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May 6, 2019 

Secretary Alex Azar 
Department of Health and Human Services 
Hubert H. Humphrey Building 
200 Independence Avenue SW. 
Washington, D.C. 20201 

Re: Request for Information  on  Increasing Consumer Choice  Through the Sale of 
Individual Health Insurance  Across State Lines through Health Care Choice  
Compacts; CMS  9921-NC (RIN 0938-ZB45)  

Dear Secretary Azar, 

Covered California is submitting comments in response to the request for information 
(RFI) on the sale of individual health insurance coverage across state lines through 
Health Care Choice Compacts. We provide the following comments based on our 
experience and analysis of the necessary efforts to ensure ongoing sustainability for a 
state-based marketplace, maintaining a viable risk-mix, and providing effective services 
to the consumers we serve. Through our strong relationships with the 11 health 
insurance companies participating in Covered California, we have created a robust 
health insurance market that fosters a competitive environment while empowering 
consumers to choose plans that give them the best value. 

While this RFI is in direct response to the  Presidents Executive Order 13813,  
“Promoting Healthcare Choice and Competition Across the United States,” we take this 
opportunity to  highlight the current rules around interstate compacts  as well as  the  
importance  of  patient-centered benefit designs.  

As the RFI states, section 1333 of the Patient Protection and Affordable Care Act (ACA) 
provides specific criteria under which two or more states may enter into a Health Care 
Choice Compact to offer one or more qualified health plans (QHPs) in the individual 
market in any state included in the compact.  It is important to note that to date, no state 
has enacted a law authorizing it to enter into a Health Care Choice Compact as 
described in section 1333 of the ACA.  According to the National Association of 
Insurance Commissioners (NAIC), simply allowing for QHPs to be sold across state 
lines would not provide consumers with more options.  NAIC believes that interstate 
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sales would actually reduce  options to consumers because out-of-state insurers would 
be able to lure healthy  enrollees away from  existing  risk pools by offering less rich  
plans.  This would in turn force insurers to cover less and less as they attempt to  
discourage the sickest consumers from  applying.1  

The RFI specifically asks for feedback on how states allowing issuers to sell individual 
health insurance coverage across state lines through  Health Care Choice Compacts 
would impact access to  and the  utilization of  medical services.   Research has proven  
that more choice in benefit design, in fact, has an  adverse effect on  decision  making, 
leading to  consumers making  poorer decisions  on plan selection, especially among the  
most financially vulnerable.2   It is important to  understand that a key driver of health  
insurance premiums is local costs of  health care.3   Simply allowing for the sale of health  
insurance across state lines does not change the  fact that health care is local and  that it 
is enormously difficult for out-of-state insurers to build local provider networks, while  
meeting local regulatory and benefit mandates.4    

Since its inception, Covered California has worked through a process that has engaged  
insurers, clinicians, hospital representatives, and consumer advocates to  establish  
Covered California’s  patient-centered benefit designs.  All 11 health  plans  participating  
in Covered California  offer identical patient-centered benefit designs, maximizing their  
impact on consumers and  providers’ practices while minimizing the  confusion  for 
consumers and  providers.  These priorities align benefit design with  the goal of  
supporting patients in  getting the right care at the right time. As stated in the  article 
“Toward Lower Costs and  Better Care —  Averting a Collision between Consumer- and  
Provider-Focused Reforms,”  published in  the New England Journal of Medicine, “The  
aim is to enable consumers to make  apples-to-apples comparisons among plans based  
on cost and  network composition (rather than hard-to-interpret differences in  
deductibles and copayments) and to ensure that consumers do  not face undue  financial 
barriers to receiving primary and  other high-value care.”   Most importantly, Covered  
California’s patient-centered  benefit designs allow consumers at every metal tier to visit 
their primary care physician without being subject to  a deductible.   

In California, our patient-centered benefit designs work to minimize the factors that 
consumers must weigh when selecting a health plan to premium, provider network, and 
quality because the applicability of the deductible is standardized for all benefits within a 
metal tier.  To illustrate the substantial differences that exist between Silver plans in 
different states, consider the plan choices available in Sacramento, California versus 
Atlanta, Georgia (see Table 1 below). 

