers and products was
accompanied by an increase in projected covered lives. The number of consumers projected to
purchase coverage in the individual market increased by 11 percent (13.5 million in 2014 to 15.1
million in 2015). In the small group market, there are almost 100,000 more projected enrollees in
2015 than in 2014 (10.1 million in 2015 and 10 million in 2014).

Moving forward, issuers will continue to submit data for requested rate increases of any size for
single risk pool plans. The accrual of multiple years of data will improve our ability to assess
rate impacts on the market as a whole, compare rate increases across states and issuers, and
monitor changes over time. Using both historical and new filings, HHS will continue to
monitor the long-term trend of requested and implemented rate increases in the individual and
small group health insurance markets.

13 The increase in filings does not necessarily reflect an increase in the number of issuers offering
coverage. In several states operating a State-based Marketplace, new issuers (or existing issuers offering
only new products) were not required to submit the URRT.
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The Cost of the Individual Mandate Penalty for the
Remaining Uninsured

Matthew Rae, Anthony Damico, Cynthia Cox, Gary Claxton, Larry Levitt

The Affordable Care Act (ACA) expands health insurance coverage by offering both penalties and incentives.
Low and middle income households who earn too much to qualify for Medicaid can purchase subsidized
coverage on the health insurance marketplaces using premium assistance tax credits. Individuals who do not
obtain coverage, through any source, are subject to a tax penalty unless they meet certain exemptions. The
penalties under the so-called individual mandate were phased in over a three-year period starting in 2014 and
are scheduled to increase substantially in 2016. A key area of uncertainty for 2016 is how much the increased
penalties will encourage uninsured people - particularly those who are healthy - to obtain coverage, boosting
enrollment in the marketplaces and improving the insurance risk pool. This analysis provides estimates ofthe
share of uninsured people eligible to enroll in the marketplaces who will be subject to the penalty, and how
those penalties are increasing for 2016.

How the Individual Mandate Works

People are generally required to be covered by a health insurance policy which meets minimum standards or
pay atax penalty.

Some individuals are exempt from the penalty, including undocumented immigrants, those whose incomes are
so low that they are not required to file taxes, people with incomes below 138% of poverty in the “Medicaid gap’
in states that have not expanded eligibility for Medicaid under the ACA, people who have to pay more than
8.13% of household income for insurance (taking into account any employer contributions or subsidies) and
certain individuals who have membership in certain groups or face a particular hardship.
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For those who are uninsured and do not meet one ofthe exemptions, the penalty for 2016 is calculated as the
greater oftwo amounts:

1. A flat dollar amount equal to $695 per adult plus $347.50 per child, up to a maximum of $2,085 for the
family.

2. 2.5% of family income in excess of the 2015 income tax filing thresholds ($10,300 for a single person and
$20,600 for a family).

The penalty can be no more than the national average premium for a bronze plan (the minimum coverage
available in the individual insurance market under the ACA), which was $2,484 in 2015 for single coverage and



$12,420 for a family ofthree or more children. The penalty is pro-rated for people who are uninsured for a

portion ofthe year and waived for people who have a period without insurance ofless than three months.
As the table below shows, the penalty amounts have increased substantially since 2014.

Table 1: Penalties Under the Individual Mandate

Prior Tax Year rrior Tax Year

- Filin
Year Percent of Per Adult Household Th::;rl‘lild Thresht?ld - Affordability
Income (%) Penalty ($) Penalty ($) Individual l-\:?;:iledufriltilr;? Standard (%)
under 65 ($) J 65y )
2014 1 95 285 10,000 20,000 8
2015 2 325 975 10,1 50 20,300 8.05
2016 2.5 695 2,085 10,300 20,600 8.13

Estimates of the Actual Penalties People Will Face

To assess how effective the individual mandate may be in increasing marketplace enrollment, we looked at how

penalties are increasing for people who were uninsured in early 2015 and are “marketplace eligible.” This

includes non-elderly people

eligible for marketplace o
Percent of Uninsured Individuals who are Members of Households

Subject to Shared Responsibility Payments, 2016

subsidies as well as those
who are not because their
incomes are too high, but
excludes people who are
Medicaid-eligible, in the
“Medicaid gap,” or eligible
for employer coverage. 1We
estimate that 78% of people
who are uninsured and
marketplace eligible would
be subject to the individual

mandate penalty if they

remain uninsured in 2016, y g N ) . .
Individuals Eligible for Marketplace- Individual Eligible to Purchase Marketplace All Uninsured Individuals who are Eligible

lncludlng 75% OfpeOple Subsidy Plan, not Eligible for a Subsidy to Purchase a Marketplace Plan

who are eligible for
premium subsidies and
SOURCE: Kaiser Family Foundation Analysis of the Current Population Survey, 2015.

84% of people who are not.
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Among individuals who
were uninsured in early
2015 and eligible to enroll
in the marketplace, the
average household
penalty in 2016 is $969.
This is up 47% from the
average estimated
penalty this year of $661.
Those who are eligible for
premium subsidies will
face an average
household penalty of
$738 in 2016, while the
average household
penalty totals $1,450 for
uninsured individuals not
eligible for any financial
assistance.

Figure 2

Among Uninsured Individuals, the Average Household Shared
Responsibility Penalty, 2015-2016

s o 2015
1,450

o 2016

$969

$738

All Uninsured Individuals who are
Eligible to Purchase a Marketplace Plan

Individuals Eligible for Marketplace-
Subsidy

Individual Eligible to Purchase
Marketplace Plan, not Eligible for a
Subsidy

NOTE: Includes individuals who have a household penalty of zero dollars.

SOURCE: Kaiser Family Foundation Analysis of the Current Population Survey, 2015.

About 7 million uninsured people are eligible for marketplace premium subsidies and are a key target group for

increasing marketplace enrollment. Almost half (48%) of them could, in fact, buy a bronze plan for a zero

premium contribution or for less than the penalty they would owe for remaining uninsured, including 28% who

could buy a bronze plan using their premium subsidy for a zero premium. In other words, 3.5 million subsidy-

eligible uninsured people
could either get coverage
for free or end up paying
less by enrolling in
marketplace coverage
than by remaining
uninsured and paying the
individual mandate
penalty. However, bronze
plans come with high
deductibles and low-
income enrollees may be
better off financially
enrolling in silver plans
that have higher
premiums but are eligible
for cost-sharing
subsidies.

Figure 3

Percent of Uninsured who are Members of Households Where the
Shared Responsibility Payment isthe Same Amount or Greater than
the Cost of a Marketplace Plan, 2016

o Percent of Individuals whose Household Can Obtain Bronze Plan for Zero Cost or for Less than Mandate Penalty

o Percent of Individuals whose Household Can Obtain Silver Plan for Zero Cost or for Less than Mandate Penalty

48%

34%

5%
o 1%
r i

Individual Eligible to Purchase
Marketplace Plan, not Eligible for a
Subsidy

All Uninsured Individuals who are
Eligible to Purchase a Marketplace Plan

Individuals Eligible for Marketplace-
Subsidy

SOURCE: Kaiser Family Foundation Analysis of the Current Population Survey, 2015.
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In total, out of almost 11 million uninsured people who are eligible to enroll in marketplace coverage either
with or without financial assistance, 7.1 million would pay less for any penalty than they would to buy the least

expensive insurance available to them.

Discussion

Increasing enrollment in the ACA’s health insurance marketplaces would help to reduce the number of people
uninsured and keep premium increases down as more healthy people sign up. Premium subsidies are an
important “carrot”to attract new enrollees. As penalties grow in 2016, the “stick” ofthe individual mandate
may also become an increasingly significant factor in the household decisions about whether to buy insurance.

However, the effectiveness ofthe individual mandate as a tool to increase enrollment will depend on how
prominent a place it occupies in outreach messaging. And, emphasizing the mandate to obtain coverage
presents challenges for ACA advocates since it is the most unpopular part ofthe law. At the same time, lack of
knowledge about the increasing penalties under the mandate could lead to unpleasant surprises when people
file their 2016 taxes in early 2017.

Matthew Rae, Cynthia Cox, Gary Claxton, and Larry Levitt are with the
Kaiser Family Foundation. Anthony Damico is an independent consultant
to the Kaiser Family Foundation.

Methods:

This analysis uses data from the 2015 Current Population Survey (CPS) Annual Social and Economic
Supplement (ASEC). The CPS ASEC provides socioeconomic and demographic information for the United
Sates population and specific subpopulations. Importantly, the CPS ASEC provides detailed data on families
and households, which we use to determine income for ACA eligibility purposes.

The CPS asks respondents about coverage at the time of the interview (for the 2015 CPS, February, March, or
April 2015) as well as throughout the preceding calendar year. People who report any type of coverage
throughout the preceding calendar year are counted as “insured.” Thus, the calendar year measure of the
uninsured population captures people who lacked coverage for the entirety of 2014 (and thus were uninsured
at the start of 2015). We use this measure of insurance coverage, rather than the measure of coverage at the
time of interview, because the latter lacks detail about coverage type that is used in our model. Based on other
survey data, as well as administrative data on ACA enrollment, it is likely that a small number of people
included in this analysis gained coverage in 2015.

Medicaid and Marketplaces have different rules about household composition and income for eligibility. For
this analysis, we calculate household membership and income for both Medicaid and Marketplace premium tax

The Cost of he Individual Mandate Penalty for the Remaining Uninsured 4



credits for each person individually, using the rules for each program. For more detail on how we construct

Medicaid and M arketplace households and count income, sece the detailed technical Appendix A available here.

Undocumented immigrants are ineligible for Medicaid and Marketplace coverage. Since CPS data do not
directly indicate whether an immigrant is lawfully present, we draw on the methods underlying the 2013
analysis by the State Health Access Data Assistance Center (SHADAC) and the recommendations made by Van
Hook et. al.23This approach uses the Survey of Income and Program Participation (SIPP) to develop a model
that predicts immigration status; it then applies the model to CPS, controlling to state-level estimates of total
undocumented population from Department of Homeland Security. For more detail on the immigration
imputation used in this analysis, see the technical Appendix B available here.

Individuals in tax-filing units with access to an affordable offer of Employer-Sponsored Insurance are still
potentially MAGI-eligible for Medicaid coverage, but they are ineligible for advance premium tax credits in the
Health Insurance Exchanges. Since CPS data do not directly indicate whether workers have access to ESI, we
draw on the methods comparable to our imputation of authorization status and use SIPP to develop a model
that predicts offer of ESI, then apply the model to CPS. For more detail on the offer imputation used in this
analysis, see the technical Appendix C available here.

The household contribution for a marketplace plan includes the cost of covering all subsidy-eligible individuals
in the tax filing unit, including those who might currently be purchasing non-group coverage outside ofthe
exchange. Individuals who are eligible for a Basic Health Plan in New York or Minnesota are included as
subsidy-eligibles in this analysis. The penalty for each uninsured non-elderly individual is based on the
number of uninsured people in the household. The cost ofthe average bronze plans in 2016 is estimated by
inflating the 2015 average by the growth between 2014 and 2015. In this analysis, households with incomes
below the relevant tax filing threshold, in the Medicaid gap, or where the cost ofthe cheapest available
(subsidized) bronze plan exceeds the affordability standard are considered to not have a penalty. Individuals
ineligible to purchase marketplace coverage, such as undocumented immigrants, are excluded from the
analysis. There may be additional exemptions which individuals are eligible for, including particular hardships
such as medical debt or domestic violence and membership in groups such as a health care sharing ministry or
a recognized Indian tribe. Individuals 65 or above are excluded from the analysis.

Endnotes

1Individuals who are eligible for a Basic Health Plan in New York and Minnesota, and who would otherwise be eligible for subsidized
coverage, are considered marketplace-subsidy eligible in this analysis.

2State Health Access Data Assistance Center. 2013. “State Estimates of the Low-income Uninsured Not Eligible for the ACAMedicaid
Expansion.”’Issue Brief#35. Minnef%pohs MN: University of Minnesota. Available at:
http://www.rwif.org/content/dam/ ann/reports/ issue briefs/2013/rwif404825

3Van Hook, J., Bachneier, J., Coffivan, D, and Harel, O 2015. “Can We Spin Straw into Gold? An Evaluation of Immigrant Legal
Status Imputation Approaches” Demography. 52(13:329-54.
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Affordable Care Act?

Sherry Glied, Anupama Arora, and Claudia Solis-Roman

Abstract The Congressional Budget Office (CBO), a nonpartisan agency of
Congress, made official projections of the Affordable Care Act’s impact on
insurance coverage rates and the costs of providing subsidies to consumers
purchasing health plans in the insurance marketplaces. This analysis finds that
the CBO overestimated marketplace enrollment by 30 percent and marketplace
costs by 28 percent, while it underestimated Medicaid enrollment by about 14
percent. Nonetheless, the CBO’s projections were closer to realized experience
than were those of many other prominent forecasters. Moreover, had the CBO
correctly anticipated income levels and health care prices in 2014, its estimate of
marketplace enrollment would have been within 18 percent of actual experience.
Given the likelihood of additional reforms to national health policy in future
years, it is reassuring that, despite the many unforeseen factors surrounding the
law’s rollout and participation in its reforms, the CBO’s forecast was reasonably
accurate.

INTRODUCTION

Forecasts ofthe impacts of health care legislation under consideration, par-
ticularly those conducted by the nonpartisan Congressional Budget Office
(CBO), are a critical element of the policymaking process. This makes their
accuracy vitally important. In practice, however, the complexity ofpolicies
and their changes over time make it extremely difficult to assess the accuracy
ofthe forecasts or the underlying models they rely upon. The passage and
implementation of the Affordable Care Act (ACA), which created new path-
ways to health insurance coverage, provides an exceptional opportunity to
conduct such an assessment.

The accuracy of forecasts ofthe effects of new legislation depends
on two key elements. First, because there is generally a lag between enact-
ment of a policy and its implementation, accuracy depends on how well the

forecasting entity predicts the conditions—particularly income levels and
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health care costs—at the time of implementation. Second, accuracy depends on how well the model
assumptions and parameters predict the effects of the legislation itself.

In this brief, we examine the accuracy of the CBO%s March 2010 estimates of the effects of
the ACA’ health insurance marketplaces and of'its July 2012 estimates of the Medicaid coverage
provisions in the year 2014 on: 1) the number ofinsured through the marketplaces and Medicaid
and 2) spending on marketplace subsidies. We also compare the CBO estimates with those made by
four other forecasters— the Office ofthe Actuary of the Centers for Medicare and Medicaid Services
(CMS), the RAND Corporation, the Urban Institute; and the Lewin Group. (See Appendix A for a
comparison ofthese five forecasting models.) Assessing the accuracy of these forecasts is simplified by
the fact that no significant health reform legislation passed between enactment of the ACA in 2010
and implementation ofthe coverage expansions in 2014. The Supreme Court’s decision in NFIB v.
Sebelius in 2012 making Medicaid expansion optional, however, led many states to reject Medicaid
expansion. In the wake of that decision, the CBO revised its forecasts of ACA costs and coverage.lWe
make adjustments to Medicaid estimates from all modelers to reflect what their models were likely to

forecast for 2014 under post—Supreme Court rules, using the CBO s July 2012 revised estimates.

KEY FEATURES OF THE FORECASTING MODELS

Health insurance expansions under the ACA occur through the marketplaces, where eligible individu-
als can obtain coverage subsidized through tax credits, and through expansions of Medicaid eligibility.
All the modelers considered here treat these two paths to coverage differently.

Health insurance subsidies in the marketplace are designed to ensure that health plan pre-
miums and out-of-pocket costs are affordable. The amount ofa subsidy is determined by applicants’
income. For example, for those in households earning between 300 percent and 400 percent of the
federal poverty level in 2014, monthly health plan costs for the benchmark plan (the second-lowest
silver plan sold in a marketplace) were to be no more than 9.5 percent of income. If they were greater,
the subsidy would have paid the difference. To predict take-up ofsubsidized coverage, all of the

models consider how people might react to the difference between the pre-subsidy and post-subsidy

HOW WE EVALUATED THE ACCURACY OF ACA FORECASTING MODELS

To assess the accuracy of predictions of marketplace coverage, we examined both total and
subsidized marketplace enrollment, focusing on the latter.2To assess the accuracy of predictions
of marketplace costs, we examined: 1) estimates of premiums for the second-lowest silver plan
premium, which isthe “benchmark” for determining subsidies; 2) the average subsidy across the
entire population of marketplace enrollees (including both premium tax credits and cost-sharing
reductions) per enrollee; 3) the average subsidy per subsidized enrollee; 4) total outlays for
premium tax credits; and 5) total outlays for cost-sharing reductions.

For Medicaid coverage, we focused on new Medicaid enrollment only, as we cannot
separate the actual costs of the Medicaid expansion population from those of the continuing
Medicaid population. In comparing estimates of marketplace enrollment and costs and Medicaid
enrollment across models, we adjusted the Lewin and Urban Institute enrollment estimates,
which were made based on the assumption that the law was fully implemented in 2010, to
construct estimates for 2014, using the CBO’s phase-in assumptions. In addition, we further
adjusted Urban’s premium and subsidy estimates to 2014 using assumptions about cost inflation.

To distinguish the contributions of the effects of changes in baseline conditions from those of
the CBO model’s parameters, we simulate how the CBO’'s model might have forecast enroliment
had the agency known the actual income levels and health insurance premiums in 2014.
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prices. Increases in health insurance premiums make more people eligible for subsidies (because the
price ofthe benchmark plan exceeds the specified percentage of income for more people) and raise
the participation rate among those eligible, because the subsidy is larger relative to the pre-subsidy
price. Variation among models in predicted marketplace participation may differ because of differ-
ences in assumptions about: the baseline conditions (i.e., premium levels before the ACA, income
levels, and number ofuninsured); future conditions (e.g., benchmark plan premiums); or model
parameters (e.g., related to price responsiveness).

Modelers forecast Medicaid enrollment by assuming that a fixed share of those who are eli-
gible will take up coverage. The variation among models in predicted Medicaid enrollment levels may
be the result of differences in estimates of the size of the Medicaid-eligible population or because of

differences in these assumed take-up rates.

FINDINGS

Marketplace Enrollment

In 2010 CBO projected that average marketplace enrollment over the 2014 calendar year would be

8 million, with 7 million receiving subsidies (Exhibit 1). Other modelers generally anticipated higher
participation. CMS projected enrollment at 17 million, with 13 million receiving subsidies,3while
RAND forecast 16 million, with 9 million receiving subsidies.4 Estimates from the Lewin GroupS5and
the Urban Institute,6 adjusted for phase-in using the CBO assumptions, projected 10 million and 9
million enrollees, with 8 million and 4 million receiving subsidies, respectively.

Actual enrollment in the marketplaces was lower than any of these forecasts, in part because
it ramped up relatively slowly, with a surge at the end. While total enrollment reached 8 million by
the end ofthe open-enrollment period, only about 6 million,7 on average, were covered through
the marketplaces over the course ofthe calendar year. About 5 million people,8 87 percent of those

enrolled in marketplaces, received subsidies.

Medicaid Enrollment

The CBO % original projection in 2010 was that 10 million people would enroll in the Medicaid
expansion in 2014. The agency reduced this figure by about 30 percent, to 7 million, after the
Supreme Court ruling (Exhibit 2). We adjusted projections made by CMS, the Urban Institute,
Lewin, and RAND, all made prior to the Supreme Court ruling, using the ratio between the CBOs
2010 and 2012 estimates. After adjustment, the CMS projection suggests that, in 2014, 16 million
people would enroll in Medicaid, while the RAND projection suggests that just 3 million would

do so. After adjustments for the laws implementation in 2014 (rather than 2010) and the Supreme
Court ruling, the Lewin and Urban forecasts for Medicaid enrollment were 6 and 7 million, respec-
tively. The actual increase in Medicaid enrollment because ofthe ACA was about 8 million on average
through 2014.

Uninsured Population

The effect of the ACA on the number of uninsured depends on the expected baseline number of
uninsured people and the number who enroll in the marketplaces and in Medicaid. In its March
2010 projection, the CBO projected that the ACA would reduce the number ofuninsured in

2014 by 19 million, from the nearly 51 million otherwise anticipated to 31 million.91In its revised
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Exhibit 1. Marketplace Subsidized Enrollment Estimates for 2014

Average enrollment, calendar year (millions)

15
12
9
. f
6 Realized
3
0
CBO CMS RAND 2010, Lewin 2010— Urban Institute
March 2010a 2010b Senate Billc adjustedd 2010—
adjustede
Notes:

All enrollment figures reflect average monthly enrollment figures through the calendar year. Figures for Lewin and Urban are recalibrated to 2014 based
on the CBO's August 2010 baseline projections for 2014 vs. 2017, the assumed date of full implementation. The difference between the CBO 2014 and
2017 projections implies that 38% of total enrollment at full implementation and 40% of subsidized enrollment at full implementation would be achieved
by 2014.

a Congressional Budget Office (March 2010). Cost Estimate for H.R. 4872, Reconciliation Act of 2010 (Final Health Care Legislation): Table 4,
https://www.cbo.gov/sites/default/files/amendreconprop.pdf.

bCenters for Medicare and Medicaid Services (April 2010). Estimated Financial Effects of the Patient Protection and Affordable Care Act as Amended,
https://www.cms.gov/Research-Statistics-Data-and-Systems/Research/ActuarialStudies/downloads/PPACA_2010-04-22.pdf. We compute the share
receiving subsidies based on the estimate in this report that 79% of all enrollees for 2010-2019 will receive subsidies.

cRAND (2010). Analysis of the Patient Protection and Affordable Care Act (H.R. 3590), Table 1, http://www.rand.org/content/dam/rand/pubs/
research_briefs/2010/RAND_RB9514.pdf. Note that the RAND estimates refer to the Senate bill only—the estimate does not incorporate the effects of
the Reconciliation bill. In another analysis, http://www.rand.org/content/dam/rand/pubs/research_briefs/2010/RAND_RB9515.pdf, RAND compared
the House and Senate bills and concluded that marketplace coverage would be higher under the Senate bill. We compute the share receiving subsidies in
2014 based on the projection in this report that 15 million of 28 million people (54% of enrollees) forecast to enroll in a marketplace in 2019 will be
receiving subsidies.

d Lewin estimates assume full implementation of the Act. Lewin (June 2010). Patient Protection and Affordable Care Act (PPACA): Long Term Costs for
Governments, Employers, Families and Providers, Figure 9, http://www.lewin.com/content/dam/Lewin/Resources/Site_Sections/Publications/
LewinGroupAnalysis-PatientProtectionandAffordableCareAct2010.pdf.

e Urban Institute estimates assume full implementation of the Act. Urban Institute (December 2010). America Under the Affordable Care Act, Table 1,
http://www.rwjf.org/en/library/research/2010/12/america-under-the-affordable-care-act.html.

f Congressional Budget Office (January 2015). The Budget and Economic Outlook: 2015 to 2025, https://www.cbo.gov/sites/default/files/cbofiles/
attachments/49892-Outlook2015.pdf.

projection after the Supreme Court decision making Medicaid expansion optional, the CBO assumed
a higher baseline number of uninsured (nearly 56 million) and a smaller reduction in the number of
uninsured of 14 million, leaving 41 million uninsured (Exhibit 2). After adjustment for the Supreme
Court effect, CMS projected a much larger reduction in the uninsured population (20 million) and
a lower number of remaining uninsured (32 million). Lewin and Urban estimates (after adjustment)
were roughly comparable with the CBO’s, while RAND projected a much smaller reduction in the
number ofuninsured, based on an assumption of much slower phase-in of Medicaid coverage.

In 2015, the CBO estimated that the ACA’ insurance expansions had reduced the number
ofuninsured by 12 million, from a (slightly lower) baseline of 54 million to 42 million.10The CBO’s

2015 estimate of the reduction in the uninsured population was about 86 percent as great as the
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Exhibit 2. Medicaid Enroliment and Uninsured in 2014
(average enrollment calendar year in millions)

Urban

avs RAND 2010, Institute
Source and date 2010- Senate Bill-  Lewin 2010- 2010- CBO Realized
of projection adjusteda adjustedB  adjustedc adjustedd July 2012e 2014f
Medicaid enroliment 16 3 6 7 7 8
Medicaid take-upg 95% 82% 74% 57% 55%-70%
Uninsured change -20 -6 -14 -13 -14 -12
Uninsured total 32 59 37 43 41 42

Notes: Figures for Lewin and Urban are recalibrated to 2014 based on the CBO's August 2010 baseline projections for 2014 vs.
2017, the assumed date of full implementation. The difference between the CBO 2014 and 2017 projections implies that 38%
of total enroliment at full implementation, 40% of subsidized enroliment at full implementation, and 18% of unsubsidized
enrollment at full implementation would be achieved by 2014.

All figures from CMS, RAND, Lewin, and Urban are adjusted based on the CBO's estimate of the effect of the Supreme Court
decision on Medicaid enrollment and uninsurance rates. The CBO estimated that because of the Supreme Court decision,
Medicaid enroliment would be 70% as high as initially predicted, the decline in the number uninsured would be about three-
quarters as high as initially predicted, and the remaining number of uninsured would be about one-third higher than initially
predicted.

aCenters for Medicare and Medicaid Services (April 2010), Estimated Financial Effects of the Patient Protection and Affordable
Care Act as Amended: Table 2, http://www.cms.gov/Research-Statistics-Data-and-Systems/Research/ActuarialStudies/
downloads/PPACA_2010-04-22.pdf.

bRAND (2010). Analysis of the Patient Protection and Affordable Care Act (H.R. 3590): Table 1, http://www.rand.org/content/
dam/rand/pubs/research_briefs/2010/RAND_RB9514.pdf.

cLewin estimates assume full implementation of the Act. Lewin (June 2010). Patient Protection and Affordable Care Act
(PPACA): Long Term Costs for Governments, Employers, Families and Providers: Figure 9, http://www.lewin.com/content/
dam/Lewin/Resources/Site_Sections/Publications/LewinGroupAnalysis-PatientProtectionandAffordableCareAct2010.pdf.

d Urban Institute estimates assume full implementation of the Act. Urban Institute, (December 2010). America Under the
Affordable Care Act: Table 1, http://www.rwjf.org/en/library/research/2010/12/america-under-the-affordable-care-act.html.

e Congressional Budget Office (July 2012). Estimates for the Insurance Coverage Provisions of the Affordable Care Act Updated
for the Recent Supreme Court Decision: Table 3, http://www.cbo.gov/sites/default/files/cbofiles/attachments/43472-07-24-
2012-CoverageEstimates.pdf.

f Congressional Budget Office (January 205). The Budget and Economic Outlook: 2015 to 2025, https://www.cbo.gov/sites/
default/files/cbofiles/attachments/49892-Outlook2015.pdf.

gAssistant Secretary for Planning and Evaluation (March, 2012). Understanding Participation Rates in Medicaid: Implications for
The Affordable Care Act, http://aspe.hhs.gov/health/reports/2012/medicaidtakeup/ib.shtml. Take-up rates estimated based
on CPS estimate of number of citizens not enrolled in Medicaid or Medicare, ages 0-64, with incomes <133% FPL and Sommers
etal., 2012.

CBO% 2012 estimate of 14 million, but the remaining uninsured population matches the CBO fig-

ure nearly exactly. This apparent anomaly occurred because slower health care cost growth meant that
there were fewer uninsured in the baseline (no-ACA) world than the CBO had originally expected (a
difference of 2 million people). The latest estimate from the National Health Interview Survey, which
uses a somewhat different metric from the CBO'%, suggests that about 36 million people remain with-

out health insurance.ll

Spending on Marketplace Subsidies

Health care cost growth between 2010 and 2014 was much slower than any of the estimators had
anticipated. Moreover, competition in marketplaces, combined with ACA mechanisms to reduce risk,
appear to have kept premium increases associated with the ACA itselfin check. The 2014 benchmark
premium (the average premium for the second-lowest-cost silver plan) averaged $3,800,12 about $900
below the CBO s estimate (Exhibit 3).



6 The Commonwealth Fund

Exhibit 3. Benchmark Premium and Average Subsidy for 2014

Urban

CBO Lewin Institute
Source and date August CcMs RAND 2010- 2010- Realized
of projection 2010a 2010b 2010c adjustedd adjustede 2014f
Average subsidy
per subsidized $3,817 $4,366 $4,651 $4.362 $3,341 $4,425
enrollee
Benchmark
premium $4,700g - - - $4,618n $3,800

aCongressional Budget Office (August 2010). Health Insurance Exchange Projections, http://www.cbo.gov/sites/default/files/
ExchangesAugust2010FactSheet.pdf. We estimated the CBO fiscal year average subsidies on the assumption that 2014 fiscal
year average enroliment would be three-fourth of calendar year enroliment.

bCenters for Medicare and Medicaid Services (April 2010), Estimated Financial Effects of the Patient Protection and Affordable
Care Act as Amended: Table 1, http://www.cms.gov/Research-Statistics-Data-and-Systems/Research/ActuarialStudies/
downloads/PPACA_2010-04-22.pdf.

cRAND (2010). Analysis of the Patient Protection and Affordable Care Act (H.R. 3590): Table 1, http://www.rand.org/content/
dam/rand/pubs/research_briefs/2010/RAND_RB9514.pdf.

d Lewin estimates assume full implementation of the Act. Lewin (June 2010). Patient Protection and Affordable Care Act
(PPACA): Long Term Costs for Governments, Employers, Families and Providers: Figure 9. Calculated by dividing total subsidy
payments by number of subsidized enrollees, http://www.lewin.com/content/dam/Lewin/Resources/Site_Sections/
PublicationsZLewinGroupAnalysis-PatientProtectionandAffordableCareAct2010.pdf.

e Urban Institute, (December 2010). America under the Affordable Care Act: Table 2, http://www.rwjf.org/en/library/
research/2010/12/america-under-the-affordable-care-act.html.

f Congressional Budget Office (April 2014). Updated Estimates of the Effects of the Insurance Coverage Provisions of the
Affordable Care Act, https://www.cbo.gov/sites/default/files/45231-ACA_Estimates.pdf.

gAssistant Secretary for Planning and Evaluation (August 2013). Market Competition Works: Silver Premiums in
the 2014 Individual Market Are Substantially Lower than Expected, http://aspe.hhs.gov/health/reports/2013/
MarketCompetitionPremiums/ib_premiums_update.pdf.

hUrban Institute estimates assume full implementation. Urban Institute (December 2010). Why the Individual Mandate Matters:
Timely Analysis of Inmediate Health Policy Issues, http://www.urban.org/sites/default/files/alfresco/publication-pdfs/
412280-Why-the-Individual-Mandate-Matters.PDF. Urban estimates are adjusted to 2014 premiums by multiplying all figures
upward by 12.5%, assuming projected 2010-2014 premium increases of 3% per year, consistent with the 2007-2010 period.

The sharp reduction in the premium for the benchmark plan had very little effect on the
average subsidy amount per subsidized enrollee though it did affect the number ofpeople eligible for
subsidies, as discussed below. The smaller number of people receiving subsidies (both because of lower
eligibility and lower enrollment) reduced total expenditures for marketplace subsidies relative to the

estimate13to $15 billion, about 79 percent ofthe original CBO projection (Exhibit 4).

Accuracy of the CBO Model

We examined the accuracy of the CBO% model by mimicking how accurately it would have predicted
actual marketplace enrollment if the CBO had known the income levels, insurance coverage rates,
and premium rates that existed in 2014 (see Appendix Exhibit B1). The much lower than anticipated
benchmark premiums reduced the number of people who might have been expected to qualify for
any subsidy by more than 2 million people (about 7%). Differences in the distribution of income
reduced the number of people who might have qualified by about 1 million (about 3%). After apply-
ing the actual income levels, insurance coverage rates, and benchmark premiums, we conclude that
the CBO model’s prediction would have been just over 6 million subsidized enrollees. Actual market-
place enrollment in 2014—5 million—is about 18 percent below this revised forecast. This difference

is, in part, attributable to the slower-than-expected rollout ofthe marketplaces.
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Exhibit 4. Projected Estimates and Realized Expenditures for Government Outlays on
Marketplace Subsidies in 2014
(in billions)

CBO Urban
Source and date August 2010 CMS RAND Lewin Institute Realized
of projection Baselinea 2010b 2010c 2010d 2010e 2014f
Premium credits $16 $38 $38 ) $14 $11

(fiscal year)

Cost-sharing
reductions outlays $3 $6 $2 - $3 $2
(fiscal year)

APTC+CSR outlays

(fiscal year) $19 $44 $40 $35 $17 $15

Note: The CBO reported figures for total outlays include related spending of $1 billion for marketplace grants. We subtract this
figure from the CBO forecasts and realized estimates.

aCongressional Budget Office (August 2010). Health Insurance Exchange Projections, http://www.cbo.gov/sites/default/files/
ExchangesAugust2010FactSheet.pdf.

bCenters for Medicare and Medicaid Services (April 2010), Estimated Financial Effects of the Patient Protection and Affordable
Care Act as Amended: Table 1, http://www.cms.gov/Research-Statistics-Data-and-Systems/Research/ActuarialStudies/
downloads/PPACA_2010-04-22.pdf.

cRAND (2010). Analysis of the Patient Protection and Affordable Care Act (H.R. 3590): Table 1, http://www.rand.org/content/
dam/rand/pubs/research_reports/RR100/RR189/RAND_RR189.pdf. We assume the fiscal year estimate for RAND is three-
quarters of the calendar year estimate. We compute the share receiving premium subsidies in 2014 based on the projection in
this report that premium subsidies would account for 96% of subsidy expenditures by 2019.

dLewin (June 2010). Patient Protection and Affordable Care Act (PPACA): Long Term Costs for Governments, Employers,
Families and Providers: Figure 9. Lewin reports total figures for 2014; we calculate subsidies per subsidized person by dividing
this figure by our adjusted enroliment estimate. http://www.lewin.com/content/dam/Lewin/Resources/Site_Sections/
PublicationsZLewinGroupAnalysis-PatientProtectionandAffordableCareAct2010.pdf.

e Urban Institute, (December 2010). America Under the Affordable Care Act: Table 2, http://www.rwjf.org/en/library/
research/2010/12/america-under-the-affordable-care-act.html. We adjust the Urban figures for health care cost inflation
between 2010 and 2014 (12.5%) and for the phase-in of coverage, using the CBO's phase-in estimate.

f Congressional Budget Office, Insurance Coverage Provisions of the Affordable Care Act- CBO'’s April 2014 Baseline, https://
www.cbo.gov/sites/default/files/cbofiles/attachments/43900-2014-04-ACAtables2.pdf.

IMPLICATIONS FOR FUTURE POLICY REFORM

There have been very few efforts to gauge the accuracy of models that project the effects of health
reforms.14 In an earlier review, the CBO % estimates were usually found to fall within 30 percent above
or below actual experience, as they did here.15In the case of the ACA, about halfofthe CBO’ predic-
tion error was because of its forecast of what conditions in 2014 would be before taking into account
the effects ofthe ACA. The CBO had projected that health care prices would be much higher and
that incomes would be lower than what turned out to be the case. After adjusting for these differences
in baseline assumptions, the CBO estimate came within 18 percent ofactual experience.

Simulations ofthe effects of health insurance reforms have received considerable attention
over the past two decades, leading to substantial improvements in modeling. The CBO, and several
private forecasters, were fairly accurate in their predictions of the likely coverage and cost implications
ofthe ACA. A few forecasters—notably the CMS—assumed much higher rates ofresponsiveness to
subsidies and coverage expansions, and these models generated the least accurate predictions. CMS
estimates of participation in subsidized coverage, Medicaid enrollment, and total marketplace spend-

ing were 2.7, 2.0, and 2.9 times, respectively, higher than actual figures.
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The Affordable Care Act was a critical step in expanding health insurance coverage, but it is
unlikely to be the last national health policy reform considered by Congress. It is therefore reassur-
ing that despite many factors that could not have been foreseen in 2010—such as the ACAs troubled
rollout and the lack ofstate support—the CBO model proved to be reasonably accurate compared
with actual experience and the estimates of other modelers. This should allay concerns of some critics

that its forecasts were biased in favor of the Administration.



Appendix A. Comparison of Models

Simulation
assumption

Source of
population data

Behavioral
assumptions

Private

coverage
through
marketplace

Subsidized
enrollment

Medicaid
take-up ratesa

the cbo’s crystal ball:how well did it forecast aca effects?

CBO 2010
CBO Model

Simulation of
multiyear spending
and revenue effects
with assumption of
full implementation
by 2017

2002 Survey of
Income and Program
Participation (SIPP)

Elasticity-based
approach

Assumes private
coverage take-up
among those eligible
for public programs
would be low

Assumes 82.5% of
marketplace enrollees
receive subsidies
Assumes moderate
levels of participation
similar to current
experience among
those made newly
eligible for coverage
and little additional
participation among
those currently
eligible (55%-70%)

No

documentation
available

95%

RAND

COMPARE

Simulation based on
assumption that the
effects of legislation
would be phased in
evenly over three years
with full implementation
by 2015

2008 Survey of Income

and Program Participation

(SFP)

Utility-based approach

Assumes that the people
who enroll initially

tend to be sicker than
the general uninsured

population, on average

Assumes 79% of all
enrollees will receive
subsidies from 2010-19

Assumes that people's
understanding and
perception of the
Medicaid program are
unchanged by the reform,
which means that the
rates at which newly and
currently eligible persons
enroll in Medicaid would
be similar to what is
observed today (82%)

Urban Institute
HIPSM

Single-year simulation
assuming the coverage
provisions of the ACA
arefully implemented in
2010

2009/2010 Current
Population Survey (CPS)
ASEC Massachusetts
Health Insurance Survey
to inform the behavioral
effects of individuals
under a mandate

Utility-based approach

Benchmarked behavioral
responses consistent with
historical ranges indicated
by Glied et d. (2002)

Assumes slightly more
than half would gain
public coverage through
the Medicaid expansion;
the rest would purchase
private insurance

Assumes 45% of the
marketplace enrollees are
subsidized.

Assumes atake-up rate
of about 73 percent for
the uninsured who are
newly eligible, higher rate
of Medicaid take-up than
CBO.

Medicaid and Children's
Health Insurance Program
would cover 29 percent.

Lewin
HBSM

Single-year simulation
assuming the act isfully
implemented and that
enrollment has fully
matured in 2011

2002-05 Medical
Expenditures Panel Survey
(MEPS) used together with
the March 2007 Current
Population Survey (CPS)

Elasticity-based approach

* Assumes elasticity
dedlines with age and
income.

Assumes 74% of
marketplace enrollees
receive subsidies.

Simulates enroliment
among newly eligible
people based upon
estimates of the
percentage of people who
are eligible for the current
programwho actually
enroll; also simulates the
lags in enrolliment during
the early years of the
program (74%)

aTake-up rates from Assistant Secretary for Planning and Evaluation (March 2012). Understanding Participation Rates in Medicaid: Implications for the Affordable Care
Act, http://aspe.hhs.gov/health/reports/2012/medicaidtakeup/ib.shtml.
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Appendix B. Simulating How CBO's Model Would Have Performed If Income and

Benchmark Premium Were Known

Since we do not have access to the CBO model, we use information from published documentation
to assess how the CBO related marketplace insurance subsidy levels to projected participation rates

by income.

We estimate the difference between the CBO’s 2014 predicted marketplace premiums—
using their 2010 forecast and actual premiums in 2014, as well as the 2009 distribution ofincome
and coverage— compared with the actual income distribution in 2013. We compare subsidy partici-
pation by relating the subsidy levels to nonsubsidized benchmark premiums. We use information
from the CBO%s methodology description to estimate subsidized take-up rates.16This comparison
yields an estimate ofthe baseline participation rates associated with varying subsidy percentages in the
CBO model.

Our baseline participation estimates modeled in this way are not directly comparable to
the CBO% 2010 estimates. Many features ofthe CBO% model are not described in their published
methodology, and some parameter assumptions may have changed subsequent to publication ofthe
methodology report. We do not know their baseline assumptions about incomes, coverage, or premi-
ums, and we make no adjustment for citizenship or residency. Most important, to estimate the effects
ofthe ACA, the agency used an estimate ofwhat nongroup premiums would be in the absence of the
ACA in calculating participation. By contrast, in our simulation we assume that nongroup market
premiums without reform would be equal to benchmark plan premiums. Benchmark plan premiums,
however, incorporate all ACA changes, including benefit plans, rating changes, and loss ratios. To
address these various differences, we calibrate our baseline participation estimates to match the pub-
lished CBO estimate of 7.1 million subsidized enrollees in 2014. That is, we generate take-up rates
for income/subsidy cells based on published information and further adjust them to generate the 7.1
million estimate.

We then repeat our estimates, and use the same calibration adjustment, to project how
much enrollment forecasts would have varied if premiums, income levels, and coverage distributions
were known.

We first use the projected premium price of $3,100 for a 21-year-old male—derived from
the $4,700 average benchmark premium that the Assistant Secretary for Planning and Evaluation
(ASPE) infers based on the CBO% 2010 report—to estimate enrollment. We then estimate enroll-
ment with the actual premium price of $2,508 for a 21-year-old male (derived from the $3,800
premium reported in the CBO% April 2014 reportl7). We assign age-rating factors to benchmark pre-
miums using the Rating Factor Limitations report by Coventry Health Care and an ASPE report on
premiums released June 18 2014.18 Data from the Current Population Survey for survey years 2009
and 2012 were used to construct the share of individuals under age 65 who would qualify for any
subsidy and to predict enrollment under forecast and actual conditions.

The CPS measure of insurance coverage changed in 2014. To avoid this problem, we next
applied the simulated take-up rates to data on the distribution ofuninsured individuals and indi-
viduals with individual insurance plans under age 65 by household income from the American

Community Survey one-year estimates, 2009 and 2013, available on American FactFinder.
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Appendix Exhibit B1. Effect of Changes in Income Distribution and in Benchmark Premiums on Eligibility for
and Participation in Subsidies in the CBO Estimates for 2014
(all figures in thousands)

Forecast
benchmark
premium

Realized
benchmark
premium

Difference

as a result of
premium change
(holding income
constant)

Combined effect

Uninsured
and
nongroup
population
100%-
400% FPL

38,738

38,738

2010

Population
qualifying
for any
subsidy

34,506

32,147

-2,359

Population
predicted

to take up
subsidy

7,100

6,122

-978

Uninsured
and
nongroup
population
100%-
400% FPL

36,917

36,917

2014

Population
qualifying
for any
subsidy

33,175

31,126

-2,049

Population
predicted

to take up
subsidy

7,008

6,069

-938

Difference as a result of
income change (holding
premium constant)

Population  Population
qualifying predicted

for any to take up
subsidy subsidy
-1,331 -92
-1,022 -53

3,380 1,031
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CBO concluded that only 70 percent as many people would gain eligibility for Medicaid as had previously
been assumed and that some people with incomes between 100 percent and 138 percent of the federal
poverty level residing in states that would not expand Medicaid would obtain insurance offered through the
marketplaces. It also assumed that greater take-up of marketplace subsidies among this lower-income, sicker
group would lead to a higher average subsidy for enrollees.

Under the ACA, premium subsidies are available for purchases in the marketplaces only, but unsubsidized
enrollees could obtain coverage outside the marketplace. While modelers differed in their assumptions about
how many unsubsidized enrollees would choose off-marketplace enrollment, we do not have estimates of the
actual off-marketplace enrollment with which to make comparisons.
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(Darby, Pa.: Diane Publishing Company, 2010).

RAND COMPARE, Analysis ofthe Patient Protection and Affordable CareAct (H.R. 3590) (Santa Monica,
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Church, Va.: Lewin Group, June 8, 2010), Figure 9, http://www.lewin.com/content/dam/Lewin/Resources/
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The Changing Landscape of Health Care
Coverage and Access: Comparing States'
Progress in the ACA's First Year

Susan L Hayes, Sara R Collins, David C. Radley,
Douglas McCarthy, Sophie Beutel, and Jordan Kiszla

Abstract This analysis compares access to affordable health care across U.S. states after the
first year of the Affordable Care Acts major coverage expansions. It finds that in 2014, unin-
sured rates for working-age adults declined in nearly every state compared with 2013. There was
at least a three-percentage-point decline in 39 states. For children, uninsured rates declined by
at least two percentage points in 16 states. The share of adults who said they went without care
because of costs decreased by at least two points in 21 states, while the share of at-risk adults
who had not had arecent checkup declined by that same amount in 11 states. Yet there was little
progress in expanding access to dental care for adults, which is not a required insurance benefit
under the ACA. Wide variation in insurance coverage and access to care persists, highlighting

many opportunities for states to improve.

INTRODUCTION

On January 1, 2014, the major health insurance reforms of the Affordable Care Act
(ACA) took effect. They represented the most significant expansion of health coverage
in the United States since Medicare and Medicaid were enacted more than 50 years
ago. By the end 0f2014, the uninsured rate for the U.S. population under age 65

had declined to 13 percent from 17 percent a year earlier, and a dramatic shift in the
landscape of coverage had taken place across the country, according to data recently
released by the U.S. Census Bureau (Exhibit 1, Appendix Table 1).

This analysis takes a closer look at this shift by comparing states’ performance
on six indicators of access to care and affordability from The Commonwealth Fund’
State Scorecard on Health System Performance, 2015 Edition. The scorecard is intended
to help policymakers, health system leaders, and the public identify opportunities, and
set targets, for improvement. The indicators include uninsured rates for working-age
adults and for children, and three others that assess adults’ access to care (Exhibit 2).1
To gauge the affordability of care, we examine the percentage of individuals under age

65 in each state who have high out-of-pocket medical costs relative to their incomes.2
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Exhibit 1. Percent of Population Under Age 65 Uninsured, 2013 vs. 2014

2013

2014

O <10% (4 states plus D.C)
o 10%-14% (18 states)

o 15%-19% (18 states)

« >20% (10 states)

O <10% (11 states plus D.C)
o 10%-14% (25 states)

* 15%-19% (12 states)

o >20% (2 states)

Expanded Medicaid as of 1/1/14

Data source: U.S. Census Bureau, 2013 and 2014 1-Year American Community Surveys, Public Use Microdata Sample (PUMS).

Exhibit 2. Change in Health System Performance by Access Indicator, 2014 Compared with Baseline

Number of states that: «iImproved «Little orno change *Worsened
Adults ages 19-64 uninsureda
Adults who went without care because of cost
in past yeara
Children ages 0-18 uninsureda
At-risk adults without a doctor visitb 1 38

Adults without a dental visit in past year
(baseline: 2012)

Notes: The exhibit measures change overthe two most recentyears of data available. The current data year for each indicator is 2014; baseline is 2013 unless otherwise noted. Improvement or worsening
refers to change between baseline and current time period of at least 0.5 standard deviations. The "little or no change” category includes the number of states with changes of less than 0.5 standard deviations,
as well as states with no change or without sufficient data to assess change over time. Adult uninsured rates declined in all states and D.C. from 2013 to 2014 except for Massachusetts where the rate did not
change; inthe remaining 11 states, the decline was less than 0.5 standard deviations. See discussion of individual indicators for the minimum percentage point decline or increase needed to meet our definition

of change. High out-of-pocket spending indicator is not included because data are not comparable to prioryears.

almprovement also occurred at the national level.
bAt-risk adults defined as all adults age 50 or older, and adults ages 18 to 49 in fair or poor health, or ever told they have diabetes or pre-diabetes, acute myocardial infarction, heart disease, stroke, or asthma.

Data source: Commonwealth Fund Scorecard on State Health System Performance, 2015 Edition.
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FINDINGS

Substantial Gains in Health Coverage for Adults

Uninsured rates for adults ages 19 to 64 declined in nearly all states from 2013 to 2014—dropping by three or more
percentage points in 39 states.3The largest declines were in states that had expanded their Medicaid programs as of
January 2014: Kentucky (decline of nine points); California, New Mexico, Oregon, Rhode Island, Washington, and West
Virginia (seven points); and Arizona, Arkansas, and Nevada (six points). Even some states that did not expand Medicaid
by January had four- to five-point declines, including Florida, Georgia, Idaho, Michigan,4 Montana,5North Carolina,
Oklahoma, South Dakota, and Texas. Still, widespread variation in uninsured rates persisted, ranging from a low of 5
percent in Massachusetts to a high of 26 percent in Texas. Nevertheless, only 10 states had adult uninsured rates of 20

percent or higher in 2014, compared with 22 states in 2013 (Exhibit 3, Appendix Table 1).

Exhibit 3. Percent of Adults Ages 19-64 Uninsured, 2013 vs. 2014 * 2013

. 2014

Note: States are arranged in rank order based on their current data year (2014) value.
* Denotes states with at least -.5 standard deviation change (3 percentage point decline) between 2013 and 2014.

Data source: U.S. Census Bureau, 2013 and 2014 1-Year American Community Surveys, Public Use Microdata Sample (PUMS).

Uninsured Rates Among Low-Income Adults Decline in Every State
Historically, the overwhelming majority ofthe uninsured have lived in households with low incomes (below 200 percent
ofthe federal poverty level).6 From 2013 to 2014, the share oflow-income adults who were uninsured dropped three
percentage points or more in every state except Maine, which had a two-point decline (Exhibit 4, Appendix Table 2). The
largest declines were in Kentucky (18 points), Washington (16 points), West Virginia (15 points), Oregon and Rhode
Island (14 points) and Nevada (13 points)—all states that had chosen to expand Medicaid eligibility by January 2014.
And in 2014, most expansion states had lower rates ofuninsured low-income adults than did nonexpanding states.

There remained nearly sixfold variation across states in uninsured rates among low-income adults, however, rang-
ing from 8 percent in Massachusetts to 46 percent in Texas. But there was notable improvement in many states with high
rates of uninsured residents: by 2014, only three states had uninsured rates of adults with low incomes that were 40 per-

cent or more (Georgia, Alaska, and Texas), compared with 15 states in 2013.
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Exhibit 4. Percent of Low-Income Adults Ages 19- - 2013

- « 2014, states that had not expanded Medicaid as of January 1,2014
Unlnsured’ 201 3 VS. 2014 « 2014, states that had expanded Medicaid as of January 1, 2014

Notes: Low-income defined as living in a household with income <200% of the federal poverty level. States are arranged in rank order based on their current data year (2014) value.

Data source: U.S. Census Bureau, 2013 and 2014 1-Year American Community Surveys, Public Use Microdata Sample (PUMS).

Exhibit 5. Percent of Children Ages 0-18 Uninsured, 2009, 2013, and 2014 - 2009

. 2013
. 2014

Note: States are arranged in rank order based on their current data year (2014) value.
* States with at least -.5 standard deviation change (2 percentage point decline) between 2013 and 2014. Data for 2013 and 2014 not available for the District of Columbia or Vermont.

Data source: U.S. Census Bureau, 2009, 2013, and 2014 1-Year American Community Surveys, Public Use Microdata Sample (PUMS).
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Further Gains in Covering Children Across States
Even before the ACA’ passage, uninsured rates among children were much lower than for working-age adults in every
state because of action taken over two decades by federal and state policymakers to expand public health insurance pro-
grams for children.7In 2014, the percentage ofuninsured children 18 years and younger declined still further in a major-
ity ofstates, and by at least two points in 16 states. Only two states (Alaska and Texas) had children’s uninsured rates
above 10 percent, compared with seven states in 2013 (Exhibit 5, Appendix Table 1).

As was the case with coverage gains among adults, coverage gains among children reflect both the ACAs new
expanded coverage options and the so-called “woodwork effect,” in which people who were previously eligible for the pro-
gram but not enrolled “came out of the woodwork™ and signed up for Medicaid, as a result of increased outreach efforts,

awareness ofthe law and its coverage options, and the requirement that everyone have health insurance.8

Fewer Adults Face Cost-Related Barriers to Care Exhibit 6. State Variation: Cost-Related
Many people with no or inadequate insurance coverage skip needed Access Indicators, 2013 and 2014

care or struggle to pay medical bills.9One ofthe central aims of the = Percent of adults age 18 and older who went
ACA is to improve access to care by removing financial barriers. without care because of costs in past year
From 2013 to 2014, the share of adults (age 18 and older) who said 2013 2014

they went without care because of costs declined by at least two per-
centage points in 21 states. This is likely a result of expanded insur-
ance coverage as well as improvements in the economy.

The percentage of adults reporting cost barriers to care
was lowest (7%—0%) in North Dakota, Massachusetts, Hawaii,
Iowa, Minnesota, Vermont, and South Dakota, in both 2014 and
2013. From 2013 to 2014, such rates declined by three points in
four states in the lowest performance quartile on this indicator:

Louisiana, Arkansas, Florida, and Mississippi (Exhibit 6, Appendix Top U.S Bottom

Table 1). Fewer low-income adults reported that cost was a barrier state average state
to care in 2014, with the greatest declines in Oregon (12 points);

Arizona, Kentucky, and New Hampshire (seven points); and = Percent of individuals under age 65 with

Washington (six points) (Appendix Table 2). high out-of-pocket spendinga
« 2013-2014
Many Still Face High Out-of-Pockets Costs
Many of'those with no health coverage must pay the full amount
ofmedical bills.1l But even many insured patients are paying an
increasing share of their medical care costs.2We examined the share
ofindividuals under age 65 who, regardless of insurance status, lived
in households that spent a high share of annual income on medical
care. We used two thresholds to identify such individuals: People
living in households in which 10 percent or more of annual income

went toward medical care; or 5 percent or more, if annual income
Top uU.s. Bottom

was below 200 percent of the federal poverty level. state average states

During 2013—4,13 at least one of 10 people under age 65

in every state lived in households where out-of-pocket spending

aDefined as out-of-pocket medical expenses equaling 10 percent or more of
annual household income, or 5 percent or more of income if low income (below
200% of the federal poverty level). To ensure adequate sample size, state-level
estimates are an average of the two years. Trend data not available because of
methodological changes.

Mississippi and Oregon (20%)’ Arkansas (21%)’ and Idaho and Data sources: Behavioral Risk Factor Surveillance System, 2013 and 2014

(going without care) and U.S. Census Bureau, Current Population Survey Annual

Tennessee (22%) (EXhlblt 6, Appendix Table 1) Social and Economic Supplement, March 2014 and March 2015 (spending).

on medical care was high relative to annual income. In five states

this was true for at least one of every five nonelderly individuals:
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KYNECT: CONNECTING KENTUCKIANS TO COVERAGE

From 2013 to 2014, the uninsured rate among Kentucky’s working-age adults fell by almost half, from 21 percent
to 12 percent-the largest percentage-point drop in any state. Kentucky also led the country in absolute gains in
coverage among low-income working-age adults and saw a decline in the share of adult residents who went without
care because of cost (19% to 16%).

Much of Kentucky’s success can be attributed to its health insurance marketplace, Kynect, and its outreach
efforts. During the ACA'sfirst open-enroliment period, which ended in spring 2014, an estimated 440,000
Kentuckians selected individual health insurance plans or were determined to be eligible for Medicaid or the
Children’s Health Insurance Program through Kynect.10To help consumers enroll in coverage during the ACA's
second open enroliment, Kynect opened a retail store in Lexington’s Fayette Mall, enabling visitors to shop for and
purchase a plan with the assistance of trained navigators. Over the three-month period, more than 7,500 people
visited the store and nearly 6,000 submitted applications; the state opened a second store, in Louisville, during the
third open enrollment.

To further reduce the number of uninsured Kentuckians, Kynect is targeting marketing efforts at high-risk
populations. To reach people recently released from incarceration, for example, Kynect produced an informational
video with former inmates about the importance of health care coverage and how to enroll. Kynect also is helping
new and returning enrollees make informed purchasing decisions. For Kynect website visitors who are eligible for
cost-sharing reductions, silver-level plans appear first, along with an explanation that cost-sharing subsidies are
available only with silver-level plans.

Kentucky’s individual insurance market has become more competitive since the ACA's market reforms took
effect. Previously there were only two insurance companies operating in the market; for 2016, consumers are able
to choose from plans offered by seven different insurers.*

* Kentucky Governor-elect Matt Bevin has expressed a desire to adopt a federal marketplace in lieu of Kynect.

Better Access to Care for At-Risk Adults

We also assessed access to routine care for adults who could be at greater risk for adverse health outcomes if they do not
receive care. This at-risk group includes everyone age 50 and older, since many have chronic conditions and need preven-
tive care, as well as the subset ofyounger adults who report having chronic illnesses or being in fair or poor health.

From 2013 to 2014, 11 states experienced at least a two-percentage-point reduction in the share of at-risk adults
who did not visit a doctor for a routine checkup in a two-year period. The greatest improvement (four points) was seen in
Oregon and Rhode Island. Yet in 2014, greater than twofold variation in performance between eastern and western states
persisted. Rates were less than 10 percent in Rhode Island, Maryland, Massachusetts, the District of Columbia, New
Jersey, and West Virginia. In contrast, 19 percent to 22 percent of at-risk adults had not seen a doctor for two years for a
checkup in Oklahoma, Utah, Idaho, Wyoming, and Alaska (Exhibit 7, Appendix Table 1).

Improvements in access to routine care for these adults may be the result in part of the ACA% insurance expan-
sions and market reforms, as well as the law’s Medicare provisions, including the introduction of free annual wellness visits

and the closing ofthe “doughnut hole,” or gap in coverage, for prescription drugs.

No Gains in Access to Dental Care for Adults
Many experts, including a former U.S. Surgeon General, have noted that oral health is integral to overall health and well-
being. 4 In the U.S., however, dental care traditionally has been covered under a separate policy than medical coverage.
Under the ACA, health plans in the marketplaces must offer dental coverage for children, but are not required to do so for
adults. Similarly, Medicaid and the Children’s Health Insurance Program are required to provide dental benefits for chil-
dren, but states can choose whether to extend dental coverage to adults.

In 2014, in all states, at least one of nine adults age 18 and older (11%) had gone a year or more without vis-

iting a dentist, dental hygienist, or dental clinic. This is essentially unchanged from 2012 (the most recent year with
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comparable data). In the worst-performing states on this indicator in
2014 (Louisiana, Mississippi, Texas, and West Virginia), one of five
adults went without dental care for a year or more (Exhibit 7, Appendix
Table 1). According to the State Scorecard on Health System Performance,
2015 Edition, West Virginia and Mississippi had among the high-

est rates of adults under age 65 missing six or more teeth because of
tooth decay, infection, or gum disease (22% and 19%, respectively, in
2014).15

How States Stack Up

In the area ofhealth care access and affordability, the top-ranked states
in the 2015 scorecard (Massachusetts, Vermont, Minnesota, Rhode
Island, and Connecticut) have also all been leaders in one or more
previous scorecard editions (2014, 2009, 2007). Maryland moved into
the top quartile of performance in access for the first time this year.
However, even the leading states did not perform consistently well or
improve across all indicators (Exhibit 8).

Several states in the bottom quartile of performance showed the
greatest absolute improvement on some indicators. For example, New
Mexico, Arizona, Arkansas, and Nevada were among the states with the
largest percentage-point declines in the uninsured rate for working-age
adults (six to seven points), and Nevada and Arizona had among the
greatest reductions in uninsured rates for children age 18 and younger
(four- and three-point declines, respectively). In addition, Arkansas,
Florida, and Mississippi (along with Louisiana, ranked at the bottom of
the third quartile) were among only a handful ofstates that saw declines
ofthree points in the share of adults who went without care because of

costs.

CONCLUSION

During the ACA’ first year ofhealth coverage expansions, an estimated

8.8 million Americans gained health coverage.l6The largest absolute

Exhibit 7. State Variation: Receipt-of-Care
Access Indicators, 2014 vs. 2013 or 2012

= Percent of at-risk adults without a routine
doctor's visit in past two yearsa

2013 2014
Top u.s. Bottom
state average state

= Percent of adults age 18 and older without a
dental visit in past year

+ 2012b *2014

20% 20%
15% 16%
10% 11%
Top u.s. Bottom
states average states

aAt-risk adults defined as all adults age 50 or older, and adults ages 18 to 49
in fair or poor health, or ever told they have diabetes or pre-diabetes, acute
myocardial infarction, heart disease, stroke, or asthma.

bMost recent comparable data year.

Data source: Behavioral Risk Factor Surveillance System, 2012, 2013, and 2014.

gains were in states that chose to expand eligibility for their Medicaid programs by January 2014. While more states have

done so since, several populous states have not—Ileaving them with some of the nation’ highest uninsured rates. If the 20

states that have still not expanded their Medicaid programs were to do so, an estimated 3.1 million fewer people would be

uninsured in 2016.17

Despite the coverage gains in 2014 and the reduction in the number of adults who reported they went without

care because of costs, there remains wide variation among states in residents’ access to affordable care. If all states were

to achieve the benchmarks set by top-performing states, we estimate that an additional 24 million people under age 65

would gain coverage and nearly 17 million fewer adults would forgo care because of costs. 18

Continued monitoring of state trends in health care access and affordability will be necessary to determine

whether the ACA is achieving its goals of near-universal coverage and lower financial barriers to care.
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Exhibit 8. State Scorecard Summary of Health System Performance
Across the Access Dimension
| | Top quartile

2nd quartile

3rd quartile

Bottom quartile

. Data not available
a? # rv A

#5 #5

1 Massachusetts
2 Vermont
3 Minnesota
4 Rhode Island
5 Connecticut
5 Maryland
7  District of Columbia
7 lowa
9 Delaware
9 New Hampshire
1 Hawaii
12 Pennsylvania
13 Wisconsin
14 New York
15 Michigan
16 Maine
16 Ohio
16 Washington
19 lllinois
19 Virginia
21 New Jersey
22 South Dakota
23 Kansas
23 Nebraska
25 North Dakota
26 Colorado
26 West Virginia
28 Kentucky
28 Oregon
30 California
30 North Carolina
32 Alabama
33 Missouri
34 Indiana
34 Tennessee
36 Utah
36 Wyoming
38 Louisiana
39 Montana
40 Florida
41 Georgia
11 South Carolina
43 Arizona
44 Alaska
44 Arkansas
46 Idaho
46 New Mexico
48 Mississippi
48 Oklahoma
50 Nevada
51 Texas

Data source: Commonwealth Fund Scorecard on State Health System Performance, 2015 Edition.
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otes
Throughout this brief, we report the number of states in which we found a change in performance from 2013 to 2014

10

1

4

16

17

(or 2012 to 2014, for the dental care indicator). We count changes that are at least one-halfofa standard deviation
larger than the difference in rates across all states over the two years being compared. In addition, we treat the District
of Columbia as a state, unless indicated otherwise.

Trend data for our measure of health care affordability—the percentage ofindividuals under age 65 living in house-
holds that spent a high share of their annual income on out-of-pocket medical costs—are not available because of
recent changes in the federal survey questions from which this rate is derived.

The exception was Massachusetts, where the uninsured rate for adults ages 19—64 remained at 5 percent, already the
lowest in the country owing to insurance reforms enacted by the state in 2006.

Michigan implemented Medicaid expansion on April 1, 2014.

Montanas Medicaid expansion waiver was approved in November 2015, with coverage under the expansion effective
January 1, 2016.
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METHODS

The Commonwealth Fund's state Scorecard on Health System Performance, 2015 Edition, evaluates 42 indicators
grouped into four dimensions. It also includes afifth dimension that assesses equity in states’ health systems, using
some of these indicators. The scorecard's access and affordability dimension, the focus of this brief, includes the six
indicators described below.

Indicators and Data Sources

1  Percent of uninsured adults ages 19-64. Source: Authors’ analysis of U.S. Census Bureau, 2013 and 2014 1-Year
American Community Survey Public Use Microdata Sample.

2. Percent of uninsured children ages 0-18. Source: Authors’ analysis of U.S. Census Bureau, 2013 and 2014 1-Year
American Community Survey Public Use Microdata Sample.

3. Percentof adults age 18 and older who went without care because of cost during past year. Source: Authors’ analy-
sis of 2013 and 2014 Behavioral Risk Factor Surveillance System.

4. Percent of at-risk adults (all adults age 50 and older and adults ages 18-49 who are in fair or poor health or who
were ever told they have diabetes orpre-diabetes, acute myocardial infarction, heart disease, stroke, or asthma)
without a routine doctor visit in past two years. Source: Authors’ analysis of 2013 and 2014 Behavioral Risk Factor
Surveillance System.

5. Percent of adults age 18 and older without a dental visit in the past year. Source: Authors’ analysis of 2012 and
2014 Behavioral Risk Factor Surveillance System.

6. Percentof individuals under age 65 with high out-of-pocket medical spending relative to their annual income.
Source: C Solis-Roman, Robert F Wagner School of Public Service, New York University, analysis of 2014,
2015 Current Population Survey, Annual Social and Economic Supplement.

Measuring Change over Time

We considered an indicator’s value to have changed if it was at least one-half (0.5) of a standard deviation larger
than the difference in rates across all states over the two years being compared-a common approach in social
science research. For purposes of this analysis, we treat the District of Columbia as a state.

Scoring and Ranking

We averaged state rankings for the six indicators within the scorecard’s access and affordability dimension to
determine a state’s dimension rank.

For more information on scorecard methodology and indicator descriptions and source notes, see Aiming Higher:
Results from a Scorecard on State Health System Performance, 2015 Edition.
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Appendix Table 1. Access and Affordability: Dimension Ranking and Indicator Rates

Adults age 18 At-risk adults
or older who Individuals under without Adults age 18 or
Adults ages Children went without care age 65 with high a routine older without a
19-64 ages 0-18 Uninsured because of costs out-of-pocket doctor visit dental visit
uni ed uni ed ages 0-64 in past year medical spending  in past two years in past year
2013 2014 2013 2014 2013 2014 2013 2014 2013-14 2013 2014 2012 2014

United States 20% 16% = 8% 6% . 17% 13% 16% 14% 15% 14%  13% 15%  16%
Alabama 20 18 5 4 16 S 17 16 12 12 18 18
Alaska 24 22 12 12 20 19 14 2 18 23 22 14 6 *
Arizona 24 18 = 13 10 = 20 6 517 16 16 19 6 517 18
Arkansas 24 18 = 6 5 19 1“4 =2 18 21 18 18 19 18
California 24 17 = 8 6 19 1“4 = 16 u 13 17 5 16 17
Colorado 19 u 9 6 * 16 2 " 15 B " 15 18 17 16 15
Connecticut 13 9 7 4 4 1 s 12 1 13 10 1 1 12
Delaware 14 10 7 5 5 12 9 7 12 1 13 9 10 12 “ o+
District of Columbia 8 7 - - 7 6 n n n 9 8 16 16
Florida 29 2 12 10 ° 22 20 * =2 18 " 15 14 2 " 18 17
Georgia 26 2 10 s 8 ° 20 19 15 14 13 16 17
Hawaii 10 7 3 3 8 6 9 9 14 14 15 15 14
Idaho 23 v 9 8 19 5 16 16 22 2 20 13 15 *
Ilinois 18 u 5 4 14 n 14 2 " 13 14 13 15 16
Indiana 19 17 9 7 16 u 16 15 16 17 17 15 15
lowa 12 s 5 3 % 10 7 7 10 9 15 14 2 12 13
Kansas 18 5 7 6 14 2 14 13 15 14 15 13 13
Kentucky 21 2 = 6 5 7 10 = 19 6 18 15 15 16 16
Louisiana 25 2 6 5 19 7 © 20 7 19 10 10 20 20
Maine 16 14 5 6 13 12 10 n 15 12 12 13 3
Maryland 14 n 5 4 B 10 10 10 7 7 1 15 *
Massachusetts 5 5 2 2 4 9 8 n 7 7 n 12
Michigan 16 2 5 4 13 T R 15 15 13 n * u 14
Minnesota 1 s 6 s 9 10 9 12 12 1 1 SR
Mississippi 25 2 8 6 20 7w " 22 v 20 15 14 19 20
Missouri 18 16 7 7 15 B " 16 u 17 16 15 15 16
Montana 23 v 1 9 20 6 14 2 19 19 7 17 16
Nebraska 15 13 6 5 12 n 13 12 15 18 17 15 16
Nevada 27 2 = u 10 = 23 17 =17 17 18 15 7 © 20 19
New Hampshire 16 B 4 5 13 n F o 1 12 n 1 10 2
New lersey 19 6 6 5 15 B 15 14 13 10 9 15 16
New Mexico 28 2 = 9 8 22 17 = 18 17 16 17 18 18 18
New York 15 2 4 4 12 10 ° 1 14 12 10 10 15 16
North Carolina 23 v 6 6 18 5 ° 18 6 18 12 1 15 14
North Dakota 14 10 7 8 7 12 9 7 7 7 17 17 17 15 16
Ohio 16 2 5 5 13 10 15 B 7 15 13 12 14 15
Oklahoma 25 a 1 9 * 20 18 17 5 19 2 v ° 18 17
Oregon 21 ® =7 R ' 2 18 14 20 20 16 = 15 14
Pennsylvania 14 12 5 5 1 10 12 12 12 12 12 13 14
Rhode Island 7 10 = 6 3 = 1y 8 = 1 2 13 10 6 = 12 12
South Carolina 23 20 7 6 18 6 5 19 18 17 16 15 18 18
South Dakota 17 B " 7 8 14 2 " 10 10 16 14 6 1 1
Tennessee 20 7 6 5 16 u 5 18 6 22 1 12 17 18
Texas 30 26 0B 12 24 2 5 19 18 17 15 16 18 20 *
Utah 18 16 9 9 15 14 15 14 16 19 19 16 15
Vermont 10 7 8 5 9 9 12 1 12 1 1
Virginia 17 15 6 6 14 2 " 5 B 12 12 12 12 u o+
Washington 20 1B =7 5 " 16 n = 15 2 13 17 16 14 14
West Virginia 20 B = 5 3 1. noo= 18 17 17 12 9 * 18 20
Wisconsin 13 10 7 5 5 10 9 12 1 16 13 12 12 12
Wyoming 18 17 7 7 15 14 14 2 18 21 21 15 15
Change 39 16 42 21 13 9
States Improved 39 16 42 21 n 0
States Worsened 0 0 0 0 2

Notes: * Denotes a change of at least 0.5 standard deviations; ** denotes a change of 1.0 standard deviation or more.
- Data not available.

At-risk adults defined as all adults age 50 or older, and adults ages 18 to 49 in fair or poor health or ever told they have diabetes or pre-diabetes, acute myocardial infarction,
th

heart di: stroke, or
Data source: Commonwealth Fund Scorecard on State Health System Performance, 2015 Edition.
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Appendix Table 2. Select Access Indicators by Income and by Race and Ethnicity

United States
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Hawaii

Idaho

Illinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin

Wyoming

Low-income
(<200% FPL)

2013
38%
37
46
M
40
M
35
28
26
12
46
46
21
37
36
37
26
37
38
42
26
30
n
30
23
39
36
40
35
47
34
43
43
26
42
28
30
42
37
29
32
39
36
37
52
35
14
38
40
35
26
37

2014
31%

33
M
31
29
30
26
19
18
9
39
40
14
33
28
32
17
32
20
37
24
24
8
23
18
35
32
33
32
34
31
36
33
22
36
24
22
39
23
25
18
36
29
30
46
31
n
33
24
20
22
33

Note: FPL refers to federal poverty level.

- Data not available.

Adults ages 19-64 uninsured

Black,
non-Hispanic
2013 2014
24% 19%

24 22
23 15
28 19
21 13
20 15
18 n
14 9

n 8
33 26
28 24
26 18
27 23
7 -

24 22
26 17
31 27
15 n
10 9
24 16
21 15
30 25
27 25
30 19
31 18
22 18
31 -

17 13
27 21
22 17
27 27
20 -

22 18
22 -

27 23
23 19
27 22
22 19
23 n
21 18
22 17

White,
non-Hispanic
2013 2014
14% 1%

17 15
18 15
16 12
21 15
14 10
14 10
9 6
12 9

4 -

22 18
19 16
12 8
20 15
12 9
17 14
n 7
14 n
19 n
19 16
16 14
9

4 4
14 n
8 6
20 18
16 14
20 16
n 10
20 14
15 12
n 9
15 12
10 7
17 14
il 7
14 10
19 16
18 12
n 10
12 7
18 16
13 8
17 15
17 15
14 12
10 7
12 10
16 10
20 13
10 8
16 15

Hispanic
2013 2014
40% 33%

59 47
38 30
51 46
38 28
35 29
29 23
32 25
- 21
43 35
60 53
- 10
44 48
39 31
a1 36
31 21
42 37
53 45
53 48
a1 38
12 10
30 24
39 37
50 48
40 33
38 38
a1 35
a1 35
35 25
29 24
59 53
34 25
51 42
43 32
28 27
43 24
56 53
60 52
47 M
42 4
44 36
47 32
35 32
28 29

Data source: Commonwealth Fund Scorecard on State Health System Performance, 2015 Edition.

Adults age 18 or older who went without care
because of costs in past year

Low-income
(<200% FPL)

2013
28%
31
23
33
32
26
29
20
21
15
34
35
15
30
26
31
20
28
34
34
13
26
17
26
20
33
30
24
25
27
28
29
28
24
34
15
23
32
35
21
25
32
19
28
34
29
15
28
31
31
18
27

2014
26%
33
23
26
28
24
25
16
19
16
30
38
14
29
2
27
20
26
27
34
16
23
15
25
18
33
28
21
27
25
21
27
25
22
31
14
24
30
23
22
20
3
18
23
32
29
14
27
25
27
16
24

non-Hispanic
2012
21%

2
26
15
29
13
24
19
18
14
25
25

20
23
10
21
19
26
15
10
23
22
29
22
29
24
20
23
14
24
21
23
18
15
22
20
22
23
19
23
31
31

2014
19%

2
24
16
23
14
20
12
12
13
21
25
7
16
20
18
25
17
23

White,
non-Hispanic
2013 2014
12% 1%

14 16
13 n
13 13
18 16
n
12 10
9
10 9
6 8
15 14
16 14
8 9
14 15
9 9
13 14
9 8
10
19 15
17 15
10 10
9 8
7 7
14 13
9 7
17 16
12 13
13 n
n 10
14 14
il n
10 9
13 12
n 10
15 14
7 6
13 12
15 13
16 13
10 9
n 9
16 15
8 9
17 15
13 n
13 12
9 9
12 n
14 n
18 16
10 9
12 10

13
Hispanic
2013 2014
27% 24%

22 23
26 18
27 23
39 32
23 19
23 23
25 26
19 23
15 14
31 26
31 32
16 15
23 25
28 25
30 27
25 27
24 26
23 16
33 20
16 21
36 22
21 18
23 30
21 22
34 -
28 23
22 16
24 24
23 24
31 10
31 28
24 23
28 25
32 28
13 23
22 16
32 31
32 24
27 25
32 27
28 30
21 7

- 29
28 26
27 25
8 -
34 25
30 24
18 31
22 26
30 26
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FOREWORD

The Clear Choices Campaign is an advocacy effort ofthe Council for Affordable Health Coverage, which I help lead. We are dedicated
to the idea that improved transparency in health care will empower consumers to make better choices that will, in turn, lower
costs and improve health outcomes. To this end, we collectively support changing the laws and regulations that inhibit the use of

information in health care.

Done well, changes to improve transparency can offer a huge pay-off. According to Don Berwick, the former Administrator of the
Centers for Medicare and Medicaid Services, the lack oftransparency and competitive pricingwas responsible for between $84 billion
and $174 billion in wasteful spending last year. While transparency, by itself, will not cure all that ails our uncompetitive health care

system, it is a good place to start.

The Affordable Care Act's (ACA) insurance exchanges are tasked with providing consumers with the information and tools they need
to maximize the value of their insurance dollars. While the exchanges have made considerable upgrades to their websites since the
initial 2014 rollout, there is still substantial room forimprovement. Despite the existence and use of private sector technologies like
integrated provider network and drug formulary directories, consumerdecisions are hampered—needlessly—by websites that do not
go far enough to help them make the best possible coverage decisions. Any new program will have its fits and starts, but we should

not hobble ourselves by failing to use the best consumer-facing features and tools available.

Politically, both Democrats and Republicans see value in transparency. Republicans want markets to work. Democrats want to level

the real and perceived imbalances in the playing field. Both parties seem to wantan empowered consumer.

Therefore, our goal in developing this white paper is to offer constructive and practical recommendations to Congress, the
Administration, and state governments for the exchange websites to better support consumer welfare. We believe these reforms
will also improve the functioning of markets and enhance competition by better providing the necessary information needed for

consumers to make optimal health plan choices.

As biggerfights loom over health reform, some in both partieswantto identify and work on real problemsthatare adversely impacting
their constituents. We believe improving the exchange websites is an issue both parties can address without creating partisan

collateral damage, even in an election year. The Clear Choices Campaign encourages policymakers to do just that.

The paper’s primary author, Amit Rao, has done important work and spent countless hours drafting the paper and working on its
methodology. Forthat, lam thankful. lalso extend thanks to Paul Hewitt for his editing and methodological assistance, and to Katie
Allen for her collaboration in helping to finalize the paper. Finally, many thanks to members ofthe Clear Choices Campaign for all of

their feedback, advice, and counsel in developing this white paper. We all hope it leads to positive change.

Sincerely,
Joel C. White

President, Clear Choices Campaign



INTRODUCTION

Consumerism in health care is rapidly evolving, driven by rising costs,
improved data and information technology, new plan designs, and
the growing role of online comparison shopping in our everyday lives.
The Affordable Care Act's (ACA) online health insurance exchanges,
now entering their third year, are intended to offer consumers in
themarket for individual coverage a greater ability to view and
compare plan choices than before. Yet, how the exchanges present
plan information plays a major role in the choices consumers

make and, indeed, whether they purchase coverage at all.

Although nine in ten privately insured Americans still obtain coverage
through the workplace, a growing number are purchasing insurance
ontheirown.1AsofJune30,2015,9.9 million individuals were enrolled
in health plans available through the ACA's state-based and federally-
facilitated exchanges—most of whom receive public subsidies.2 The
Department of Health and Human Services (HHS) projects that this

number could reach up to 11.4 million in 2016.3 Another 7-10 million

Americans purchase individual health insurance directly from issuers

or through private insurance exchanges.4

In recent years, a broadening array of plan benefit designs, featuring

complex mixes of premiums, deductibles, consumer cost sharing,
formularies, and “narrow” provider networks, have raised the
stakes for consumers in choosing plans that fit their unique medical,
financial, and geographic circumstances. These designs are intended
to help curb wasteful utilization and improve quality
by incentivizing consumers to utilize high-value, in-network health
care services and providers. However, they also carry risks, particularly

if consumers are not properly equipped.

In this context, HealthCare.gov (the federally-facilitated exchange
website, which operates in 38 states) and the 13 state-based exchange
websites are tasked with providing consumers with the information

and tools they need to make informed health plan choices.

CLEARCHOICESCAMPAIGN.ORG



WHAT DEFINES
A SUCCESSFUL

Online Plan Enrollment Experience?

Research suggests that consumers typically need four primary features to best inform their online enrollment choices.67

Consumers need to:

Easily view, compare, and Identify their expected

Confirm whether a plan Navigate the website
understand their health total plan costs and covers their preferred smoothly and complete
plan options. determine eligibility for doctors and/or prescribed the enrollment process
financial assistance. medications. quickly.

With these core consumer goals in mind, this paper outlines the Clear Choices Campaign’s assessment of the insurance exchanges, pro-
vides a scorecard to grade the 2016 exchange websites (see Appendices), and offers suggestions for improving exchange websites to
facilitate better plan choices. The recommendations for exchange websites to better serve the consumer decision-making process and online
plan enrollment experience are based on current research and literature, as well as input from an array of consumer-industry stakeholders,
including health care consumers, providers, payers, life sciences companies, and employer groups.
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SUMMARY OF

POLICY RECOMMENDATIONS

To Improve Consumer Choices

CUSTOMIZED WINDOW-SHOPPING TOOL

Allow consumers to preview and compare customized plan choice information based on their personal circumstances prior to

creating a useraccount.

SMART. COMPARATIVE PLAN DISPLAY PAGE

Display health plan choices optimized to the consumer's personal circumstances, considering factors such as the type of health
plan, total out-of-pocket costs (premiums, deductibles, and cost sharing), eligibility for financial assistance and tax benefits,

preferred providers, and prescribed medications.

ACCESS TO DETAILED PLAN INFORMATION

Provide direct links to plan summaries of benefits and coverage, in-depth information on plan deductibles and cost sharing for
health care services, and direct links to plan provider networks and drug formularies that allow consumers to easily toggle back

and forth without leaving the window-shopping experience.

OUT-OF-POCKET COST CALCULATOR

Include a tool that provides an estimate of total annual out-of-pocket costs (premiums, deductibles, and cost sharing)

customized to the consumer’s health condition, anticipated health care usage, and prescribed medications.

INTEGRATED PROVIDER AND DRUG DIRECTORY TOOLS

Utilize integrated provider and drug directories that allow consumers to easily determine which plans cover their preferred

doctors and to assess the coverage tier and costsharing fortheir prescribed medications under each plan.

USER-FRIENDLY WEBSITE LANGUAGE AND NAVIGATION

Provide a user-friendly, intuitive website layoutthat uses clear language that is free ofjargon, requires a small number of steps

to access key information, and sim plifies consumer decision-making.

ACCURATE PLAN INFORMATION

Information on benefits, costsharing, provider networks, and drug formularies should be as accurate, current, and consistent as

possible, updated no less frequently than on a monthly basis.

0 CLEARCHOICESCAMPAIGN.ORG



CUSTOMIZED
Window-Shopping Tool

CONSUMER
GOALS

Allow consumers to preview and compare customized plan choice information based on their personal circumstances

priorto creating a user account.

Much like shopping for plane tickets or other services, consumers value the opportunity to easily browse their choices before creating
a user account that requires significant personal information. Duringthe first open enrollment period, many consumers expressed frustration at having
to create user accounts before being able to view health plans. Such front-end requirements may deter individuals from shopping for coverage. To
mitigate this problem, 13 of the 14 exchange websites (including HealthCare.gov) have adopted tools designed to allow consumers to

“window-shop” available plan choices.
Window-shopping tools, however, should allow for customization, so that consumers can quickly identify those plans most appropriate to their unique

medical, financial, and geographic circumstances. The exchange websites vary in this regard. HealthCare.gov and nine of the state-based exchanges

permit some degree of customization, whereas at least two exchange websites have no capacity for customization.8

RECOMMENDATIONS

All exchange websites should provide a window-shopping tool
that allows consumers to preview and compare plan choice

information prior to creating a user account.

The window-shopping tool should allow consumers to input
varying degrees of personal information (e.g., age, household
size, and income) to determine their eligibility for premium
subsidies and Cost-Sharing Reductions (CSRs), and to view
customized plan choice information that reflects this financial

determination.9

Exchange websites should clearly indicate that entering more
personal information will enable the window-shopping tool to
display increasingly customized plan options that better reflect

their health care needs and eligibility for financial assistance.



SMART, COMPARATIVE

Plan Display Page

O A

CONSUMER
GOALS

Display health plan choices optimized to the consumer’s personal circumstances, considering factors such as the type

of health plan, total out-of-pocket costs (premiums, deductibles, and costsharing),eligibility for financial assistance

and tax benefits, preferred providers, and prescribed medications.

The default order in which plans are displayed and the sorting
tools available to consumers can play an important role in shaping
choices. The default displays of seven exchange websites (including
HealthCare.gov) are ordered by premium cost. This default display
encourages consumers to choose plans based on premiums alone
and, hence, undervalue key factors that affect total costs, such as
deductibles, cost sharing, and coverage networks. For example, plans
with the lowest premiums will not always be the least costly option
for consumers with significant medical needs. In addition, website sort
options typically are limited to only on a few basic criteria beyond cost,
such as plan metal tiers, types (e.g., Health Maintenance Organizations)
and issuer. Finally, HealthCare.gov and eight state exchanges
automatically steer those eligible for CSRs to the Silver plans that
offer those benefits, while five states do not. Without such guidance,
consumers may be less likely to choose the most affordable options, or

even to enroll in the first place.D

Exchange websites should implement a smarter strategy for
displaying plan options and offering tools to help consumers
choose a health plan that works best for them. Evidence suggests
navigating through all potential health plan options can be confusing
and overwhelming for consumers, anmost exchange websites do not
offer sufficient support on the plan display page to help consumers
quickly identify high-value options that may best meet their needs.
In contrast, best-in-class private insurers and exchangesiuse “smart
tools” that walk consumers through the tradeoffs among different
types of plans and organize the display of options according
to best-fit. Many of these private websites have been in operation for
years prior to the launch of the ACA insurance exchanges and have
extensive data showing which tools and designs best support
consumer preferences and plan selection needs. The federally-
facilitated and state-based exchange websites can draw from the

private sector’s substantial experience in this area.

1Examples of best-in-class private exchange websites include eHealth, Getlnsured, GoHealth, HealthCare.com, Honeylnsured, and Stride Health.

" Details on the appropriate level of patient information needed for exchange websites to provide accurate out-of-pocket cost estimates are specified in the Out-of-Pocket Cost Calculator

section.

CLEARCHOICESCAMPAIGN.ORG
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SMART, COMPARATIVE
Plan Display Page

RECOMMENDATIONS

The default plan order should be based on a “Smart Sort”
that incorporates a number of factors, including consumer
preferences and the total annual out-of-pocket (premiums,

deductibles, and costsharing) cost estimate"” foreach plan.M

Allow consumers to sort and filter plans based on an expanded
set of factors, including plan deductibles, eligibility for CSRs, and

consumer preferences for providers and prescription drugs.2

Allow consumers to easily select several plans and compare
premiums, deductibles, cost sharing, total annual out-of-
pocket cost estimates, plan benefits, quality ratings, and
coverage of preferred providers and prescribed medications in a

side-by-side format.B

Clearly flag plans with tax benefits—premium subsidies, CSRs,

and HSAs—forconsumers eligible to receive financial assistance. ¥

. In particular, automatically prioritize Silver plans for

consumers determined eligible for CSRs.

Utilize "smart tools” that walk consumers through the tradeoffs of
different types of plans and prioritize the display of health plans

based onthe consumer’sinputto quickly highlight best-fitoptions.15

. Some consumers may be overwhelmed by too many plan
choices, in which case a smart interactive tool can help in

identifying high-value plan options.16

. Exchange websites should consider adopting or building from

numerous smarttools already in use by the private sector.

Plan quality ratings should be provided alongside cost information

foreach plan to facilitate appropriate plan comparisons.T718

M See this article for more information: “What Expedia, Kayak could teach the ACA exchanges.”
FierceHea 1thPayer, 4 Nov 15. http://www fiercehealthpayer.com/story/what-expedia-kayak-
could-teach-aca-exchanges/2015-11-04.



Detailed Plan Cost and Benefit Information

CONSUMER
GOALS

Provide direct links to plan summaries of benefits and coverage, in-depth information on plan deductibles and cost
sharing for health care services, and direct links to plan provider networks and drug formularies that allow consumers to

easily toggle back and forth without leaving the window-shopping experience.

To help consumers better understand their health plan options, exchange websites should directly provide detailed information on each plan’s
cost and benefit structures. While all exchange websites now include links to insurer-provided summary of benefits and coverage documents, the

overview of cost and benefit information on the exchange websites themselves still need significant improvement.

Notably, the detailed plan information does not always clearly specify which products and services are subject to the plan’s deductible. When
consumers do not understand how a plan deductible may affect their cost sharing—especially for common benefits such as physician visits and
prescription drugs—the result is unnecessary confusion and unexpected costs. In addition, the federally-facilitated and state-based exchange
websites offer consumers only limited flexibility to customize the cost-sharing information based on their expected levels of health care utilization.
Another common weakness is that the websites do not always indicate the financial implications of seeking health care services out-of-network,

which, in most cases, is significant.

Exchange websites should present easy-to-understand plan information directly following the exchange’s main display page. Consumers should be

able to quickly find comprehensive plan information on the exchange website or from the issuer directly as needed.

RECOMMENDATIONS

Provide direct links on the plan display page to summaries of benefits Clearly identify preventive services as requiring no cost sharing
and coverage, detailed information on deductibles and cost sharing, for the consumer.2

provider networks, and prescription drugformularies.
Alert consumers to the risk of higher cost sharing for health care

Clearly highlight all specific services subject to or exempt services accessed out-of-network.3

from a plan deductible to ensure that consumers accurately

perceive their expected cost sharing 21 *  The detailed plan information should clarify the benefit

structure that applies for the type of out-of-network care

« If a plan has a separate medical and drug deductibles, clearly (e.g., 20% coinsurance) and indicate whether consumer
specify which deductible applies for which services and how the payments for such care would count towards the plan
deductibles relate to each other. deductible and out-of-pocket maximum.

* Clearly specify how deductibles differ in application for Provide direct links to the specific plan page on insurer websites

individuals or a family enrolled in a plan, if applicable (e.g. for consumers that wish to obtain more information about

total plan deductible versus a per-person deductible for certain plans.2

family coverage).
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OUT-OF-POCKET

Cost Calculator

CONSUMER
GOALS

Include a tool that provides an estimate of total annual out-of-pocket costs (premiums, deductibles, and cost sharing)

customized to the consumer’s health condition, anticipated health care usage, and prescribed medications.

When displaying plan options, exchange
websites  should help consumers calculate
their expected out-of-pocket costs and

assess the cost tradeoffs of different health plan

options. At present, most exchange
websites (eight of 13, excluding Vermont Health
Connect) do not include a tool that helps
consumers calculate or compare estimates of

their total annual out-of-pocket costs, including

remiums, deductibles, and cost sharing.
Currently, these websites generally allow
consumers to view cost-sharing policies

for various categories of care, and to make
eyeball comparisons between several plans,

but these features provide little detail as to how

each plan’s benefit structure would affect a

consumer's expected annual costs.

For the 2016 Open Enrollment period, five

exchange websites (including Healthcare,
gov) have added a new Out-of-Pocket Cost
Calculator designed to help consumers better
understand their expected plan costs. In
most cases, though, consumers are not given
the option to provide the extensive detail
needed to make reliablecost estimates. For
example, HealthCare.gov  only  allows
consumers to select a general preset range
care utilization

of expected health (low/

medium/high) to be factored into the

calculation for each family member applying

for coverage. Estimates based on such

general levels of detail can significantly
understate the plan's expected total out-of-
pocket costs. The most accurate calculators,
such as the tool used by the Kentucky exchange
(Kynect), allows consumers to specify known
health conditions,

anticipated health care

procedures, and prescribed medications.
Exchange websites should allow consumers
the option of entering specific health informa-
tion and provide an easy comparison of such
customized out-of-pocket cost estimates across

all applicable plans.



OUT-OF-POCKET

Cost Calculator

RECOMMENDATIONS

Include an Out-of-Pocket Cost Calculator tool that provides
an estimate of total annual out-of-pocket costs (premiums,
deductibles, and cost sharing) customized to the consumer’s
health and financial status. 5%

Specify that the total annual out-of-pocket cost estimate
provided on the exchange website includes premiums,
deductibles, and cost sharing. Distinguish this cost
estimate from information provided on the plan
out-of-pocket maximum, as defined in the ACA statute as
the limit consumers can pay towards the plan deductible

and cost sharing (premiums excluded).

Allow consumers to provide input on all of the following
factors for each family member applying for coverage:
common or known health conditions, anticipated health

care procedures/usage, and prescribed medications.

«  Although optional, exchange websites should clearly
indicate to consumers that entering more health
information will enable the tool to provide increasingly

customized and accurate out-of-pocket cost estimates.