1  Interstate Health Insurance Sales: Myth vs. Reality  –  National  Association  of Insurance Commissioners   
2  Do Individuals Make Sensible Health Insurance Decisions? Evidence from  a Menu with Dominated  
Options  –  Working Paper 21160, National Bureau of Economic Research   
3  Selling  Insurance Across State Lines  –  American Academy of Actuaries   
4  Selling  Health Insurance Across State Lines: An Assessment of State Laws and  Implications  for 
Improving Choice and Affordability  of Coverage  –  The  Center on Health Insurance Reforms, Georgetown  
University Health Policy  Institute  

https://www.coveredca.com/PDFs/2019-Health-Benefits-table.pdf
https://www.nejm.org/doi/full/10.1056/NEJMp1514921
https://www.nejm.org/doi/full/10.1056/NEJMp1514921
https://www.naic.org/documents/topics_interstate_sales_myths.pdf
https://www.actuary.org/content/selling-insurance-across-state-lines-0
https://poseidon01.ssrn.com/delivery.php?ID=014117064098127089068103031071002069057020066018053053081100097094127113075126006093100057062011027030018070000000110000088002051035011087029122108107103121085096122061001031089116002119079073087017028023085124118014072025004103072095017009066111072002&EXT=pdf
https://poseidon01.ssrn.com/delivery.php?ID=014117064098127089068103031071002069057020066018053053081100097094127113075126006093100057062011027030018070000000110000088002051035011087029122108107103121085096122061001031089116002119079073087017028023085124118014072025004103072095017009066111072002&EXT=pdf
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Table 1: Comparison of 2018 Silver Plans for a 27-Year Old in Sacramento vs. Atlanta 

Sacramento, CA Atlanta, GA 

Number of Silver Plans 5 11 

Number of Carriers 5 2 

Monthly Net Premium (after 
Advanced Premium Tax 
Credit) 

$244 - $382 $270 - $332 

Deductibles $2,500 Medical 

$130 Drug 
$2,750 - $7,050 Combined 

Maximum Out-of-Pocket $7,000 $6,000 - $7,350 

Factors Consumers Must 
Consider When Selecting a 
Plan 

Premiums  ✓ 

Provider Networks  ✓ 

Quality  ✓ 

Premiums  ✓ 

Deductibles  ✓ 

Cost-sharing amounts  ✓ 

Maximum Out-of-Pocket ✓ 

Provider Networks  ✓ 

Quality  ✓ 

In the 2016 Benefit and Payment Parameters, HHS introduced “standardized options” in  
the FFE individual market.   HHS cited the improvement and stability  of the exchanges 
and support for consumers’ ability to make informed choices when  purchasing  
insurance  as the intent for establishing these  plans.  In  the 2016  final rule, HHS  
established  a standardized option with a specific cost-sharing structure at each  of the  
Bronze, Silver, and  Gold metal levels that consisted of a  fixed  deductible; fixed  
maximum  out-of-pocket limit,  and  fixed copayment or coinsurance  for a key set of  
essential health  benefits  (EHBs)  that comprise a large percentage of  the total allowable 
costs for an  average enrollee.  In their overview of the  2019 Benefit and  Payment rule,  
in which this Administration sought to dramatically reduce the availability of  
standardized options, the Commonwealth Fund noted that state-based  marketplaces 
are moving in the opposite direction of the FFM.  State-based  marketplaces, like 
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Covered California, have  been  the leader in simplifying plan options for consumers and  
driving the individual market toward higher-value health plans.5  

While HHS states in this RFI that they do not want to preempt state law or impede the 
role states play as the primary regulators of insurance, the fact is that state regulators 
can only enforce laws within their jurisdiction. The fragmented and confusing role of 
regulatory enforcement that is associated with the sale of insurance across state lines 
will likely lead to fraud and abuse as well as significantly decrease consumer 
protections. Trying to further expand the sale of insurance across state lines is 
undoubtedly an attempt to impede the role states play as the primary regulator of 
insurance. 

Thank you for your consideration of our comments. If you have any questions or would 
like more information, please feel free to contact me. 