The tool should support consumers on the plan
display page in more easily comparing the estimate of total
annual out-of-pocket costs between health plan options to
better assess the potential tradeoffs between premiums,

deductibles, cost sharing, and benefits.

Provide the Out-of-Pocket Cost Calculator tool methodology
as open-source for stakeholders to review and suggest

improvements for the accuracy of cost estimates.

Exchange websites may also consider including an Individual
Mandate Penalty Calculator that accurately estimates the
fee consumers may face if they choose not to purchase

qualified coverage.
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INTEGRATED PROVIDER QO

And Dru% Directory Tools consumer

GOALS

Utilize integrated provider and drug directories that allow consumers to easily determine which plans cover their

preferred doctors and to assess the coverage tier and cost sharing for their prescribed medications under each plan.

A chief concern for consumers when evaluating plan options is
determining whether their doctor or preferred hospital
participates in their plan. They also want to know if their
prescribed medications are covered and what their cost-
sharing obligations might be on the plan formulary. In
most cases, exchange websites provide direct links to plan
provider networks and formulary directories hosted on the
insurer's website, a method that limits consumers’ ability to
quickly search for and compare all plan options that include

their particular providers or prescription drugs.2Z

For the 2016 Open Enroliment period, three exchange websites
include integrated provider search tools, while six include
integrated drug search tools. These tools allow consumers to
quickly determine whether plans cover their preferred providers
and prescribed medications.ZZ In most cases, however, they
do not include filters designed to highlight all of the plans
being offered that coverthe consumer’s preferred providers and
prescribed medications. In addition, the integrated drug
directories generally do not includeessential information on
coverage tier and cost sharing for the consumer’s prescribed

medications.

Exchanges should include integrated provider and drug
directory tools that help consumers easily search for, filter, and
compare plans that covertheir preferred providers and prescribed
medications, as well as access coverage tier and cost-sharing

information for prescription drugs.

RECOMMENDATIONS

Include built-in tools (i.e, non-external site) that provide a
standardized, user-friendly means for consumers to easily
search for and compare health plans that cover their preferred

providers and prescribed medications.®

The tools should allow consumers to enter multiple
providers and/or drugs into one search, indicate coverage on
the plan display page while window-shopping, and provide a
filter to highlight plans which cover the consumer’s preferred

providers and/or prescribed medications.303

Consumers should have several options to vary, sort, and filter

their search results, including, but not necessarily limited to:2

«  Provider networks: provider type (e.g, primary care,
specialist), facility type (e.g., physician office, hospital), and

distance (e.g.,, based on the consumer’s location); and

»  Drug formularies: Medication dosage level (if desired, but
not required), generic drug availability, coverage tier, and

utilization management restrictions, if applicable.

Integrated drug directories should indicate prescription drug
coverage with coverage tier and cost-sharing information

(similarto the Medicare Drug Finder).

Consumers should be able to access the integrated provider

and drug directory tools from the plan display page.3

State-based exchange websites should make their integrated
irectory data available for public use in a machine-readable
format, similar to the availability of the Application Program

Interface (API) for HealthCare.gov.



USER-FRIENDLY

Website Language and Navigation

CONSUMER
GOALS

Provide a user-friendly, intuitive website layout that uses clear language that is free ofjargon, requires a small number

of steps to access key information, and simplifies consumer decision-making.

When using exchange websites, consumers seek to easily navigate website platforms, understand the information presented, and
quickly complete the enrollment process. Website language and layout should make the often complicated choices involved as easy as
possible.34 Some exchange websites provide cluttered layouts, require too many clicks to obtain needed enrollment information, and rely too
heavily on complicated text when visuals might better accomplish the same purpose. In addition, while HealthCare.gov offers a mobile phone
layout option, not all state-based exchange websites support mobile accessibility, which may create barriers for consumers who primarily

utilize smartphones to access the Internet.3

User-friendly website navigation should also include accessibility for multiple major languages. Two of the 13 state-based exchanges do not offer
any non-English language assistance, while seven exchange websites (including HealthCare.gov) support only Spanish. In addition to Spanish, the
major languages commonly supported in the private sector include Chinese, Russian, Tagalog, French, German, and Hindi. The lack of accessibility on

exchange websites needlessly limits enroliment by consumers with limited English proficiency.

Currently, exchange websites vary significantly in how user-friendly they are across platforms and all may benefit from improvements to

comprehension, layout, accessibility, and consumer support.
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USER FRIENDLY
Website Language and Navigation

RECOMMENDATIONS

Have an intuitive design and layout Consumers may
have more difficulty following content if the words are
difficult to read (due to font size, spacing, or color) or if

the layout is too cluttered.%

Require minimal clicks from the homepage to access
the window-shopping tool and other key plan and

enrollment information.37

Use plain and concise language that is free of academic,
bureaucratic, or legalistic jargon.38 A “living room”
conversational tone will reach consumers more
effectively than atechnical tone. Include tutorials when
use of insurance jargon in required that helps provide a

clear definition of the term.

Break up and highlight important content by using
bolds, italics, underlines, section headers, checklists,

numbers, bullets, and arrows.®

Utilize a progress barto guide the consumerthrough
multiple steps and indicate which stage of the plan

selection process they are in screen-by-screen.4J4l

Use visuals (images, graphs, tables) to help clarify plan
information.® Generally, the less text and more visuals,

the better for consumer viewing comprehension.

Provide easy-to-follow (walkthrough or hover-over)
definitions of key plan display page features and terms.
If consumers need additional help, provide supporting
tutorials, and connections to

links, interactive

insurance brokers.88

Provide language accessibility support across multiple
languages to help non-English consumers to enroll
in coverage.#4 Websites should prominently flag how
consumers can obtain assistance in other languages

on the website homepage.6



ACCURATE

Plan Information

CONSUMER
GOALS

Provide a user-friendly, intuitive website layout that uses clear language that is free ofjargon, requires a small number

of steps to access key information, and simplifies consumer decision-making.

At their core, delivering accurate plan
information is a primary function for all
exchange websites. Information that is
inaccurate or inconsistent across plans
may erode trust or do actual harm by
facilitating decisions at odds with a consumer’s
best medical or financial interests. In this
regard, consumers and navigators have raised
concerns about the reliability of certain
health plan information presented on the

exchange websites.4%

Inconsistencies between a website’s plan
overview page and a plan’s summary of benefits
and coverage—particularly with respect to the
application ofa plan deductibleand costsharing
for health care services—are a well-documented

problem. In addition, there are sometimes

discrepancies between plan names on the
exchange websites and on an insurer's website,
which may complicate consumer efforts to
obtain assistance with a particular plan.
Consumers generally look at the plan
overview page found on the exchange website,
whereas plans strictly adhere to plan contracts,
whose information is summarized in detail for
consumers in the summary of benefits and
coverage document. Such inconsistencies have
the potential to negatively impact consumer

decision-making.4

Consumers also have reported issues with
the accuracy of information on plan provider
networks and drug formularies presented on
exchange websites. In these cases, consumers

typically select a plan believing their preferred

RECOMMENDATIONS

provider is in-network, only to later discover
that the provider no longer contracts with the
plan. Similar problems arise less frequently with
prescription drug formularies, though they
remain a concern. Inaccurate or outdated
information regarding provider or prescription
drug coverage can be particularly disruptive
for consumers.48 Accurate directories require
information to be shared both ways among all

entities involved.

Exchange websites should take further
measures, in conjunction with plans, providers,
and regulators, to ensure that the plan
informationpresented to consumers is accurate,
consistent across multiple sources, and updated

on at least a monthly basis®

Ensure that plans provide consistent information
across the website plan overview page, the underlying
plan summary of benefits and coverage document,

and plan contracts.®

Regularly spot check the accuracy of plan information,
particularly for data on benefits, cost sharing, provider

networks, and drug formularies.5l

Provide an easy means for consumers to report
potential inconsistencies they observe with plan

information for review.2

Require plan provider networks and drug
formularies to have accurate and consistent data,

updated no less frequently than on a monthly basis.3

Include “last modified” timestamps on the plan
display page to indicate to consumers when the plan

information available was last updated by the insurer.
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CONCLUSION

Going into the 2016 Open Enroliment period, HHS has identified
approximately 10.5 million uninsured Americans who were eligible
for exchange plan coverage in 2015 but did not enroll.% To help
reach this untapped market and better match consumers with
plans that meet their health care needs and financial circumstances,
exchange websites should work towards best practices in providing
the kinds of information and tools consumers need in order to

effectively comparison shop and enroll in coverage.%

To this end, exchange websites should provide customized
window-shopping tools and utilize smart, comparative plan
display pages. Exchange websites should incorporate Out-
of-Pocket Cost Calculator tools that provide a customized
estimate of total annual out-of-pocket costs—including premiums,
deductibles, and cost sharing—to help consumers clearly identify
theirexpected plan costs and eligibility forfinancial assistance.
Exchange websites should also utilize integrated plan provider

and drug directories, to allow consumers to easily search for

and compare plans that provide the best coverage for their
preferred doctors and/or prescribed medications. Finally, to provide
consumers with an efficient and effective overall enroliment
experience, exchange websites should encourage accessibility
through user-friendly language and website navigation and
ensure validity through accurate plan information across all pages.
Given that many of these features have already been developed
and utilized on private exchange websites, HHS should consider
incorporating or contracting out certain consumer-facing features

to the private sector.

Empowering consumers to effectively evaluate and compare
health plan choices is critical to ensuring they have the best
chance to select a plan that meets their needs. Better information
on coverage options can help reduce costs and improve health
outcomes. By adopting the recommendations outlined in this
paper, exchange websites can reduce costs for consumers and

taxpayers alike.
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APPENDIX

WINDOW-SHOPPING SMIART, COVPARATIVE
INSURANCE TOOL PLAN DISPLAY PAGE
EXCHANGE
WEBSITE ANONYVOUS CUSTOMIZED DEFAULT SIDE-BY-SIDE SHART
BROWSING PLANINFO ORDER CONMPARISONS
KYNECT YES 4 ENOTYES NO
HEALTHPLANFINDER ~~ YES a rremims - YES YES
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INSURANCE EXCHANGE

Websites Scorecard
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*N/A: Indicates that the exchange website features were not accessible for evaluation because the website did not offer a window-shopping tool. "'Indexed Weighted Composite Score
"Your Health Idaho's Out-of-Pocket Cost Calculator only provides a “Low” “Medium,” or “High" cost estimate for each plan, which offers lower utility than a specific dollar amount for consumers.
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SCORECARD
Methodology

The exchange website analysis for the scorecard was conducted between

November 17-25,2015, using window-shopping tools as available.

OVERVIEW

SCORING SYSTEM

Each column is scored based on one of the following metrics, depending on the

column'’s particular criteria as outlined below.

Yes/No Provides a simple binary classification to indicate

whether the question is satisfied.

Categorical Variable: Specifies the type of feature in use by the

exchange website out of a defined set of options.

Letter Grade: Indicates the level of proficiency at which the
criteria are satisfied. Generally, the letter grades are scored as
follows. Underlined text in the criteria description indicate key

factors for distinguishing between scoring grades.

Meets all criteria for this category.

Meets most criteria for this category.

Meets some criteria for this category.

Meets minimal criteria for this category and provides little

utility to the consumer in their current construction.

O °aE°

Meets none of the criteria for this category (e.g., the feature

is not provided).
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CRITERIA

ANONYMOUS BROWSING (YES/NO)

Allow consumers to preview and compare customized plan
choice information based on their personal circumstances priorto

creatinga user account.

CUSTOMIZED PLAN INFO
(LETTER GRADE):

Indicates whether the window-shopping tool allows
consumers to input their personal information (age, household
size, and income) to determine eligibility for financial assistance

and access customized plan choice information.

Determines the consumer’s eligibility for premium
subsidies and Cost-Sharing Reductions and provides
customized plan choice

information based on these financial determinations.

Determines the consumer’s eligibility for premium
subsidies only and provides customized plan choice

information based on this financial determination.

Determines the consumer’s eligibility for premium
subsidies and/or Cost-Sharing Reductions but does not
provide customized plan choice information based on

this financial determination.

Does not allow consumers to input personal informa-
tion to determine eligibility forfinancial assistance and
access customized plan choice information within the

window-shopping tool.

DEFAULT ORDER
(CATEGORICAL VARIABLE):

Specifies the default order in which plan options are

displayed. Options include "Premiums,” “Yearly Cost Estimate,”

. “Smart Sort” indicates that the default plan order
incorporates a number of factors, including consumer
preferences and the total estimated annual out-of-pocket

costs (premiums, deductibles, and plan cost sharing).

2]

SIDE-BY-SIDE COMPARISONS
(YES/NO):

Indicates whether the plan display page allows consumers to
select plans and compare benefits and cost-sharing information

side-by-side.

SMART PLAN FINDER (YES/NO):

Indicates whether the plan display page includes a “smart tool”
that prioritizes the display of health plans based on the consumer’s

input to quickly highlight best-fit options.

HIGHLIGHTS CSR PLANS (YES/NO):
Indicates whether the plan display page highlights Silver plans

by default for consumers eligible for Cost-Sharing Reductions.

OUT-OF-POCKET COST CALCULATOR

Indicates whether the exchange website includes a tool that
provides an estimate of total annual out-of-pocket costs
(premiums, deductibles, and cost sharing) customized to the

consumer’s health and financial status.

Allows consumers to provide input on all of the following
factors for each family member applying for coverage:
common health conditions, anticipated health care

procedures/usage, and prescribed medications.

Allows consumers to provide input on some ofthe
following factors for each family member applying for
coverage: common health conditions, anticipated health care

procedures/usage, and prescribed medications.

G Allows consumers to select a general preset range of

expected health care utilization (e.g., Low/Medium/High)
or general health status (e.g., Poor/Moderate/Good) only

for each family member applying for coverage.

G Does not include a tool to provide consumers with a

customized estimate of total annual out-of-pocket costs.



INTEGRATED PROVIDER DIRECTORY
(LETTER GRADE):

Indicates whether the exchange website includes a built-in tool
(non-external site) that allows consumers to search for plans that

cover their preferred providers.

Indicates provider coverage on the plan display page
while window-shopping and provides a filter to highlight

plans that cover the consumer’s preferred providers.

o Indicates provider coverage on the plan display page
while window-shopping but does not provide a filter
to highlight plans that cover the consumer’s preferred

providers.

G Allows consumers to search for plans that cover their
preferred providers but does not indicate provider
coverage on the plan display page while window-shop-
ping and does not provide a filterto highlight plans that

cover the consumer’s preferred providers.

G Does not include a built-in tool for consumers to search

for plans that cover their preferred providers.

INTEGRATED DRUG DIRECTORY
(LETTER GRADE):

Indicates whether the exchange website includes a built-in tool
(non-external site) that allows consumers to search for plans that

covertheir prescribed medications.

0 Indicates prescription drug coverage, with coverage tier
and cost-sharing information, on the plan display page
while window-shopping and provides a filterto highlight

plans that cover the consumer’s prescribed medications.

0 Indicates prescription drug coverage, without coverage
tier and cost-sharing information, on the plan display
page while window-shopping and provides a filterto
highlight plans that cover the consumer’s prescribed

medications.

G Indicates prescription drug coverage, without coverage
tier and cost-sharing information, on the plan display
page while window-shopping but does not provide a filter
to highlight plans that cover the consumer’s prescribed

medications.

G Does not include a built-in tool for consumers to search

for plans that cover their prescribed medications.

LAYOUT (LETTER GRADE):

Indicates whether the exchange website has an intuitive design

and provides easy explanations of terms for consumers.

Requires minimal clicks from homepage to access the

window-shopping tool, and includes all of the following
items: plain and concise language, a progress barwhile
entering personal information (if multiple pages), easy-
to-follow (walkthrough or hover-over) definitions of key

features/terms, and a lack of clutter.

Requires minimal clicks from homepage to access the
window-shopping tool, and includes most of the
following items: plain and concise language, a progress
barwhile entering personal information (if multiple
pages), easy-to-follow (walkthrough or hover-over)

definitions of key features/terms, and a lack of clutter.

G Requires minimal clicks from homepage to access the

window-shopping tool, and includes some of the
following items: plain and concise language, a progress
barwhile entering personal information (if multiple
pages), easy-to-follow (walkthrough or hover-over)

definitions of key features/terms, and a lack of clutter.

Does not require minimal clicks from homepage to
access the window-shopping tool, and includes few of
the following items: plain and concise language, a
progress barwhile entering personal information (if
multiple pages), easy-to-follow (walkthrough or
hover-over) definitions of key features/terms and a lack

of clutter.

LANGUAGE ACCESSIBILITY
(LETTER GRADE):

Indicates whether the exchange website prominently features

non-English language assistance.

Displays language support prominently on the homepage

for multiple languages.

Displays language support prominently on the homepage

for a single language (usually Spanish).

Does not display language support on the homepage,
does not provide language support through the website,

or relies on basic google translation for language support.
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INDEXED WEIGHTED COMPOSITE

The central finding of the 2016 Insurance Exchange Websites Scorecard is that the various exchange websites differ widely in their functionality and

in how effectively they help consumers identify and select the health plans that best fit their unique circumstances. There is a question as to how

meaningful those differences are, however. To help answer this, the final column of the scorecard provides a measure of relative functionality in the

form of an indexed weighted composite. On this index, the highest possible score is 100.

As shown in Table B-I, most exchange websites are clustered in the middle of the distribution. HealthCare.gov, which operates in 38 states, has a

score of 63, which also happens to be the median. Overall, there are clear leaders and laggards among the exchange websites.

84

74

7

64

63

63

63

63

61

59

55

35

30

N/A*

TABLE B-I:

KYNECT

WASHINGTON HEALTHPLANFIN DER

ACCESS HEALTH CT

COVERED CALIFORNIA

HEALTHCARE.GOV

DC HEALTH LINK

MARYLAND HEALTH CONNECTION

HEALTHSOURCE RI

MNSURE

H IDAHO

CONNECT FOR HEALTH COLORADO

SACHUSETTS HEALTH CONNECTOR

gijgW YORK STATE OF HEALTH

IVERMONT HEALTH CONNECT

INDEXED WEIGHTED COMPOSITE SCORES

In developing this composite, we weighted each of
the 11 primary features evaluated in this study on a
scale of 1to 10, based on our assessments of their
relative importance. We weighted seven of the 11
features as 10. Two features—"Default Order” and
“Highlights CSR Plans"—we weighted as 8; while
two other features—'Side-by Side Comparisons”
and “language Accessibility"—we rated as 5. For
example, most of the websites provide Spanish
language accessibility. Therefore, we felt that
support for, say, Chinese or Tagalog (the third and
fourth most widely spoken languages in the U.S.),
was not on par with providing a window-shopping
tool or Out-of-Pocket Cost Calculator. Those features
with an 8 weighting were relatively less important
only because other features could allow consumers

to accomplish the same or similar tasks with,
perhaps, another step or two. Had we weighted all
factors as 10, the ranking would still be essentially
the same, with modest differences in the middle of

the distribution.
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Opinion

Choosing a Health Insurance Plan
Complexity and Consequences

Individuals who dread the annual ritual of choosing a
health insurance plan might take solace in learning
that they are not alone in feeling overwhelmed by the
complexity of plan choice. For many, selecting a
health plan is a source of considerable confusion and
distress. The complexity of plan choice arises in part
from wide variation among plans across the 4 features
that determine how health costs are shared between
the insurer and enrollee: the deductible, co-payment,
co-insurance, and out-of-pocket spending limits. Con-
sumers aspiring to make an informed choice across
plans must evaluate the trade-off between each of
these cost-sharing features and premiums, after care-
fully considering their projected health expenses,
because paying for greater cost-sharing makes most
sense if a person anticipates significant medical costs.
Recent research, however, suggests that most con-
sumers do not understand even the basics of health
insurance. A 2013 survey of 202 insured US adults
found that only 14% could answer 4 simple multiple-
choice questions regarding the definition of cost-
sharing features. Additionally, when presented with a
simplified plan, most respondents were unable to
accurately estimate the cost of their medical services.1
Complicating decisions further, plans typically differ
on additional dimensions, such as which physicians

Individuals who dread the annual ritual
of choosing a health insurance plan
might take solace in learning that they
are not alone in feeling overwhelmed by

the complexity of plan choice.

are included in the network, the medical services cov-
ered, and insurer reputation for the speed and ease of
processing claims.

This lack of understanding has significant conse-
quences. A recent study investigated the decisions of
23 894 employees at a Fortune 50 firm who "built"
their own insurance policy from a menu of 48 plans
that differed in cost sharing (eg, employees could
choose between 4 available deductibles) and in premi-
ums but were otherwise identical (eg, plans were
administered by the same insurer and featured the
same physician networks).2 Because premiums for the
plans were set in a manner that made high-deductible
plans unambiguously less expensive than other
plans, regardless of the employee's health or tolerance
for financial risk, this setting provided a clear test of the
ability of consumers to make good decisions. Employ-

ees failed this test. Sixty-one percent of employees
chose plans for which no level or pattern of their health
care spending couldjustify their choice. These mistakes
led to overspending by employees equivalent to 42%
of the cost of their yearly insurance premiums.

Intuition might point to the large number of avail-
able plans as the underlying cause for inefficient plan
choice, but a series of follow-up studies found that
individuals made nearly identical choices when given
a small number of simply presented options. The
research concluded that the main barrier to financially
efficient choice was not the number of options con-
fronting employees, nor the transparency of their pre-
sentation, but rather the same lack of basic under-
standing of health insurance revealed by survey
respondents in the previously discussed study of
health insurance literacy.

The consequences of complicated insurance plans
extend beyond the choices people make between poli-
cies. Much of the complexity of health insurance comes
from elaborate incentives designed to discourage ineffi-
cient use of medical services. However, such incentives
are unlikely to have much influence on the decisions of
individuals who do not understand their policies.34

The architects ofthe Affordable Care Act (ACA) were
not naive to the perils of complicated plan choice. The
legislation enacting the ACA funded in-
formational outreach, standardized cov-
erage so that every plan covered a set of
basic medical services, and mandated
transparent communication of plan de-
tails. Perhaps most notably, the ACA or-
ganized plans on its exchanges into4 dif-
ferent cost-sharing "tiers" Within each
tier, plans were required to cover a pre-
determined fraction of essential health ex-
penses for the typical plan enrollee. Tiers were given dis-
tinctive metal labels correspondingtotheir actuarial level
of coverage sothat bronze plans paid approximately 60%
of covered spending across all enrollees, whereas silver
(70%), gold (80%), and platinum (90%) plans offered
higher levels of financial coverage. However, one inves-
tigation of hypothetical plan choices with plan menus de-
signed to mimic those ofthe exchanges found that metal
labels (eg, bronze, silver, gold), ratherthan facilitating bet-
ter decisions, worsened choices compared with generic
labels (eg, planA, plan B, plan C) (unpublished data, S. B,
G. L, and S. Benartzi, "The Costs of Poor Health Plan
Choice and Prescriptions for Reform" Carnegie Mellon
Universityworking paper). The same study found that al-
ternative plan labels that encouraged consumers to fore-
cast how much care they anticipated needing did have a
modestly beneficial effect, suggesting that participants
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may have misinterpreted metal labels as signals of quality, or the
breadth of services covered, rather than the degree of cost sharing.

Although the media and policy makers have devoted consider-
able attention to howthe ACA has influenced the magnitude of plan
premiums, the question of whether consumers make sensible
choices given the premiums they face has been largely ignored. De-
spite strict regulations governing how plans are priced, consumers
may risk financial loss by choosinga plan incommensurate with their
health needs.

To appreciate the financial consequences of choice inthe ACA
exchanges, consider a childless couple of 40-year-old nonsmok-
ers, with income level exceeding400% ofthe Federal Poverty Level
and residing in Pittsburgh, Pennsylvania. Based on their demo-
graphic characteristics and information about available plans intheir
area, last year this couple would have a choice of 54 plans ranging
in annual premiums from $3648 to $10 584.5To simplify the ex-
ample, suppose that this couple restricted themselves to a choice
between the least expensive plans from each of the 4 tiers, which,
in this example, happen to be offered by the same insurer. At one
extreme, suppose the couple was relatively healthy and ended up
needing little or no health services beyond preventive care. If this
couple had wisely chosen the bronze plan, they would have spent a
total of $3648 (premium + no out-of-pocket spending), which is less
than half of the $8748 they would have spent had they chosen the
platinum plan. Atthe opposite extreme, suppose the couple was un-
healthy and incurred medical care costs that exceeded the spend-
ing limits set by the ACA (eg, an episode involving a short hospital-
ization). This couple would have spent a minimum of $11184, had
they chosen the gold plan (the best planforthem), and upto $17 292
ifthey had chosen the silver plan (the worst plan for them). The dif-
ferences in projected spending are unaffected by the premium tax
credit for which most enrollees are eligible, but which can be
applied to any tier. These estimates would change for the smaller
number of couples whose income qualifies them for a cost-sharing
reduction, which requires enrolling in a silver tier plan. The conse-

quences of plan choice are therefore significant. To make a finan-
cially efficient choice, enrollees, most of whom lack extensive prior
experiencewith insurance, would have tocarefully consider the com-
plicated relationship between plan cost, cost sharing, and their
expected health risk.

Given the complexity and consequences of these decisions,
what can policy makers do? Behavioral economists have proposed
strategies such as providing consumers with decision aids—eg,
education through scenario-based examples or personalized rec-
ommendations—er, more aggressively, the use of plan "defaults" or
restricted menus tailored to each consumer.6 However, while intel-
ligently designed choice architecture has improved decisions in other
domains,7a more effective long-term policy would be to encour-
age substantial simplification of health insurance. Insurance prod-
ucts free of the complex features that consumers are least able to
understand, such as deductibles and co-insurance, would more likely
help consumers make informed decisions regarding plan choice and
utilization. Simpler insurance may also lead to better market out-
comes, such as lower-priced and higher-quality plans. Recent re-
search by behavioral economists finds that when consumers are con-
fused about product features—for example, by credit cards with
short-lived "teaser" rates—market competition is less likely to
benefit consumers in the ways that economists typically predict.8

The economic rationale policy makers have offered for the ex-
pansion of choice (as exemplified by the 47 plans available to the
typical ACA enrollee) is that greater choice will enable consumers
to find plans that meet their needs and will stimulate competition
among insurers, leading to improvements in plan price and quality.
However, these benefits are unlikely to emerge if consumers are in-
capable of making informed plan comparisons. Taken together, the
evidence suggests that policies advancing the fundamental simpli-
fication of insurance may offer the greatest promise of improving
the quality of enrollee decisions, encouraging advantageous com-
petition between insurers, and alleviating the anxiety that grips
consumers every year during open enrollment.
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Though not yet six years old, the Affordable Care
Act (ACA) has accumulated a record of remarkable
accomplishments. Despite uncompromising political
opposition; widespread public misunderstanding;
serious underfunding; numerous lawsuits, three of
which have so far made it to the Supreme Court; and
major technological failures at launch, the ACA has
largely succeeded in its principal task—enrolling tens
of millions of people in health insurance coverage.
Indeed the period from 2010 to 2015 may be the most

successful five years in the modern history of health

policy.

The ACA has already achieved many significant

accomplishments:

« The ACA has reduced the ranks of the
uninsured by an estimated 176 million since it
was adopted in2010.' This is a striking reduction,
especially in light of the refusal of twenty states

to implement the ACAs Medicaid expansion,

one of the ACA's core coverage strategies.2The
percentage of Americans under the age of 65
who lack health insurance is now lower than at

any point in the past five decades (see Figure 1).

« Hospital expenditures for uncompensated
care have plummeted by $74 billion, with the
decline particularly great in states that embrace

the ACAs Medicaid expansion.3

 Health care prices have grown at an annual
rate of 1.6 percent since the ACA was adopted,
roughly in line with overall inflation and the
slowest rate for any comparable period for the
past half century.4 Economic conditions have
contributed to this favorable trend, but the

A CA also played a helpful role.

« Public health care expenditure growth has
markedly slowed, which suggests the change

extends beyond transient economic patterns

This brief can be found online at: http://apps.tcf.org/key-proposals-to-strengthen-the-aca
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FIGURE 1

UNINSURED AMERICANS UNDER AGE 65

1972 to 2015
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associated with the Great Recession. The ACA
is now projected to reduce budget deficits far
more than was projected at the bill's passage.5
Between January and March 2015 alone, the
Congressional Budget Office (CBO) and
the Joint Committee on Taxation reduced
their estimated costs of ACAs 2015-2025
coverage provisions by $142 billion.6 Medicare
expenditure growth has fallen markedly below
original projections. In2008, for example, CBO'’s
projected that Medicare’s net mandatory outlays
would be $759 billion in calendar year 2018.
CBO now projects that Medicare will spend
only $574 billion in that same year, 24 percent
less than predicted before the ACA (see Figure
2). State expenditures associated with the ACA

have also been restrained, with lower Medicaid

The Century Foundation | tcforg

expenditure growth observed within states that
embraced the ACAs Medicaid expansion than

in their non-expansion counterparts.

« Average monthly premiums on the new
marketplaces are proving reasonable, with
manageable  premium  growth in  most
major markets since the ACAs enactment.7
Between 2014 and 2015, the population-
weighted national average premium increase
in the lowest-cost silver plan was 2.9 percent.8
Although 2015-16 premium growth varies by
location and plan, average premium growth for
the benchmark second-lowest cost silver plan
was 7.2 percent,9well below average premium

growth in the three years preceding the ACA.D



FIGURE 2

PROJECTED NET MANDATORY MEDICARE OUTLAYS FOR 2018
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« Recent data on hospital infection, preventive

care, and avoidable hospital readmission
(alongside continued striking progress in age-
adjusted survival) suggest that American
medical care is better? and saferR than it
has ever been. Incentives and new payment
arrangements enacted under the ACA played

an important part in these improvements.

Despite these accomplishments, our health care system
continues to face serious challenges, some traceable
to flaws and weaknesses in the ACA. The ACA
undertook from the beginning an ambitious reform
agenda, but some of its approaches have turned out
to be ineffective, poorly targeted, or not ambitious

enough to address deeply rooted problems.

The Century Foundation | tcforg

Many of the remaining challenges in health care reform
reflect the inherent complexities and path-dependency
of the American system and were beyond the reach of
any politically feasible reform. Perhaps the most serious
problem—which this report will address repeatedly—is
the inadequacy of the ACAs subsidies and regulatory
structures to address the problems of low-income
Americans, for whom merely meeting the costs of
day-to-day essentials is a continuing challenge, and
for whom even modest monthly insurance premiums
and cost-sharing are often serious barriers to health

coverage and care.B

This report identifies problems and suggests potential

solutions. Some solutions would require federal

legislation. Others could be implemented by the

administration, state law, or by private parties.



Some of our solutions are concrete and practical.
Others are intended to provoke further thinking
and debate. We have not precisely estimated costs
and benefits, something that should be done before
implementation. We understand that many of our
proposals are not immediately politically viable. We
believe it is important to think now about what should
be done, and what the most important choices will be

when political opportunities present themselves.

The first and second sections of our report describe
steps to expand health care coverage and improve its
affordability, particularly for low- and moderate-income
Americans. The third section deals with improving
the health care shopping experience for those who
use health insurance marketplaces. The final section
recommends improvements in the Medicaid program,

which covers the lowest-income Americans.

In all, we propose nineteen steps that could help fix
recognized flaws in the ACA as well as build on its
accomplishments. Taken together, these proposals
would further improve the access and affordability
of health care under the ACA, create more robust
provider networks, enhance

competition among

insurers, improve the consumer experience, and
strengthen the Medicaid program. We understand
that in the current political climate, improvements
to the ACA that require congressional action are
unlikely. Yet an administration committed to improving
access could take some of the actions we recommend
without new legislation, while other proposals could be
implemented by the states, marketplace, or simply by

insurers.

1. Expanding Access to Health Coverage for
Moderate-Income Americans

Fix the Family Glitch. Congress should clarify the
legislative drafting ambiguity that led to the “family
glitch,” or the White House should direct the Internal

The Century Foundation | tcforg

Revenue Service to interpret relevant sections of the
Internal Revenue Code, so that working families are

not excluded from marketplace tax credits. The result
could allow up to 4.7 million people to gain access to

subsidized health care coverage.

Reduce Complexity in the Tax Credit Program. The
Internal Revenue Service should provide applicants to
the ACAs Advanced Premium Tax Credit program
with clear and comprehensive explanation of how their
credit was calculated as well as regular statements
on applicant income so that burdensome tax credit
reconciliations can be avoided. The result could help
protect more of the approximately 4.8 million eligible
taxpayers from receiving overpayments in advance

premium tax credits.

Increase Credits for Moderate- and Middle-Income
Families. Congress should consider either increasing
the size and scope of the Advanced Premium Tax
Credit program, or adding fixed-dollar, age-adjusted
tax credits to the mix to improve access to affordable
health insurance for moderate- to middle-income
households. The result could dramatically expand
coverage for families who currently receive little

assistance under the ACA.

2. Making Health Care Affordable

Reduce Cost-sharing and Out-of-Pocket Limits
and Improve Minimum Employer Coverage
Requirements.Congress should amend the ACA to
expand eligibility for cost-sharing reduction payments
and reduce out-of-pocket limits for moderate-income
individuals or families. Congress or the administration
should also improve minimum essential coverage and
minimum value requirements to ensure that employees
receive at least a minimum level of protection from
employee coverage. These reforms could increase the

affordability of coverage for millions of Americans.



Increase Use of Health Savings Accounts for

Moderate-Income Americans. Congress should
align the requirements of the ACA and of the health
savings account program and consider offering
subsidies for health savings accounts for moderate-
income individuals and families. This could make health
care more affordable for millions of moderate-income

Americans.

Allow Use of Health Reimbursement Accounts to
Purchase Health Insurance. Congress should amend
the Internal Revenue Code to allow small employers to
use health reimbursement accounts, with appropriate
safeguards, to help the employees purchase health
insurance. This could make health insurance more
affordable for millions of people.

Incorporate Value-based Insurance Design to
Support Coverage for High-Value Services. The
A CA requires insurers to reimburse clinical preventive
services without patient cost-sharing if these services

"

receive an ‘A" or "“B" rating from the U.S. Preventive
Services Task Force. In similar fashion, expert bodies
could require public and private insurers to cover high-
value secondary prevention and disease management

services without copayments or deductibles.

Improve State Regulation ofNetworkand Formulary
Adequacy. States should adopt legislation or amend
existing legislation to ensure that insurer networks
and formularies are adequate and nondiscriminatory.
Control over networks is a legitimate approach to
controlling health care costs and ensuring provider
quality, but networks must be regulated to ensure
that plan enrollees can access necessary care and are
not discriminated against because of their medical

conditions.

Improve Protection from Balance Billing. States

should adopt legislation to protect network plan
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enrollees from balance billing when they access care
in emergencies or through network providers. This is
necessary to ensure that network plan enrollees are not
burdened by crippling medical bills when they have not

intentionally sought care out of network.

3. Improving the Consumer

Marketplace Experience

Actively Guide Consumers in Coverage Selection.
The marketplaces should provide better tools, and
personal assistance, to consumers to select plans. This
could help ensure that consumers enroll in the plans

best suited to their needs and 8resources.

Improve Network and Formulary Transparency.
The marketplaces and state regulators should demand
greater network and formulary transparency from
insurers and deploy tools to help consumers better
understand the networks and formularies available to
them. This could help ensure access to appropriate
care and continuity of care for consumers.

Standardize Insurance Products. Marketplaces
should standardize products their insurers offer. This
would facilitate and improve not only consumer choice

but also insurer competition.

4. Improving Medicaid for Low-Income
Americans
Have the Federal Government Permanently
Assume the Entire Cost of the Medicaid Expansion
Population. Congress should make permanent the
100 percent federal match for the adult Medicaid
expansion population. This could encourage states to
expand Medicaid coverage and protect the expansion

population from future state budget-based cutbacks.

Constrain 1115 Waivers. Section 1115 waivers have
proven an effective tool to permit the administration

to accommodate the concerns of states reluctant



to expand Medicaid. The administration needs to
take care, however, that 1115 waivers are not used to
undermine basic protections of the Medicaid program

or to discourage enrollment.

Eliminate Medicaid Estate Recoveries from the

Expansion Population. Congress or the states
should prohibit estate recoveries from the expansion
population. Individuals should not be discouraged from
seeking the medical help they need for fear that, once
they die, their beneficiaries may have to pay for the

health care they received.

Improve Medicaid Payment Rates. The Department
of Health and Human Services and the states should
take action to ensure that Medicaid payment rates are
sufficient to ensure adequate provider participation.
Medicaid beneficiaries need not only a guarantee
of coverage but also of actual access to available

providers.

Ensure a Judicially Enforceable Right to Adequate
Access to Medicaid Providers and to Adequate
Medicaid Payment Rates. Recent court decisions have
undermined the long-standing right of beneficiaries
and providers to sue in federal court to ensure state
Medicaid

Congress should clarify continuing rights of access to

compliance with federal requirements.
federal court for Medicaid beneficiaries and providers
to ensure that beneficiaries enjoy the access to care

guaranteed them by federal law.

Reconsider a “Public Option” Early Medicare
Coverage within Health Insurance Marketplaces.
Individuals should have the option of purchasing
Medicare coverage on state marketplaces. As an initial
step, the Centers for Medicare and Medicaid Services
should design an actuarially fair benefit package
available on the new marketplaces for participants over

the age of 60.
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Raise or Eliminate Medicaid and Supplemental
Security Income Asset Limits for People Living with
Disabilities. The ACA does not impose asset limits
for the Medicaid expansion population. Stringent asset
limits remain, however, for individuals who qualify for
Medicaid because of qualifying disabilities. States and
the federal government should raise or eliminate these
asset limits, which harm individuals with disabilities and

their families.

1. EXPANDING ACCESS TO
HEALTH COVERAGE FOR
MODERATE-INCOME AMERICANS
Before the ACAs passage, the United States had
the most complicated health care financing system
in the world. The ACA made that system even more
complicated, by adding the new health insurance
Medicaid other

marketplaces, expansion, and

innovations.

Employer-sponsored group coverage remains the
foundation of our health financing system. Federal
and state governments heavily subsidize this form of
coverage through exclusions from federal income and
payroll taxes and from state income tax of employer
and often employee contributions for coverage.
Americans have also traditionally obtained coverage
through many other channels. The elderly and many
people with disabilities, for example, qualify for
Medicare, while certain categories of the poor have
long qualified for Medicaid and then CHIP Programs
such as the Veterans' Administration and Indian Health
Services cover other specific populations. These
various forms of health care and coverage are financed
through multiple funding streams that are often poorly
coordinated. Care and coverage are also regulated by
different federal entities and by fifty state governments,
whose priorities, political perspectives, administrative
structures, and regulatory requirements are often quite

different.



TABLE 1

REQUIRED FAMILY COST OF COVERAGE UNDER ACAS ADVANCED

PREMIUM TAX CREDIT

HOUSEHOLD INCOME
PERCENTAGE OF FEDERAL
POVERTY LINE:

Less than 133%

ANNUAL MAGI FOR FAMILY
OF THREE

Less than $26,270

At least 133% but less than
150%

At least 150% but less than

between $26,720 and $30,1353

between $30,135 and $40,1804

200%
At least 200% but less than between $40,180 and $50,225
250%
At least 250% but less than between $50,225 and $60,270
300%

At least 300% but not more
than 400%

between $60,270 and $80,360

INITIAL MAXIMUM COST OF FINAL MAXIMUM COST OF
COVERAGE AS % OF INCOME COVERAGE AS % OF INCOME
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Although the ACA included reforms aimed at virtually
all of the various pieces of our patchwork of coverage,
it left most pre-existing programs largely intact.
Most Americans continue to get health coverage
as they always have, largely unaffected by the ACA.
When the ACA did affect individuals’ existing health
coverage, it primarily expanded coverage, for example
by abolishing annual and lifetime limits for employer
coverage, allowing coverage for young adults to age 26
under their parents’ plans, or closing the drug coverage

"donut hole” for Medicare beneficiaries.

The most dramatic effect of the ACA has been to help
people who were not previously covered. Before 2014,
most working-age adults under age 65 who were not
offered health insurance through employment were not
eligible for any government assistance or tax subsidies
to help them purchase health coverage. Many people

were unable to afford health insurance unassisted.
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2.03% 2.03%
.05% 4.07%
07% 6.41%
6.41%8 18%
8.18%9 66%
9.66% 9.66%
The ACA took two approaches to extending

coverage. First, it expanded Medicaid eligibility to
cover individuals and families with incomes below 138
percent of the federal poverty level (FPL) who were
not otherwise covered. Second, it offered tax credits on
a sliding scale to individuals and families with incomes
between 100 and 400 percent of the FPL—who
were not otherwise offered coverage in government
programs or affordable and adequate employer-based
coverage—to help them purchase health insurance
through state health insurance marketplaces. In 2015,
individuals are thus eligible for financial help as long
as their annual incomes are below $47,080. A family of
four is eligible for some premium assistance at incomes

less than about $97,000.

The Medicaid expansion has not reached all Americans.
The Supreme Court's 2012 decision in the National

Association of Independent Business case seriously



weakened the Medicaid expansion by allowing states
to opt out. Currently more than three million adults in
twenty states are uncovered because of that decision. %
Even so, the ACA has cut the portion of currently
uninsured American residents under age 65 from 182

percent in 2010 to 10.7 percent in 2015.B

Furthermore, while the tax subsidy approach can
claim many successes, it remains cumbersome and it
has not been wholly effective. More than half of the 9
million moderate-income Americans currently enrolled
through the ACA marketplaces were uninsured
before they obtained such coverage.® Yet millions
of Americans remain uninsured. Over 5 million of
the uninsured remain uncovered because Congress
deliberately excluded individuals not lawfully present
in the United States from federal assistance.T7 Others
remain uncovered, or may lose coverage, because
the ACA premium tax credit assistance program is so
complex, because they do not know that assistance is
available, or because the cost of insurance, even with

assistance, is still too high for them to afford.B

We shall describe strategies for improving Medicaid
coverage later in this report. The rest of this section
will focus on gaps in and limitations of the tax subsidy
approach to making coverage affordable for moderate-

income Americans.

Improving the Process for Awarding Advanced
Premium Tax Credits

At the time the ACA was enacted, political realities
dictated that assistance for moderate-income
Americans must be provided through tax credits rather

than through a new entitlement program.

Many of ACAs greatest challenges arise from the
basic reality that the subsidy structure is poorly suited
to financing health coverage for low- and moderate-

income Americans.® Political and cost constraints
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also limit the generosity of these tax subsidies, which
compounds the challenge for millions of people who
require financial assistance to purchase health coverage.
Those with incomes below 400 percent of the
federal poverty level (FPL) are eligible for at least
some subsidies on the state marketplaces. Low- and
moderate-income applicants for Advanced Premium
Tax Credits (APTC) must predict their household
income (actually, their modified adjusted gross income,
or MAGI) for the entire coming year at the time
of application (see Box 1). Yet the actual tax credits
are based on retrospectively reported income as

determined at tax-filing time.

Predicting household finances is especially challenging
for individuals with fluctuating incomes. It is also
difficult because household income includes not only
the income of the applicant, but also the incomes of
other household members. Even predicting household
composition for an entire year may be challenging, as

enrollees marry, divorce, have children, or die.

In relying on tax credits to expand coverage, the ACA
follows a familiar strategy. Although America has
maintained large health care entitlement programs for
the elderly and poor, it has long relied—with bipartisan
support—on the tax system to subsidize health
coverage for the majority of Americans, who receive

employer-sponsored coverage.2

The IRS has demonstrated impressive administrative
capacity to manage many aspects of this process,
and has long operated programs such as the Earned
Income Tax Credit (EITC), which rank among the
most successful and popular efforts to assist low-
income Americans. Moreover, income-based tax
credits, as opposed to fixed-dollar tax credits, are a
reasonably effective way of ensuring that coverage will

be roughly affordable regardless of a family’s income.



BOX1

THE COMPLEXITY OF THE ACAS

ADVANCED PREMIUM TAX CREDIT

The ACA marketplace compares applicants’ projected
income to income reported on past tax filings and
to other available income information. If there is a
significant discrepancy, the marketplace may request
further verification. The applicant must also meet other
eligibility requirements including citizenship or lawful
presence status, and the applicant must lack access
to a government program or employer coverage
deemed affordable and adequate under ACA. If all
these conditions are met, the marketplace will deem

the individual eligible for a premium tax credit.

The ACA requires individuals eligible for tax credit
assistance to pay for a portion of the cost of coverage,
up to a certain percentage of gross household income.
This percentage increases with applicants’ household
income.* Marketplace participants with incomes
below 150 percent of the federal poverty level (FPL);
currently about $36,000 for a family of four) are initially
required to pay 2.03 percent of their household income
(see Table 1). Households with incomes between 300
and 400 percent of the FPL (between $73,000 and
$97,000 for family of four) required to pay up to 9.66
percent. (These percentages will increase as the cost

of health insurance increases.)**

Individuals' tax credits are set based upon income,
household size, and the premium of the second-
lowest cost silver-tier plan available to the household
through the marketplace.*** Tax credits are paid on a
monthly basis to the insurer that covers the household.
If household income or other eligibility factors change
during the year, the taxpayer is supposed to report the
change to the marketplace, which must recalculate

APTC eligibility and the accompanying subsidy.

At the end of the tax year, the marketplace submits
to the taxpayer and to the IRS a 1095-A tax form,

which indicates the amount of advance tax credits
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that the individual received during the year. Taxpayers
must then file with their annual tax filing a form 8962
recalculating eligibility for premium tax credits based
on the taxpayer's modified adjusted gross household
income (M AGI) for the past tax year.

If the taxpayer was eligible for a larger premium tax
credit given MAGI for the full year than was actually
be credited
against taxes owed or refunded. If a taxpayer received

received, the additional amount will

a larger premium tax credit than the taxpayer was
eligible to receive, the excess amount is added to the
taxes otherwise owed or subtracted from a refund
otherwise due. The amount that can be recovered by
the IRS through this reconciliation process is capped,
with the amount of the cap varying from $300 to
$1,500 for individual coverage based on household
income. If household income exceeds 400 percent of
FPL, however, the taxpayer must pay back the entire

premium tax credit, with no accompanying cap.

* Instates that enacted ACA's Medicaid expansion, households
with incomes below 138 percent FPL are eligible to enroll in
Medicaid, with those of higher incomes eligible to receive
marketplace assistance. In non-expansion states, individuals
with incomes below 100 percent FPL are not eligible for
financial assistance. Those with higher incomes may receive
marketplace assistance. Lawfully-present immigrants who
are not eligible for Medicaid are eligible for marketplace
assistance below 100 percent of the federal poverty level.

** . James, "Premium Tax Credits Low- and Middle-Income
Individuals and Families Will Be Eligible for Federal Subsidies
to Purchase Insurance Through the New Exchanges,” Health
Affairs/Robert Wood Johnson Foundation, August 2013,
http://www.rwjf.org/en/library/research/2013/08/premium-
tax-credits.html.

*** Technically, the benchmark premium is the premium of
the second-lowest cost silver plan available to the particular
enrollee at the time of enroliment considering only that
portion of the premium that covers essential health benefits.



The formulas used for calculating premium tax credits
under the ACA also adjust payments to take account
of premium variations in different insurance markets,

household size, and the age of household members.

Yet the ACAs program of advanceable tax credits is
inescapably complex. Tax credits available under the
ACA are often insufficiently generous to provide
affordable coverage. Gaps in the current law also leave
coverage unaffordable for many households. Were it
politically possible, we would abandon the tax system as
the mechanism of covering low-income Americans and
extend Medicaid or Medicare or create a new program
to do so. Given the daunting political obstacles to
such approaches, we offer instead recommendations
for improving the current system. We first address
the biggest gap in the current program—the “family
glitch"—and then the complexity of the tax credit

approach.

FIX THE FAMILY GLITCH

The so-called “family glitch” may be the most glaring
defect in the current ACA tax credit system.2 Fixing
the family glitch is essential to providing low-income
working families access to affordable health coverage.
Under the ACA, workers are ineligible for marketplace
tax credits if their employer offers them health
insurance coverage that is deemed to be adequate
and affordable. The family glitch arises because of the
way in which affordability is actually defined. Current
IRS regulations deem employer-sponsored coverage
affordable if individual coverage (covering only the
individual worker and not the workers family) costs less
than 9.56 percent of household income.2(Throughout
this report, affordability and eligibility levels will be
provided in the inflation-adjusted percentages that
apply for 2015. These percentages will be higher for
2016 and subsequent years).

This rule is fair for single workers, but not for many

workers with families. Workers who need family
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coverage may be cut off from access to marketplace
tax credits, even when the (much higher) cost of
family coverage greatly exceeds 9.56 percent of
income.BMany children in low-income families caught
in the family glitch may be eligible for the Children’s
Health Insurance Program (CHIP). CHIP offers
other advantages over marketplace plans, particularly
for children experiencing significant health needs.
However, half the states set the CHIP eligibility level
at 255 percent of poverty or less, leaving many families
excluded from marketplace coverage by the family
glitch also unable to get CHIP coverage for their
children.24

Although the family glitch is often described as a
legislative drafting error, it results from questionable
statutory interpretation by the IRS (see Box 2).
Whether this problem is addressed by Congress or
administratively, and whether relief is extended to all
individuals in affected families or just to dependents,
it is important to provide working families the financial
help they need to gain practical access to affordable

health insurance.

RAND Corporation researchers recently examined
two alternatives for fixing the family glitch. The first
approach would allow all family members, including
employed family members with access to affordable
individual coverage, to be eligible for the APTC if
employer family coverage were unaffordable; the
second approach would give only dependents access
to APTC subsidies.5 (Alternatively, employees who
lack access to affordable family coverage could be
offered subsidized coverage to child-only policies.®
Linda J. Blumberg and John Holahan of the Urban
Institute performed similar analyses, and obtained

consistent estimates.Z/

The RAND team estimates that granting eligibility
to all family members would allow 4.7 million people

to gain access to subsidized coverage, reducing the



BOX?2

THE COMPLEXITY OF THE ACAS
ADVANCED PREMIUM TAX CREDIT

Internal Revenue Code section 36B(c)(2)(C), added
by section 1401 ofthe ACA, provides that an employee
is eligible for premium tax credits if the employee is
offered employer-sponsored coverage and if “(Il) the
employee’s required contribution (within the meaning
of section 5000A(e)(l)(B)) with respect to the plan
exceeds 9.5 percent of the applicable taxpayer's
household income.” The provision further states: “This
clause shall also apply to an individual who is eligible
to enroll in the plan by reason of a relationship the
individual bears to the employee.”

Section 5000A(e)()(B)  (which the
applicability of the individual
that affordability for

governs
mandate), similarly

provides purposes of the

individual mandate is based on the cost of self-

only coverage. Section 5000A(e)(1)(C), however,
provides:
« For purposes of subparagraph (B)(i), if an
applicable individual is eligible for minimum
essential coverage through an employer by
reason of a relationship to an employee, the

determination under subparagraph (A) shall

uninsured population by approximately 1.5 million
people, with an accompanying net federal spending
increase of $8.9 billion, slightly less than a 9 percent
increase over the current baseline of $104 billion. The
second approach would allow 2.3 million people to gain
access to subsidized coverage, with an accompanying
net federal spending increase of $3.9 billion, and a
corresponding reduction of about 700,000 in the

number of uninsured. (See Figure 3, p. 12)
Average spending for health care in 2017 for those

affected by the change would decrease from a projected

average of $6,564 under the current rules to $4,290
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be made by reference to required contribution
of the employee.

This provision could be interpreted to refer to
the “required contribution” for family coverage,
and indeed the agencies have interpreted
the provision to mean this for application of
the individual mandate tax. That is, taxpayers
cannot be penalized for failure to purchase
available employer coverage for their families if
their required contribution for family coverage
was not in fact affordable (applying an 8.05
percent rather than a 9.5 percent (now 9.56
percent) standard for mandate exemption

purposes).

The tax credit affordability standard is clearly based
on the individual mandate affordability exemption
coverage, and the agencies should apply the same
standard, eliminating the family glitch. Of course,
Congress could also amend the ACA to definitively fix

the family glitch.*

* Brittany La Couture and Connor Ryan, “The Family
Glitch,” American Action Forum, September 18, 2014, http://
americanactionforum.org/research/the-family-glitch.

under the first option and $4,484 under the second.
The proportion of affected working families spending
more than 10 percent of their income on health care
in 2017 would decrease from 87 percent under current
rules to 47 percent under the first option or 58 percent
under the second. Fixing the family glitch would come
at some cost, but also would bring significant benefits
for those who lack access to coverage because of it.
It should be the place to start for expanding ACA
coverage for families with incomes above the Medicaid

eligibility level.



FIGURE 3

ESTIMATED IMPACT AND COST OF FIXING THE “FAMILY GLITCH"

Applied to all family members Applied to dependents only

10

Number of indivduals
subsidized (million)

Net number of
new insured (million)

Net federal spendng
increase ($billion)
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REDUCE COMPLEXITY IN THE TAX CREDIT
PROGRAM

The complexity of the ACAs tax credit program is
daunting. To begin, many taxpayers cannot fulfill the
ACAs request of accurately projecting their household
income a year in advance. Taxpayers earning less than
400 percent of FPL often experience variable work
hours. Their incomes may depend upon the generosity
of tip income, demand for a product or service, even,
in many jobs, on the weather. A taxpayer or household
member may gain or lose a job over the year, move
from part-time to full-time status, or visa-versa.
Moreover, tax credits are based on household size
and composition. But household composition and size
change, as babies are born, couples marry or divorce,

people die, or older children become independent.
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Tax year 2014 statistics on the functioning of the tax
credit program reflected these uncertainties. In 2014,
for only 10 percent of taxpayers eligible for the APTC
did the credits paid out in advance equal the credits for
which taxpayers were in fact determined to be eligible
when they filed their taxes.B Fifty percent had to pay
back excess APTC. Forty percent received additional
tax credit amounts when they filed their taxes because
they received too little APTC given their final income.
Most (about 65 percent) of those who received excess
APTC did not have to make a specific additional
payment to the IRS because the excess amount was
recovered from a tax refund to which they otherwise

have been entitled. (See Figures 4 and 5.)

Yet another issue looms for APTC recipients who are

not following through on their tax filing obligations



FIGURE 4
RECONCILING ADVANCED PREMIUM TAX CREDITS

Positive net premium tax credit (mean returned to taxpayer: $600)

Zero net premium tax credit Negative net premium tax credit (mean owed IRS: $800)
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FIGURE 5

AMOUNTOWED INTAXESAMONG RECIPIENTS OF EXCESSADVANCED
PREMIUM TAX CREDITS
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underthe ACA. As of June 2015, only 3.2 million of the
4.8 million taxpayers who were required to file a form
8962 to reconcile the APTC they received with the
credits to which they were actually entitled had done
so.DTaxpayers who fail to file these forms by the end of

2015 will not be entitled to reenroll for APTC for 2016.

One
the APTC and avoid burdensome

simple step to smooth the functioning of
reconciliations
would be to improve the accuracy of the credits by
providing coverage applicants with a clearer and more
comprehensive explanation of how their APTC was

calculated.

Currently, applicants receive a statement when they
become eligible that tells them the amount of their
APTC and the amount of income on which APTC
were based. Eligibility may be calculated based on
the income reported by the applicant or on income
drawn from prior tax records or other sources. A more
transparent explanation could explain how the income
was computed, including what income was considered
in calculating the amount. The current notice informs
in available

the taxpayer that changes income,

coverage alternatives, or household composition
must be reported and that failure to do so may result
in the taxpayer having to pay back overpayments, but
the notice could include examples of how changes in
household income or size might affect the amount the

taxpayer would have to pay back.

Taxpayers could also be sent quarterly notices including
the income projections on which their tax credits are
calculated and advised to report any changes inincome
to avoid over- or under-payment of their APTC.
Monthly premium statements from insurers could also
remind enrollees of their obligation to keep enroliment
information current. The issuance of the 1095-A form
that enrollees are sent to assist with tax reconciliation
could be moved up to mid-January to ensure that

taxpayers received early notice of their need to file
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taxes and the amount of APTC on which their taxes

would be calculated.

The reconciliation process could also be adjusted
to ease the burden of reconciliation. Under current
regulations, applicants’ income estimates need no
verification if estimated income is no more than 10
percent below the amount found in other data sources,
such as tax records.d In fact, the federally facilitated
marketplace will accept a 20 percent variance based
on a taxpayer’s income attestation when validating
taxpayer income claims.3l Of the 1.6 million taxpayers
who had to repay excess APTC for 2014, half owed less
than $500. Of the 1.3 million who were underpaid, 65
percent received less than $500.2

Allowing some variance from projected to actual
income at the time of reconciliation could reduce
administrative complexity and taxpayer burden.
Taxpayers could be excused from having to pay back
tax credits if their final household income were within
a certain percentage (perhaps 10 percent) of their
projected income, as long as the taxpayer did not
intentionally underreport income. Taxpayers who were
determined to have received less in APTC than they
were entitled by the same percentage of variation
would not receive an additional payment unless they
had intentionally foregone advance payment of the full
tax credit. The total amount that an individual would
have to repay would still be subject to caps, although
these should be reduced from the current amounts
to amounts closer to those found in the original ACA

($250 for individuals, $400 for families).3

Taxpayers should also have the option of the IRS
reconciling their APTC and actual premium tax credits
rather than having to do it themselves. The IRS has
access to most of the information available to taxpayers
for determining the credit-most importantly the total
amount of APTC received and number of covered

family members reported on the 1095-A, and the final



amount of the taxpayer’s income, reported on form
1040.3%Taxpayers should have the option of reconciling
the amount of APT C they received and the amount to
which they were entitled using the form 8962—the tax
reconciliation form--and would have to do so if special
circumstances apply, such as a mid-year marriage. If
they fail to do so, however, the IRS could simply perform
the reconciliation calculation for them, assuming the
information on form 1095-A to be correct. Taxpayers
could be notified on the form 1095-A that the IRS will
perform the reconciliation calculation for them if they
fail to file a form 8962. No one should lose access to
premium tax credits simply because they fail to file this

form.

Assisting Moderate and Middle-Income
Uninsured Individuals and Families

Although Medicaid, tax credits, and cost-sharing
reduction payments help make insurance affordable,
health insurance is still so costly for many moderate-
and middle-income Americans that they refuse
coverage.® An estimated 9 million Americans with
incomes exceeding 300 percent of the poverty line are

uninsured (see Figure 6, p. 16).

Current tax credits require individuals and families with
incomes below 200 percent of FPL to pay too much
before tax credits take over. One consequence is that
many low-income workers are declining subsidized
employer-based and marketplace-based coverage.
One employer noted to the New York Times’' Robert
Pear that persuading hourly workers to buy insurance
is "like pulling teeth.” Most workers whose weekly take-
home pay is about $300 will not spend $30 of that
on insurance, particularly on policies with significant
deductibles and copayments.3%

Reducing (or eliminating) premiums for Medicaid-
ineligible families below 150 percent of the FPL would
greatly improve take-up among those in greatest need.

Affordability is also a problem among those with higher
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incomes. More than 15 million uninsured Americans
have incomes in excess of 200 percent of FPL, while
5.7 million uninsured have incomes above 400 percent

of the poverty level.¥

Households with incomes above 400 percent of
FPL are not entitled to financial assistance, and few
have sought coverage through the marketplaces.3
The current structure imposes an additional implicit
marginal tax rate on enrolled individuals whose
incomes increase, with a particularly high “notch” at
400 percent of FPL, where APTC eligibility ends.
The full schedule of ACA subsidies could potentially
(particularly in combination with income limits of
other federal and state anti-poverty programs) create
adverse work incentives. They also impose significant
burdens on middle-income Americans who lack access

to employer-sponsored coverage.

INCREASE CREDITS FOR MODERATE- AND
MIDDLE-INCOME FAMILIES

Urban Institute researchers Linda Blumberg and John
Holahan have proposed raising the APTC to make
health insurance more affordable.® Households with
incomes at 200 percent of the FPL would see the
amount they would have to pay for premiums out
of their own pocket reduced from 6.34 percent of
income to 4 percent, while those at 300 percent of
poverty would see a reduction from 9.56 percent to 7
percent. Blumberg and Holahan also propose allowing
individuals with incomes above 400 percent of FPL to
gain access to tax credits, as long as the premiums they
would have to pay for the second-lowest-cost gold plan
cost more than 8.5 percent of household income. Thus
assistance would not be linked only to the amount of
income but also to the cost of coverage. Adoption of
this proposal would improve access to affordable health
insurance for moderate- to middle-income households.
Yet its cost would not be open ended, as the number of
households that would be eligible for coverage would

rapidly diminish as income increased.



FIGURE 6

UNINSURED AMERICANS BY POVERTY LEVEL

2014, In millions

Below 100% of federal poverty level
Between 200% and 299% of federal poverty level

At or above 400% of federal poverty level
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Another approach would be to combine fixed-dollar,
age-adjusted tax credits with ACA’s income-based
tax credits. Middle-income taxpayers without access
to employer coverage would at least be entitled to a
fixed-dollar tax credits even if their incomes were too

high to qualify for income-based credits.

From both a substantive and a political perspective,
such proposals merit consideration. Fixed-dollar tax
credits have long been proposed as an alternative
to the current employer-sponsored insurance tax
exclusion. These proposals have come primarily from
conservative or libertarian advocacy groups, but have
also been put forward by many economists across the

political spectrum.
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Under one proposed alternative, taxpayers who do
not have employer-sponsored coverage could choose
which

continue to phase out at 400 percent of FPL based on

between income-based tax credits, could
the cost of coverage, as described above, and fixed-
dollar tax credits, which could be more generous than
income-based tax credits at the 400 percent of poverty
level. The amount of the credits should be set high
enough to have a significant effect on affordability,
but would still leave most of the responsibility for
the cost of insurance with enrollees at higher income
levels. Credits should be age-adjusted to ensure that
they reflect age-related premium differences. These
could also phase out at higher incomes, for example
providing no assistance above the ninetieth percentile

for household income ($150,000 in 2013).49



Such credits should be limited to individuals who are not
covered through their work, since employer-sponsored
coverage is already tax subsidized. However, individuals
offered coverage through their work should be able to
decline that coverage and purchase coverage through
the marketplace and claim tax credits if this alternative
is more affordable. This program structure may lead
some employers to stop offering coverage, as firms
and workers compare the value of the fixed credit to
the value of the tax exclusion. As long as marketplaces
offer good coverage, we regard this as an acceptable

policy tradeoff.

Fixed-dollar tax credits for higher-income individuals
would not require reconciliation based on actual
income or to repayment to the Treasury, as long as
total household income remained below the maximum
eligibility level. Fixed dollar tax credits would thus be
more predictable and simpler than income-based tax
credits. It may not even be necessary to pay them in
advance, as taxpayers could reduce withholding or
estimated tax payments in anticipation of the credits

and use the savings to help pay for health insurance.

A fixed-dollar tax credit such as that proposed here
would come at some cost. Since it would only be
available to individuals who do not enroll in employer
coverage and who did not qualify for income-based
credits, it would be much less costly than a universal tax
credit. One attractive pathway to finance this system
would be to cap the employer-sponsored coverage
tax exclusion, a proposal that has wide support in the
policy research community. Further research is needed
to determine the amount of tax credits, their total cost,

and how they would be financed.

2. MAKING HEALTH CARE
AFFORDABLE

The A CA has reduced the financial burdens associated

with injury and illness, and has made health care more
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affordable for millions of Americans.4Yet this coverage
often comes with high deductibles, coinsurance, and
copayments,La pattern that reflects continuing trends

within employment-based coverage as well.

Although ACA provides valuable limits on total out-
of-pocket spending, it has not restrained the long-term
trend toward higher deductibles and copayments in
employer-sponsored coverage. Higher cost-sharing
indisputably reduces the volume of care received by
consumers, and thus overall expenditures. Yet there
is considerable and growing evidence that such cost-
sharing does so indiscriminately, reducing consumption
of high-value as well as low-value care.8 This is a
particular problem for low-income individuals who
cannot afford high cost-sharing levels, especially low-
income people who experience significant health

needs.

Covered individuals increasingly seek care from narrow
provider networks and find medications listed on
limited or tiered formularies.44 Indeed some plans have
implemented narrower networks to reduce annual

deductibles in marketplace plans.4

While narrower networks can provide high-quality, cost-
effective care, too-narrow networks or formularies can
pose significant barriers to consumers getting the care
they need. In-network providers are not always easily
identified, and out-of-network providers are not easily
avoided. People served by out-of-network providers

may therefore face large and unexpected bills.4%

Insum, the A CA has expanded coverage, buttoo many
Americans lack access to affordable and transparently
priced health care. This section addresses problems
raised by excessive cost-sharing and networks and

formularies that are too restrictive.



FIGURE 7
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Moderating Costs for Insured Households

Although the ACA implements stop-loss provisions
that reduce the risk of catastrophic financial loss, out-
of-pocket medical costs continue to be a major concern
for many Americans. Eleven percent of insured adults
now have deductibles of at least $3,000, compared to
1 percent in 2003, while 38 percent have deductibles
of $1,000 or more, compared to 8 percent in 2003.4
Adjusting for inflation, out-of-pocket expenses have

steadily grown.8(See Figure 7.)

The ACA is sometimes wrongly blamed for increasing
consumer out-of-pocket spending, so far the new
law appears to have neither aggravated nor slowed
the long-term trend toward higher deductibles and

copayments in private coverage (see Figure 8).

High cost-sharing is having a real impact on American
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families. A recent Commonwealth Fund study finds
that half of underinsured adults report being contacted
by collection agencies or having to change their way
of life because of medical billsAlmost half reported
having used all their savings or receiving a lower credit
rating, while 7 percent declared bankruptcy.

Being underinsured also has medical consequences—a
quarter of those responding to the Commonwealth
survey reported not going to the doctor for a medical
problem, not filling a prescription, or skipping medical
tests or treatments recommended by a physician for
financial reasons. For those in deep poverty, any cost-
sharing obligation—even a $2 copayment—can result in
reduced access to medical care.5l Many newly insured
Americans are particularly unfamiliar with the structure
of deductibles and copayments, and may thus be
unprepared for cost-sharing obligations.2 (See Figure
9 p 20)



FIGURE 8

AVERAGE DEDUCTIBLE IN EMPLOYER-BASED SINGLE COVERAGE
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The ACA has a confusing array of rules governing the
adequacy of coverage that can, in some circumstances,
leave care essentially unaffordable. ACA requires
individuals who can afford coverage and do not
otherwise qualify for an exemption to have “minimum
essential coverage.”"3 Minimum essential coverage
could be coverage through an employer, a government
program, or individual coverage. Large employers
(with more than fifty full-time equivalent employees)
are required to provide minimum essential coverage
to their full-time employees or to pay a penalty for
each full-time employee if any employee receives
premium tax credits for non-group coverage through

the marketplace.
As applied to employer coverage, the minimum

essential coverage definition requires vanishingly little.5

Minimum essential coverage provided by employers
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must cover preventive services without cost-sharing,
cannot impose annual or lifetime dollar limits, and
cannot consist merely of “excepted benefit” plans, such
as cancer or dental policies. Yet a "mini-med” policy that
covered, say, only three physician visits and one day of
hospitalization, in addition to preventive benefits, could
conceivably pass muster.

Even if their employers offer minimum essential
coverage, employees who are otherwise eligible for
coverage can decline itand purchase coverage through
the marketplace and receive APTC, if their employee
does not offer them “minimum value coverage” that
they can purchase for 9.56 percent or less of their

modified adjusted gross income (MAGI).

Minimum value employer coverage is somewhat more

comprehensive than minimum essential coverage.



FIGURE 9

AVERAGE MEDICAL DEDUCTIBLE IN PLANS WITH COMBINED
MEDICAL AND PRESCRIPTION DRUG DEDUCTIBLE, 2016
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Minimum value employer plans must have an actuarial
value of at least 60 percent (that is, they must cover at
least 60 percent of the costs of a standard self-insured-
plan population) and they must cover substantial
hospitalization and physician services—but minimum
value plans can still impose substantial cost-sharing on

employees.%

Individual and small group insurance must meet higher
standards (although it often in fact imposes higher cost-
sharing than most large-employer plans). It must cover
ten essential health benefits and provide coverage after
cost-sharing set at one of four actuarial value levels—
bronze (60 percent), silver (70 percent), gold (80
percent), and platinum (90 percent).% "Catastrophic
plans” (which have deductibles equal to the statutory

out-of-pocket limit and only cover preventive services
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and three primary care visits annually but have actuarial
values of less than 60 percent) are also available to
young adults and individuals for whom other non-
group coverage is unaffordable. Premium tax credits
are keyed to the premium of the second lowest-cost
silver plan in a market. Most marketplace enrollees who
depend on premium tax credits choose to purchase

bronze or silver plans.5

Bronze, silver, and catastrophic plans bring high cost-
sharing. For 2015, bronze plans with combined medical
and prescription drug deductibles averaged $5,200 for
individuals and $10,500 for families,38 while silver plan
deductibles average $3,000 for individuals and $6,000
for families.® High cost-sharing allows lower monthly
premiums. But high cost-sharing can impose significant
incomes

burdens, particularly those with modest



or costly health challenges. Lower-income families
may face a choice between affordable coverage and

affordable care.

Out-of-pocket costs for all ACA-compliant group
health and individual insurance plans are also capped
for 2015 at $6,600 for an individual and $13,200 for a
family.@ These caps provide important protections
for many families experiencing serious injury or illness,
yet they still exceed the available cash assets of many
Americans. Indeed, a 2014 Federal Reserve survey
found that 47 percent of Americans could not come
with more than $400 without selling something,
borrowing from a friend or relative, or taking out credit

card debt or a payday loan.él

Other serious cost-sharing burdens remain.2 The cap
only applies to in-network services. Insurers and group
health plans can cover services from out-of-network
providers but are not required to do so (except for
emergency services) and often impose higher caps on
out-of-network out-of-pocket expenditures. Out-of-
pocket caps also do not apply to services that do not

qualify as essential health benefits.

Although a standard silver plan is one that covers 70
percent of the actuarial value of covered services, the
ACA also provides cost-sharing subsidies that boost
the total value of a silver plan for marketplace enrollees

with incomes below 250 percent of the FPL.

Such assistance is greatest for those with incomes
below 150 percent of the FPL (about $36,000 for a
family of four), whose coverage has an actuarial value of
94 percent. Assistance is then reduced, and constraints
on out-of-pocket payments gradually reduced up to
250 percent of the FPL (about $60,000 for that same
family).68

above this threshold,

Households with incomes

particularly those who receive out-of-network care, are
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often responsible for far higher out-of-pocket payments,
even if their household incomes are below 400 percent
of FPL and they therefore remain eligible for financial
assistance with their monthly premiums. The ACA
requires the federal government to reimburse health
plans for the amounts they provide modest-income
consumers in reducing cost-sharing. Litigation is now
pending challenging the legality of this reimbursement
in the absence of explicit congressional appropriation.6
Even as it is now applied, the ACA does not go far

enough.

REDUCE COST-SHARING

AND OUT-OF-POCKET LIMITS

The ACA should be amended to make health care
more affordable. Cost-sharing should be reduced
to reduce patients’ financial burdens, and to avoid
deterring patients from seeking valuable care. Urban
Institute researchers Linda Blumberg and John Holahan
propose that the premium tax credits be set to cover
the cost of 80 percent actuarial value gold plans rather
than the 70 percent silver plans.6 These researchers
also propose that actuarial values be increased to 90
percent for individuals with incomes between 150 and
200 percent of FPL and to 85 percent for individuals
with incomes between 200 and 300 percent of FPL.
Running  these  provisions  through Urban’s
microsimulation models, these researchers estimate
that such changes would increase federal expenditures
for ACA insurance affordability programs by $221

billion over ten years.®W e support this proposal.

Health care could also be made more affordable by
reducing out-of-pocket limits. As noted above, the
ACA imposes an out-of-pocket limit on all forms
of health coverage.&/Under the ACA, this limit was
supposed to be reduced by two-thirds for households
with marketplace coverage with incomes below 200

percent of FPL, half for households with incomes



TABLE 2
MAXIMUM ANNUAL LIMITATION ON

INCOME (PERCENT FEDERAL
POVFRTY IEVEI)

ACTUARIAL VALUE
OF ASIIVER PIAN

100 percent-150 percent 94 percent
150 percent-200 percent 87 percent
200 percent-250 percent 73 percent
Over 250 percent 70 percent

COST-SHARING

OUT-OF-POCKET MAX FOR INDIVIDUAL/FAMILY
2014 2015

$2,250 / $4,500 $2,250 /$4,500

$2,250 / $4,500 $2,250 / $4,500
$5,200 / $10,400 $5,200 / $10,400

$6,350 / $12,700 $6,600 / $13,200
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between 200 and 300 percent of FPL, and one-third
for households with incomes between 300 and 400

percent of FPL.

The ACA provided, however, that these reductions in
out-of-pocket limits should not increase the actuarial
value of plans above the limits set for cost-sharing
reduction payments.® As a practical matter, this has
meant that out-of-pocket limits have not been reduced
for individuals with incomes above 250 percent of
FPL because to do so would require insurers to cover
a larger share of claim costs and thus increase the
actuarial value of coverage above the 70 percent silver
plan actuarial value limit. Thus, while out-of-pocket
limits are reduced by two-thirds for enrollees with
incomes below 200 percent of FPL, out-of-pocket
limits are reduced by less than a third for individuals
with incomes between 200 and 250 percent of FPL,
and not at all for those with higher incomes.

Significant cost-sharing relief could be afforded
individuals with moderate incomes by effectuating
the out-of-pocket limits imposed by the ACA without
regard to actuarial value. If the actuarial value of ACA
benchmark plans were increased from 70 to 80 percent,

as Blumberg and Holahan suggest, the out-of-pocket
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limit could be decreased across the board to the levels
found in the original ACA, since insures could pay a

larger share of total covered costs.

Finally, the ACA employer responsibility regulations
should be amended to improve coverage. Minimum
value coverage should include substantial coverage for
pharmacy and diagnostic tests as well as hospitalization
and physician services. Minimum essential coverage
should require coverage of hospital, physician services,
pharmacy, and diagnostic tests as well. Employers who
fail to provide these services should be subject to the
employer mandate penalties. Employees who are not
offered minimum value coverage as redefined should
have access to marketplace coverage with premium
tax credit support. As noted below, principles of value-
based insurance design may prove helpful in defining

the scope of coverage in these areas.

Improving Coverage for Some Individuals Whose
Incomes Exceed 400 Percent of the Federal
Poverty Line

Cost-sharing reduction payments are only available
to individuals who purchase individual qualified health
plans through the marketplaces and who are otherwise

eligible for APTC assistance. This leaves millions of



individuals with coverage through their employment
or through the individual market with incomes above
400 percent of FPL exposed to levels of cost-sharing
that may still make health care a significant economic

burden.

INCREASE USE OF HEALTH SAVINGS
ACCOUNTS FOR MODERATE-INCOME
AMERICANS

One way of increasing affordability for middle-income
populations is through account-based programs such as
health savings accounts (HSAs), health reimbursement
accounts, flexible spending plans, and Archer medical
savings accounts. These accounts permit tax subsidies
for amounts set aside to cover medical costs, including

cost-sharing imposed by health plans.

HSAs are sometimes touted as an all-purpose solution
to health policy problems. In fact, HSAs provide one
of the most heavily subsidized investment vehicles
available and are used disproportionately by affluent
taxpayers, who use them to maximize retirement
savings rather than simply paying for health care, as
money can be withdrawn from HSAs after age 65 for
non-health care expenses without a penalty.® Simply
increasing the generosity of federal subsidies for HSAs
for people in high-tax brackets will not make health

care more affordable for those who need help.

HSAs can, however, be of value to marketplace
enrollees. For example, HSA contributions can provide
“above the line” deductions to reduce modified
adjusted gross income (M AGI). Since the MAGI is the
income amount used to calculate APTC eligibility, a
marketplace enrollee can by investing in an HSA both
increase APTC and increase funds available to cover
cost-sharing obligations. While it would be preferable
to increase APTC and cost-sharing reduction
eligibility levels and generosity, if this is not politically

possible, HSA investments can provide some relief for
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individuals with moderate incomes or individuals who
underestimate their income and are faced with high

APTC repayments at tax filing time.

Some legislative changes could make HSAs even
more helpful for those who actually use them to cover
health care costs. First, the out-of-pocket limits under
the ACA could be amended to align them with out-
of-pocket maximums for HSA-linked high-deductible
health plans. Although the limits were initially aligned,
they increase under different inflation adjustment rules,
making it possible that ACA compliant plans would not
be HSA eligible. For 2016, for example, the maximum
out-of-pocket expenditure limit for health savings
account compliant high-deductible health plans is
$6,550,0while the maximum A CA out-of-pocket limit
is $6,850. These rules could be easily aligned.

Modest direct federal contributions to HSAs for
moderate-income Americans could also be considered.
These could be made available in fixed amounts ($500
per year, for example) to middle-income individuals
who are not eligible for cost-sharing reduction
payments but who have incomes below certain levels,
perhaps 500 percent of FPL. These could be paid as
a refundable tax credit at the time of tax filing based
on actual taxable income, avoiding the need for
reconciliation.7IThey could be made to individuals with
employment-related coverage as well as individual
market coverage.

As with retirement accounts, modest subsidies
could be implemented with a well-designed choice
architecture that could overcome behavioral inertia to
encourage greater savings.2 For example, the federal
government could implement a matching-contribution
framework. Government or private plans could also
assist consumers with the logistical practicalities of

establishing such accounts.



ALLOW USE OF HEALTH REIMBURSEMENT
ACCOUNTS TO PURCHASE HEALTH
INSURANCE

Consideration should also be given to allowing small
employers to fund health reimbursement accounts
(HRASs) that could be drawn upon by employees to
purchase health insurance in the individual market. This
is currently illegal under administration interpretations
of the ACA and preexisting tax law.B Protections
would be required to ensure that employers treated
all employees the same and did not use this possibility
to dump high-cost employees into the marketplaces.
Provision would also have to be made to ensure that
the offer of an HRA did not disqualify employees
from receiving marketplace premium subsidies unless
the HRA contribution made coverage genuinely
affordable. Finally, “double-dipping” should not be
permitted—employees should have to choose between
employer HRA-financed coverage and APTC, and
not receive both. But with these protections, found in
current legislative proposals (HR2911), a program that
allowed small employer contributions for coverage
through HRAs could encourage some employers
who would not otherwise offer traditional small group
coverage to make coverage more affordable for their

employees. 4

Improving Health Insurance

Design to Increase Coverage

Even if the ACA is not amended to increase cost-
sharing support, health insurers could make health care
more affordable. Some marketplace plans currently
offer some services—coverage of generic drugs for
example—that are not subject to the deductible.s
Others permit limited access to some services—three
primary care visits for example—before the deductible
applies. In fact, in 2015, 80 percent of marketplace
silver plan enrollees selected a plan with a primary care
visit covered before the deductible while 82 percent
selected a plan with generic drugs covered below the

deductible.®5These plan designs could be encouraged
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(or required) by the marketplaces—including the
federal marketplace—which are required under the
ACA to ensure that qualified health plans are “in the

interests of” plan enrollees.

Such plan designs carry some danger of risk selection.
If these plans impose lower cost-sharing on individuals
with  minimum medical demands, they must make
up for it by imposing higher cost-sharing elsewhere,
presumably on higher-cost individuals. On the other
hand, if offering some covered services to individuals
with low medical needs attracts those individuals into
the marketplace, this might have the effect of lowering

the cost of coverage for all marketplace participants.

As noted above, accumulating evidence confirms that
greater patient cost-sharing leads to reduced utilization.
But there is little evidence that consumers respond to
cost-sharing by effectively comparing prices for costly

services, or by focusing on the highest-value care.77

Zarek C. Brot-Goldberg and colleagues, in a recent
National Bureau of Economic Research working
paper, examined the experiences of workers who were
shifted from a no-deductible plan to one with a $3,750
deducible linked with a correspondingly generous
$3,750 health savings account.® Consumers were
also provided innovative online shopping tools that
were intended to assist them in comparing prices for
doctors' visits and various accompanying services and
tests. Annual medical spending quickly dropped, with
total firm-wide medical spending declining by more
than 10 percent.AYet the decline was undiscriminating.
Brot-Goldberg and colleagues found little evidence
that workers effectively distinguished wasteful from
valuable care. Given a financially generous high-
deductible health plan with an accompanying HSA,
even this group of relatively high-income, highly
educated workers markedly reduced its receipt of

clinical preventive services and other valuable care.8



There was also little evidence that this relatively
advantaged consumer group used available tools
to identify cheaper services and providers, or even
that consumers strategically responded to the actual
economic incentives created by their insurance plan.
Researchers found especially concerning utilization
declines among people with health problems, who
may have foregone important forms of care. Almost
half of the spending reduction also occurred among
predictably sick individuals likely to exceed their annual
deductibles, for whom the true marginal cost of specific
services was often quite low. This overall pattern
of findings casts doubt on the power of calibrated
consumer incentives to safely and effectively improve

the cost-effectiveness of medical care.

INCORPORATE VALUE-BASED INSURANCE
DESIGN TO SUPPORT COVERAGE FOR HIGH-
VALUE SERVICES

Value-based insurance design (VBID) attempts to
balance the competing goals of greater economy and
cost-effectiveness with greater financial protection
and improved health. Consumers require the most
generous coverage and most minimal cost-sharing
for high-value services likely to improve health, with
less generous cost-sharing for lower-value services
such as name-brand drugs for which cheaper generic

substitutes are readily available.

The ACA incorporates one form of VBID by requiring
insurers to cover clinical preventive services without
patient deductible or copayment when these are
granted an ‘A" or "B" rating by the U.S. Preventive
Services Task Force based on rigorous clinical trials.
Equivalent bodies could develop an evidence-based
list of secondary prevention and chronic disease
management services that would similarly be covered
without patient out-of-pocket cost or with minimal

cost.g

The Center for Medicare and Medicaid Innovation

recently announced an initiative to deploy VBID
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principles to align cost-sharing more carefully with
high-value services in Medicare Advantage. Beginning
in January 2017, these programs will test the utility of
structuring patient cost-sharing and other health plan
design elements to promote high-value clinical services
inseven states. This effort provides a promising platform
to design more innovative marketplace plans, which the

federal and state marketplaces should encourage.@

Improving the Adequacy of

Both Networks and Formularies

Further steps should be taken to improve the adequacy
of provider networks and formularies. Consumers also
need to be protected from surprise balance billing
when they unintentionally use the services of out-of-
network providers. This could be done by amendments
to the ACA, but could be accomplished also by the
administrative actions under existing authority and by

state legislatures and insurance regulators.

Narrow provider networks are a familiar feature in
American health care. These have become only more
common and narrower in recent years, due largely to
the concurrent effects of rising costs and competitive
pressure on insurers to reduce premiums. As a result,
insurer provider networks cover an ever smaller
roster of providers to reduce costs from the insurer's

perspective, thus permitting lower premiums.

With proper transparency, narrow networks can benefit
consumers. Narrow networks provide insurers (and
thus their customers) greater leverage to constrain
prices and to maintain quality.8 Excessive regulation
of networks is problematic if regulations unduly tie
the hands of insurers and consumers in provider
negotiations.8

But narrow networks can leave consumers without
necessary access to providers.& If networks include too
few providers, orif none ofthese providers are accepting

patients or can communicate in an enrollee’s language,



enrollees may be denied care that they need and have
contracted to receive. If providers are too far away, if
delay times to obtain appointments (or the times in the
waiting room after arriving for an appointment) are too

great, the enrollee can effectively be denied coverage.

If an enrollee has special needs—pediatric oncology
or HIV therapy, for example—and a network lacks
providers that can provide specialized care, the enrollee
may lack practical access to the most essential benefits
of their insurance coverage. Moreover, some insurers
might intentionally restrict networks to deter high-cost
patients from enrolling. A particular concern is that
insurers may restrict drug formularies to discourage
individuals who need access to high-cost specialty

drugs from enrolling in their plans.&

Recent analysis of plans available in six cities found that
most marketplace plans include at least one marquis
hospital oracademic medical center.&Such participation
is quite salient to both consumers and regulators, and
is perhaps essential for a credible commercial product.
But physician network adequacy is more complex and
less readily observed by consumers. Proper regulation
is therefore essential to ensure access and to avoid risk

selection across plans.

The ACA marketplaces oversee network adequacy for
qualified health plans (QHPs). QHP networks must,
under the federal rules, include a sufficient number
and variety of types of providers, including mental
health and substance abuse providers, to ensure that
all services are available without unreasonable delay.8
Current marketplace regulatory oversight focuses on
access to hospital systems, mental health, oncology, and
primary care providers. QHP plans must also include
essential community providers that serve low-income
and medically underserved individuals. QHP insurers
must make provider directories available online and

in hard copy and must update their online directories
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monthly. If necessary in-network care is unavailable,
plans should be required to pay for out-of-network care

with in-network cost-sharing.

QHPs must also cover at least one drug from each
U.S. Pharmacopeial Convention category and class
and the same number of drugs in each category and
class as the state’s essential health benefits benchmark
plan. QHPs must provide an exceptions process for
enrollees who need drug not on the formulary and
cannot discriminate through the use of their formulary,

for example, by excluding HIV drugs.

The Department of Health and Human Services
also regulates network and formulary adequacy for
Medicare Advantage and Medicaid managed care
plans. Regulation of Medicare Advantage plans has
become quite sophisticated, with a focus on geographic
accessibility of providers,@while regulation of Medicaid
plans will be tightened up under recently proposed
regulations.9 Employer plans need only describe their
network provisions and provide a list of their network

providers.9

Regulation of network adequacy is, therefore, primarily
the responsibility of state insurance regulators. State
regulation, however, varies widely, while advocates and
the news media are more focused on Washington,
D.C. than on the fifty state capitals where the most
critical decisions will be made. Therefore, progress on
this front will require improving state regulatory efforts

directed at network adequacy.

IMPROVE STATE REGULATION OF NETWORK
AND FORMULARY ADEQUACY

Although the National Association of Insurance
Commissioners (NAIC) has had a managed care
plan network adequacy model act since 1996, fewer
than one-quarter of states had adopted the model,

as of a recent survey.2 While most responding states



reviewed plans of health maintenance organizations
for compliance with network adequacy standards, far
fewer performed similar reviews of preferred provider
organizations, except when complaints were received.
Only about half the states imposed quantitative
standards in place for evaluating time and distance
to providers.80nly about one-fifth limited how long
enrollees must wait for an appointment with providers
or require minimum ratios of enrollees to providers.%
Most states did not require network directories to be
updated more often than annually. Many states did not
affirmatively monitor ongoing network adequacy for

non-HMO plans unless they received a complaint.

A program for regulation of network adequacy has
been proposed by the consumer representatives
to the NAIC.% Much of this program is included in
a redraft of the model law recently adopted by the
NAIC. Under the program proposed by the consumer
representatives, states should have to adopt network
adequacy regulations governing all insured plans that
use networks—that is, virtually all insurance plans.
States should ensure consumers’ accessibility to
providers within reasonable distances and without
unreasonable waiting times for appointments. Access
should be guaranteed to the full range of providers
needed by plan enrollees, with an emphasis on primary
care, mental health and substance abuse care, and care
for children. Failure to include providers necessary
to address certain conditions should be treated as a
discriminatory benefit design issue. Regulators should
also ensure that formularies are adequate and non-
discriminatory, and that an exceptions process is readily

available.

Regulations should also require insurers to enroll at least
some providers that offer extended hours and weekend
appointments. State regulators should pay special
attention to access to essential community providers.

Regulators should also ensure that health plans not
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only have network contracts with hospitals, but also
with physicians within those hospitals, particularly with
hospital-based physicians such as anesthesiologists,
radiologist, pathologists, emergency room doctors, and

hospitalists.

Insurers should be required to file access plans that
describe in detail their networks, how those networks
adequately address the needs of their enrollees, and
how pertinent and timely information about their
networks is clearly communicated to consumers. The
access plans should in particular address the criteria an
insurer uses to select providers, including measures that
address quality of care, and protocols for maintaining
and updating network directories. These access plans,
and any changes to them, should be reviewed and

approved by regulators before they go into effect.

Regulators should regularly review compliance with
network adequacy regulations, using such tools as
secret shoppers and review of provider contracts to
ensure adequacy. Regulators should not passively rely
on complaints to ensure insurer compliance. Regulators
should also not simply rely on accreditation status to
ensure network adequacy. Accreditation can provide
an additional check on adequacy, but cannot substitute

for public regulation.

Some enrollees will inevitably be unable to receive
needed care in network plans. All network plans should
thus be required to provide an exceptions process for
enrollees who cannot find within-network providers,
either because of their specialized needs or because
of network capacity. Requests for exceptions in urgent
cases should be handled within twenty-four hours.
Regulators should collect routinely data to monitor
the frequency of use of out-of-network providers, the
cost of out-of-network services, and the use of the

exceptions process.



Consumers should also be protected when their
providers leave their plan’s network. Providers should be
required to ordinarily give ninety days’ notice to health
plans before terminating their contractual participation.
Network providers (or the plans) should give the same
notice to patients under treatment before the provider
is allowed to disenroll from a plan’s network. If a provider
and a plan terminate their contract or a provider is
moved from one cost-sharing tier to a different tier, an
enrollee who is pregnant, terminally ill, or under a course
of treatment for a serious condition should be able to
continue treatment at the same cost-sharing level for
ninety days, or until a baby is delivered or the condition
resolved. If an enrollee’s primary care physician or
provider with whom they are in active treatment leaves
a plan in the middle of a plan or policy year, the enrollee
should also be given a special enrollment period to
move to a plan in which their provider is enrolled.The
Centers for Medicare and Medicaid Services (CMS)
has recently proposed regulations that would require
federally facilitated marketplace qualified health plans

to provide similar continuity of care protections.

IMPROVE PROTECTION

FROM BALANCE BILLING

Consumers should be protected from balance billing
unless they have freely assumed the risk by knowingly
seeking care from a non-network provider fully aware
that they will receive a balance bill.% Consumers who
receive emergency care from an out-of-network
provider should not need to pay morejust because they
could not get to an in-network provider. Federal law
now requires network plans to pay minimum provider
rates and to not charge consumers higher coinsurance
or copayments for out-of-network emergency care. It
does not, however, ban balance billing in emergency
situations. A few states have laws requiring insurers
to hold consumers harmless for emergency out-of-
network care, but many states do not.F All states,

and the federal government for QHP plans, should
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adopt laws holding insured individuals harmless from
balance billing when they must receive out-of-network

emergency care.

Protections are also needed for consumers who have
exercised reasonable caution to make sure that they
are receiving treatment from in-network providers
but nonetheless receive out-of-network services,
for example from anesthesiologists, pathologists, or
surgical consultants. CM S has recently proposed a rule
under which a marketplace health plan could provide
notice to an enrollee at least ten days in advance of the
receipt of services from an in-network facility that there
was a possibility that the enrollee might receive out-of-
network services while at the facility. If a plan failed to
provide this notice, any cost-sharing imposed by out-
of-network providers would have to be charged against
the plan’s out-of-pocket limit so that the insurer would
absorb costs above that limit. This is a step in the right

direction, but does not go far enough.

When consumers schedule a procedure with an in-
network provider in a nonemergency situation, they
should be informed as to whether professionals that
might be involved in the procedure are out-of-network
and, if so, be offered the option of choosing in-network
providers. If consumers end up being treated by out-
of-network providers despite reasonable efforts to
receive only in-network care, an arbitration process
should be provided to resolve the issue between the
provider and insurer without involving the consumer.
“Final-offer” arbitration, in which the parties, in this case
the provider and insurer, each submit bid amounts and
the arbitrator chooses one or the other, is one simple
process for reaching a reasonable solution to balance
billing disputes.8 The recently finalized NAIC model
act provides a similar approach, requiring mediation or
negotiation of large balance bills between the insurer

and provider.



3. IMPROVING THE CONSUMER
MARKETPLACE EXPERIENCE

One goal of the ACA is to provide consumers with a
range of health plan choices. Another is to encourage
competition among insurers to constrain premium
growth and improve quality and value. To accomplish
both of these ends, the ACA created exchanges—now
called marketplaces—where consumers can shop for
individual and small group coverage and insurers can
compete for their business.

The ACA constrains marketplace choices and
competitions in several ways. Insurers are restricted
from competing in the way they have traditionally—
by avoiding high-risk enrollees or charging them
higher premiums. Insurers also cannot compete in the
individual and small group market by offering skinny
benefit packages. All insurers in these markets must
cover a reasonably comprehensive package of essential
health benefits. Qualified health plans sold through
the marketplaces must also meet other requirements,
including inclusion of essential community providers

that cover low-income and high-need enrollees, and

accreditation by recognize accrediting entities.

Within these constraints, insurers are free to compete for
consumer business, and consumers are free to choose
the plan that they think best suits their own needs and
resources. Although the extent of competition, and the
ways in which insurers have competed, have varied from
state to state, and from one region to another within a
given state, competition has been robust throughout
much of the country. Consumers have, on average,
five insurers and fifty health plans to choose from per
county in the 2016 open enrollment period.®

Insurer competition has focused intensively on
premiums. In a recent Commonwealth Fund survey,
41 percent of participants reported that low premiums

were the most important factor in their selection of a
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qualified health plan (see Figure 10, p. 30). Another
25 percent identified out-of-pocket payments as
most important, with only 22 percent reporting that
access to a preferred provider was most important.10
Marketplace price competition is particularly powerful
because premium tax credits are set with reference
to the second-lowest cost silver plan available to a
consumer. Any amount that a consumer pays for a
plan above that benchmark comes directly from the
consumer’s pocket.

Narrowing provider networks provides the most
common approach used by insurers to lower both
premiums and out-of-pocket payments. Tl This appears
to be an appealing strategy to many consumers. Fifty-
four percent of consumers who report that they had
the opportunity to save money by enrolling ina QHP

with a narrower provider network chose to do so.1®

Insurers also compete by offering a range of cost-
sharing alternatives. Although cost-sharing packages
must meet actuarial value standards, there are many
different ways in which plans can be designed to meet
the same actuarial standard. Different cost-sharing
packages may be attractive to different consumer
groups. Although, as we noted earlier, high cost-
sharing may harm low-income populations, within
limits, diversity and choice in cost-sharing alternatives
is beneficial to consumers. Competition in this area,
however, also imposes significant possibilities for
confusion, imposing large responsibilities for processing
information on individual consumers.

There

is evidence that premiums are lower in

marketplaces in which many insurers actively
compete.1B Consumers also presumably benefit from
being able to choose from a number of plans that
offer different provider networks and cost-sharing
packages. The challenge is to improve consumer
choice while managing the accompanying cognitive

and informational burdens. Experience from Medicare



FIGURE 10
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Advantage and otherarenasindicate that, absent proper
structure and decision supports, offering consumers
too many choices can actually impede consumers’
ability to make effective decisions. B Important deficits
in the information provided to consumers also limit

their ability to make optimal plan choices.

Expanding Human and Automated Decision
Supports for Both Medicaid and the New
Marketplaces

In the run-up to the implementation of the ACA,
proponents occasionally spoke of the process of buying
marketplace coverage as something that could be done
with the ease of selecting a book on Amazon.com. That
vision was over-optimistic, given the complexity of

insurance products. The current consumer experience,
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in both the state and federal marketplaces, certainly

does not approach that standard.

The sheer volume of Americans who have used
the marketplace accounts for much of the technical
challenge. According to a recent Commonwealth
Fund report, 16 one-quarter of all U.S. adults age 19 to
64 have visited the new marketplaces. Fifteen percent
of visitors enrolled in Medicaid; 30 percent enrolled in a
private plan. Each ofthese individuals required extensive
information processing, linking across multiple federal
agencies and qualifying health plans, including identity
verification, citizenship checks, and the computation
of premium tax credits. These challenges crashed the
initial launch of the federal healthcare.gov website and
some state marketplace websites. They still affect the

consumer experience in many ways.



With due allowance for inherent complexity,

the human experience interacting with the new
marketplaces remains mediocre. Partly as a result of
these shortcomings, consumers often err in choosing

marketplace health plans.1®

Survey data collected in2014-15 by the Commonwealth
Fund underscores the challenge. The low response
rate (12.8 percent) suggests a need for further
investigation regarding consumer experience. Yet the
overall pattern is consistent with other data and media
accounts. I/ Fifty-eight percent of marketplace visitors
rated the experience unfavorably, as either “fair" or
“poor.” Forty-seven percent of those who successfully
obtained coverage nonetheless rated the experience
unfavorably. Among those could not or did not enroll,
54 percent flatly rated the experience as “poor.” 18 In the
absence of greater decision supports and transparency,
consumers understandably base their plan choices on
their monthly premiums or on behavioral inertia, even
when such choices provide a demonstrably poor match
to their true needs based on predicted out-of-pocket

payments, health needs, and other pertinent factors.

Consumers require significant help making sense of
complex provider networks; premiums, deductibles,
copayments, and coinsurance; and pharmaceutical
formularies.l®9These activities must be made easier and
more transparent, especially since the mechanics of the
process compel consumers to comparison-shop every
year.T0 Policymakers must also consider other changes
to ensure that plans provide both consumers and
regulators with standardized and timely information
regarding provider networks, covered medications, and

other basic issues.

Improved decision aids could help consumers make
better and more informed choices. This is a critical
concern to ensure that individuals obtain affordable
coverage, and to ensure that marketplace competition

disciplines premium increases across plans.
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The dynamics of the 2015 open enroliment process
underscored the importance of active consumer
comparison-shopping. An individual who purchased
the cheapest 2014 silver plan and retained it in 2015
would experience an average 84 percent premium
increase. That same consumer, if she had chosen the
cheapest 2015 silver plan, would have experienced only

an average 1.0 percent increase. Tl

One-third of re-enrolling marketplace participants
changed plan metal levels in 2015. The remaining two-
thirds of metal plan participants retained their 2014
plan level. Many who remained with their same plans
likely over-pay, since switchers saved an average of
$400 annually.!RComparable data from 2016 plans are
now becoming available. These likely will exhibit similar
patterns.
Some tools for decision-

improving consumer

making are emerging in the federal marketplace
and across the states. Consumers can obtain much
more information and browse available marketplace
options as “anonymous” users. This is a major advance
over the initial open enrollment, which generally
required individuals to establish personally identified
marketplace accounts before gaining access to such

information.

For the 2016 open enrollment period, healthcare.gov
has substantially upgraded shopping tools. Materials
recently released by CMS indicate important changes
for the current marketplace. These include faster and
improved browsing and account management, more
user-friendly navigation, and simplified re-enrollment
processes with comparisons to other local available
plans. A new out-of-pocket cost calculator helps
consumers estimate overall costs, beyond the monthly
premium. This feature provides further information
on premiums, deductibles, and co-pays for each
plan, based on different anticipated levels of health

care utilization. New doctor and prescription drug



lookup features will provide consumers with more
readily searchable information about network and

prescription-drug coverage in different plans.1

By 2017, additional data will be incorporated, including
plan quality ratings and the results of consumer
satisfaction surveys.t4 But much more can be done to
simplify consumer choice and to improve the choice

architecture facing individuals selecting plans.

ACTIVELY GUIDE CONSUMERS
INCOVERAGE SELECTION

A recent paper by economists Ben Handel and
Jonathan Kolstad exemplifies how personalized
decision supports and defaults could make marketplaces
more transparent and competitive, and also less
burdensome to individual consumers.TbA key insight is
that useful decision supports should extend beyond the
convenient provision of pertinent information to more
much active guidance based on specific information
regarding patients’ specific preferences and needs.
make several

These authors proposals to guide

consumers towards plans most likely to match
their projected health needs, network of providers,
preferences about risk, and other factors. Handel and
Kolstad also recommend an “opt-out” approach, in
which marketplaces would be enabled to default-enroll
a consumer into a particular plan when that represents
an “unambiguous and substantial increase in value for

the consumer.”

More should be done to integrate decision-making
and consumer support tools with the predictable
needs of Americans with chronic conditions. Expert
organizations such as the American Cancer Society
could play a valuable role in preparing materials and
automated decision aids that help consumers assess
the quality of qualified health plans in treating specific

conditions. 16
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Although all of these tools will be helpful, they are not
sufficient. Navigators and other types of enrollment
assisters, including traditional agents and brokers, must
help.”Many people need human help accessing online
resources. The most knowledgeable consumers may
already have signed up for coverage, leaving many
remaining uninsured who will need outreach and
other services to obtain coverage and financial help.
According to one recent survey, half of uninsured adults
who were potentially eligible for financial help had not
heard about subsidies or looked for information on the

new marketplaces.™8

When the ACA first launched, the federal government
financed much of this human help, funding many
programs that help consumers with the mechanics
of plan enrollment and marketplace subsidies.
During the first open enrollment period, some 4,400
assister programs with more than 28,000 staffers
and volunteers helped nearly 11 million consumers.™®
The federal government also funded state consumer

assistance programs through the ACA. 0

Some policymakers had hoped that the need for
such supports would decline as the ACA became a
permanent fixture and the new marketplaces enrolled
increasing numbers of the previously uninsured.
Experience in Massachusetts and elsewhere suggests
these hopes are misplaced. A particularly important
challenge arises in reaching severely disadvantaged
populations, such as individuals with substance use
disorders or those under the supervision of the
criminal justice system. States—particularly those that
have rejected ACAs Medicaid expansion—are now
providing little outreach and technical assistance in

these areas.

The federal government can help to fill this gap.RRA
permanent, well-trained corps of 10,000 additional

full-time outreach and enrollment specialists would



augment existing efforts. A large city such as Chicago
might have 200 additional specialists, who would be
available to assist individuals with complicated health
conditions or life circumstances, and to assist others
such as Medicaid-eligible indigent individuals who
would otherwise remain uninsured. The annual costs
of such a corps, which we estimate to be on the order
of $500 million, amount to less than $50 for every
participant in the new marketplaces. Such costs may be
offset by the savings to states of increased Medicaid
enrollment, and by savings to both individuals and
the federal government if such enrollment assisters
could help marketplace participants more effectively

comparison-shop different plans.

Private brokers and agents can also play a useful
role. Some ACA supporters were initially skeptical
that brokers could still play a valuable role once state
marketplaces were implemented. In part because of
initial implementation difficulties, but also because
of their specific expertise and experience in the
insurance market, brokers and agents have played
an important and continuing role. Rather than being
dis-intermediated by the new marketplaces, brokers
are accounting for a surprisingly high proportion of
enrollment in California, Kentucky, and other states.13
Effective collaboration with private agents and brokers
requires due attention to their commercial needs.
Such collaboration also requires regulation of potential
conflicts of interest and new training regarding low-
income consumers and other populations likely to
participate in state marketplaces, who have rarely

interacted with agents or brokers before. 4

IMPROVE NETWORK AND

FORMULARY TRANSPARENCY

Improved network and formulary transparency would
greatly improve the consumer shopping experience.
Federal regulations and the laws in some states require

health plans to make their network directories and
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drug formularies available online and to update them
regularly. Comprehensive federal regulations, however,
apply only to qualified health plans sold through the
A CA marketplaces (and to Medicare Advantage and
Medicaid managed care plans), and state laws and
regulations do not apply to self-insured group health
plans, which cover the majority of employees covered
ERISA, which

does cover employer plans, imposes less rigorous

through employee benefit plans.
network disclosure requirements.15 Current statutes
and regulations do not go far enough to ensure that
insurers make available reliable provider directories and

networks.

Transparent network coverage is necessary to ensure
that consumers who enroll in narrow network plans
understand the constraints they are accepting and can
determine whether the providers they want or need
are in-network. A uniform rating system should be
developed for disclosing the breath or narrowness
of provider networks. For example, McKinsey in its
analysis of networks defines broad networks as those
with 70 percent of all hospitals in the rating area
participating, narrow networks with 31 percent to 70
percent of all hospitals, and ultra-narrow networks with
30 percent or less of all hospitals participating. ?7Ratings
such as these should be included on the summaries
of benefits and coverage that health care plans are
required to give all enrollees and shoppers so that
consumers can determine up front the breadth of the
plan’s network. Plans should also describe the criteria
used for determining network participation, the cost
differentials for enrollees who use in- or out-of-network

providers, and how balance bills are handled.

Provider directories should be readily available online
and in paper form. These must be easily searchable and
understood by the general public. Consumers should
be able to determine whether specific providers with

whom they have established relationships, specific



types of specialties that they need, providers in their
geographic location, or providers who speak their
language or are accepting patients, are available in a

network before they sign up for it.

Directories for individual and small group plans should
be available to the public online without the need to
log-in or to provide a password. Directories for all
individual market plans should also be provided by
insurers in machine-readable form to permit private
companies to create search tools. Directories should
include, and be searchable by, information on providers
including name, contact information, location, specialty,
languages spoken, and whether or not the provider is
accepting patients. The recently launched federally
facilitated marketplace doctor lookup tool should be
supplemented by private marketplace search tools.
If a network is tiered, providers should be identified
and be searchable by tier. The directory should clearly
define the ramifications of tiered status in terms

comprehensible to ordinary consumers.

Consumers should also be able to trust the accuracy
of provider directories. Directories should be updated
monthly. Only a handful of states currently require this,
although CMS now require monthly updates from
QHPs in the federally facilitated marketplaces. 8 If a
directory erroneously lists a provider as participating
or accepting patients when the provider in fact is not,
enrollees should be permitted to disenroll and enroll
in a different plan. Network directory updates should
be filed with state insurance regulators, who should
make reviewing network directories part of their
regular market conduct analysis, as well as respond
to complaints about directories. Trusted consumer
organizations such as Consumers Union or Consumer
Checkbook could also rate plan networks for their

comprehensiveness and quality.

Formularies should be available online and in machine-

readable form and regularly updated. Insurers and
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group health plans should not be allowed to remove
drugs from a formulary or change its tier status within a
plan year unless the drug is determined to not be safe
or effective, a generic form of a previously brand-name
only drug becomes available, or an over-the-counter
equivalent of the drug becomes available. Nevada has
recently considered a formulary regulation that takes

this approach.®

STANDARDIZE INSURANCE PRODUCTS

Consumer shopping in the non-group market could
also be improved through greater standardization.
While it is important for consumers to have options
in insurance markets and while product innovation
can be beneficial to consumers, consumers do not
benefit from having available many plans with minimal
and confusing differences. Several state marketplaces
have developed standardized designs for marketplace
plans. B Federal regulations already limit insurers to
offering marketplace plans that are “meaningfully
different,”Bl but the

differences among plans are minimal.

standards for determining

The California marketplace requires insurers to offer
plans in each of the four metal tiers and to offer a
standardized plans in each tier.® Research involving
standardization of plans in Massachusetts found
that it simplified consumer choice and

welfare. 3 Although such

improved
consumer comparisons
do not demonstrate causality, another study found
health

California, with standardized plans, than in Florida,

insurance premiums significantly lower in
which allows insurers to market plans of their choosing
without standardization.34But states with greater plan
standardization do not necessarily have lower rates than
states with less standardization; product design issues
are also important. B5CMS has recently proposed the
establishment of a set of standardized plans for each
metal level that insurers offering marketplace plans
could use for 2017.



Marketplaces should develop a limited number of
standard product designs and require insurers that want
to offer products in the market to offer those products.
Insurers could also be allowed to offer a limited number
of nonstandard products, but would have to justify
why the product is valuable for some specific group
of consumers and that offering such a product would
not aggravate risk-segmentation or deter high-cost

consumers.

4. IMPROVING MEDICAID FOR
LOW-INCOME AMERICANS

Medicaid expansion is the ACAs main strategy for
expanding health care to low-income Americans.

Seventy-two million Americans are enrolled in
Medicaid, 13.2 million more than were enrolled in 2013
before the ACA expansion was implemented.% For
these Americans, Medicaid plays a vital role, giving
them access to health care they could never otherwise
afford.

The Supreme Courts 2012 decision in National
Federation of Independent Business v. Sebelius (known
as NFIB) gave states permission to opt out of the
ACA’'s Medicaid expansion. At this writing, twenty
states have chosen to opt out. B/ To attract states into
the program, the administration has been allowing
states substantial discretion under Section 1115 of the
Social Security Act (known as the 1115 waiver program).
This process should continue. Indeed, ongoing
dialogue between conservative state officials and the
Obama administration may be the most effective
bipartisan negotiation now occurring in health policy.
Yet the extent of discretion permitted states must be
limited to avoid undermining Medicaid’s broader goals.
And states could be offered additional incentives to
expand Medicaid. Finally, several steps, outlined below,
could be taken to make Medicaid more beneficial to

Medicaid beneficiaries.
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HAVE THE FEDERAL GOVERNMENT
PERMANENTLY ASSUME THE ENTIRE

COST OF THE MEDICAID EXPANSION
POPULATION

In the wake of the Supreme Court’s NFIB decision,
twenty states have declined to implement ACAs
Medicaid expansion, despite extremely generous
federal matching rates that are currently 100 percent
and will taper down to a permanent matching rate
of 90 percent by 2020. ACAs Medicaid expansion
represents one of the most generous federal-state
financing arrangements in the history of health policy.
The Congressional Budget Office estimated that the
federal government will pay 93 percent of the costs
of the Medicaid expansion between 2014 and 2022.
The additional cost to states represents a 2.8 percent
increase in what they would have spent on Medicaid
over the same period in the absence of health reform.®
Indeed, a recent study has shown that Medicaid costs
are growing more rapidly in states that have not

expanded Medicaid than in states that have.®

Economic analyses indicate that the local economic
impact of Medicaid expansion is highly favorable to
state government and to state economies. ¥ Resources
provided through the Medicaid expansion frequently
substitute for other state and local expenditures—for
example, in the provision of correctional-system health
services—and many Medicaid providers are actually
public-sector entities or nonprofits financed by state or

local governments.

Despite these benefits, many state officials and citizens
report concerns regarding the fiscal burdens associated
with ACAs Medicaid expansion. One simple response
to these concerns would be for the federal government
to assume all remaining costs of the Medicaid expansion
in all states. Given that the federal government isalready
committed to permanently assume 90 percent of the

costs of covering this relatively healthy population, this



step would require little added federal expenditure—
about $5.2 billion to cover the 11.9 million newly eligible

adults in calendar year 2020.%

CONSTRAIN 1115 WAIVERS

Section 1115 of the Social Security Act has long
authorized research and demonstration projects in
Social Security Act programs, including Medicaid.
Medicaid

have been used for decades to waive or vary

research and demonstration projects
program requirements, often for many years, without
meaningful research purpose or oversight and with
little transparency. ®®The ACA attempted to increase
accountability for 1115 waivers, requiring opportunities
for public comment both at the state and federal level
and greater assurances that an 1115 project would

actually comply with Medicaid requirements.¥8

After the NFIB decision, conservative states began
demanding that program requirements be waived
undersection 1115as a condition ofthe states expanding
Medicaid. ¥4 In some ways, the resulting process has
proved valuable. It has allowed genuine bipartisan
negotiations between Republican state office-holders
and the Obama administration, in which each side
has strong incentives to expand health coverage. The
resulting negotiation provided a politically palatable
pathway for some states to implement Medicaid
expansion despite deep-seated political opposition to

the ACA itself.

States might also design innovative and constructive
1115 waivers that improve the terms of the Medicaid
expansion. For example, a state might explore better
mechanisms to reduce churn between the Medicaid
and marketplace plans, or to better coordinate care for
individuals and families who move from one program
to the other. Arkansas' 1115 waiver program, which
provides access for the Medicaid expansion population

to the health insurance marketplace with premium
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assistance, appeared at least initially to help hold
down premium increases and reduce “churn” between
marketplace and Medicaid coverage. ¥

Caution is warranted, however, in reviewing 1115
waivers, as some states have submitted waiver requests
that serve no research or demonstration purpose
and are contrary to the goals of Medicaid itself. It
is important for the Obama administration (and its
successor) to reject waiver requests that would erode
basic protections for Medicaid recipients.
seek to enroll Medicaid

Some waiver requests,

recipients into mandatory wellness programs or
charge copayments for selected forms of emergency
department care or other services. The RAND Health
Insurance Experiment and subsequent research indicate
that even modest copayments and deductibles deter
use ofvaluable care and can harm individuals facing the
dual challenge of low-income and significant injury or
illness. Efforts to impose cost-sharing on low-income
or chronically ill populations thus deserve particular
scrutiny. ¥ Although many specific waiver requests
are poor public policy, these must be evaluated in
light of their corresponding contributions to political
compromise that might facilitate the provision of
Medicaid to millions of low-income Americans who

would otherwise go uninsured.

Some of the most concerning waiver requests would
require families with incomes below the federal poverty
line to pay monthly premiums, or to satisfy a work
requirement. These policies limit Medicaid access by
making the program unaffordable for precisely the
low-income population that needs the greatest help. W
Moreover, they likely cost more to administer than they
can potentially save—outside of their role in deterring
appropriate take-up of the Medicaid program.¥8The
administration should continue to refuse 1115 waiver

conditions that would suppress expansion-program



enrollment or make care unaffordable or that serve
no legitimate research or demonstration purpose.
If necessary, Congress should amend the Medicaid

statute or section 1115 to prohibit such waivers.

ELIMINATE MEDICAID ESTATE RECOVERIES
FROM THE EXPANSION POPULATION

The Medicaid statute allows states to recover program
expenditures from the estates of certain Medicaid
beneficiaries. This program is primarily targeted at
elderly individuals who receive expensive long-term
care and who may have a home or other assets that
could be sold to repay the Medicaid program for the
cost of these services at their death. The Medicaid
statute, however, gives states the option of recovering
Medicaid expenditures from the estates of any
Medicaid beneficiary aged 55 or older. This includes

beneficiaries in the expansion population.®

Ten states have indicated that they may try to recover
Medicaid expenditures from the estates of expansion
population enrollees aged 55 or over.® When
beneficiaries are enrolled in a Medicaid managed care
plan that is paid on a capitation basis, the full amount
of the capitation charge is considered to be a Medicaid

expenditure which could be recovered. Bl

The possibility of an estate claim may tend to
discourage individuals who are aware of it from
enrolling in Medicaid, regardless of their need for
health care. In fact, Medicaid beneficiaries who fall
within the expansion population are likely to account for
low health care expenditures compared to the elderly
long-term residents against whom the estate recovery
program is directed. They are also likely to live for a
considerable period, during which the state will have to
keep track of these individuals and the expenditures it
has incurred before it can finally make a claim against

the estate.
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Medicaid estate recovery raises serious concerns in
every beneficiary population. Enforcement of the
estate claims against the expansion population is
especially unwise, imposing high administrative costs
for minimum recoveries and deterring appropriate
take-up of the Medicaid program. Congress should
amend the statute to bar estate recoveries against the
expansion population. Alternatively, states can amend
their statutes or regulations to eschew estate recoveries
against members of the expansion population. At the
very least, research should be undertaken to determine

what the costs and benefits would be of eliminating

these requirement.

IMPROVE MEDICAID PAYMENT RATES

It is vitally important that Medicaid beneficiaries not
only possess Medicaid coverage but are actually
able to use that coverage to obtain care. Indeed, the
ACA amended the Medicaid statute to clarify that
states were obligated under the program not just to
pay for care, but also to ensure that care was actually
available.’2 For this to happen, providers must be paid
rates sufficient to ensure adequate access. 13 There is
evidence that higher Medicaid reimbursement rates are
associated with improved health outcomes, including
lower infant mortality. B Both liberal and conservative
commentators regularly lament Medicaid's low
reimbursement rates, though neither political party has
invested significant political capital in maintaining more

competitive rates.

In many states, Medicaid reimbursement rates have
fallen below the levels required to ensure practical
access to needed services. Indeed, six states—Rhode
Island, Florida, California,

New Jersey, Michigan,

and New York—impose Medicaid reimbursements
for primary care that are 50 percent or less of what
Medicare pays for primary care services.1H States
that provide such low Medicaid payments for general

or specialty providers are more likely to experience



access barriers among low-income recipients.®
Such access barriers are most obvious in anonymous
patient-caller tests, which in some states indicate that
the majority of specialty physicians are reluctant to
schedule appointments for Medicaid patients. & Other
data indicate that physicians spend less time per visit

treating Medicaid patients.

The ACA provided a temporary increase, covering
2013 and 2014, in selected Medicaid reimbursement
rates to achieve parity with Medicare rates.BRecent
research indicates that these changes induced
significantly greater availability of appointments to
Medicaid recipients, with the greatest improvement
found in states that implemented the largest changes
in reimbursement rates.®After reimbursement rates
were increased by the ACA, Medicaid recipients
were about 8 percentage points more likely to
successfully schedule appointments (66.4 percent
versus 58.7 percent success rate seeking to schedule

appointments).1®

Fifteen states have continued to provide such enhanced

reimbursement after these provisions expired.
Interestingly, some of these states, such as Mississippi,
Alabama, and South Carolina, are among those most
adamantly opposed to Medicaid expansion and other
more politically prominent provisions of the ACA. Bl It
is encouraging that political leadership in these states

spans the ideological spectrum.

CMS has recently issued a final rule for ensuring access
to care in state Medicaid fee-for-service programs.®
Under the new rule, states are required to develop
Access Monitoring Review Plans that specify data
sources to be used to review beneficiary access. These
plans must address the extent to which beneficiary
needs are met, availability of care and providers, changes
in beneficiary service utilization, and comparisons
between Medicaid rates and rates paid by Medicare

and commercial insurers. States must use these tools to
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review proposals for reducing or restructuring provider
payments before submitting those proposals to CMS.
States must also consider input from beneficiaries and
providers prior to submitting such proposals. States will
be required to monitor the effect of changes reducing
or restructuring provider payments on access for at

least three years after the changes are effective.

States must additionally review every three years
access to a core set of services—primary care (including
dental), physician specialists, behavioral health, pre-
and post-natal obstetrics (including labor and delivery),
and home health services. States may review additional
services at their discretion and must also review services
for which the states or CMS receive a high level of
complaints. States are required to implement ongoing
mechanisms for receiving provider and beneficiary
feedback on access to care. States must develop
remediation plans within ninety days of discovering
an access deficiency that would correct the problem

within twelve months.

The final rule is a step forward in ensuring access to
care for Medicaid beneficiaries, but more needs to be
done. First, the final rule does not provide beneficiaries
or providers a mechanism for initiating CMS review
of the adequacy of Medicaid access to care in a state.
With access to the federal courts further limited by the
Armstrong case (discussed below), beneficiaries and
providers need some means for initiating an independent
review of state limits on access to care. This rule does
not provide it. Second, the rule does not provide any
concrete metrics for determining whether access is
sufficient. CMS has requested further information on
what metrics might be appropriate, but for now leaves
the states to develop their own metrics.®8 Finally, the
rule does not prohibit states from implementing state
plan amendments prior to CMS approval. Once a
state submits a proposed amendment it can proceed
to implement it, subject to later disapproval. CMS

approval should be a prerequisite for implementation.



Congress should also make permanent ACAs 2013
and 2014 increases in Medicaid rates for primary care
providers. As of June 2014, the federal government had
spent an estimated $5.6 billion on this effort. B4 This is
a relatively modest expenditure given the overall scale
of Medicaid expenditures, and it could be expanded
to important classes of specialty providers, particularly
those with known supply shortages for the Medicaid

population.

Another valuable carrot would be to raise the federal
government's Medical Assistance Percentage (FM AP)
on Medicaid services for states that pay providers
competitive rates. This reform would provide states
with concrete incentives to raise provider rates. It may
also alter Medicaid politics by calling specific attention

to these concerns at the state level.

One template policy would be to raise federal matching
rates five percentage points for each service in which
the state reimburses providers some minimum rate.
The threshold could, for example, be set at 70 percent
of the corresponding Medicare rate.® This modest
threshold is close to the median in state rankings of the
Medicare-Medicaid gap. Such a policy would have the
further advantage of increasing overall federal support
for Medicaid, which would relieve fiscal pressure on

states.

ENSURE A JUDICIALLY ENFORCEABLE RIGHT
TO ADEQUATE ACCESS TO MEDICAID
PROVIDERS AND TO ADEQUATE MEDICAID
PAYMENT RATES

The Supreme Court has long recognized that federal
requirements under programs such as Medicaid
enacted through the authority of Congress under the
spending clause are binding on the states under the
Supremacy Clause of the Constitution. State laws,

regulations, and practices that violate the Medicaid
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statute are thus illegal. The federal government has
limited power, however, to enforce these federal
requirements. As a practical matter, it cannot defund
Medicaid programs. While it can reduce funding to
the states when states spend money in violation of
federal law, this strategy is usually counterproductive,
hurting the beneficiaries the program is intended to
help. Moreover, federal enforcement actions against
the states cannot be initiated by beneficiaries who are

harmed by illegal state actions.

The Supreme Court has also long recognized that
beneficiaries of Social Security Act public assistance
programs, including Medicaid, are not able to enforce
their rights through federal or state administrative
proceedings, and thus are dependent on the federal
courts to protect their rights. These rights are
enforceable under 42 U.S.C. §1983, a Reconstruction-
era civil rights statute that allows individuals who are
harmed by the actions of state officials acting in their
official capacity to sue for violation of their rights
under federal law. Several courts have also in the
past recognized the rights of Medicaid beneficiaries
and providers to sue state officials directly under the
Constitution’s Supremacy Clause for violation of

federal law. 16

Under 42 US.C. § 1396a(a)(30)(A), a state that
accepts federal Medicaid funds must adopt a state
plan containing methods and procedures to “"assure
that payments are consistent with efficiency, economy,
and quality of care and are sufficient to enlist enough
providers so that care and services are available . . .
at least to the extent that such care and services are
available to the general population.” In Armstrong
v. Exceptional Child Center,'&” the Supreme Court
concluded that providers cannot sue state officials under
the Supremacy Clause to enforce this requirement.
Medicaid providers and beneficiaries are still permitted

to sue under Section 1983 to protect rights that they are



clearly granted under the Medicaid program. Supreme
Court decisions have sharply circumscribed the scope
of rights protected by that provision, however, and the
lower courts have generally held that providers have no

rights to sue for adequate payments under this section.

The Department of Health and Human Services should
provide beneficiaries and providers an administrative
remedy for challenging inadequate provider access
before CMS, as recommended above. Where CMS
approves rates without adequate review or in the face
of evidence that the rates are not adequate, providers
and beneficiaries should be able to sue in federal court
to review the CMS decision. Congress should also
clarify that beneficiaries have a right to sue in federal
court to enforce other Medicaid requirements. The
courts should not be allowed to pare these rights back

further.

RECONSIDER A “PUBLIC OPTION" EARLY
MEDICARE COVERAGE WITHIN HEALTH
INSURANCE MARKETPLACES

Early legislative draft versions of what eventually
became the ACA included language that would
have provided marketplace participants the option of
purchasing public coverage, modeled on Medicare.
The competing public option proposals considered
at the time would also have allowed the public plan
different degrees of leverage in exploiting Medicare’s
great market power for care provided to retirees to force
doctors and hospitals to accept lower reimbursement

rates for younger public option patients.

Fear of Medicare's bargaining power among insurers,
hospital and physician groups, pharmaceutical firms,
and medical supply and device companies politically
doomed the public option in the 2008-10 ACA
debate. The public option also raised significant
implementation concerns. In the absence of proper

risk-adjustment and plan regulation, public plans could

The Century Foundation | tcforg

fall prey to adverse selection, serving disproportionate
numbers of the most costly, complex, or disadvantaged
patients. Nonetheless, a well-designed public option
might seriously compete with private coverage. It
would also impose needed price discipline on providers,
particularly those that dominate particular local market

areas.

Congress rejected public option proposals during
the ACA debate, substituting in its place a nonprofit
cooperative (CO-OP) insurance program. The CO -
OP program was severely hobbled by legislative
restrictions, however, and was further weakened by
funding limits imposed by subsequent congresses.
Half of the CO-OPs have now failed. The program
has not proven an adequate substitute for a robust
public option. Considering the defects of the CO -
OP program, it may be time to reconsider the public

option, despite the political and operational challenges.

One initial step could be to offer a public plan to
people over the age of 60. This is a costly coverage
group, whose needs most closely resemble traditional
Medicare. Many near-retirees face rather high
premiums and out-of-pocket expenses, yet earn too
much to receive marketplace subsidies. A public option
plan geared to this population may thus be especially
beneficial. A demonstration project within selected
markets with limited insurer competition might
demonstrate important benefits for both patients and

payors.

RAISE OR ELIMINATE MEDICAID AND
SUPPLEMENTAL SECURITY INCOME

ASSET LIMITS FOR PEOPLE LIVING WITH
DISABILITIES

The ACA assists Americans living with disabilities
through a number of important provisions, including
the elimination of annual and lifetime insurance caps,
bans on discrimination based on preexisting conditions,

and the requirement of essential health benefit



coverage in the individual and small group market,
including benefits previously limited or unavailable
through commercial insurance, such as rehabilitation
and habilitation services. The ACA also supported a
number of demonstration projects and supports for
state governments, such as the Balancing Incentive
Program, seeking to reduce reliance on institution-
based care.®

Despite these advances, the ACA failed to address
several issues of special importance to the disability
community. The ill-fated CLASS Act—the Community
Living Assistance Services and Supports program,
which would have offered a long-term insurance option
that would allow the elderly and disabled to remain
in their homes—was the most prominent provision
specifically directed to disability concerns.

One important issue unaddressed in the ACA
concerns the asset limits imposed on individuals
who become Medicaid recipients on the basis of a
qualifying disability. ®Medicaid asset limits aggravate
the separate and stringent asset limits imposed by the
Supplemental Security Income (SSI) program, which
limits countable resources to $2,000 for an individual
and $3,000 for a couple.TOThese asset limits exclude
from consideration the value of one's residence, one
vehicle, and personal effects such as wedding rings.
Yet they count even modest emergency savings,
retirement accounts, life insurance, and other routine
financial tools that people with disabilities likely need to

live in the economic mainstream.

Retention of Medicaid asset limits is especially puzzling,

because benefits provided through Medicaid’s
eligibility expansion for low-income recipients do not
impose similar asset requirements. Thus, individuals
who receive Medicaid on the basis of spinal cord injury
are typically barred from possessing more than a few
thousand dollars in financial assets. Yet in the same
states, individuals who qualify for Medicaid on the basis

of low-income face no similar asset limitation.
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The extreme nature of these asset limits has generated
bipartisan calls for less-stringent policies. The Achieving
a Better Life Experience (ABLE) Act represents
one effort to address this challenge. The bill was co-
sponsored by seventy senators and by 359 members
of the House. The presence of such co-sponsors
as Senators Bernie Sanders, Jay Rockefeller, Mitch
McConnell, and James Inhofe indicates the bipartisan

support for a change. ™

The ABLE Act establishes tax-advantaged accounts
modeled on the 529 accounts many affluent parents
use to save for their children’s college expenses. These
accounts can be used for qualified expenses, including
education, housing, training services, technology,
and transportation. These accounts are exempt from
Medicaid asset limits. Families can contribute up to
$14,000 annually, with the first $100,000 exempt from
standard SSI asset limits. Individuals who accumulate
more than $100,000 become ineligible for SSI cash

benefits but would retain Medicaid eligibility. 2

The ABLE Act helps many families with long-term
saving and planning by freeing them from tight asset
limits. By reducing the complexity of financial planning,
it reduces incentives for furtive or otherwise unwise
Medicaid asset-shielding practices. Yet the ABLE Act
has key limitations. Most important, it is confined to
individuals whose onset of disability was prior to age
26. Most people with adult-onset disabilities are thus
excluded. The ABLE Act does not address other
financial assets people might have accumulated over

the course of their lives.

One obvious improvement in the ABLE Act would
be to raise the age threshold to 65. This would provide
substantial protection to the entire population of
working age living with disabilities. Congress should
also substantially increase Medicaid financial asset

thresholds for individuals with qualifying disabilities.



thresholds to $100,000 would

accommodate the typical needs of disabled individuals

Raising these
while retaining incentives for the truly affluent to obtain

private insurance for long-term care.

Raising Medicaid and SSI asset limits is only one
component ofa more comprehensive policy. This policy
change would at least render Medicaid policies less
punitive and destructive when individuals encounter
disability, while improving incentives for saving and
investment. Given support among both Democrats
and Republicans for such efforts, this is one fruitful area

for bipartisan compromise.1B

CONCLUSION

Even as the successes of the ACA become increasingly
apparentand it becomes more deeply embedded in our
health care system, political calls to repeal it continue.
The House of Representatives has voted nearly sixty
times to repeal the ACA. Yet a majority of Americans
would rather keep or expand the law than repeal it. T4
Millions of Americans are now insured through ACA.
Millions more benefit from its regulatory protections,
such as bans on insurer discrimination against the sick
and injured. Billions of dollars are now flowing to state
governments, insurers, and medical providers. In short,

A CA is now embedded in the fabric of American life.

This report offers a number of proposals for building
on the ACA, to make health coverage and health care
even more affordable, accessible, and understandable
for Americans. We understand that in the current
political climate, improvements to the A CA that require
congressional action are unlikely. Yet an administration
committed to improving access could take some of the
actions we recommend without new legislation, while
other proposals could be implemented by the states,

marketplace, or simply by insurers.

The ACA was the beginning, not the end, of a process

that holds out the promise of transforming health
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insurance and health care for the better. It has covered
millions of people who otherwise would be uninsured. It
has set in place mechanisms to help control the growth
of spending. It will enhance the quality of health care
by improving information and promoting competition.
But, like most major laws, it contains flaws and left
many problems unaddressed. It was the first, not the
last, word in health reform. “Repair and improve,” not
“repeal and replace,” is the current political and policy

challenge./AWe hope our report advances this goal.
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By Adele Shartzer, Sharon K. Long, and Nathaniel Anderson

Access To Care And Affordability
Have Improved Following
Affordable Care Act
Implementation; Problems Remain

ass:rac: Thereis growing evidence that millions of adults have gained
insurance coverage under the Affordable Care Act, but less is known
about how access to and affordability of care may be changing. This study
used data from the Health Reform Monitoring survey to describe changes
in access and affordability for nonelderly adults from September 2013,
just prior to the first open enrollment period in the Marketplace, to
March 2015, after the end of the second open enrollment period. Overall,
we found strong improvements in access to care for all nonelderly adults
and across income and state Medicaid expansion groups. We also found
improvements in the affordability of care for all adults and for low- and
moderate-income adults. Despite this progress, there were still large gaps
in access and affordability in March 2015, particularly for low-income

adults.

eginning in January 2014 the Af-

fordable Care Act (ACA) expanded

access to health insurance cover-

age through the establishment of

health insurance Marketplaces of-
fering premium and out-of-pocket subsidies for
certain individuals and, at state option, the ex-
pansion of Medicaid eligibility to nearly all
adults with familyincome atorbelow 138 percent
of the federal poverty level. As of January 2014
twenty-four states and the District of Columbia
were participating in the Medicaid expansion,
and as of December 2015 five more states had
opted in.1Evidence to date from a variety of pri-
vate nongovernmental surveys such as Gallup
and RAND2 showed a marked decrease in un-
insurance for mnonelderly adults through
March 2015, which corresponded with the end
of the second open enrollment period for the
Marketplace. Estimates of the decline in un-
insurance for nonelderly adults ranged from
14.1 million to 16.9 million.36 The federal Cur-
rent Population Survey reports a decline of
8.8 million uninsured people between 2013
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and 2014, and early-release estimates from the
National Health Interview Survey (NHIS)
through June 2015 show a decline of 14.7 million
uninsured nonelderly adults, with a larger per-
centage decrease in Medicaid expansion states
compared with a smaller but still significant de-
crease in nonexpansion states.78These findings
echo earlier estimates from the private surveys
and provide support for the value of private sur-
veys in early tracking of the ACA.

These gains in health insurance coverage
would be expected to translate into improved
health care access and affordability as insurance
coverage has been found to be strongly associat-
ed with higher levels of access to care and re-
duced challenges to affordability of health
care.910To date, little is known about how access
to and affordability of care are changing under
the ACA, although early evidence suggests that
these outcomes are improving.1H3 Notwith-
standing that early evidence, the timeline for
gains in access and affordability for the newly
insured is difficult to predict, as these individu-
als may need to learn how to use their new insur-
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ance coverage and mayneed to change their care-
seeking patterns and behaviors or may run into
provider capacity issues as they seek care.416

Prior evidence from insurance expansions
such as the Children’s Health Insurance Pro-
gram,1718 the 2006 Massachusetts health re-
form,1920 and the Oregon Health Insurance Ex-
periment2I”2shows improvements in access and
affordability over time as coverage is increased,
although these studies donot capture the nation-
al effects of a multifaceted approach to expand-
ing coverage to adults such as the ACA. In addi-
tion, other provisions of the ACA such as
expanded coverage for certain preventive ser-
vices could influence access to care for the
broader population.

This study adds to previous literature by exam-
ining changes in access to and affordability of
care for nonelderly adults from September 2013,
just before the first open enrollment period for
the Marketplace, to March 2015, just after the
second open enrollment period.23The study uses
data from the Health Reform Monitoring Survey
(HRMS), anationally representative survey con-
ducted by the Urban Institute that benchmarks
well against federal surveys.4 We examined
changes among all nonelderly adults as well as
among key subgroups targeted by the ACA cov-
erage provisions, including lower-income adults
and adults in states that expanded Medicaid.2S
We also identified where gaps in access and
affordability remained more than a year into
ACA implementation.

Study Data And Methods

data The HRMS, a quarterly Internet-based sur-
vey that began in early 2013, provides real-time
estimates on ACAimplementation and outcomes
to complement the more robust assessments that
will be possible when federal survey data are
available. The HRMS is based on cross-sectional
samples of about 7,500 nonelderly adults ages
18-64 per quarter drawn from market research
firm GfK’s KnowledgePanel.20 Each round of the
HRMS is weighted to be nationally representa-
tive. Additional information on the HRMS and
the measures used in this study are available in
the online Appendix.2/

For surveys based on Internet panels, the over-
all response rate incorporates the survey com-
pletion rate (about 60 percent for the HRMS) as
well as the rates of panel recruitment and panel
participation over time, for an overall comple-
tion rate of about 5 percent each quarter.2829
Despite the low response rate, studies assessing
KnowledgePanel for its reliability have found
little evidence of nonresponse bias and have
yielded comparable estimates to phone surveys
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for a range of measures related to demographic
and socioeconomic characteristics, health status
and behaviors, and other characteristics.33l In
benchmarking the HRMS estimates to the NHIS,
researchers found greater access and affordabil-
ity problems among adults in the HRMS com-
pared to the NHIS across most of the measures.
These results are consistent with other compar-
isons, which have found that respondents are
more likely to report problems in self-adminis-
tered surveys, such as the HRMS, than in phone
or face-to-face surveys administered by an inter-
viewer.4 These systematic differences in the re-
ported levels of access and affordability mea-
sures are of less concern here, given that we
were focused on changes over time.

MEASURES OF ACCESS AND AFFORDABILITY For
measures of access to care, we focused on wheth-
erthe respondentreported having ausual source
of care, aroutine checkup within the past twelve
months, or one or more problems accessing care
in the past twelve months.27Measures of afford-
ability of care included whether an individual
reported an unmet need for care because of cost
or problems paying family medical bills in the
past twelve months.

defining family income We focused on three
income groups: adults with family incomes at or
below138 percentofpoverty, who are targeted by
the ACA’s Medicaid expansion (referred to as
low-income adults); adults with family incomes
between 139 percent and 399 percent of poverty,
who are targeted by subsidies for coverage
through the Marketplace (referred to as moder-
ate-income adults); and adults with family in-
comes of 400 percent of poverty or higher (re-
ferred to as higher-income adults). In states that
have not expanded Medicaid, subsidies for cov-
erage through the Marketplace begin at 100 per-
cent of poverty, so some low-income adults are
eligible for Marketplace subsidies and some will
be eligible for Medicaid under pre-ACA stand-
ards. In the HRMS, “family” includes a spouse
and dependent children younger than age nine-
teen living with the respondent, reflecting the
health insurance units used for determining eli-
gibility for public or private coverage.l

METhOds For this analysis we compared access
and affordability in March 2015 to that in Sep-
tember 2013 using multivariate regression mod-
els based on all nine rounds of the HRMS. In the
regression models, we controlled for differences
in the demographic and socioeconomic charac-
teristics of the respondents across the different
rounds ofthe survey.B8This allowed us to remove
changes in access and affordability caused by
changes in the types of people responding to
the survey over time instead of by changes in
the health insurance and health care landscape.
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To address changes in the economy, we also con-
trolled for the county unemployment rate and
county labor-force growth. The basic patterns
shown for the regression-adjusted measures
are similar to those based solely on simple es-
timates.

In presenting the regression-adjusted esti-
mates, we used the predicted rate of the outcome
in each quarter for the same nationally represen-
tative population. For this analysis we based the
nationally representative sample on survey
respondents from the most recent twelve-month
period of the HRMS (that is, the second, third,
and fourth quarters 0f2014 and the first quarter
0f 2015). We focused on statistically significant
changes in access and affordability between Sep-
tember 2013 and March 2015 (defined as
changes that are significantly different from zero
at the 5 percent level or lower).

limitations There were several limitations to
this analysis. First, as with all surveys, the HRMS
relies on self-reported data, which are subject to
potential biases and recall error. Second, be-
cause our estimates captured changes in out-
comes from just prior to the first open enroll-
ment period under the ACA, we understated the
full scope of changes under the ACA. The reason
is that the estimates did not capture the effects of
some important ACA provisions (such as the de-
pendent coverage expansion to age twenty-six
and early state Medicaid expansions) that were
implemented before September 2013. In addi-
tion, to the extent that other factors were chang-
ing over the same time period that were not con-
trolled for in the regression model (such as
expanding legalization of same-sex marriage),

exhibit 1

these estimates will also capture the effects of
those changes. Studies that attempt to disentan-
gle the impacts of the ACA from other factors
changing between 2013 and 2015, including
comparing previously insured adults to unin-
sured or newly insured adults, will need to rely
on federal surveys, with their longer time frames
and larger sample sizes. The HRMS would not
allow us to identify changes in outcomes that are
the result ofincreased insurance coverage versus
changes in the distribution of health insurance
coverage or other changes, including changes in
the economy.

Study Results
We found improvements in access to care and
affordability of care for all nonelderly adults be-
tween September 2013 and March 2015. Further-
more, health care access and affordability im-
proved for adults at all income levels and for
adults in both Medicaid expansion and nonex-
pansion states, consistent with the broad expan-
sion in health insurance coverage under the
ACA.378

The share of nonelderly adults with a connec-
tion to the health care system increased under
the ACA, as more low- and moderate-income
adults reported a usual source of care in
March 2015 than in September 2013 (Exhibit 1).
In March 2015,73.9 percent of nonelderly adults
reported having a usual source of care—an in-
crease of 3.4 percentage points from Septem-
ber 2013. Among low-income adults targeted
by the Medicaid expansion, there was a 5.2-
percentage-point increase in the share with a

Share Of Nonelderly US Adults With A Usual Source Of Care, By Family Income And State Medicaid Expansion Status,

September 2013 And March 2015

100

n September2013 e

a March2015 Family income
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of poverty
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adults

139-399%
of poverty

Medicaid expansion status

400% of
poverty or more

Expansion
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Nonexpansion
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sour ce Authors' analysis of data from the Health Reform Monitoring Survey. notes Estimates are regression-adjusted. Expansion
status is of January 1,2014 (twenty-four states and the District of Columbia). “Family" is the health insurance unit, which reflects
eligibility for family health insurance coverage. Estimates of percentage-point changes calculated from exhibits may differ from those
reported in the text because of rounding. ***p < 0.01 ****p < 0.001
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usual source of care. In addition, the share of
moderate-income adults showed a significant in-
crease 0f4.2 percentage points. Among adults in
expansion states, there was a 4.9-percentage-
point increase in the share with a usual source
of care; the small increase among adults in non-
expansion states was not statistically significant.

Despite these gains, in March 2015, 25.7 per-
cent of nonelderly adults reported that they did
not have ausual source of care; these adults were
more likely to be young (ages 18-29), male, His-
panic, and low income compared with adults
who had ausual source of care (data not shown).

The share of adults using health care also in-
creased as more adults reported aroutine check-
up in the past twelve months between Septem-
ber 2013 and March 2015 (Exhibit 2). Obtaining
ausual source of care is animportantindicator of
potential access to care; a routine checkup—
although imperfect, as not all adults will need
a routine care visit during a given year34—pro-
vides a measure of realized access. The share of
nonelderly adults who had aroutine checkup in
the past twelve months increased 3.4 percentage
points to 64.0 percent. All groups experienced
an increase in routine checkups in the past
twelve months, although the increase was not
statistically significant (p < 0.05) for adults
with higher incomes and adults in Medicaid ex-
pansion states.

Consistent with stronger connections to the
health care system and increased health care
use, the share of adults reporting problems ob-
taining health care decreased between Septem-
ber 2013 and March 2015 (Exhibit 3). Looking
across all adults, access problems declined from

EXHIBIT 2

18.7 percentin September2013 to 16.4 percentin
March 2015. These declines occurred across the
income and Medicaid expansion groups, includ-
ing significant declines among higher-income
adults and adults in expansion states. Among
those who reported access problems in
March 2015, 30.1 percent could not find a doctor
who would see them; 35.0 percent were told that
a doctor was not taking new patients; 44.3 per-
centwere told thata doctor’s office did not accept
their insurance type; and 67.3 percent delayed
care because they could not get an appointment
(data not shown).3Adults who reported access
problems were more likely to be younger, fe-
male, Hispanic, low income, and in fair or poor
health than adults with no reported access prob-
lems (data not shown).

Affordability of care improved, with a lower
share of nonelderly adults reporting unmet need
for care because of cost during the past twelve
months in March 2015 than in September 2013
(Exhibit 4). In March 2015, 32.3 percent of non-
elderly adults reported unmet need for care be-
cause of cost—a 2.7-percentage-point decrease
from September 2013. Unmet need for care de-
creased markedly among low-income adults, de-
clining 10.5 percentage points from 55.3 percent
in September 2013 to 44.8 percent in
March 2015. This decrease likely reflects the
strong cost-sharing protections in Medicaid
and the cost-sharing subsidies for coverage
through the Marketplace in nonexpansion
states. Unmet need for care because of cost did
not change significantly among moderate- and
higher-income adults. The decreases in unmet
need for care because of cost seen in both Med-

Share Of Nonelderly US Adults With A Routine Checkup In The Past Twelve Months, By Family Income And State Medicaid

Expansion Status, September 2013 And March 2015

All nonelderly
adults

Upto 138%
of poverty

139-399%
of poverty

400% of
poverty or more

Expansion
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states

sour ce Authors' analysis of data from the Health Reform Monitoring Survey. notes Estimates are regression-adjusted. Expansion
status is of January 1,2014 (twenty-four states and the District of Columbia). “Family” is the health insurance unit, which reflects
eligibility for family health insurance coverage. Estimates of percentage-point changes calculated from exhibits may differ from those
reported in the text as a result of rounding. *p < 0.10 **p < 0.05 **p < 0.01 ****p < 0.001
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EXHIBIT 3

Share Of Nonelderly US Adults Reporting Problems Accessing Care In The Past Twelve Months, By Family Income And
State Medicaid Expansion Status, September 2013 And March 2015

100 H
= September2013 Familyincome
m March 2015
60
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40

All nonelderly
adults

Upto 138%
of poverty

139-399%
of poverty

Medicaid expansion status

400% of
poverty or more

Expansion
states

Nonexpansion
states

sour ce Authors' analysis of data from the Health Reform Monitoring Survey. notes Estimates are regression-adjusted. Expansion
status is of January 1,2014 (twenty-four states and the District of Columbia). “Family” is the health insurance unit, which reflects
eligibility for family health insurance coverage. Estimates of percentage-point changes calculated from exhibits may differ from those
reported in the text because of rounding *p < 0.10 ***p < 0.01 ****p < 0.001

icaid expansion and nonexpansion states were
not statistically significant (» < 0.05).

Among adults who reported an unmetneed for
care because of cost, gaps in the affordability of
dental care (70.1 percent) and prescription drugs
(47.5 percent) were particularly high (data not
shown). Despite enhanced coverage for many
preventive services under the ACA, coverage
for dental care was left largely unchanged.%

Problems paying family medical bills similarly
declined between September 2013 and
March 2015, particularly for low-income adults
(Exhibit 5). Low-income adults reported a 10.5-

EXHIBIT 4

percentage-point decline in family medical
bill problems—down to 24.2 percent in
March 2015—while moderate-income adults re-
ported asmaller decline of 3.1 percentage points.
In contrast, the share of higher-income adults
reporting problems paying family medical bills
held steady at about 7.0 percent. There were re-
ductions in problems paying medical bills for
adults in both Medicaid expansion and nonex-
pansion states (4.8 and 2.8 percentage points,
respectively). Problems paying medical bills in
March 2015 were most prevalent for women,
low-income adults, and adults in fair or poor

Share Of Nonelderly US Adults With Unmet Need For Care Because Of Cost During The Past Twelve Months, By Family
Income And State Medicaid Expansion Status, September 2013 And March 2015
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sour ce Authors' analysis of data from the Health Reform Monitoring Survey. notes Estimates are regression-adjusted. Expansion
status is of January 1,2014 (twenty-four states and the District of Columbia). “Family” is the health insurance unit, which reflects
eligibility for family health insurance coverage. Estimates of percentage-point changes calculated from exhibits may differ from those
reported in the text because of rounding. *p < 0.10 ***p < 0.01 ****p < 0.001
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EXHIBIT S

Share Of Nonelderly US Adults With Problems Paying Family Medical Bills In The Past Twelve Months, By Family Income
And State Medicaid Expansion Status, September 2013 And March 2015
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sour ce Authors' analysis of data from the Health Reform Monitoring Survey. notes Estimates are regression-adjusted. Expansion
status is of January 1,2014 (twenty-four states and the District of Columbia). “Family" is the health insurance unit, which reflects
eligibility for family health insurance coverage. Estimates of percentage-point changes calculated from exhibits may differ from those

reported in the text because of rounding. **p < 0.05 ****p < 0.001

health (data not shown).

As our exhibits demonstrate, despite signifi-
cant improvements in access to care and afford-
ability of care between September 2013 and
March 2015, problems in access and affordabili-
ty still exist, especially for low-income adults. In
March 2015 a quarter of nonelderly adults and a
third of low-income adults did not have a usual
source of care. Access problems were also com-
mon, with 16.4 percent of nonelderly adults and
21.3 percent of low-income adults reporting a
problem accessing care in the past twelve
months. Similarly, while affordability problems
declined significantly among low-income adults,
44.8 percent of low-income adults reported un-
met need for care because of cost, and 24.2 per-
cent reported having problems paying medical
bills in the past twelve months. Moderate-
income adults also reported affordability chal-
lenges in March 2015, with 36.6 percent report-
ing unmet need for care because of cost and
21.6 percent reporting problems paying family
medical bills. This highlights the burden of
health care costs even among more middle-class
families.

Discussion

By March 2015—more than a year following the
implementation of the ACA’s major coverage
provisions and the increases in coverage that
have been reported across a number of stud-
ies3468—we found significant improvements in
access to care and significant reductions in
affordability challenges. Reflecting the focus of
many provisions in the ACA on low-income

JANUARY 2016

adults, we found great improvements in access
and affordability for the adults targeted by the
ACA Medicaid expansion, who also had the low-
est baseline levels of access and affordability in
September 2013.

At the same time, improved access to care for
higher-income adults suggests that factors be-
yond the ACA’s coverage provisions—such as de-
livery system reform, enhanced coverage for pre-
ventive services, and the individual mandate,
along with other factors that we did not capture
in our analysis, such as broader changes in the
economy—could be contributing to the observed
gains in access to care. Furthermore, while we
expected greater gains in access and affordability
in expansion states given the stronger coverage
gains there, differences across states in unmea-
sured characteristics of newly insured adults
could also have affected estimates of change in
access and affordability. For example, adults in
nonexpansion states who gained Medicaid cov-
erage, who are more likely to be very low income,
may be sicker and less stable than adults in ex-
pansion states gaining coverage and, thus, stand
to benefit more from new coverage.

There was concern that the ACA’s rapid expan-
sion of health insurance coverage would strain
the health system and have detrimental effects
for those already “in the system.” With measures
improving or atleast holding steady for all of the
subgroups we examined, our findings suggest
that gains for low-income adults have not de-
tracted from health care access and affordability
for other adults.

While we did see improvements in access and
affordability early in the ACA implementation,
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Despite recent
progress, there is still
much to do to improve
access and
affordability for
Americans overall.

we would expect additional gains over time as
health insurance coverage becomes the norm for
more Americans. Continued monitoring of key
outcomes is needed to assess whether those
long-term gains are achieved. Finally, despite
recent progress, there is still much to do to im-
prove access and affordability for Americans
overall, given the prevalence of the problems
that persisted in March 2015, especially for
low-income adults. More than 40 percent re-
ported that it had been ayear or more since they
had a routine checkup and that they had gone
without needed care because of costs over the
past year; more than 20 percent reported prob-
lems accessing care and trouble paying family
medical bills over the past year. Outreach and
education efforts to enroll the remaining unin-
sured could make further headway in addressing
access and affordability gaps, particularly those
with incomes in the range targeted by the ACA’s
Medicaid expansion and subsidies for Market-

An earlier version of this work was
presented at the AcademyHealth Annual

Johnson Foundation provided funding for
this analysis. Funding for the core

place coverage. However, federal and private
resources to support these efforts are limited
and declining as the pace of implementation
slows down. In addition, measures to improve
health insurance and health care literacy such as
consumer-friendly tools to support health plan
selection, care-seeking behaviors, and treatment
decisions can further increase access to care and
affordability for people across the income spec-
trum, helping people find available providers
and make informed decisions based on health
care cost and outcomes data. Thesetools could be
especially beneficial for low-income adults who
are newly insured as they transition into the
health care system.

Conclusion

Other policy changes are on the horizon that may
affect access to and affordability of care, particu-
larly for low-income adults. Reductions in fund-
ing for uncompensated care could limit the abil-
ity to access safety-net services, particularly for
uninsured adults in Medicaid nonexpansion
states and for noncitizens who are not eligible
for coverage under Medicaid or the Market-
place.37 Temporary increases in Medicaid reim-
bursements for primary care providers that end-
ed in December 2014 could also affect access to
care for Medicaid beneficiaries through 2015
and beyond.X Continued monitoring of the im-
pact of the ACA and related policy developments
on insurance coverage, access to care, and
affordability of care will help determine whether
this landmark legislation is meeting its key goals
or whether further refinements are needed. m
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DATAWATCH

Affordable Care Act Medicaid
Expansion Reduced Uninsured

Hospital Stays In

2014

In states that expanded Medicaid, uninsured hospital stays decreased sharply and
Medicaid stays increased sharply in thefirst two quarters of2014. There was no change in
payer mix in states that did not expand Medicaid.

n their first year, the main coverage pro-
visions of the Affordable Care Act
(ACA)—velated to the health insurance
Marketplaces and expansions ofeligibil-
ity for Medicaid—resulted in up to sev-
enteen million Americans’ gaining coverage.l4
Early analyses suggest that coverage expansion
has increased access to physicians and reduced
cost-related barriers to care, with the largest ef-
fects occurring in the twenty-nine states (includ-
ing the District of Columbia) that had expanded
Medicaid by the first quarter of 2015.45
In addition to the benefits of coverage for the
newly insured, the prospect that reducing the
number ofuninsured patients would also reduce
hospitals’ burden of uncompensated care fig-
ured importantly in the debate over the ACA

EXHIBIT 1

and persists in state-level discussions concern-
ing Medicaid expansion.@7 To shed light on
whether coverage expansions are delivering on
this promise, we present newly available data on
trends in payer mix for non-Medicare adult in-
patient hospital stays from HCUP Fast Stats, a
new online database query tool from the Agency
for Healthcare Research and Quality (AHRQ).8

States that expanded eligibility for Medicaid in
2014 (Arizona, California, Colorado, Hawaii,
Iowa, Kentucky, Minnesota, New Jersey, and
New York) saw dramatic decreases in uninsured
hospital stays and increases in Medicaid-covered
stays, while those that did not (Florida, Georgia,
Indiana, Missouri, Virginia, and Wisconsin) ex-
perienced very little change in the mix of payers
for inpatient care (Exhibit 1). Indiana expanded

Trends In The Share Of Private, Medicaid, And Uninsured Discharges Of Non-Medicare Adult Hospital Inpatients In
Expansion And Nonexpansion States, Before And After Expansion, By Quarter, 2009-14

2009 2010 2011

2012 2013 2014

sour ce Authors' analysis of discharge data from the Agency for Healthcare Research and Quality's HCUP Fast Stats (see Note 8 in
text). notes The data come from nine states that expanded eligibility for Medicaid (Arizona, California, Colorado, Hawaii, lowa, Ken-
tucky, Minnesota, New Jersey, and New York) and six states that did not (Florida, Georgia, Indiana, Missouri, Virginia, and Wisconsin).
Data are weighted by total non-Medicare hospital discharges. The orange line indicates the beginning of the implementation of the
Affordable Care Act's major coverage provisions, including Medicaid expansion.
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its Medicaid program in 2015. Results are based
on fifteen states for which data were available
through at least the second quarter of 2014.
These results build on previous analyses of the
early experiences of several states and of five
large for-profit hospital chains, which suggested
that coverage expansions shifted the mix of
payers for inpatient care toward Medicaid and
away from self-pay, reducing uncompensated
care. 911 Our analysis also makes it possible to
disentangle the relative importance of Medicaid
expansion versus the private Marketplace ex-
pansion in driving changes in payer mix. This
analysis provides the best evidence to date on
how ACA coverage expansions affected the mix
of payers for hospitalized patients, and what
states that so far have chosen not to expand
Medicaid might expect to experience should they
decide to embrace expansion in the future.

Study Data And Methods

HCUP Fast Stats is a new online database query
tool maintained by AHRQ thatreports adult hos-
pital discharges by calendar quarter at the state
level.8The underlying data are drawn from state
hospital discharge databases participating in the
Healthcare Cost and Utilization Project (HCUP)
that contain information on all discharges in the
state and cover more than 95 percentofinpatient
hospitalizations in each state. HCUP Fast Stats
provides state-level data aggregated by patient
age and primary expected source of payment
(Medicaid, private insurance, Medicare, and
no insurance).

Forty-one states participate in HCUP Fast
Stats, and data through atleast the second quar-
ter of 2014 are available for sixteen of these
states. We excluded one of those states—
Michigan—from our analysis because its Medic-
aid expansion did not take effect until the second
quarter of 2014. Collectively, the remaining fif-
teen states represent 54 percent of the US popu-
lation. Our analytic sample consisted of quarter-
ly observations from these states, from the first
quarter of 2009 through the second quarter
of 2014.

To assess the impact of the ACA’s coverage
provisions on hospital payer mix, we divided
states into those that did and those that did
not expand Medicaid, and we compared changes
before and after coverage expansions. Underly-
ing payer-mix data are available in online Appen-
dix Exhibit 1.2 We used multivariate linear re-
gression to compare changes in payer mix over
time between states that did and those that did
not expand Medicaid in a difference-in-differ-
ences analysis, controlling for state-level demo-
graphic and economic characteristics.

J
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We also present state-specific changes in payer
mix between the third quarter of 2013 and the
second quarter 0f2014. The state-specific results
show that the aggregate differences between ex-
pansion and nonexpansion states evident in Ex-
hibit 1were not driven by the experiences of one
or two large states in each group; instead, they
reflect trends that were evident across most
states within each group.

Study Results
Several important facts are evident from Exhib-
it 1. First, the proportions of Medicaid and unin-
sured inpatients were gradually increasing dur-
ing the years leading up to 2014, while the
proportion of inpatients with private coverage
was gradually decreasing. This mirrors well-
documented trends in the insurance coverage
of the general population.B

Second, before the ACA coverage expansions,
states that later expanded Medicaid had higher
Medicaid shares and lower uninsured shares,
compared to nonexpansion states. However,
trends in the inpatient payer mix were quite sim-
ilar in expansion and nonexpansion states.

Third, and most striking, the data show a
sharp break in the trends in Medicaid and unin-
sured shares in the first two quarters of 2014 for
expansion states only. Between the third quarter
0f 2013 and the second quarter of 2014, expan-
sion states experienced a 7-percentage-point
jump in the Medicaid share and a 6-percent-
age-point drop in the uninsured share. These
differences represent a 20 percent increase
and a 50 percent decrease in Medicaid and unin-
sured discharges, respectively. Meanwhile, in
nonexpansion states, changes in Medicaid and
uninsured discharges were small—ess than
1 percentage point—and not significant.

Exhibit 2 summarizes the levels of and
changes in payer mix between the period before
expansion, defined as the first quarter of 2009
through the third quarter 0f2013, and the latest
period after expansion for which data were avail-
able, defined as the second quarter of 2014, for
the two groups of states.We chose to include the
fourth quarter 0of 2013 in the period after expan-
sion because previous work has found that Med-
icaid coverage began to increase during the open
enrollment period.24

Exhibit 2 also presents simple difference-in-
differences estimates of the effect of Medicaid
expansion, including adjusted differences-in-
differences based on multivariate regression an-
alyses that controlled for economic and demo-
graphic differences across individual states (full
results are available in Appendix Exhibit 2).12
The results from this more rigorous statistical
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EXHIBIT 3

EXHIBIT 2

Changes In Hospital Payer Mix For Discharges Of Non-Medicare Adult Inpatients In Medicaid Expansion And Nonexpansion

States, Before And After Expansion

Before After
expansion expansion
Uninsured discharges
Expansion 0.118 0.062
Nonexpansion 0.163 0.178
DD
Medicaid discharges
Expansion 0.344 0.429
Nonexpansion 0.303 0.313
DD
Private discharges
Expansion 0.538 0.509
Nonexpansion 0.533 0.509

DD

Unadjusted Adjusted
Difference DD DD
-0.056***
0.014
-0.070** -0.086**
0.085***
0.010
0.075** 0.062*
-0.029***
-0.024**
-0.005 0.024

sour ce Authors' analysis of discharge data from the Agency for Healthcare Research and Quality's HCUP Fast Stats (see Note 8 in
text). notes The analysis sample includes 330 quarter-year observations from nine states that expanded eligibility for Medicaid and
six states that did not. “Before expansion” is the first quarter of 2009 through the third quarter of 2013. “After expansion” is the
second quarter of 2014.The exhibit shows the average share of total hospital discharges for uninsured, Medicaid, and privately insured
discharges. Adjusted regressions control for the fraction of the state's population that is female, married, has a less than a high school
diploma, average age, unemployment rate, and income categories. Regression details are included in Appendix Exhibit 2 (see Note 12 in
text). DD is difference-in-differences. *p < 0.10 **p < 0.05 ***p < 0.01

analysis confirm the significant drop in the un-
insured and the significant increase in the Med-
icaid discharges in expansion—but not in
nonexpansion—states following the coverage
expansions in 2014 (Exhibit 1).

Finally, we saw no significant change in the
share ofinpatients with private insurance in ex-
pansion states relative to nonexpansion states
(Exhibit 2). This should not be taken to mean
thatthe ACAdid not expand private coverage. On
the contrary, previous work suggests that it

Changes In The Uninsured Share Of Hospital Discharges For Non-Medicare Adult Inpatients,
By State, From The Third Quarter Of 2013 To The Second Quarter Of 2014

sour ce Authors' analysis of discharge data from the Agency for Healthcare Research and Quality's
HCUP Fast Stats (see Note 8 in text).
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has.24 A more likely explanation is that the ma-
jority of uninsured individuals who were sick
enough to need hospital care in 2013 gained
Medicaid, instead of private coverage, in 2014
because they had very little income. In addition,
because of the initial problems with the Market-
place enrollment websites, much of the enroll-
ment in private health plans occurred at the end
of the first quarter of 2014.

For a closer look at what happened in each of
the study states, we also present unadjusted
state-specific changes between the third quarter
0f 2013 and the second quarter of 2014 in the
fraction of hospital stays that were uninsured
(Exhibit 3), covered by Medicaid (Exhibit 4),
and covered by private insurance (Exhibit 5).
A formal statistical analysis of how trends in
payer mix in each state changed in the period
after expansion is presented in Appendix Exhib-
it 3.2Because that analysis largely confirms the
observations seen in the exhibits, we focus here
on the exhibits.

Uninsured hospitalizations declined in the
majority of states, but the declines were much
larger in expansion than in nonexpansion states
(Exhibit 3). This result would be expected given
the trends shown in Exhibit 1. The decrease in
uninsured discharges was especially pro-
nounced in Kentucky, where they fellby 13.5 per-
centage points.

Medicaid stays increased sharply in all nine
expansion states except Minnesota, which had
already expanded Medicaid to low-income adults

1
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in 2011 (Exhibit 4). At that time the Medicare
share of discharges increased sharply in Minne-
sota (data not shown). In contrast, among non-
expansion states, only Wisconsin experienced a
meaningful increase in Medicaid discharges.
This was likely because all adults in Wisconsin
with incomes of up to 100 percent of the federal
poverty level were already eligible for Medicaid.
We speculate that this reflects a “welcome mat”
effect, in which previously eligible but unen-
rolled individuals signed up for coverage
in 2014.

Although the aggregate trend in the share of
hospital stays covered by private insurance
showed little change in 2014 (Exhibit 1), some
states did experience increases in private cover-
age for hospital stays (Exhibit 5). For example,
Virginia and Florida—both nonexpansion
states—experienced an uptick in private-payer
share in 2014 (for a table of regression-adjusted
state-specific changes, see the Appendix).12 In
contrast, Georgia, another nonexpansion state,
saw its share of private discharges fall by a little
more than 3 percentage points. This heterogene-
ity illustrates the importance of considering the
unique circumstances of each state, a consider-
ation with which state policy makers are already
likely well acquainted.

Discussion

Our analysis used discharge data through the
second quarter of 2014. Our findings suggest
that the ACA resulted in immediate changes in
payer mix for hospitals in states that expanded
Medicaid eligibility, with reductions in patients
having no expected source of payment and in-
creases in patients covered by Medicaid. These
changes should reduce hospitals’ burden of un-
compensated care.

However, with only half a year of post-ACA
data available, our results were limited, in that
they may not reflect the experience of hospitals
in all 0f 2014 or in 2015. A definitive analysis of
this issue awaits population-level data on both
insurance coverage and health care utilization.
In addition, a complete analysis of how changes
in payer mix affect the amount of uncompensat-
ed care provided by hospitals will require Medi-
care cost report data for fiscal years 2014 and
2015, which are not yet available.

JA
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EXHIBIT 4

Changes In The Medicaid Share Of Hospital Discharges For Non-Medicare Adult Inpatients,
By State, From The Third Quarter Of 2013 To The Second Quarter Of 2014

sour ce Authors'analysis of discharge data from the Agency for
HCUP Fast Stats (see Note 8 in text).

EXHIBIT 5

Healthcare Research and Quality's

Changes In The Private Share Of Hospital Discharges For Non-Medicare Adult Patients, By
State, From The Third Quarter Of 2013 To The Second Quarter Of 2014

sour ce Authors'analysis of discharge data from the Agency for
HCUP Fast Stats (see Note 8 in text).

Conclusion

Our findings underscore the significant benefits
of Medicaid expansion not only for low-income
adults, but also for the hospitals that serve this
population. Understanding the impact of Med-
icaid expansion on hospitals will become even
more important as we approach 2017, when hos-
pitals in all states will begin facing increasingly
large annual cuts in disproportionate-share hos-
pital payments that subsidize the cost of uncom-
pensated care.Um
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By Benjamin D. Sommers, Robert J. Biendon, and E. John Orav

Both The 'Private Option' And
Traditional Medicaid Expansions
Improved Access To Care For
Low-Income Adults

.» 50 2. Under the Affordable Care Act, thirty states and the District of
Columbia have expanded eligibility for Medicaid, with several states using
Medicaid funds to purchase private insurance (the “private option”).
Despite vigorous debate over the use of private insurance versus
traditional Medicaid to provide coverage to low-income adults, there is
little evidence on the relative merits of the two approaches. We compared
the first-year impacts of traditional Medicaid expansion in Kentucky, the
private option in Arkansas, and nonexpansion in Texas by conducting a
telephone survey of two distinct waves of low-income adults (5,665
altogether) in those three states in November-December 2013 and twelve
months later. Using a difference-in-differences analysis, we found that the
uninsurance rate declined by 14 percentage points in the two expansion
states, compared to the nonexpansion state. In the expansion states,
again compared to the nonexpansion state, skipping medications because
of cost and trouble paying medical bills declined significantly, and the
share of individuals with chronic conditions who obtained regular care
increased. Other than coverage type and trouble paying medical bills
(which decreased more in Kentucky than in Arkansas), there were no
significant differences between Kentucky’s traditional Medicaid expansion
and Arkansas’s private option, which suggests that both approaches
improved access among low-income adults.

he Affordable Care Act (ACA) has
produced the largest expansion of
health insurance since the creation
of Medicare and Medicaid fifty
years ago. But the 2012 Supreme
Court decision in National Federation ofindepen-
dent Business V. Sebelius gave states the option of
whether or not to expand Medicaid eligibility to
allnonelderly adults with incomes under 138 per-
cent ofthe federal poverty level. Thirty states and
the District of Columbia have chosen to expand
coverage thus far.1ACA supporters point to re-
search that has linked coverage expansions with
improvements in access to care, self-reported
health, and survival.25 Expansion opponents

JANUARY 2016
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have voiced concerns about budgetary impacts,6
low provider participation,7 and the quality of
care in Medicaid.4

In addition to debating whether or not to ex-
pand Medicaid eligibility, several states are also
exploring how to expand it and, in particular,
whether or not to follow Arkansas’s approach in
using Medicaid funds to purchase private insur-
ance through the federal and state-based Mar-
ketplaces (an approach known as the “private
option”).8 Proponents of the private option
contend that enrollment in Marketplace plans
can improve access to high-quality care because
more providers may be willing to accept higher-
paying private insurance than lower-paying

35:1
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Medicaid.9However, adoption of the private op-
tion may also lead to higher costs,10 confusion
about coverage among beneficiaries, and re-
duced access to safety-net providers, compared
to traditional Medicaid.ll

Arkansas and Iowa implemented versions of
the private option in 2014, and New Hampshire
plans to do so in 2016.12 Pennsylvania received
federal approval for a private coverage approach
but subsequently reverted to a traditional Med-
icaid expansion. Other states that have yet to
expand Medicaid may consider versions of the
private option, as Utah is doing.B

Research shows that the ACA’s Medicaid ex-
pansion has already improved access to care and
increased coverage rates.1416 Much less is known
about its impacts on health care utilization,
chronic disease management, and health. More-
over, despite the vigorous debate about whether
to expand public or private insurance to low-
income populations, there is scant evidence on
the relative merits of these approaches.

In this study we examined the experiences
of low-income adults during the first year of
the ACA Medicaid expansion in three southern
states—Kentucky, Arkansas, and Texas—that
have adopted different expansion policies. Ken-
tucky expanded traditional Medicaid coverage,
relying heavily on Medicaid managed care
plans.T7 Arkansas’s private option used federal
funds to direct newly eligible adults (excluding
10 percent of applicants deemed medically frail)
to the health insurance Marketplace to obtain
silver-level private coverage with additional
cost-sharing protections and no premium pay-
ments.9 Texas did not expand Medicaid, which
means that only adults who met the state’s pre-
ACA eligibility criteria (parents with incomes
below 25 percent of poverty or disabled adults
with incomes below 74 percent of poverty) were
eligible for Medicaid coverage.1819 Texas resi-
dents with incomes 0f100-138 percent ofpover-
ty were able to purchase subsidized private cov-
erage through the Marketplace. Individuals
with incomes of 138-400 percent in all three
states were eligible for subsidized Marketplace
coverage.

Using two years of survey data from 5,665 low-
income adults (roughly half surveyed in each
year), we examined the following three ques-
tions: What changes in insurance coverage for
low-income adults were associated with the first
year of the ACA Medicaid expansion? Were there
any changes in access to care, affordability and
use of care, care for chronic conditions, or self-
reported health? And lastly, did outcomes differ
when the expansion employed private coverage
instead of traditional Medicaid?

Study Data And Methods

study design We surveyed low-income adults in
the three states, collecting baseline data from
one cohort in November-December 2013 and
post-expansion data from asecond cohort twelve
months later. We next conducted a difference-in-
differences analysis, comparing changes in out-
comes between 2013 and 2014 for the two expan-
sion states (Arkansas and Kentucky) versus the
nonexpansion state (Texas). Then we separately
estimated changes in outcomes in Kentucky and
Arkansas to compare the traditional Medicaid
expansion and the private option.

survey instrument We conducted arandom-
digit-dialed telephone survey of US citizens
ages 19-64 who resided in the study states
and reported family incomes below 138 percent
of poverty (the ACA’s cutoff for Medicaid eligi-
bility).20 The sample was limited to those who
reported being US citizens because many immi-
grants are not eligible for ACA-related coverage,
and one of our study states (Texas) has a much
higher proportion ofimmigrants than the other
study states.

The survey included landline and mobile
phones and was offered in English and Spanish.
It assessed type of insurance, access to a usual
source of care, cost-related barriers to care, use
of care (including preventive care and care for
chronic conditions), out-of-pocket spending,
and self-reported mental and physical health.
We collected data on demographic factors and
whether aperson hadbeen diagnosed with any of
the following conditions: hypertension; heart
attack, coronary artery disease, or heart failure
(referred to below as “heart disease” for brevity);
stroke; asthma or chronic obstructive pulmo-
nary disease; kidney disease; diabetes; depres-
sion; cancer; or substance abuse.

Survey questions were adapted from the Na-
tional Health Interview Survey,2l the Behavioral
Risk Factor Surveillance System,2the American
Community Survey,2and the Oregon Health In-
surance Experiment.24 The survey was pilot-
tested with eligible individuals and revised based
onrecorded interviews. The full text ofthe survey
and additional methodological details have been
published previously. 4

The response rate was 26 percent (for details,
see the “Methods” section in the online Appen-
dix).25 To minimize nonresponse bias,26 we
weighted results, using estimates from the Amer-
ican Community Survey and the National Health
Interview Survey, for the following characteris-
tics of each state’s population of low-income
adult citizens: age, sex, education, race/ethnici-
ty, marital status, geographic region, population
density, and use of landline versus mobile
phone.
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Because we had access only to deidentified
survey data, this study was deemed not to be
human subjects research by the Institutional Re-
view Board of the Harvard T.H. Chan School of
Public Health.

outcomes Health insurance was categorized
into the following four mutually exclusive
groups: uninsured, Medicaid, private insurance,
and other (for details, see the “Methods” section
in the Appendix).2SAccess to care was measured
based on having a personal doctor, a usual loca-
tion of care, any cost-related delays in seeking
care or taking prescribed medications, trouble
obtaining primary or specialty care appoint-
ments or paying medical bills, and annual out-
of-pocket medical spending.

Utilization over the previous year was mea-
sured by the numbers of office visits and emer-
gency department (ED) visits and whether a per-
son had been hospitalized overnight. Preventive
care was assessed for the following three ser-
vices: a checkup, a glucose check, and a choles-
terol check in the previous year.

Quality measures were perceived overall qual-
ity of care and, among those with a chronic med-
ical condition, whether the respondent had
“seen or communicated regularly” with a health
care provider for that condition in the past year.
Overall health was assessed using a five-point
scale,27 and mental health was assessed using
the Patient-Health Questionnaire 2, a validated
two-item screening test for depression.28

statistical methods We used multivariate
regression to estimate the difference-in-differ-
ences model, comparing pre- versus post-expan-
sion changes by state, with Texas residents serv-
ing as the control group. Each outcome was
analyzed as a function of state ofresidence, year
(2013 versus 2014), and the interaction between
state and year.

We specified two series of analyses. First, we
modeled the interaction between year and ex-
pansion status, pooling the results for Arkansas
and Kentucky compared to Texas, to assess the
impact of expansion versus nonexpansion with
greater power from the pooled expansion sample
(compared to considering each expansion state
separately). Second, we modeled the two expan-
sion states separately (using separate interac-
tion terms for Arkansas and Kentucky, respec-
tively, with the year 2014, both relative to Texas
as the control state), to determine whether any
significant differences were evident between the
traditional Medicaid expansion and the private
option. Models were adjusted for sex, age, race/
ethnicity, marital status, family size, education,
income, and urban versus rural residence. For
regression equations, management of missing
values resulting from nonresponses, and further
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analytical details, see the Appendix.>S

For most outcomes, we used linear probability
models to provide straightforward estimates of
absolute changes in the proportions of respon-
dents with the outcomes of interest.29 For self-
reported health and the depression score, we
considered both categorical outcomes (excellent
or very good health versus good, fair, or poor
health; and a depression score of>2, respective-
ly) and the full numeric scores. Medical out-of-
pocket spending was converted from six discrete
categories into a linear variable, using the mid-
point of each dollar-value category, and then
analyzed as the logarithm of spending. In sensi-
tivity analyses we considered alternative models,
which produced similar results (see the Appen-
dix “Methods” section).S

All regressions used robust standard errors
clustered at the county level to account for the
nonindependence of observations within the
same county over time. State policies such as
the ones we studied are often analyzed using
state-level clustering. However, when there is
only a small number of clusters (such as the
three states in our study), these models produce
falsely precise standard errors.3) Our use of
county-level clustering generally produced much
more conservative results. We also tested a mul-
tilevel mixed model thatincorporated state fixed
effects and county-level random effects, and the
results were nearly identical to those of our main
analysis.

The primary sample size was 5,665 adults.We
also conducted subgroup analyses for clinical
measures, examining cholesterol screening
rates for adults with cardiovascular risk factors
or established disease (hypertension, heart dis-
ease, stroke, or diabetes), glucose screening
rates for adults with diabetes, and regular care
for chronic conditions for adults reporting at
least one such condition.

Analyses were conducted using Stata, ver-
sion 12.1.

limitations Our study had several important
limitations. First, we used a quasi-experimental
study design, which precluded a clear causal in-
terpretation of our findings.

Second, we chose three states in the same cen-
sus region with similar low-income populations,
but demographic or economic differences across
states—for instance, the higher share of Latinos
and urban residents in Texas, compared to Ar-
kansas and Kentucky—may have affected our
study outcomes. We directly adjusted for these
factors, but we could not rule out the possibility
that other unmeasured time-varying confound-
ers biased our results.

Third, our results might not be generalizable
to other states. For example, both Kentucky and
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Arkansas had provider participation rates in
Medicaid that were above the national median
prior to the ACA.7 This may have led to more
favorable results in those states from expanding
coverage, comparedto states with lower provider
participation rates. However, we contend that
these two study states were the best available
options for evaluating this policy: Of the states
enacting the private option, only Arkansas had a
policy in effect for 2014 that applied to nearly the
full population that was eligible for Medicaid,
and Kentucky was the only state in the same
vicinity thatimplemented a traditional Medicaid
expansion. Future research in other states and
program settings would be worthwhile.

Fourth, our first-year data came from late
2013, before the ACA’s eligibility expansions
had taken effect but during the law’s first open
enrollment period. Some respondents may have
been influenced by coverage changes that were
about to occur or may have misreported 2014
coverage as having already started in late 2013.

Fifth, using survey questions to assess differ-
ent types of coverage under the ACAis complex,
and respondents may have been confused about
different forms of coverage. Itis unclear whether
the Medicaid expansion in Kentucky based on
managed care or the private option in Arkansas
is more likely to confuse beneficiaries and cause
reporting errors.

Sixth, our survey measurement of family in-
come differed from the more detailed approach
used by states to determine Medicaid and Mar-
ketplace eligibility. This may have introduced
bias or reduced our power to detect significant
changes associated with the different ap-
proaches to coverage expansion.

Finally, our survey had a lower response rate
than government surveys.3l However, recent
studies indicate that response rates may not be
a meaningful gauge of nonresponse bias3 and
that random-digit-dialed telephone surveys gen-
erally produce valid results when estimates are
appropriately weighted using observed popula-
tion features.26 Similar surveys with response
rates lower than oursl3333 have been used to
assess the early impact of the ACA and have pro-
duced findings comparable to those from anal-
yses of subsequently released governmental sur-
vey and administrative data.3336

Study Results

descriptive statistics The sample contained
nearly 1,900 low-income adults in each of the
three study states, with roughly equal numbers
in each survey year (Exhibit 1). The racial and
ethnic composition of the sample varied, with
more Latinos in Texas (40 percent) than in Ar-

kansas (4 percent) or Kentucky (2 percent).
Compared to respondents from the other states,
more respondents in Texas had attended college,
but fewer lived in rural areas. More than half
of the respondents in all three states reported
at least one chronic medical condition, with
asthma or chronic obstructive pulmonary dis-
ease, depression, and hypertension the most
common.

coverage changes In2013,in all three states,
approximately 40 percent of low-income adults
were uninsured (Exhibit 2). In 2014 this rate
dropped significantly in all three states, but
the changes in Kentucky and Arkansas were larg-
er than the change in Texas.

Coverage gains were primarily via private in-
surance in Arkansas, via Medicaid in Kentucky,
and via a combination of the two in Texas (Ex-
hibit 2). Even in nonexpansion states, the
streamlined application process and publicity
surrounding the ACA can produce a “woodwork”
or “welcome mat” effect, increasing Medicaid
coverage among previously eligible but un-
enrolled individuals.

expansion versus nonexpansion After co-
variates were adjusted for, the reduction in the
uninsurance rate was significantly larger (by
14.0 percentage points) in the expansion states
than in Texas, with concurrent significant in-
creases in Medicaid and private insurance in
the expansion states (Exhibit 3). For state-by-
state unadjusted changes, see Appendix
Table 1.5

In outcomes related to access and affordability
of care, there were significant reductions among
respondents in expansion states in skipping
medications because of cost (a reduction of 9.9
percentage points) and in trouble paying medi-
cal bills (a reduction of 8.9 percentage points),
relative to Texas (Exhibit 3). There was a signifi-
cantly greater increase of 4.9 percentage points
in ED visits because of the unavailability of out-
patient appointments in the expansion states,
compared to Texas, and a reduction of 5.1 per-
centage points in use of the ED as a usual source
of care, which was of borderline significance.

Among adults with chronic conditions, we
found a significantly greater increase (11.6 per-
centage points) in the proportion ofrespondents
in expansion states who had regularly received
care for those conditions, compared to respon-
dents in Texas. We did not detect significant
changes in measures related to mental or physi-
cal health, utilization, or preventive care.

MEdICAId VERSUS PRIVATE COVERAGE EXPAN-
SION Both Arkansas and Kentucky had signifi-
cantly greater reductions in uninsurance rates
compared to Texas: 11.3 percentage points in
Arkansas and 16.6 percentage points in
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EXHIBIT 1

Characteristics Of The Survey Sample By State, 2013 And 2014

Characteristic Arkansas
Total sample size 1,879
2013 respondents 944
2014 respondents 935
Family income
Less than 50% of poverty 32%
50-100% of poverty 36
>100% and <138% of poverty 25
Did not know or refused to answer 7
Female 57%
Age (years)
19-34 43 %
35-44 19
45-54 16
55-64 22
Race/ethnicity
W hite, non-Latino 66 %
Latino 4
Black, non-Latino 25
Other 4
Education
Less than high school diploma 20%
High school graduate 47
At least some college 33
Married or living with a partner 40%
Number of people in family 2.9
Rural residence 55%

Medical conditions

Asthma or COPD 26%
Cancer 5
Depression 39
Diabetes 15
Heart disease 8
Hypertension 36
Kidney disease 2
Stroke

Substance abuse 4
One or more condition 67

Kentucky Texas p value
1,898 1,888 —a
965 955 —a
933 933 a
34% 28% 0.24
37 37
23 27
6 8
56% 58% 0.79
41% 47% 0.15
20 18
17 16
22 19
84% 36% <0.001
2 40
11 19
3 5
26% 23% 0.001
43 40
31 37
42% 41% 0.60
2.9 3.3 <0.001
55% 13% <0.001
29% 19% <0.001
6 3 0.02
44 28 <0.001
16 14 0.28
10 5 <0.001
38 27 <0.001
3 2 0.18
4 0.40
4 3 0.23
70 53 <0.001

sour ce Authors'analysis of data from telephone surveys of 5,665 US citizens ages 19-64 with family incomes below 138 percent of
the federal poverty level, November-December 2013 and November-December 2014. notes Significance refers to the differences
(measured by a chi-square test) in each variable across the three states. COPD is chronic obstructive pulmonary disease. aNot

applicable.

Kentucky—two estimates that were not signifi-
cantly different from one another (p= 0.12)
(Exhibit 4). Compared to respondents in Texas,
those in Kentucky experienced greater gains in
coverage via Medicaid (16.1 percentage points),
while those in Arkansas experienced greater
gains via private insurance (12.4 percentage
points). The differences between the changes
in the two coverage types for Kentucky versus
Arkansas were both significant (» < 0.001).
Compared to Texas, coverage expansion in
both Arkansas and Kentucky was associated with
significant reductions in skipping medications
because of cost. Trouble paying medical bills de-
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creased significantly in Kentucky compared to
Texas. Kentucky experienced both a decline in
use of the ED as a usual source of care and an
increase in ED visits because ofalack of available
office visits, compared to Texas. Both Arkansas
and Kentucky experienced large increases in
rates of regular care among adults with chronic
conditions relative to Texas (increases of 13.0
percentage points and 10.3 percentage points,
respectively), though the increase in Kentucky
was of borderline significance.

Alternative approaches to measuring out-of-
pocket spending all showed significant reduc-
tions in Kentucky compared to Texas, with a
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median estimate of a 33 percent relative decline EXHIBIT 2
from a baseline average of $434 per year and a
smaller decline in Arkansas that was not signifi-
cant (Appendix Table 2).5

Aside from the differential change in private
versus public coverage, the between-group tests
for Arkansas versus Kentucky showed only one
other significant difference: a greater reduction
in trouble paying medical bills in Kentucky than
in Arkansas (Exhibit 4). Results using logistic
models for categorical outcomes and Poisson
models for count data produced findings similar
to those in our primary analysis, as did a multi-
level mixed-effects model.

Health Insurance Coverage Among Low-Income Adults In Three States, 2013-14

Arkansas Kentucky Texas

100.
| Other insurance

| Private insurance
| Medicaid

| Uninsured

80 _

60 _

40 _

20

Discussion

In surveys of 5,665 low-income adults overall
before and after the first year of the ACA’s cover-
age expansions, we found that Kentucky’s tradi-
tional Medicaid expansion and Arkansas’s pri-
vate option led to large population-level declines

2013 2014 2013 2014 2013 2014

sour ce Authors' analysis of data from telephone surveys of 5,665 adults ages 19-64 with family
incomes below 138 percent of the federal poverty level, November-December 2013 and November-
December 2014. notes Individuals who reported multiple forms of coverage were assigned a primary
form of coverage using a health insurance hierarchy. Details are available in the Appendix “Methods”

in the uninsurance rate and to significant im-
provements in affordability of care; access to
prescription medications; and regular care for
individuals with chronic conditions such as hy-
pertension, asthma, and depression—all com-
pared to the lack of expansion in Texas.

Our finding of large coverage gains in Arkan-
sas and Kentucky is consistent with recent re-
ports showing the two states experienced the
largest reductions in uninsurance rates in the
country.373 Our estimates of coverage gains in
Arkansas and Kentucky are even larger than
those reported previously. This makes sense, giv-
en that our sample was limited to low-income
nonelderly adults (instead of all adults) and that
we used year-end estimates that captured the full
impactofthe 2014 expansion (instead of average
estimates across the full calendar year).

Our results are also consistent with previous
studies that showed improved access to care and
financial protection in several Medicaid expan-
sions prior to the ACA in Oregon, New York,
Arizona, Maine, and Wisconsin,25 and to results
ofnational studies ofthe ACA’s early effects.5To
our knowledge, ours is the first study to identify
similar changes from the ACA’s Medicaid expan-
sion in southern states in particular, which his-
torically have had high poverty rates and poor
access to care.y

We did not detect significant changes in utili-
zation, which would have been expected based
on previous studies ofinsurance expansion.241It
is possible that our sample size was too small to
detect such changes after only a single year. Pre-
vious research suggests that coverage expan-
sions can produce rapid improvements in self-
reported physical and mental health,23404 but
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section (see Note 25 in text).

we did not find any significant changes.

Many of these measures asked respondents
about the previous twelve months, meaning that
for those who acquired coverage late in 2014,
much of the study period had occurred before
they enrolled. Nonetheless, we found borderline
significant changes for several outcomes, includ-
ing having a personal doctor and having had a
checkup in the previous year. Additional re-
search will be valuable in determining whether
more changes become apparent in the future, as
coverage expansions typically take several years
to reach maximum enrollment.£

One somewhat unexpected pattern of findings
was that the Medicaid expansion was associated
with both anincrease in use ofthe ED because of
alack of available outpatient care and a decrease
in relying on the ED as a usual source of care.
These results seem somewhat contradictory at
first glance. However, they may indicate that
gaining health insurance removes financial bar-
riers to pursuing outpatient care when it is avail-
able, but the increased demand may make it
more likely that patients will experience delays
in obtaining outpatient appointments. The re-
cent expiration of the ACA’s higher Medicaid
payment rates to primary care providers—which
in one study was shown to increase physician
participation in Medicaid483—may further exacer-
bate this problem.

Several improvements in access to and afford-
ability of care were evident in the two expansion
states in our study. However, our comparison of
the traditional Medicaid expansion and the pri-
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EXHIBIT 3

Changes In Coverage, Access To Care, And Health After The First Year Of Medicaid Expansion In Arkansas And Kentucky

(Expansion States) Versus Texas (Nonexpansion State), 2013 And 2014

Baseline mean
in expansion

Net change after

Outcome states (2013) expansiona p value
COVERAGE
Uninsured 41.0% -14.0 <0.01
Medicaid 25.0 9.4 <0.01
Private insurance 20.7 7.6 0.02
ACCESS TO AND AFFORDABILITY OF CARE
Had personal doctor 56.9% 7.9 0.07
Had usual source of careb 80.8 3.8 0.31
Had cost-related delay in care 39.5 -4.3 0.20
Skipped prescribed medication because of cost 39.2 -9.9 <0.01
Had trouble obtaining primary care appointment 15.7 3.6 0.24
Had trouble obtaining specialist appointment 14.0 2.6 0.37
ED was usual location of careb 9.6 -5.1 0.06
Had ED visit because office visit was unavailable 12.9 4.9 0.05
Had trouble paying medical bills 42.9 -8.9 <0.01
Annual out-of-pocket medical spending $434 -0.24c¢ 0.06
utilization
Office visits in past year (number) 2.8 0.5 0.22
Any office visits in past year 55.5% 2.2 0.46
ED visits in past year (number) 1.2 -0.1 0.47
Any ED visits in past year 21.0% -1.7 0.55
Any hospitalization in past year 16.9% -1.7 0.54
prevention and quUALITY
Checkup in past year 45.8% 6.9 0.07
Cholesterol check in past year (full sample) 42.0 -1.1 0.76
Cholesterol check in past year (those with heart disease,

stroke, diabetes, or hypertension; n = 2,871) 63.5 2.7 0.61
Glucose check in past year (full sample) 43.0 2.3 0.54
Glucose check in past year (those with diabetes; n = 1, 139) 86.2 4.2 0.50
Regular care for chronic condition (n = 3,932)d 65.7 11.6 0.02
Overall quality of care was excellent or very good 53.8 -2.4 0.57
Overall quality of care was fair or poor 19.9 -2.7 0.40
physical AND mENTAL Health
Excellent or very good self-reported health 31.1% -0.2 0.97
Self-reported health score (1 to 5; lower is better) 3.09 0.02 0.87
PHQ-2e depression score (0 to 6; lower is better) 1.78 0.22 0.08
PHQ-2 depression score >2 47.5% 1.9 0.61
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sour ce Authors' analysis of data from telephone surveys of 5,665 adults ages 19-64 with family incomes below 138 percent of the
federal poverty level, November-December 2013 and November-December 2014. notes The “net change after expansion" column
shows difference-in-differences estimates for Arkansas and Kentucky versus Texas, 2013 to 2014. All analyses are adjusted for sex,
age, race/ethnicity, marital status, family size, education, income, urban versus rural residence, state, and year. The sample contained
5,665 adults (minus nonresponses for each specific outcome), except where otherwise noted. 2All estimates are reported as
percentage-point changes for binary outcomes, except for annual out-of-pocket spending, numbers of office and emergency
department (ED) visits, self-reported health score, and depression score. WUsual source of care was divided into the following
three categories: those reporting an office-based usual source of care, those using the ED as the usual source of care, and those
without any usual source of care. The results reported in the exhibit are for the first two groups. dOut-of-pocket spending
estimates show relative change (for example, 24 percent) using the logarithm of spending as the outcome. dChronic conditions
assessed in the survey were hypertension; heart attack, coronary artery disease, or heart failure (“heart disease"); stroke; asthma
or chronic obstructive pulmonary disease; kidney disease; diabetes; depression; cancer; and substance abuse. ePatient-Health
Questionnaire 2 (PHQ-2) is a validated two-item screening test for depression (see Note 28 in text).

vate option revealed only two significant differ-
ences. First, the type of insurance obtained dif-
fered, with public coverage gains in Kentucky
and private coverage gains in Arkansas. The oth-
er outcome that showed a significant difference

JANUARY 2016 35

by PETER LEE

was trouble paying medical bills: Beneficiaries in
Kentucky experienced a significantly larger re-
duction in this measure than those in Arkansas.
This finding may indicate that Medicaid expan-
sion is financially advantageous for low-income
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EXHIBIT 4

Changes In Coverage, Access To Care, And Health After The First Year Of The Private Option (Arkansas) And Medicaid Expansion (Kentucky) Compared To
Nonexpansion (Texas), 2013 And 2014

Private option (AR vs. TX) Traditional Medicaid (KY vs. TX)

Baseline Net Baseline Net p value,b private

mean change mean change option vs.

(2013, after (2013, after traditional
Outcome AR) expansiona p value KY) expansiona p value Medicaid
COVERAGE
Uninsured 41.8% -11.3 <0.01 40.2% -16.6 <0.01 0.12
Medicaid 25.1 2.7 0.42 24.8 16.1 <0.01 <0.01
Private insurance 19.3 12.4 <0.01 221 2.8 0.45 <0.01
ACCESS TO AND AFFORDABILITY OF CARE
Had personal doctor 57.2% 71 0.13 56.6% 8.6 0.07 0.67
Had usual source of carec 78.4 4.8 0.24 83.1 2.8 0.49 0.55
Had cost-related delay in care 39.5 -2.9 0.47 39.6 -5.8 0.15 0.49
Skipped prescribed medication because of cost 40.9 -8.8 0.02 37.5 -10.9 <0.01 0.59
Had trouble obtaining primary care appointment 16.0 3.2 0.38 15.4 4.1 0.25 0.80
Had trouble obtaining specialist appointment 12.1 3.0 0.32 15.8 21 0.53 0.77
ED was usual location of carec 9.9 -4.3 0.16 9.3 -5.9 0.05 0.54
Had ED visit because office visit was unavailable 12.7 4.0 0.17 1341 5.8 0.04 0.54
Had trouble paying medical bills 43.1 -4.8 0.19 42.7 -12.9 <0.01 0.05
Annual out-of-pocket medical spendingd $446 -0.15 0.29 $423 -0.33 0.02 0.12
uTILIZATION
Office visits in past year (number) 2.61 0.7 0.14 2.98 0.4 0.42 0.40
Any office visits in past year 55.3% 1.5 0.65 55.7% 2.9 0.43 0.71
ED visits in past year (number) 1.04 -0.1 0.56 1.27 -0.2 0.53 0.81
Any ED visits in past year 21.7% -3.6 0.30 20.4% 0.1 0.98 0.36
Any hospitalization in past year 14.7 -0.1 0.98 19.0 -3.1 0.31 0.34
PREVENTION AND quAlLITY
Checkup in past year 45.3 7.3 0.10 46.3 6.5 0.13 0.83
Cholesterol check in past year (full sample) 38.1 -1.1 0.78 45.8 -1.1 0.81 0.99
Cholesterol check in past year (those with heart

disease, stroke, diabetes, hypertension; n = 2,871) 60.7 2.8 0.70 66.2 2.7 0.65 0.99
Glucose check in past year (full sample) 41.5 1.6 0.72 445 3.1 0.47 0.71
Glucose check in past year (those with diabetes;
n=1,139) 88.5 1.1 0.88 84.1 71 0.33 0.41

Regular care for chronic condition (n = 3,932)e 61.8 13.0 0.02 69.4 10.3 0.06 0.56
Overall quality of care was excellent or very good 51.8 -1.6 0.74 55.7 -3.1 0.52 0.75
Overall quality of care was fair or poor 22.5 -5.0 0.20 17.2 -0.5 0.89 0.19
physical and MENTAL Health
Excellent or very good self-reported health 30.3 2.9 0.53 31.9 -3.2 0.50 0.19
Self-reported health score (1 to 5; lower is better) 3.08 -0.03 0.81 3.10 0.06 0.56 0.41
PHQ-2f depression score (0 to 6; lower is better) 1.81 0.17 0.22 1.74 0.27 0.09 0.54
PHQ-2 depression score >2 48.1% 0.2 0.96 46.8% 3.7 0.41 0.44

sour ce Authors'analysis of data from telephone surveys of 5,665 adults ages 19-64 with family incomes below 138 percent of the federal poverty level, November-
December 2013 and November-December 2014. notes The “net change after expansion" columns show difference-in-differences estimates for Kentucky (KY) versus
Texas (TX) and Arkansas (AR) versus TX. AR implemented the private option—using Medicaid funds to purchase private insurance through the state's health insurance
Marketplace. KY implemented an expansion of traditional Medicaid. Texas did not expand eligibility for Medicaid. All analyses are adjusted as explained in the Notes to
Exhibit 3.The sample contained 5,665 adults (minus nonresponses for each specific outcome), except where otherwise noted. &All estimates are reported as percentage-
point changes for binary outcomes, except for annual out-of-pocket spending, numbers of office and emergency department (ED) visits, self-reported health score, and
depression score. p values for the post-estimation hypothesis test that the Kentucky and Arkansas difference-in-differences estimates were equivalent. cUsual source of
care was grouped into three categories, as explained in the Notes to Exhibit 3. dut-of-pocket spending estimates show relative change (percent) using the logarithm of
spendingas the outcome. eConditions assessed in the survey are listed in the Notes to Exhibit 3. fPatient-Health Questionnaire 2 (PHQ-2) is a validated two-item screening
test for depression (see Note 28 in text).

adults compared to Marketplace coverage, even cial protection is more comprehensive than that
though Arkansas’s private option included addi- of private insurance. 446

tional cost-sharing protections for poor adults.1l Itis possible thatalonger follow-up period and
This pattern would be consistent with previous a larger sample might reveal other significant
research demonstrating that Medicaid’s finan- differences between the private option and Med-
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icaid expansion. Itis also possible that our find-
ings were specific to the three study states, and
that results would differ considerably in other
states that might be considering a traditional
Medicaid expansion or avariation on the private
option. Nonetheless, our overall first-year re-
sults suggest that the two expansion approaches
were largely similar in their impacts on several
dimensions of beneficiary experience.

Conclusion

In a two-year survey of nearly 6,000 low-income
adults in three southern states, we found major
declines in the uninsurance rates in two states,
Arkansas and Kentucky, that enacted different
approaches to coverage expansion. We also de-
tected preliminary improvements in some mea-
sures of access, affordability, and care for impor-
tant chronic diseases among low-income adults
in the two expansion states, compared to those

in a nearby nonexpansion state (Texas). How-
ever, we did not find any significant changes in
utilization or health status in the first year of the
expansion. We also found limited differences af-
ter one year between Kentucky’s traditional
Medicaid expansion and Arkansas’s private
option.

As several states continue to debate coverage
expansion for low-income adults under the ACA,
our findings suggest that deciding whether or
not to expand matters much more than deciding
how to expand, at least in the models used to
date. Both Arkansas’s private option and Ken-
tucky’s traditional Medicaid expansion appear
to be promising approaches that have thus far
produced similar improvements in access to care
among low-income adults. Future research that
monitors alternative approaches to coverage ex-
pansion in these states and elsewhere will be
critical to evaluating the ACA’s long-term impact
on low-income populations. m
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Medicaid Expansion Spending and Enrollment in Context:
An Early Look at CMS Claims Data for 2014

Laura Snyder, Katherine Young, Robin Rudowitz and Rachel Garfield

There have been long-standing questions about the effect the Medicaid expansion would have on spending and
enrollment. Preliminary data from the Medicaid Budget and Expenditure System (MBES) released by the
Centers for Medicare and Medicaid Services (CMS) may provide some early insights into these questions. CMS
released preliminary spending and enrollment data from the MBES that covers the period from January 2014
through December 2014. This period is of particular interest because these are the first quarters that the
Medicaid expansion was in effect. During this period, 27 states including DC, had implemented the Medicaid
expansion; all but two ofthese states - Michigan (April 1, 2014) and New Hampshire (August 15, 2014) -
implemented the Medicaid expansion January 1, 2014.

The MBES provides monthly Medicaid enrollment and quarterly Medicaid expenditure data with specific
information about enrollment and spending for the new adult eligibility group, also referred to as the “Group
VIIL.” The new adult group includes both those newly eligible under the Medicaid expansion (eligible for 100%
federal match through December 2016) and those previously eligible (that were matched at traditional match
rates but now receive a higher federal match.) While all states have reported expenditure data for the January -
December 2014 period, California and North Dakota have not reported enrollment data for that same period.1
This brief examines the MBES data to be able to put the spending and enrollment for the expansion into the
context of total Medicaid spending and enrollment. Key findings from this data show:

* The new adult group represented a relatively small share (10%) oftotal Medicaid spending across all
states in CY 2014. Looking at just expansion states, spending for the new adult group made up a slightly
larger share (16%) total spending. The vast majority of spending for the new adult group is federal
dollars (94%). This is driven by the 100% federal match available for those newly eligible adults, which
make up three-quarters of enrollment in the new adult group.

» Looking at current enrollment data available, the new adult group made up a relatively small share
(13%) oftotal enrollment. The new adult group made up a larger share oftotal enrollment in expansion
states. However, data are preliminary and enrollment data for large states like California are missing.

» Spending per enrollee for the new adult group is notably lower than spending per enrollee across all
groups ($4,513 vs. $7,150.)
Since this data claiming and reporting process is new, ensuring that the data are comparable and accurate

across states may take time. This analysis is preliminary and will continue to be updated as data from missing
states are added and data continue to be revised and updated.



Data from the Medicaid Budget and Expenditure System (MBES) released by the Centers for Medicare and
Medicaid Services (CMS) provides monthly enrollment and quarterly expenditure data with specific
information about enrollment and spending on the new adult group (Group VIII). Historically, states have
reported only expenditure data through the MBES, not enrollment data. However, to enable states to claim the
enhanced funding available for adults made newly eligible by the ACA, CMS revised the form to require states
to report claims separately by eligibility group, including separate reporting of claims for the new adult
eligibility group, also referred to as the “Group VIII.” Group VIII or the new adult group consists of those who
are newly eligible as well as some other adults described in the box below. Those that do not qualify under the
new adult group are referred to as ‘traditional Medicaid” for this analysis, which includes individuals with
disabilities, the elderly, children, pregnant women and some low-income parents. Since this data claiming and
reporting process is new, ensuring that the data are comparable and accurate across states may take time.
Additionally, the enrollment data reported through the MBES differ in important ways from other enrollment
data reported by CMS through the Performance Indicator process (see Appendix A for more details.)

Data included in this analysis looks at enrollment and expenditure data for January 1, 2014 through December
31, 2014, the first calendar year that the Medicaid expansion was in effect. During this period, 27 states
including DC, had implemented the Medicaid expansion; all but two ofthese states - Michigan (April 1, 2014)
and New Hampshire (August 15, 2014) - implemented the Medicaid expansion January 1, 2014. States that
expanded after December 31, 2014 (Pennsylvania, Indiana, Alaska and Montana) are treated as non-expansion
states in this analysis.

While all states have reported expenditure data for the January - December 2014 period, California and North
Dakota have not reported enrollment data for that same period; other states had reported some but not all
quarters.2 This brief examines the MBES data to be able to put the spending and enrollment for the expansion
into the context oftotal spending and enrollment.

Who is eligible under the New Adult Group (Group VIII)

Newly-Eligible Adults. Beginning in 2014, newly eligible adults consist of non-elderly, non-disabled adults with
incomes up to 138% FPL who would not be eligible for Medicaid under the rules that a state had in place on December 1,
2009. The ACA provides 100% federal financing for those made newly eligible for Medicaid by the law; the federal match
rate falls to 95% in 2017, 94% in 2018, 93% in 2019, and then 90% in 2020 and beyond.

Other Group VIII Adults. Other Group VIII Adults include some childless adults in early expansion states as well as
those who may be subject to technical adjustments. Some states already provided coverage at the traditional match rate to
parents and adults without dependent children up to at least 100% FPL statewide as of March 23, 2010, when the ACA was
enacted. The law provides additional federal funding to these states through the “expansion state match rate” for adults
without dependent children under age 65; this “expansion state match rate” is higher than the traditional match rate.3 A
few states were able to make adjustments to account for individuals who would not have been eligible because of asset test
requirements in place on December 1, 2009, enrollment caps in effect for waiver populations receiving full benefits as of
December 1, 2009, and other special circumstances. These adjustments may result in some adults being enrolled in the
expansion category who do not qualify for the 100% federal match for newly eligible adults.4
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Trends across All States

During calendar year 2014, Medicaid expenditures totaled $486.1 billion dollars. This includes Medicaid
spending for all groups - the new adult group as well as the traditional Medicaid population (individuals with
disabilities, the elderly, children, etc.) (Appendix Table 2) Spending for the new adult group represented only
10 percent of all Medicaid spending - the vast majority of Medicaid spending was for the traditional
population, funded at the regular matching rate. (Figure 1) Across all states and all groups, federal dollars
made up nearly 62 percent of Medicaid spending - reflecting both the regular matching rates for the traditional
Medicaid population as well as the enhanced funds for the new adult group. The share of federal dollars
funding Medicaid spending has increased; historically the federal share has been lower (57%.)

Figure 1
Across all states, the vast majority of Medicaid spending in
CY 2014 was for the traditional Medicaid population.

Total Expenditures = $486.1 B Preliminary Enrollment =589 M
(Data not reported for CA and ND)
o Traditional Medicaid o New Adult Group nTraditional Medicaid o0 New Adult Group

NOTES: Data for January through December 2014. All states reported expenditure data, while all but 2 states (CA and ND) reported enroliment
data. Enrollment data reflect the highest enrolment for each state during this period.

SOURCE: Kaiser Commission on Medicaid and the Uninsured analysis of Medicaid spending and enrollment data collected from the Medicaid
Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services, accessed December 2015. http://medicaid.gov/medicaid-
chip-prog by-topics/financing-and ports-mbes-cbes.html

Over calendar year 2014, at least 58.9 million individuals were enrolled in Medicaid for at least some part of
the year across the states that reported data.
(Appendix Table 3) The inclusion of enrollment
data as part ofthe MBES reporting process was
new in 2014. While all states reported data for
expenditures, not all states were able to report
enrollment data, including large states like
California. As revised data are published, this
figure is expected to increase. Just as with
spending, the new adult group made up a
relatively small share (13%) oftotal Medicaid
enrollment. (Figure 1) Among those states
reporting both spending and enrollment data,
spending per enrollee for the new adult group
was much lower than total spending per enrollee
across all groups (traditional Medicaid and the
new adult group) - $4,513 vs. $7,150. (Figure 2)
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Trends in Expansion States

One ofthe major changes in the Affordable Care Act was the Medicaid expansion - establishing a new

eligibility floor for non-elderly, non-disabled groups at 138 percent FPL and eliminating the long-standing

exclusion of childless adults. The June 2012 Supreme Court decisions effectively made this optional for states.
As of December 31, 2014, there were 27 states that had implemented the Medicaid expansion; states that

expanded later (Pennsylvania, Indiana, Alaska and Montana) are treated as non-expansion states in this

analysis. (Figure 3) The remainder ofthis analysis focuses on spending and enrollment trends in the 27

Across the 27 states that implemented the
expansion during calendar year 2014, spending
for the new adult group totaled $47.2 billion,
representing 16 percent oftotal Medicaid
spending across these states. (Figure 4) The vast
majority ofthis spending (78%) was for those
newly eligible adults whose expenditures qualify
for the 100 percent federal match. The remaining
share of spending for the new adult group was for
those adults that were previously eligible at
traditional match rates or subject to technical
adjustments (see Box 1 for more details);
expenditures for these adults are still matched at
a higher rate than the traditional match rate, but
not the 100 percent federal match.

Figure 4
Looking just at the Expansion states, spending for the new
adult group still represents a small share of total spending.

Total Spending in Expansion States, CY 2014 =$301.8 Billion

NOTES: Data are limited to expenditures in the 27 states that had implemented the Medicaid expansion as of December 31, 2014. Data reflect
expenditures for January through December 2014.

SOURCE: Kaiser Commission on Medicaid and the Uninsured analysis of Medicaid spending and enrollment data collected from the Medicaid
Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services, accessed December 2015. http://medicaid.gov/medicaid-
chip-prog| by-topics/financing-and P ports-mbes-cbes.html

Spending for the new adult group as a share oftotal Medicaid spending for this period varies across expansion

states, ranging from more than 25 percent in Washington, Oregon and Kentucky to less than 10 percent in

Illinois and New Hampshire (New Hampshire implemented the Medicaid expansion later - August 15, 2014.)

(Figure 5)
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Figure 5: The share of spending for the new adult group varies across expansion states
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NOTES: Data are limited to expenditures in the 27 states that had implemented the Medicaid expansion as of December
31, 2014. Data reflect expenditures for January through December 2014.

SOURCE: Kaiser Commission on Medicaid and the Uninsured analysis of Medicaid spending and enroliment data
collected from the Medicaid Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services,
accessed December 201 5. http://medicaid.gov/medicaid-chip-program-information/by-topics/financing-and-
reimbursement/expenditure-reports-mbes-cbes.html
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Federal and State Spending Distribution of Spending

Across all expansion states, the federal share for all Medicaid spending in calendar year 2014 was 61 percent
and the state share of spending was 39 percent (virtually the same as at the national level.) (Figure 6) However,
there were large differences in these shares for the traditional Medicaid program and the new adult group.

The federal government paid more than half of oy
the costs for the traditional Medicaid population  The vast majority of the expenditures for the new adult
in expansion states (55%). This share varies by group are paid for with federal dollars.

state according to the traditional FMAP. For the | Federal o State and Local

new adult group, virtually all ofthe expenditures

(94%) were paid for with federal dollars. As

noted earlier, the new adult group consists of

94% 100%
spending for those newly eligible (which are paid 61% s o
for with 100% federal dollars) as well as some
OtheI‘ adults that quahfy fOI‘ the new adult gI‘OU.p Total Medicaid Traditional New Adult Newly Other New
.. .. Spending Medicaid Group Eligible Adult Group
but are not newly eligible. The newly eligible
$301.8 Billion $254.6 Billion $47.2 Billion $36.7 Billion  $10.5 Billion
group accounted for more than 3 out of 4 dollars
NOTES: Data are limited to expenditures in the 27 states that had implemented the Medicaid expansion as of December 31, 2014. Data reflect
S ent on the new adult TOUu 6, bllllon Of ;?)TEQSEKul:?s:rcjsrr\‘wl::wrsysw‘:rzo;nghMeD;:wr;\b:r:dzﬁj:Umnsured analysis of Medicaid spending and enrollment data collected from the Medicaid
p group (336.7

Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services, accessed December 2015. http://medicaid.gov/medicaid-
chip-prog by-topics/financing-and-reimb ports-mbes-cbes.html

the $47.2 billion in new adult group spending).
While the other new adult enrollees are not eligible for the 100 percent federal match, the federal share for this
group is still well above the traditional match rates that had previously applied to expenditures for these adults.

In calendar year 2014, states claimed $47.2 billion in total Medicaid spending for the new adult group. Looking
at the distribution across states, it is not surprising that larger expansion states had a higher share of
expenditures for this group. Expenditures for the new adult group in California represent one quarter (26%) of
all the expenditures for the new adult group during this period, followed by New York (14%), Washington (7%),
Kentucky (5%) and Oregon (4%). Focusingjust on expenditures for the newly eligible (which are 100%
federally funded,) California reported one-third

Figure 7
Expenditures for the new adult group are concentrated in
larger Expansion states.

ofall ofthese expenditures during this period,

followed by Washington (9%y), Kentucky, Oregon

and New Jersey (all at 6%.) (Figure 7) Some ] . ]
New Adult Group Expenditures = Newly Eligible Expenditures =

large states, such as New York, Massachusetts $47.2 B $36.7B

and Arizona, which had expanded coverage prior

to the ACA, reported larger shares of new adult

group spending for other new adult group

enrollees whose expenditures dont qualify for

the 100 percent federal match. However, even in

these states the vast majority of expenditures for

the new adult group were federal, as the

expenditures for the other new adult group NOTE: Data foranuary through December 2014

SOURCE: Kaiser Commission on Medicaid and the Uninsured analysis of Medicaid spending and enrollment data collected from the Medicaid
Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services, accessed August 2015. http://medicaid.gov/medicaid-
ch i by-topics/financing-and-reimb ports-mbes-cbes.html

enrollees still received a higher federal match

than the traditional match rate available before.
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Total and Group VIII Enroll ment

The MBES data have historically not included information about enrollment or spending by eligibility group.
To account for the newly eligible federal match rate, CMS has revised the CMS-64 form to require states to
report claims separately by eligibility group, including separate reporting for newly eligible adults, as well as to
report enrollment by eligibility group. Since this data reporting process is new, ensuring that the data are
comparable and accurate across states may take time. Moreover, because these initial data are preliminary,
states may continue to provide updates to the enrollment data over time, so the numbers will change. Not all
states were able to report enrollment data; enrollment data are not reported for California and North Dakota
for all three quarters.

Figure 8
Enroliment among the new adult group makes up a relatively

In the expansion states that reported enrollment small share of total enrollment among expansion states.

data’ approximately 23 percent of Medicaid Preliminary Medicaid Enrollment, January-December 2014
enrollment was for the new adult group. (Figure

8) The remaining 77 percent of Medicaid

enrollment was for those eligible under the

‘traditional” Medicaid program (e.g. children,

pregnant women, elderly and individuals with

disabilities.) However, this varies across

expansion states. Enrollment in the new adult

d 1 h lf f 1 11 : Total enrollment for Expansion states =33.2 Million Enrollees
group made up nearly half oftotal enrollment in (data not reported for CA and ND)
(y o d 1 NOTES: Data for January through December 2014. Data are limited to 27 states that implemented the Medicaid expansion as of December 31,
Oregon (48%) ranging down to 17 percent in
SOURCE: Kaiser Commission on Medicaid and the Uninsured analysis of Medicaid spending and enrollment data collected from the Medicaid
: . . Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services, accessed December 2015. http://medicaid.gov/medicaid-
Ohio, Minnesota and Massachusetts. (Figure 9) oro by sopke/manding and el o e coes e

The make-up ofthe new adult group (newly eligible vs. other) differs across expansion states. Across all
expansion states, over two-thirds of enrollment in the new adult group were newly eligible (those whose
expenditures are eligible for 100% federal match through December 2016.) While newly eligible adults made
up the vast majority of new adult enrollment in many of the expansion states, there were a handful that saw the
majority of enrollment in the new adult group among those not newly eligible (Arizona, Delaware, New York
and Massachusetts.) (Figure 9) These states had expanded coverage to adults prior to the ACA.

Among the expansion states that reported enrollment data, the largest share of new adult enrollment was in
New York (19% or nearly 1.5 million adults) followed by Illinois (8%), New Jersey, Washington and Michigan
(7% each). These five states reported nearly half (47%) of all enrollment among the new adult group. However,
the distribution of enrollment among newly eligible adults (those whose expenditures are eligible for 100%
federal match through December 2016) differs slightly. Illinois accounted for the highest share of newly eligible
adults (11%) followed by New Jersey (10%), Washington (9%), Michigan (9%) and Ohio (8%). As mentioned
earlier, New York had expanded coverage to adults prior to the ACA so nearly 9 out of 10 adults eligible under
the new adult group in New York are not newly eligible.
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Figure 9: The share of enrollment in the new adult group varies across states

Share of Total Enroliment that is the New Adult Group

Oregon ] 48%
New Jersey 33%
Kentucky 32%
Arkansas o 30%
Washington o 30%
Nevada 30%
West Virginia 30%
Delaware ] 29%
Vermont 1 2%
Hawaii 1 25%
New York ] 25%
New Mexico 25%
Michigan 23%
Expansion States 123%
Connecticut 22%
District of Columbia 22%
lowa 22%
Colorado 22%
Arizona 1 21%
Rhode Island 20%
lllinois 20%
Maryland 19%
New Hampshire 18%
Massachusetts 17%
Minnesota 17%
Ohio 17%
Califomia  NR
North Dakota  NR

o Newly Eligible
o Not Newly Eligible

NOTES: Data for January through December 2014. Data are limited to the 27 states that implemented the Medicaid
expansion as of December 2014. Data reflect the highest enrollment for each state during this period. Data were not
reported for California and North Dakota. All but 2 of these states (Ml and NH) implemented the expansion January 2014;
MI’s expansion became effective April 1, 2014 and NH’s expansion became effective August 15, 2014.

SOURCE: Kaiser Commission on Medicaid and the Uninsured analysis of Medicaid spending and enrollment data collected
from the Medicaid Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services, accessed December
2015. http://medicaid.gov/medicaid-chip-program-information/bv-topics/financing-and-reimbursement/expenditure-
reports-mbes-cbes.html
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Spending per enro Il ee

Because childless adults were historically excluded from the Medicaid program prior to the ACA, there was
limited data and experience to draw on for determining what utilization and expenditures for this group would
be. While the data are preliminary and missing large states such as California, the MBES data provides a
window into what spending per enrollee for the new adult group looks like and how it compares to the rest of
the Medicaid population. Spending per enrollee for the new adult group is notably lower than spending per
enrollee across all groups in expansion states; average spending per enrollee for the new adult group was
$4,513 compared to $7,371 per enrollee (new adult group and traditional Medicaid population). (Figure 10)
This is in line with historical data on adult spending per enrollee, which has been roughly 60 percent oftotal
spending per enrollee figures.

Spending per enrollee for those in the new adult group varied widely across states; spending per new adult
group enrollee ranged from $8,461 in Rhode Island to $1,706 in New Hampshire (which implemented the
Medicaid expansion later). (Appendix Table 4) This level of variation mirrors in large part variation in total
spending per enrollee seen across these states as well as patterns in historic spending per enrollee data for
adults. There are a number of factors that can lead to this wide dispersion in spending per enrollee figures
including differences in health care costs across states and the relative health status ofthe underlying
populations.

Looking Ahead

Data from the MBES released by the CMS provide monthly enrollment and quarterly expenditure data with
specific information about enrollment and spending for the new adult eligibility group, also referred to as the
“Group VIII.” This new MBES data on spending and enrollment provide further insight into the early effects of
the Medicaid expansion on Medicaid spending and enrollment. However, the data are preliminary and this is
the first time enrollment data have been collected as part ofthe claiming process. It also is incomplete with
enrollment data missing from some states (California and North Dakota.) With additional updates and data
from missing states, additional analyses can be conducted to understand differences across expansion states as
well as difference across expansion and non-expansion states in terms of spending and enrollment patterns.
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Methodology

Data from the Medicaid Budget and Expenditure System (MBES) released by the Centers for Medicare and Medicaid
Services (CMS) provides monthly enrollment and quarterly expenditure data with specific information about enrollment
and spending for the new adult eligibility group, also referred to as the “Group VIII.” States began reporting enrollment
data for the quarter beginning January 1, 2014 and more recently began reporting expenditure data for the new adult
group on the Form CMS-64.

Spending data made public reflect the first full year that the Medicaid expansion was in effect: the last three quarters of
FFY 2014 (January - September 2014) and the first quarter of FFY 2015 (October - December 2014.) During this period,
27 states including DC, had implemented the Medicaid expansion; all but two of these states - Michigan (April 1, 2014)
and New Hampshire (August 15, 2014) - implemented the Medicaid expansion January 1, 2014.

Expenditure data reported in this brief were summed across the four quarters. Data reflect all Title XIX expenditures
reported by states; data do not include expenditures under Title XXI (CHIP).

Enrollment data reported are based on the maximum enrollment level reported across the four quarters in each state for
Title XIX only (enrollment for under Title XXI or CHIP are excluded.) While this measure is used to try to capture the
total number of enrollees over the entire period, it is likely an undercount of the number of enrollees ever on the program;
more detailed forthcoming data sources on enrollment (such as the T-MSIS) will yield more accurate (and likely higher)
enrollment data. Because different states saw higher levels of enrollment among the newly eligible and the not newly
eligible in the new adult group (Group VIII) the Group VIII enrollment reported for states reflects the sum ofthe
maximum newly eligible and the maximum of the not newly eligible. Traditional Medicaid figures are calculated taking the
maximum total enrollment figure and subtracting the maximum Group VIII enrollment figure. National numbers for
total, traditional Medicaid, Group VIII, newly eligible and not newly eligible enrollment all reflect summations of state
maximums and therefore will not match data as reported by CMS. While all states have reported expenditure data for the
January - December 2014 period, California and North Dakota have not reported enrollment data for that same period;
DC, Colorado, Nevada New Jersey and Washington had reported some but not all months.

Spending per enrollee data are calculated taking the sum of expenditure data over the 4 quarters over the maximum
enrollment level. Expenditure data from California and North Dakota were excluded from national calculations since these
states did not report enrollment data. The maximum enrollment figure is intended to better capture all people touched by
the program over the calendar year examined; however this figure is likely low and is expected increase over time as data
are updated and missing data from states like California are added.
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Spending. States have historically reported expenditure data through the MBES for claiming purposes; this is
sometimes referred to as CMS-64 data. However, the expenditure data in this report may differ from other data
reported from the MBES due to differences in timing as well as adjustments made to the data. For example,
expenditure data from the MBES is commonly reported on a Federal Fiscal Year (FFY) basis (October 1 -
September 30) whereas the data in this report reflect the calendar year (January 1- December 31).

Enrollment Data. Since December 2013, CMS has been providing another source of monthly enrollment
data for Medicaid and CHIP as part of its Medicaid and CHIP Performance Indicator Project. There are
important differences between the Performance Indicator and MBES enrollment data that limit the ability to
make comparisons between the two datasets, as discussed below and highlighted in Appendix Table 1:

* The data vary in their intended purpose. The MBES enrollment data are collected as part ofthe
claiming process for federal Medicaid matching funds only, not CHIP. The Performance Indicator data are
intended to provide timely insight into Medicaid and CHIP eligibility and enrollment trends to support
program management and oversight.

* There are key differences in who is included in the enrollment data. The MBES enrollment data
include all enrollees whose spending is eligible for Medicaid matching funds (including limited benefit
waiver enrollees and Medicare enrollees that receive cost-sharing and premium assistance from Medicaid).
In contrast, the Performance Indicator enrollment data only include enrollees that receive full benefit
coverage. Moreover, the MBES enrollment data only include enrollment in Medicaid and not CHIP; the
claiming process for CHIP, which has different matching rates, is done separately. The Performance
Indicator data include enrollment for both Medicaid and CHIP.

* There are differences in the timing ofthe data. The MBES data include individuals enrolled in the
state’s Medicaid program at any time during the month ofthe reporting period. In contrast, the Performance
Indicator data are a point-in-time count based on the number of individuals enrolled as of the last day of the
month. The MBES enrollment data cover the period between January and June 2015 (though only data
through December 2014 is used in this analysis), while the most recent monthly Performance Indicator
report included data through October 2015.

Appendix Table 1: Differences Between CMS MBES and Performance Indicator Enrollment Data

MBES Data Performance Indicator Data
Eligibility Groups All Medicaid enrollees, including those receiving Includes enrollees in Medicaid and CHIP
included limited benefits (e.g., limited benefit waiver enroliment. Does not include enrollees
enrollees and Medicare enrollees receiving cost- receiving limited benefits.

sharing and premium assistance from Medicaid).
Does not include CHIP enrollees.

Enroliment data Total number of enrollees ever enrolled during the  Total number of enrollees as of the last day

period month. (Data are reported on a quarterly basis.) of the month.

Frequency of Quarterly Monthly

reporting

Most recent data June 2015 (only data through Dec 2014 are used October 201 5

available as of in this analysis)

December 2015

Data purpose Collected as part of the claiming process for Collected as part of new Medicaid and CHIP
federal Medicaid matching funds. Performance Indicator Project to inform

program management and oversight.
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State
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
DC
Florida
Georgia
Hawaii
Idaho
lllinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
United States

Appendix Table 2: Total Medicaid Expenditures, CY 2014

Total
$5,309,736,744
$1,618,1 58,522
$9,460,028,885
$5,226,774,523

$64,055,189,072
$6,368,524,285
$7,494,388,273
$1,760,894,949
$2,334,1 12,770
$21,336,121,602
$9,613,091,392
$1,975,301,415
$1,683,668,434
$16,084,380,996
$9,317,184,653
$4,216,928,813
$2,842,501,614
$8,595,1 56,527
$7,031,732,700
$2,497,790,662
$9,725,772,438
$15,033,457,934
$14,116,055,764
$10,638,087,779
$4,973,795,953
$9,034,749,004
$1,105,703,601
$1,831,650,567
$2,538,887,096
$1,437,357,944
$13,422,100,485
$4,488,133,924
$55,839,970,423
$12,049,566,135
$995,053,014
$19,867,991,538
$5,045,035,31 1
$7,279,593,596
$22,961,627,929
$2,522,983,052
$5,646,426,012
$781,309,878
$8,763,278,224
$33,027,788,301
$2,110,973,692
$1,561,688,259
$7,633,684,545
$11,262,917,875
$3,500,885,440
$7,547,033,281
$540,533,820
$486,105,759,645

New Adult Group
N/A
N/A
$1,727,768,395
$967,920,039
$12,199,943,279
$992,468,785
$1,200,936,868
$379,235,466
$297,107,909
N/A
N/A
$373,037,821
N/A
$1,085,547,824
N/A
$556,162,683
N/A
$2,176,007,998
N/A
N/A
$1,612,599,592
$1,554,743,109
$1,503,736,391
$1,433,646,514
N/A
N/A
N/A
N/A
$557,912,077
$50,174,127
$2,077,884,888
$1,015,477,316
$6,717,924,807
N/A
$128,096,920
$1,955,996,607
N/A
$2,107,572,240
N/A
$457,942,487
N/A
N/A
N/A
N/A
N/A
$21 1,439,523
N/A
$3,437,117,412
$420,573,988
N/A
N/A
$47,198,975,065

Newly Eligible

N/A
N/A
$145,541,925
$967,920,039
$12,199,943,279
$968,850,624
$1,181,124,042
$32,930,545
$282,271,893
N/A
N/A

$242,01 1,231
N/A
$1,072,644,820
N/A
$531,449,280
N/A
$2,176,007,998
N/A
N/A
$1,612,599,592
N/A
$1,444,562,564
$1,427,247,012
N/A
N/A
N/A
N/A
$557,912,077
$49,928,108
$2,077,884,888
$1,015,477,316
$446,736,046
N/A
$125,595,143
$1,842,525,912
N/A
$2,107,572,240
N/A
$457,942,487
N/A
N/A
N/A
N/A
N/A
N/A
N/A
$3,267,848,402
$420,573,988
N/A
N/A
$36,655,101,451

Not Newly Eligible
N/A
N/A
$1,582,226,470
N/A
N/A
$23,618,161
$19,812,826
$346,304,921
$14,836,016
N/A
N/A
$131,026,590
N/A
$12,903,004
N/A
$24,713,403
N/A
N/A
N/A
N/A
N/A
$1,554,743,109
$59,173,827
$6,399,502
N/A
N/A
N/A
N/A
N/A
$246,019
N/A
N/A
$6,271,188,761
N/A
$2,501,777
$113,470,695
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
$21 1,439,523
N/A
$169,269,010
N/A
N/A
N/A
$10,543,873,614

NOTES: Data reflect expenditures for January through December 2014. See Methodology for more details.
SOURCE: KCMU analysis of Medicaid spending and enroliment data collected from the MBES, CMS, accessed December 201 5.
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State
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
DC
Florida
Georgia
Hawaii
Idaho
lllinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
United States

Appendix Table 3: Preliminary Medicaid Enrollment, CY 2014

Total
1,050,254
121,405
1,732,726
871,098

976,972
851,013
205,356
243,852
3,954,371
1,793,252
333,090
290,376
2,992,947
1,096,804
553,661
369,784
1,200,615
1,351,281
300,720
1,160,217
1,981,413
2,162,402
1,105,285
736,517
840,679
152,200
237,519
556,1 16
167,988
1,652,548
753,184
5,992,264
1,935,493

2,924,123
765,374
1,035,570
2110,761
267,327
1,193,222
108,302
1,504,276
4,330,364
323,730
192,515
931,238
1,678,876
527,194
1,201,672
73,744
58,891,690

New Adult Group
N/A
N/A

359,093
265,032
Data
211,389
188,969
59,841
53,954
N/A
N/A
84,838
N/A
590,415
N/A
121,275
N/A
378,364
N/A
N/A
217,282
343,836
504,430
185.01 1
N/A
N/A
N/A
N/A
164,906
29,406
539,902
184,942
1,494,419
N/A
Data
485,312
N/A
492,687
N/A
54,126
N/A
N/A
N/A
N/A
N/A
51,911
N/A
510.1 55
155,636
N/A
N/A
7,727,131

Newly Eligible
N/A
N/A

61,709
224,870

Not Reported
210,013
177,393
9,961
53,954
N/A
N/A
46,061
N/A
577,455
N/A
112,326
N/A
378,364
N/A
N/A
217,282
470,828
183,824
N/A
N/A
N/A
N/A
164,906
29,124
539,902
184,942
202,684
N/A

Not Reported
448,378
N/A
407,990
N/A
54,126
N/A
N/A
N/A
N/A
N/A
N/A
492,358
155,636
N/A
N/A
5,404,086

Not Newly Eligible
N/A
N/A
297,384
40,162

1,376
11,576
49,880

N/A
N/A
38,777
N/A
12,960
N/A
8,949
N/A

N/A
N/A

343,836
33,602
1,187
N/A

N/A

N/A

N/A

282

1,291,735
N/A

36,934
N/A
84,697
N/A

N/A
N/A
N/A
N/A
N/A
51,91 1
N/A
17,797

N/A
N/A
2,323,045

NOTES: Data reflect prelimi nary maximum enrollment in calendar year 2014. See Methodology for more details.
SOURCE: KCMU analysis of Medicaid spending and enroliment data collected from the MBES, CMS, accessed December 201 5.

Medicaid Expansion Spending and Enrollment in Context: An Early Look at CMS Claims Data for 2014 14



Appendix Table 4: Spending per Enrollee in Expansion States, CY 2014

State Spending per enrollee for Spending per enrollee across all groups
the new adult group (Group VIII) (Traditional and Group Vi)

Arizona $4,811 $5,460
Arkansas $3,652 $6,000
California
Colorado $4,695 $6,519
Connecticut $6,355 $8,806
Delaware $6,337 $8,575
District of Columbia $5,507 $9,572
Hawaii $4,397 $5,930
lllinois $1,839 $5,374
lowa $4,586 $7,616
Kentucky $5,751 $7,159
Maryland $7.422 $8,383
Massachusetts $4,522 $7,587
Michigan $2,981 $6,528
Minnesota $7,749 $9,625
Nevada $3,383 $4,565
New Hampshire $1,706 $8,556
New Jersey $3,849 $8,122
New Mexico $5,491 $5,959
New York $4,495 $9,319
North Dakota
Ohio $4,030 $6,795
Oregon $4,278 $7,030
Rhode Island $8,461 $9,438
Vermont $4,073 $8,112
Washington $6,737 $6,709
West Virginia $2,702 $6,641
Expansion State
szrage $4,513 $7,371

NOTES: Data for January through December 2014. Data are limited to the 27 states that had implemented the Medicaid
expansion effective December 2014. Data reflect spending per enrollee for each state during this period using
expenditures summed across the 4 quarters and the highest level of enroliment reported. Data were not reported for
California and North Dakota. All but 2 of these states (Ml and NH) implemented the expansion January 2014; MI's
expansion became effective April 1, 2014 and NH's expansion became effective August 15, 2014.

SOURCE: Kaiser Commission on Medicaid and the Uninsured analysis of Medicaid spending and enrollment data collected
from the Medicaid Budget and Expenditure System (MBES), Centers for Medicare and Medicaid Services, accessed December
2015. http://medicaid.gov/medicaid-chip-program-information/bv-topics/financing-and-reimbursement/expenditure-
reports-mbes-cbes.html
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Endnotes

1Additionally, not all states reported enrollment data for all periods. The District of Columbia reported enrollment data for all but the
first quarter (January - March 2014). Colorado reported enrollment data for only the first quarter (January - March 2014). Hawaii
reported enrollment data for all but the last quarter (October - Decermber 2014). Nevada, Jersey and Washington reported
enrolhnentoiiﬂat% in each quarter, they did not report enrollment data for each month in the 4thquarter of 2014 (data were reported for
y).
2Additionally, not all states reported enrollment data for all periods. The District of Columbia reported enrollment data for all but the
first quarter (January - March 2014). Colorado reported enrollment data for only the first Iﬂeu\irter Q] anuarz;\; March 2014). Hawaii
reported enrollment data for all but the last quarter (October - Decermber 2014). Nevada, Jersey and Washington reported
enrolhnentoiiﬂat% in each quarter, they did not report enrollment data for each month in the 4thquarter of 2014 (data were reported for
December only).

3Expansion states that do not have any newly-eligible Medicaid beneficiaries because they alread% covered people up to 138%FPL or
higher (e.g Massachusetts) also receive a temporary (January 1, 2014 through December 31, 2015) 2.2 percentage point increase in
their federal matching rate for all populations.

4Robin Rudowitz, “Understanding How States Access the ACA Enhanced Medicaid Match Rates”, Kaiser Family Foundation,
September 2014. http: //ktf.org/medicaid/issue-brief/understanding-how-states-access-the-aca-enhanced-medicaid-match-rates/
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WEB FIRST

By Anne B. Martin, Micah Hartman, Joseph Benson, Aaron Catlin, and the National Health Expenditure

Accounts Team

National Health Spending In 2014:
Faster Growth Driven By Coverage
Expansion And Prescription Drug

Spending

ass:rac US health care spending increased 5.3 percent to $3.0 trillion
in 2014. On a per capita basis, health spending was $9,523 in 2014, an
increase of 4.5 percent from 2013. The share of gross domestic product
devoted to health care spending was 17.5 percent, up from 17.3 percent in
2013. The faster growth in 2014 that followed five consecutive years of
historically low growth was primarily due to the major coverage
expansions under the Affordable Care Act, particularly for Medicaid and
private health insurance, which contributed to an increase in the insured
share of the population. Additionally, the introduction of new hepatitis C
drugs contributed to rapid growth in retail prescription drug
expenditures, which increased by 12.2 percent in 2014. Spending by the
federal government grew at a faster rate in 2014 than spending by other
sponsors of health care, leading to a 2-percentage-point increase in its
share of total health care spending between 2013 and 2014.

otal spending for health care in the
United States increased 5.3 percent
and reached $3.0 trillion in 2014, or
$9,523 per person (Exhibit 1). This
was faster than the rate ofgrowth in
2013 (2.9 percent), which was the lowest in the
fifty-five-year history of the National Health Ex-
penditure Accounts. The acceleration in health
spending growth in 2014 followed five consecu-
tive years of historically low growth, which aver-
aged 3.7 percent. Health care spending grew
1.2 percentage points faster than the overall
economy in 2014 (when the nominal gross do-
mesticproduct [GDP] increased4.1 percent), re-
sulting in a 0.2-percentage-point increase in the
health spending share of GDP—to 17.5 percent.
By comparison, the health spending share of
GDPremainedbetween 17.3 percentand 17.4 per-
cent from 2009 to 2013.
The acceleration in health spending growth in
2014 was primarily driven by faster growth in
private health insurance and Medicaid spending

A
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in 2014, compared to 2013, as well as by rapid
growth in spending on retail prescription drugs
(Exhibit 2). Total private health insurance
spending growth accelerated from 1.6 percent
in 2013 to 4.4 percent in 2014, driven in part
by the expansion of health insurance coverage
under the Affordable Care Act (ACA), which con-
tributed to faster growth in 2014 benefit spend-
ing for prescription drugs, physician and clinical
services, and hospital care, compared to 2013.
Enrollment in private health insurance in-
creased by 2.2 million in 2014, or 1.2 percent,
largely as a result of the net effect of enrollment
in health insurance Marketplace plans (Ex-
hibit 3).

Medicaid spending growth also accelerated in
2014, increasing at a rate of 11.0 percent, com-
pared to a growth rate of 5.9 percent in 2013
(Exhibit 3). The acceleration in 2014 was primar-
ily due to provisions in the ACA that expanded
eligibility (while providing full federal financing
for all newly eligible enrollees) and enhanced
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EXHIBIT 1

National Health Expenditures (NHE), Aggregate And Per Capita Amounts, Share Of Gross Domestic Product (GDP), And Annual Growth, By Source Of
Funds, Calendar Years 2008-14

Source of funds 2008a 2009 2010 2011 2012 2013 2014
EXPENDITURE AMOUNT

NHE, billions $2,402.6 $2,496.4 $2,595.7 $2,696.6 $2,799.0 $2,879.9 $3,031.3
Health consumption expenditures 2,254 .6 2,357.5 2,452.9 2,547 1 2,645.8 2,727 .4 2,877.4
Out of pocket 295.8 294.6 299.5 309.7 318.7 325.5 329.8
Health insurance 1,697.8 1,796.3 1,876.3 1,955.1 2,027.6 2,087.9 2,216.9
Private health insurance 804.7 832.7 863.1 902.5 934.1 949.2 991.0
Medicare 467.0 498.8 520.5 546.1 569.2 586.3 618.7
Medicaid 344.2 374.5 397.2 406.4 422.0 446.7 495.8
Federal 203.1 247.3 266.3 247.0 242.8 257.7 305.1
State and local 141.1 1271 130.8 159.4 179.2 189.0 190.6
Other health insurance programsb 81.9 90.3 95.6 100.1 102.2 105.6 111.4

Other third-party payers and
programs and public health

activity 261.0 266.6 2771 282.3 299.5 314.0 330.7
Investment 148.0 139.0 142.7 149.5 153.2 152.5 153.9
Population (millions) 303.8 306.4 309.0 311.2 313.6 315.9 318.3
GDP, billions of dollars $14,718.6 $14,418.7 $14,964.4 $15,517.9 $16,155.3 $16,663.2 $17,348.1
NHE per capita $7,909 $8,147 $8,402 $8,666 $8,927 $9,115 $9,523
GDP per capita $48,449 $47,053 $48,436 $49,869 $51,523 $52,741 $54,502
Prices (2009 = 100.0)
Chain-weighted NHE deflator 97.7 100.0 102.7 105.1 106.9 108.3 110.2
GDP price index 99.2 100.0 101.2 103.3 105.2 106.9 108.7
Real spending
NHE, billions of chained dollars $2,460 $2,496 $2,529 $2,565 $2,619 $2,660 $2,750
GDP, billions of chained dollars $14,830 $14,419 $14,784 $15,021 $15,355 $15,583 $15,962
NHE as percent of GDP 16.3 17.3 17.3 17.4 17.3 17.3 17.5

annual growth

NHE 4.6% 3.9% 4.0% 3.9% 3.8% 2.9% 5.3
Health consumption expenditures 4.5 4.6 4.0 3.8 3.9 3.1 5.5
Out of pocket 1.8 -0.4 1.6 3.4 2.9 21 1.3
Health insurance 5.5 5.8 4.5 4.2 3.7 3.0 6.2
Private health insurance 3.6 3.5 3.6 4.6 3.5 1.6 4.4
Medicare 7.9 6.8 4.3 4.9 4.2 3.0 5.5
Medicaid 5.7 8.8 6.1 2.3 3.8 5.9 11.0
Federal 9.5 21.8 7.7 -7.2 -1.7 6.1 18.4

State and local 0.6 -9.9 2.9 21.8 12.4 5.5 0.9

Other health insurance programsb 9.9 10.1 5.9 4.7 2.2 3.3 5.5

Other third-party payers and

programs and public health

activity 1.3 2.1 4.0 1.9 6.1 4.9 5.3
Investment 6.9 -6.1 2.7 4.7 2.5 -0.5 0.9
Population 0.9 0.9 0.8 0.7 0.8 0.8 0.7
GDP, billions of dollars 1.7 -2.0 3.8 3.7 4.1 3.1 4.1
NHE per capita 3.7 3.0 3.1 3.1 3.0 21 4.5
GDP per capita 0.7 -2.9 2.9 3.0 3.3 2.4 3.3
Prices (2009 = 100.0)
Chain-weighted NHE deflator 2.0 2.4 2.7 2.4 1.7 1.3 1.8
GDP price index 1.9 0.8 1.2 2.1 1.8 1.6 1.6
Real spending
NHE, billions of chained dollars 2.6 1.5 1.3 1.4 2.1 1.6 3.4
GDP, billions of chained dollars -0.3 -2.8 2.5 1.6 2.2 1.5 2.4

source Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group; and US Department of Commerce, Bureau of Economic
Analysis and Bureau of the Census. notes Definitions, sources, and methods for NHE categories can be found in Centers for Medicare and Medicaid Services. National
Health Accounts methodology paper, 2014: definitions, sources, and methods [Internet]. Baltimore (MD): CMS; 2015 [cited 2015 Dec 2] Available from: http://
www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/Downloads/dsm-14.pdf. Numbers may not add to
totals because of rounding. Percentage changes are calculated from unrounded data. "Annual growth, 2007-08. bincludes health-related spending for Children's
Health Insurance Program (CHIP) Titles XIX and XXI; Department of Defense; and Department of Veterans Affairs.
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EXHIBIT 2

National Health Expenditures (NHE) Amounts And Annual Growth, By Spending Category, Calendar Years 2008-14

Spending category 2008a 2009 2010 2011 2012
EXPENDITURE AMOUNT
NHE, billions $2,402.6 $2,496 .4 $2,595.7 $2,696.6 $2,799.0
Health consumption expenditures 2,254 .6 2,357.5 2,452.9 2,547 1 2,645.8
Personal health care 2,013.9 2,115.9 2,194 1 2,280.4 2,371.8
Hospital care 727.6 778.1 817.6 853.2 902.7
Professional services 649.4 669.5 691.3 721.2 749.5
Physician and clinical services 483.7 500.5 516.4 540.9 563.0
Other professional services 63.7 66.6 69.9 73.3 77.6
Dental services 101.9 102.3 105.0 107.1 108.9
Other health, residential, and personal care 114.5 123.3 129.0 131.8 137.9
Home health care 62.3 67.4 711 73.6 76.9
Nursing care facilities and continuing care
retirement communities 131.5 136.9 140.9 146.8 148.3
Retail outlet sales of medical products 328.6 340.9 344.2 353.8 356.5
Prescription drugs 241.4 252.7 253.0 258.7 259.1
Durable medical equipment 37.7 37.8 39.9 42.3 43.7
Other nondurable medical products 49.5 50.3 51.2 52.8 53.7
Government administration 29.2 29.6 30.2 32.4 33.5
Net cost of health insurance 140.0 137.9 153.2 160.3 164.4
Government public health activities 71.5 741 75.4 74.0 76.0
Investment 148.0 139.0 142.7 149.5 153.2
Noncommercial research 44.3 45.4 49.2 49.6 48.4
Structures and equipment 103.7 93.6 93.5 99.8 104.8
annual growth
NHE 4.6% 3.9% 4.0% 3.9% 3.8%
Health consumption expenditures 4.5 4.6 4.0 3.8 3.9
Personal health care 4.9 5.1 3.7 3.9 4.0
Hospital care 5.2 6.9 5.1 4.3 5.8
Professional services 5.6 3.1 3.3 4.3 3.9
Physician and clinical services 5.5 3.5 3.2 4.7 4.1
Other professional services 7.9 4.6 4.9 4.8 5.9
Dental services 5.1 0.4 2.7 2.0 1.6
Other health, residential, and personal care 5.7 7.7 4.6 2.2 4.6
Home health care 8.4 8.1 5.5 3.6 4.4
Nursing care facilities and continuing care
retirement communities 4.1 4.1 2.9 4.2 1.0
Retail outlet sales of medical products 2.5 3.7 1.0 2.8 0.8
Prescription drugs 2.5 4.7 0.1 2.2 0.2
Durable medical equipment 1.6 0.4 5.6 5.8 3.4
Other nondurable medical products 3.6 1.7 1.8 3.1 1.7
Government administration 0.3 1.4 2.2 7.2 3.3
Net cost of health insurance -2.4 -1.5 111 4.6 2.6
Government public health activities 8.5 3.5 1.8 -1.8 2.7
Investment 6.9 -6.1 2.7 4.7 2.5
Noncommercial research 4.0 2.5 8.5 0.9 -2.4
Structures and equipment 8.3 -9.8 -0.1 6.7 5.0

source Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. notes Definitions, sources, and methods for NHE categories
can be found in the National Health Accounts methodology paper (see Exhibit 1 Notes). Numbers may not add to totals because of rounding. Percentage changes are

calculated from unrounded data. ‘Annual growth, 2007-08.

payments to primary care providers. Medicaid
enrollment grew by 7.7 million in 2014, an in-
crease of 13.2 percent (compared to growth of
1.7 percentin 2013), as twenty-six states plus the
District of Columbia expanded coverage. Expan-
sion in eligibility and enrollment resulted in
faster growth for almost all Medicaid benefit
categories in 2014 compared to 2013—most no-

JA
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tably, physician and clinical services—and led to
additional spending on government administra-
tion and the net cost ofinsurance associated with
Medicaid managed care plans.

Arapidincrease in prescription drug spending
growth—from 2.4 percentin 2013 to 12.2 percent
in 2014 (Exhibit 2)—also contributed to the ac-
celeration in overall health expenditure growth
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2013

$2,879.9
2,727 .4
2,441.3
933.9
767.5
576.8
80.3
110.4
144.5
79.4

150.2
365.8
265.3
44.9
55.6
36.3
173.2
76.6
152.5
46.5
106.0

2.9%
3.1
2.9
3.5
2.4
25
3.5
1.5
4.7
3.3

1.3
2.6
2.4
2.8
3.5
8.5
5.3
0.7

-0.5
-4.1

2014

$3,031.
2,877.
2,563.
971.
801.
603.
84.
113.
150.
83.

N B OO A N O 0O D W

165.6
401.0
297.7

46.4
56.9
40.2
194.6
79.0
163.9
45.5
108.3

5.3%
5.5
5.0
4.1
4.4
4.6
5.2
2.8
4.1
4.8

3.6
9.6
12.2
3.2
2.4
10.7
12.4
3.1
0.9
-2.0
2.2
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EXHIBIT 3

National Health Expenditures (NHE) And Health Insurance Enroliment, Aggregate And Per Enrollee Amounts, And Annual Growth, By Source Of Funds,
Calendar Years 2008-14

Source of funds 2008a 2009 2010 2011 2012 2013 2014
PRIVATE HEALTH INSURANCE

Expenditure (billions) $804.7 $832.7 $863.1 $902.5 $934.1 $949.2 $991.0
Expenditure growth 3.6% 3.5% 3.6% 4.6% 3.5% 1.6% 4.4%
Per enrollee expenditure $4,108 $4,390 $4,646 $4,878 $4,972 $5,056 $5,218
Per enrollee expenditure growth 4.5% 6.9% 5.8% 5.0% 1.9% 1.7% 3.2%
Enrollment (millions) 195.9 189.7 185.8 185.0 187.9 187.7 189.9
Enrollment growth -0.8% -3.2% -2.1% -0.4% 1.5% -0.1% 1.2%
MEdICARE

Expenditure (billions) $467.0 $498.8 $520.5 $546.1 $569.2 $586.3 $618.7
Expenditure growth 7.9% 6.8% 4.3% 4.9% 4.2% 3.0% 5.5%
Per enrollee expenditure $10,520 $10,971 $11,173 $11,439 $11,456 $11,434 $11,707
Per enrollee expenditure growth 5.2% 4.3% 1.8% 2.4% 0.1% -0.2% 2.4%
Enrollment (millions) 44 .4 45.5 46.6 47.7 49.7 51.3 52.8
Enrollment growth 2.6% 2.4% 2.5% 2.5% 4.1% 3.2% 3.1%
medicaid

Expenditure (billions) $344.2 $374.5 $397.2 $406.4 $422.0 $446.7 $495.8
Expenditure growth 5.7% 8.8% 6.1% 2.3% 3.8% 5.9% 11.0%
Per enrollee expenditure $7,293 $7,372 $7.,316 $7,277 $7.,376 $7.676 $7,523
Per enrollee expenditure growth 2.1% 1.1% -0.8% -0.5% 1.4% 4.1% -2.0%
Enrollment (millions)b 47.2 50.8 54.3 55.9 57.2 58.2 65.9
Enrollment growth 3.5% 7.6% 6.9% 2.9% 2.4% 1.7% 13.2%
uninsured and population

Uninsured (millions) 42.2 45.9 48.1 45.6 44.8 44 .2 35.5
Uninsured growth 2.7% 8.9% 4.7% -5.1% -1.9% -1.3% -19.5%
Population (millions) 303.8 306.4 309.0 311.2 313.6 315.9 318.3
Population growth 0.9% 0.9% 0.8% 0.7% 0.8% 0.8% 0.7%
Insured share of total population 86.1% 85.0% 84.4% 85.3% 85.7% 86.0% 88.8%

sources Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group; and US Department of Commerce, Bureau of the
Census. notes Definitions, sources, and methods for NHE categories can be found in the National Health Accounts methodology paper (see Exhibit 1 Notes). Numbers may
not add to totals because of rounding. Percentage changes are calculated from unrounded data. ‘Annual growth, 2007-08. tBased on an unpublished analysis by the CMS
Office of the Actuary of the following sources: (1) enrollment data from the Medicaid Statistical Information System state summary database: Medicaid.gov. MSIS
Medicaid Statistical Information System [Internet]. Baltimore (MD): CMS; [cited 2015 Nov 13]. Available from: http://medicaid.gov/medicaid-chip-program-
information/by-topics/data-and-systems/msis/medicaid-statistical-information-system.html; and (2) CMS-64 quarterly state reports: CMS.gov. CMS-64 quarterly
expense report [Internet]. Baltimore (MD): CMS; [last modified 2012 Mar 28; cited 2015 Nov 13]. Available from: https://www.cms.gov/Research-Statistics-Data-

and-Systems/Computer-Data-and-Systems/MedicaidBudgetExpendSystem/CMS-64-Quarterly-Expense-Report.html.
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in 2014. This rapid increase, which was the high-
est rate since 2002, was in part due to the intro-
duction ofnew drug treatments for hepatitis Cas
well as of those used to treat cancer and multiple
sclerosis.1

In 2014 the number of uninsured individuals
fell by 8.7 million, a decline of 19.5 percent (Ex-
hibit 3). As aresult, the insured share ofthe total
population increased from 86.0 percent in 2013
to 88.8 percent in 2014—the highest share
since 1987.

The federal government’s share of health care
spending increased from 26 percent in 2013 to
28 percent in 2014 as federal expenditures grew
11.7 percent, or 8.2 percentage points faster than
in 2013 (discussed below). A 100 percent federal
match rate for newly eligible Medicaid enrollees,
as well as health insurance premium tax credits
and cost-sharing subsidies paid by the federal

JANUARY 2016 35:

government, accounted for much of the in-
creased share. In contrast, the shares of spend-
ing by households (28 percent) and state and
local governments (17 percent) each fell by 1per-
centage point from 2013 to 2014. The private
business share ofhealth care spending remained
steady in 2013 and 2014, at 20 percent.

The Affordable Care Act

Since its enactment in 2010, numerous provi-
sions of the ACA have affected the health sector.
However, the most significant provisions took
effect in 2014, including major coverage expan-
sions through private health insurance and Med-
icaid. In 2014 Medicaid coverage expanded in
some states to most people under age sixty-five
with incomes of up to 138 percent of the federal
poverty level,2 and enhanced federal matching

1
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payments were provided for newly eligible en- health insurance coverage expanded, faster
rollees. This change in the eligibility criteria is growth in residual use and intensity of services
estimated to have led to an additional 6.3 million occurred for almost all health care goods and
enrollees in 2014.3As a result of this expanded services in 2014 compared to 2013, particularly
coverage, enrollment in Medicaid increased for hospital care, physician and clinical services,
13.2 percentin 2014 (up from growth of 1.7 per- and prescription drugs.

cent in 2013), and spending increased 11.0 per- Medical price growth increased at a rate of
cent (up from growth of 5.9 percent in 2013) 1.8 percentin 2014, following growth of 1.3 per-
(Exhibit 3). cent in 2013. Economywide inflation (as mea-

Health insurance was also expanded through sured by the GDP price index) increased 1.6 per-
private insurers, including health plans pur- cent in both 2013 and 2014, while medical-
chased in the health insurance Marketplaces. specific price growth increased 0.1 percent after
The Marketplaces allow individuals and small a decline of 0.3 percent in 2013. Faster price
businesses (those with fewer than 100 employ- growth for expenditures outside of personal
ees) to purchase policies that by law must guar- health care (such as the net cost of insurance
antee availability of coverage, prohibit annual and investment in structures and equipment)
dollar limits on coverage received, and create more than offset a slight deceleration in overall
an essential health benefits package that pro- prices for personal health care services, such as
vides comprehensive health benefits. Market- for hospital care and other professional services.
place average monthly enrollment was 5.4 mil-
lion in 2014.45 Additionally, the ACA provides
health insurance premium tax credits and cost- Revisions To The National Health
sharing subsidies to eligible individuals and im- Expenditure Accounts
poses new fees on the health insurance sector.6 The health spending estimates in this article dif-

Other provisions of the ACA that took effect fer in two ways from those released December 3,
before 2014 continued to affect overall health 2014.7 First, these estimates reflect new and re-
spending. These include changes to Medicare vised source data that were unavailable for pre-
and Medicaid provider payments, increased vious vintages of the National Health Expendi-
Medicaid prescription drug rebates, reductions
to the size of the Medicare Part D coverage gap,
prescription drug industry fees, and implemen- EXHIBIT 4
tation of the medical loss ratio requirement for

private insurers.7 Factors Accounting For Growth In Per Capita National Health Expenditures, Selected

Calendar Years 2004-14

Factors Accounting For Growth
Aggregate national health spending grew 5.3 per-
centin2014, or 4.5 percentper capita (Exhibitl).
This per capita growth can be examined further
by analyzing the impact of medical price infla-
tion (which includes overall economywide price
inflation and medical-specific price inflation)
and nonprice factors, such as shifts in the age
and sex mix of the population and residual use
and intensity of services. Of the 4.5 percent in-
crease in per capita health spending in 2014,
changes in the age and sex mix ofthe population
accounted for 0.6 percentage point, medical
price inflation accounted for 1.8 percentage
points, and the change in residual use and inten-
sity accounted for the remaining 2.1 percentage
points (Exhibit 4). . ; ; ; ; -
There was a substantial increase in the portion 2004-08 2009 2010 2011 2012 2013 2014
of health spending growth attributed to residual
use and intensity of services in 2014. In 2013 the .., c. Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statis-
growth rate for this factor was just 0.2 percent, tics Group. note Medical price growth, which includes economywide and excess medical-specific
but it accelerated to 2.1 percent in 2014 and ac- pri_ce growth (?r chgnges in mz_adical—specific prices_ in excess of economywide inflation),_ is calculated
. using the chain-weighted national health expenditures (NHE) deflator for NHE. “Residual use and
counted for almost half of per capita health

intensity” is calculated by removing the effects of population, age and sex factors, and price growth
spending growth. As Medicaid and private from the nominal expenditure level.

Per capita spending growth
* Medical prices
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EXHIBIT S

ture Accounts. In particular, the 2013 growth
rate for national health spending was revised
down from 3.6 percent to 2.9 percent, mainly
because of downward revisions to the estimates
for physician and clinical services and hospital
spending.

Second, every five years the National Health
Expenditure Accounts undergo acomprehensive
review and revision process that ensures that the
concepts, definitions, methods, and data sources
used in the accounts reflect the most current and
complete information available. Most revisions
prior to 2013 largely reflect this comprehensive
review. Notable revisions include the incorpo-
ration of data from the 2012 Economic Census8
and other “benchmark” data sources, as well as
shifts within payer and service categories to
more accurately align the estimates, such as a
new method for estimating Medicaid managed
care spending by service.

In total, changes due to the comprehensive
and routine revisions resulted in a downward

revision of $18.3 billion in 2012, or 0.7 percent
of national health expenditures, compared to
last year’s report. In addition, the GDP was re-
vised down by $7.9 billion for 2012.9As a result,
the health spending share of GDP for 2012 is now
reported as 17.3 percent, down from the previ-
ously reported share of 17.4 percent.7

Sponsors Of Health Care

The main sponsors of health care are house-
holds, private businesses, the federal govern-
ment, and state and local governments that fi-
nance the nation’s health care bill. In 2014
households and the federal government ac-
counted for the largest shares of spending
(28 percent each), followed by private busi-
nesses (20 percent), and state and local govern-
ments (17 percent) (Exhibit 5). Overall, total
government expenditures accounted for alarger
share of health spending in 2014 (45 percent)
than in either 2012 or 2013 (44 percent). The

National Health Expenditures (NHE) Amounts, Annual Growth, And Percent Distribution, By Type Of Sponsor, Calendar Years 2008-14

Type of sponsor
EXPENDITURE AMOUNT
NHE, billions

Businesses, household, and
other private revenues
Private businesses
Household
Other private revenues
Governments

Federal government

State and local governments

annual growth

NHE

Businesses, household, and other

private revenues
Private businesses
Household
Other private revenues
Governments

Federal government

State and local governments

percent distribution

NHE
Businesses, household, and
other private revenues
Private businesses
Household
Other private revenues
Governments

Federal government

State and local governments

2008a 2009 2010 2011 2012 2013 2014
$2,402.6 $2,496.4 $2,595.7 $2,696.6 $2,799.0 $2,879.9 $3,031.3
1,411.5 1,4121 1,444.6 1,605.6 1,681.0 1,618.3 1,672.6
513.8 514.6 518.8 546.7 571.9 581.9 606.4
724.6 729.8 751.2 777.5 811.7 827 .4 844.0
1731 167.8 174.6 181.5 197.4 209.1 222.2
991.1 1,084.3 1,151.1 1,190.9 1,218.0 1,261.6 1,358.7
581.1 680.0 7311 730.8 730.0 755.5 843.7
409.9 404.3 420.0 460.2 488.0 506.0 515.0
4.6% 3.9% 4.0% 3.9% 3.8% 2.9% 5.3
2.9 0.0 2.3 4.2 5.0 2.4 3.4
1.3 0.1 0.8 5.4 4.6 1.7 4.2
4.4 0.7 2.9 3.5 4.4 1.9 2.0
1.7 -3.1 4.1 4.0 8.8 5.9 6.3
71 9.4 6.2 3.5 2.3 3.6 7.7
10.0 17.0 7.5 -0.1 -0.1 3.5 1.7
3.3 -1.4 3.9 9.6 6.1 3.7 1.8
100% 100% 100% 100% 100% 100% 100%
59 57 56 56 56 56 55
21 21 20 20 20 20 20
30 29 29 29 29 29 28
7 7 7 7 7 7 7
41 43 44 44 44 44 45
24 27 28 27 26 26 28
17 16 16 17 17 18 17

sour ce Centers forMedicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. notes Definitions, sources, and methods forNHE categories
can be found in the National Health Accounts methodology paper (see Exhibit 1 Notes). Numbers may not add to totals because of rounding. Percentage changes are
calculated from unrounded data. "Annual growth, 2007-08.
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shift toward more government spending was
influenced mainly by strong growth in federal
government spending, along with continued
low growth in household expenditures in 2014.

Growth in federal government spending out-
paced growth in expenditures for all other spon-
sors of health care in 2014, increasing 11.7 per-
cent, compared to 3.5 percentin 2013. This faster
growth led to a 2-percentage-point increase in
the federal government’s share of total health
spending—from 26 percentin 2013 to 28 percent
in 2014. The acceleration was mainly the result of
provisions of the ACA, such as Medicaid enroll-
ment expansion and health insurance premium
tax credits. Medicaid spending by the federal
government increased 18.4 percent in 2014,
compared to 6.1 percent in 2013.

Households continued to be the largest spon-
sor ofhealth carein 2014 at28 percent, although
their share was down from 29 percent in 2013.
Compared to growth of 4.4 percent in 2012,
household health spending growth was slower
in 2013 and 2014, increasing 1.9 percent and
2.0 percent, respectively. Household health
spending includes out-of-pocket payments,
household payments for private health insur-
ance and Medicare premiums, and payroll taxes
dedicated to the Medicare program. Household
contributions to private health insurance premi-
ums (representing a 38 percent share of total
household expenditures) increased just 0.1 per-
cent in 2014 after growing 1.4 percent in 2013,
mainly as a result of health insurance premium
tax credits paid by the federal government. These
credits reduced the premiums that households
with eligible individuals paid for Marketplace
plans. Out-of-pocket spending (which accounted
for 39 percent of total household expenditures)
grew at a slightly slower rate in 2014, increasing
1.3 percent following growth of 2.1 percent
in 2013.

Health spending by private businesses, which
includes employers’ contributions to private
health insurance premiums and other health
care programs, increased 4.2 percent in 2014,
compared to a growth rate of 1.7 percent in
2013. Despite the accelerated growth in 2014,
private businesses continued to account for
20 percent oftotal health spending—a share that
has remained stable since 2010. The major driver
of growth in private business spending in 2014
was employer contributions to private health in-
surance premiums, which accounted for a76 per-
cent share of this category and increased 3.7 per-
cent, compared to growth of 1.1 percentin 2013.

State and local governments accounted for
17 percent of health spending in 2014, a 1-per-
centage-point decline from their share in 2013.
Growth in health expenditures for state and local

JA
Downloaded from content.healthaffairs.org by Health Affairs on December 7, 2015

governments slowed to 1.8 percentin 2014, com-
pared to 3.7 percent in 2013. The deceleration
was driven by slower growth in state and local
Medicaid spending, which grew 5.5 percent in
2013 but only 0.9 percent in 2014, mostly as a
result of slow enrollment growth in the nonex-
pansion population.

Private Health Insurance

Total private health insurance spending in-
creased 4.4 percent and reached $991.0 billion
in 2014, accounting for one-third of total nation-
al health care expenditures. This was a faster
growth rate than in 2013 (1.6 percent), when
private health insurance spending grew at the
slowest pace since 1967. In 2014 numerous
ACA provisions became effective, including the
implementation of Marketplace plans, the intro-
duction ofhealth insurance premium tax credits,
new health insurance industry fees, and mandat-
ed changes to benefit designs, all of which creat-
ed upward pressure on 2014 private health insur-
ance spending growth.

The number of people in the United States
covered by private health insurance reached
189.9 million in 2014, up from 187.7 million in
2013—an increase of 1.2 percent. Private health
insurance enrollment grew primarily because of
individuals who gained coverage under the new
Marketplace plans. Per enrollee private health
insurance spending increased 3.2 percent in
2014, following a smaller increase of 1.7 percent
in 2013.

Expenditures for private health insurance
medical benefits grew 4.1 percentin 2014, accel-
erating from growth of 1.5 percent in 2013. This
acceleration was driven by faster growth in
spending for retail prescription drugs, physician
and clinical services, and hospital care in 2014,
compared to 2013. Rapid growth in retail pre-
scription drug spending in 2014 was due in part
to the introduction of new drug treatments for
hepatitis C.1Faster growth in private health in-
surance expenditures for physician and clinical
services and hospital care in 2014, compared to
2013, was driven by increased use mainly due to
enrollment growth.

Although spending for private health insur-
ance benefits increased in 2014, their share of
total private health insurance spending was
down slightly, from 87.9 percent in 2013 to
87.7 percent in 2014. Growth in the net cost of
insurance, or the difference between revenue
and benefits, was 6.6 percent in 2014 and pri-
marily reflected fees associated with the ACA, as
well as other administrative costs related to in-
creased private health insurance enrollment.
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Growth

A rapid increase in
prescription drug spending
growth, from 2.4 percent
in 2013 to 12.2 percent in
2014, contributed to the
acceleration in overall
spending growth seen in
2014.
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Medicaid

Total Medicaid spending by the federal govern-
ment and state and local governments reached
$495.8 billion in 2014 and accounted for 16 per-
cent of total national health expenditures. Fol-
lowing growth of 5.9 percent in 2013, Medicaid
spending increased 11.0 percent in 2014—the
fastest rate of growth since 2001.

The primary driver of faster Medicaid spend-
ing growth in 2014 was enrollment in Medicaid
resulting from the eligibility expansion under
the ACA. After growing 1.7 percent in 2013, en-
rollment jumped an estimated 13.2 percent in
2014—the fastestrate ofgrowth since 1991, when
Medicaid enrollment increased 13.8 percent.
This growth rate was also faster than during
the two most recent recessions in 2002 and
2009, when enrollment growth peaked at
9.8 percent and 7.6 percent, respectively.

Per enrollee Medicaid spending declined at a
rate of 2.0 percent in 2014 after growing 4.1 per-
cent in 2013, as the newly insured tended to be
lower-cost individuals.2 The share of total Med-
icaid enrollees who were adults and children
(groups that are generally less expensive than
the aged and disabled) increased in 2014, com-
pared with 2013.2

Faster growth in spending for government ad-
ministration and the net cost of insurance was
also a contributor to the overall acceleration in
Medicaid spending growth in 2014, with expen-
ditures increasing 30.4 percent after growing
13.8 percent in 2013. This faster rate of growth
in 2014 was driven primarily by increased enroll-
ment, particularly for managed care, as new en-
rollees tended to join Medicaid managed
care plans.

Medicaid spending for physician and clinical
services, hospital care, and prescription drugs
increased at a faster rate in 2014 than in the
previous year. Expenditures for physician and
clinical services grew 22.8 percent, up from
growth of 11.0 percent in 2013, because of both
increased enrollment and ACA provisions that
required states to pay fees to primary care pro-
viders that were at least equal to the fees that
Medicare paid to primary care providers in 2013
and 2014.10 After growing 4.0 percent in 2013,
Medicaid hospital spending increased 7.6 per-
cent in 2014, largely reflecting increased enroll-
ment. Medicaid prescription drug expenditures
grew 24.3 percent in 2014, up from growth of
4.2 percentin 2013, as aresult of increased en-
rollment and spending for drugs that treat hep-
atitis C.10

Federal Medicaid expenditures grew at amuch
faster rate than did state and local Medicaid
spending in 2014. Federal Medicaid expendi-
tures increased 18.4 percent—compared to
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growth of 6.1 percent in 2013—since expendi-
tures for newly eligible enrollees under the
ACA were fully financed by the federal govern-
ment. State and local Medicaid spending grew
just 0.9 percent (compared to 5.5 percent in
2013), primarily as aresult of the low enrollment
growth of the nonexpansion population.

Medicare

Total Medicare spending reached $618.7 billion
in 2014 and accounted for 20 percent of total
health expenditures. After growing 3.0 percent
in 2013, Medicare spending grew 5.5 percent in
2014. This was the fastest rate of growth since
2009 (when spending increased by 6.8 percent)
and was primarily attributable to faster growth
in spending for prescription drugs, physician
and clinical services, and government adminis-
tration and the net cost of insurance.

Fee-for-service Medicare expenditures, which
accounted for 70 percent of total Medicare
spending in 2014, increased 3.1 percent com-
pared to growth of 1.3 percentin 2013. Medicare
Advantage spending accounted for the remain-
ing 30 percent of total Medicare expenditures,
and in 2014 these expenditures increased
11.6 percent, following growth of 7.7 percent
in 2013.

Total Medicare enrollment increased 3.1 per-
centin 2014, similar to the increase of3.2 percent
in 2013. Continued strong enrollment growth in
Medicare Advantage plans helped offset slower
enrollment growth in traditional fee-for-service
plans in 2014. Medicare Advantage enrollment
increased 10.0 percent in 2014 (compared with
growth 0f9.4 percentin 2013). This was consid-
erably faster than growth in fee-for-service en-
rollment, which increased only 0.4 percent
(compared with 1.0 percent in 2013).

Medicare per enrollee spending growth accel-
erated in 2014, increasing 2.4 percent after in-
creasing just 0.1 percent in 2012 and declining
0.2 percent in 2013.11In the two years prior to
2014, slower and declining per enrollee expen-
ditures were influenced by a combination of one-
time payment reductions and policies put in
place by the ACA and budget sequestration.

Faster growth in per enrollee spending in 2014
was also affected by increased use of health care
goods and services, especially prescription drugs
and physician services. Following growth of
9.5 percent in 2013, Medicare prescription drug
spending increased 16.9 percentin 2014, primar-
ily because of the use of new and expensive spe-
cialty drugs, including those used in treating
hepatitis C.2 Additionally, growth in Medicare
spending for physician and clinical services ac-
celerated in 2014—increasing 5.0 percent from
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The return to faster
growth and an
increased share of
GDP in 2014 was
largely influenced by
the coverage
expansions of the
Affordable Care Act.

2.9 percentin 2013—because of alarger increase
in the physician fee schedule payment update

and an increase in the volume and intensity of
services.

Also contributing to the increase in total Medi-
care expenditures in 2014 was faster spending
growth for government administration and the
net cost of insurance, which increased 8.1 per-
cent in 2014 after growing 2.1 percent in 2013.
The net cost of Medicare Advantage accounted
for just over half of all Medicare administration
spending in 2014, with expenditures increasing
9.7 percent, compared to 1.6 percent in 2013.
These Medicare Advantage net cost expenditures
increased mainly as a result of health insurance
industry fees that were imposed on Medicare
Advantage plans in 2014, as mandated by
the ACA.B

Out-Of-Pocket Spending
Total out-of-pocket spending—which includes
direct consumer payments such as copayments,
deductibles, coinsurance, and any spending on
noncovered services—increased 1.3 percent in
2014, reaching $329.8 billion, and accounted
for 11 percent of total health care expenditures.
Following growth of 2.1 percent in 2013, the
slightly slower growth in out-of-pocket spending
in 2014 was affected by changes in health care
coverage, most notably fewer out-of-pocket pay-
ments by those without insurance and more by
those with Medicaid and directly purchased
coverage. X4

Compared to 2013, faster out-of-pocket spend-
ing growth in 2014 for prescription drugs (par-
ticularly because of increased use of high-cost
specialty drugs) and other professional services
was more than offset by a decline in out-of-pock-

et spending for hospital services and slower
growth in such spending for physician and clini-
cal services (both of which were due to increased
insurance coverage).

Retail Prescription Drugs
In 2014 growth in total retail prescription drug
expenditures accelerated sharply, increasing
12.2 percent to $297.7 billion. This rate com-
pares to growth of 2.4 percent in 2013 and
0.2 percent in 2012 and represents the largest
annual increase since 2002. The strong growth
in prescription drug expenditures in 2014 was
caused by increased spending on new medicines
(particularly for specialty drugs such as those
used to treat hepatitis C), a smaller impact from
patent expirations than in previous years, and
price increases for brand-name drugs.1The sin-
gle largest driver of growth in specialty drug
spending in 2014 was the impact of new treat-
ments for hepatitis C, which contributed
$11.3 billion in new spending.1

Prescription drug price growth continued to
be affected by faster growth in 2014 (compared
to 2013) in prices for brand-name medications
and declines in prices for generic drugs.’5 Be-
cause generic drugs cost substantially less than
their brand-name counterparts,16 it is not un-
common to see increases in the generic dispens-
ing rate, especially when blockbuster drugs lose
their patent protection. In 2014 the generic dis-
pensing rate was 81.7 percent, up from 80.1 per-
cent in 2013 and 77.3 percent 2012.17

Nonprice factors also grew at a faster rate in
2014. The number of retail prescriptions dis-
pensed increased 1.8 percentin 2014 (compared
to growth of 1.2 percent in 2013), primarily be-
cause the number of Medicaid prescriptions dis-
pensed grew dramatically—a result of the ACA’s
enrollment expansion.1

The growth rate for prescription drug expen-
ditures increased in 2014 for private health in-
surance, Medicare, and Medicaid. Private health
insurance spending on prescription drugs in-
creased 11.3 percent, following growth of1.0 per-
centin 2013. Medicare spending on prescription
drugs also accelerated, growing 16.9 percent in
2014 compared to 9.5 percent in 2013, while
growth for Medicaid prescription drug spending
accelerated from 4.2 percentin 2013 to 24.3 per-
cent in 2014.

Hospital Care

Expenditures for hospital care increased 4.1 per-
centin 2014, accelerating from growth of3.5 per-
cent in 2013, and reached $971.8 billion. The
faster growth in hospital spending in 2014 re-
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fleeted a resurgence in growth of nonprice fac-
tors, such as the use and intensity of services. For
example, the number of inpatient days and hos-
pital discharges increased by 0.8 percent and
0.7 percent, respectively, in 2014,189 following
slower or declining growth in inpatient admis-
sions, inpatient surgeries, and outpatient visits
in 2013.201In contrast, price growth, as measured
by the Hospital Producer Price Index, increased
ataslower rate in 2014 than in 2013—1.3 percent
and 2.2 percent, respectively.2l

For Medicaid, private health insurance, and
Medicare, spending growth for hospital services
accelerated in 2014. Following growth 0f4.0 per-
cent in 2013, Medicaid spending for hospital
services increased 7.6 percentin 2014, primarily
as a result of expanded Medicaid coverage.2Pri-
vate health insurance spending for hospital care
increased 3.5 percentin 2014, following growth
of 2.7 percent the year before—the slowest rate
since 1996. Similar to Medicaid, private health
insurance spending for hospital services was
influenced by increased private health insurance
enrollment. Compared to the hospital spending
growth rates for Medicaid and private health
insurance, growth in Medicare hospital expen-
ditures experienced a smaller acceleration, in-
creasing 2.9 percent in 2014, compared to
2.2 percentin 2013.

Out-of-pocket spending on hospital services,
which includes expenditures for copayments
and deductibles, declined 4.1 percent in 2014,
down from a growth rate of 4.7 percent in
2013. This decline was influenced by expanded
coverage through Medicaid and private health
insurance.

Physician And Clinical Services
Spending for physician and clinical services grew
4.6 percentin 2014, reaching $603.7 billion. This
was an acceleration from 2013, when spending
grew at a historically low rate of 2.5 percent.
As with hospital services and retail prescrip-
tion drugs, expenditure growth for physician
and clinical services accelerated in 2014 for Med-
icaid, private health insurance, and Medicare.
Spending for Medicaid physician and clinical
services—which increased 22.8 percent in
2014, compared to 11.0 percent in 2013—was
influenced by expanded Medicaid enrollment
eligibility under the ACA and increased primary
care provider fees that affected growth in 2013
and, to a greater extent, in 2014.10Private health
insurance spending also contributed to the ac-
celeration in expenditure growth for total physi-
cian and clinical services, increasing 1.2 percent
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in 2014 after a decline of 0.1 percent in 2013.
Finally, Medicare spending for physician and
clinical services increased 5.0 percent in 2014,
following a smaller increase of 2.9 percent
in 2013.

Physician expenditures accounted for 80 per-
cent of spending for total physician and clinical
services in 2014. Over the past decade the physi-
cian share declined, as spending for clinical ser-
vices continued to increase more rapidly than
physician expenditures. In 2014 spending for
physician services increased 4.6 percent (accel-
erating from growth of 1.7 percent in 2013),
while spending for clinical services increased
5.0 percent (slowing from 5.5 percent in
2013). Continued strong growth in spending
for clinical services in 2014 resulted from rapid
spending growth in outpatient care centers, such
as community health centers, and in kidney di-
alysis centers. However, for overall clinical ser-
vices, expenditure growth was moderated by a
decline in spending for freestanding ambulatory
surgical centers.

For physician and clinical services, growth in
both price and nonprice factors, such as residual
use and intensity, accelerated in 2014 compared
to 2013. Prices increased 0.5 percentin 2014 (up
slightly from growth of 0.1 percent in 2013),2
influenced in part by a Medicare physician pay-
ment update of 0.5 percent compared to an up-
date of 0.0 percent in 2013.2 Nonprice factors
also grew faster in 2014—driven, in part, by cov-
erage expansions resulting from the ACA, partic-
ularly for Medicaid.23

Conclusion

The expansion ofinsurance coverage, particular-
ly through Medicaid and private health insur-
ance, and rapid growth in retail prescription
drug spending fueled a 5.3 percent increase in
total national health care expenditures in 2014.
This increase compares to historically low health
spending growth from 2009 to 2013, when
growth averaged only 3.7 percent. Health expen-
ditures grew faster than the overall economy in
2014, as the GDP increased 4.1 percent. As a
result, the health spending share of GDP in-
creased from 17.3 percentin 2013 to 17.5 percent
in 2014. The return to faster growth and an in-
creased share of GDP in 2014 was largely influ-
enced by the coverage expansions of the Afford-
able Care Act. Buthow the health sector responds
to the evolving access and incentive landscape,
as well as underlying economic conditions, will
determine the future trajectory of health spend-
ing growth. m
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