Sincerely, 

Peter V. Lee 
Executive Director 

cc:  Covered California Board of Directors  

5  The Trump Administration’s New Marketplace Rules: Regulatory  Simplification  or More Complexity for 
Consumers?  –The Commonwealth Fund  

https://www.commonwealthfund.org/blog/2018/trump-administrations-new-marketplace-rules-regulatory-simplification-or-more-complexity
https://www.commonwealthfund.org/blog/2018/trump-administrations-new-marketplace-rules-regulatory-simplification-or-more-complexity


 

 

 

 
  

   
  

  

    

  
    

  
 

         
        

    
     

    
    

   

   
 

    

        
      

  

      
    

    

   
   

April 17, 2019 

Mr. Ted Calvert 
California Office of Statewide Health Planning and Development (OSHPD) 
2020 West El Camino Avenue, Suite 800 
Sacramento, CA 95833 

Dear Ted, 

On Covered California’s behalf, I am pleased to submit the attached suggested use 
cases for the Healthcare Cost Transparency Database, often referenced as an All Payer 
Claims Database or APCD. We expect that OSHPD’s APCD implementation will 
provide great value to stakeholders and Californians in general, and we anticipate a 
substantive and ongoing partnership with you during your effort. 

These use cases from Covered California are grounded in our role as a public entity 
interested in past, current, and future enrollees’ access to and utilization of high quality, 
cost-effective medical care. Nonetheless, almost all our proposed use cases apply 
broadly to most insurance markets, not just individual and small group. We expect 
these use cases to have similar applications for a variety of other purchasers and 
market-organizers broadly (both public and private) who share our commitment to find 
opportunities to help health care markets deliver increasingly higher-value care. 

Like OSHPD, we observe strict requirements emphasizing protection of individuals’ data 
privacy.  Our suggested use cases’ data analyses rely on the prerequisite guarantee of 
protecting patient confidentiality and information security at all times. 

Critical Data Attributes: In addition to providing the attached use cases, Covered 
California suggests that the OSHPD APCD adopt the following among its foundational 
data elements: 

•	 Allowed cost information comprised of the insurer / payer paid amount and the 
consumer cost share amounts. Given the California market, a fee-for-service 
equivalent amount for capitated services also is essential. 

•	 Provider identification accomplished via the individual practitioner National 
Provider Identifier (NPI); a comprehensive facility identifier (e.g., OSHPD 
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identifier) encompassing inpatient hospitals, outpatient diagnostic / treatment 
centers, and ambulatory surgery centers; the one-to-many roll-up of practitioners 
to medical practices; and the organization of facility and practitioner identifiers to 
show the composition of delivery system entities like Accountable Care 
Organizations (ACOs). To provide detailed analysis in patterns in care, it is 
essential to identify the individual (rendering) provider, and not rely only the tax 
ID, for example. California is fortunate to have the statewide provider directory 
utility, Symphony (being deployed by IHA), that can provide the foundation for 
claims data submission standards and APCD data augmentation to support 
these provider identification needs. 

•	 Product identification distinguishing each carrier’s products and, as 
appropriate, networks. The goal here should also be to distinguish each product 
type in single carrier, multiple product arrangements (e.g., carrier provides a 
client with HDHP, PPO, EPO, and HMO products). For example, Covered 
California currently accomplishes this via the combination of carrier, plan type, 
metal tier, metal tier variant, and Health Insurance Oversight System (HIOS) ID. 
Regardless, HIOS ID is a necessary product identification component in all 
individual and small group health insurance markets. 

•	 Alternative Payment Model (APM) non-claims financial payments and penalty 
amounts. APM data templates are available from several other state APCDs that 
include this APM data. 

•	 Premium amounts and benefit coverage information are also essential data 
for the commercial market.  One approach to capture benefits information would 
be to collect the full HIOS ID for every product in the individual and small group 
markets – on and off-Exchange -- along with each product’s assigned actuarial 
value (AV), or even additional plan design details from SERFF filings. Capturing 
the AV for the large group market (with a standardized methodology, such as 
with the CMS Actuarial Value Calculator) may be the only possible approach to 
capture a benefits coverage proxy in the near term given the myriad benefit 
designs in the experience-rated market. 

•	 Payer and provider identifiable records are essential to perform a wide range 
of expected analyses, but will require data use safeguards to ensure that the 
identities of the payer and provider are not disclosed in ways that reveal a 
contracted fee between the two parties except for special, permitted data uses. 
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Longer term, the following data elements will enable additional functionality, and the 
APCD data model should accommodate them: 

•	 Social determinants of health beginning with demographic data including age, 
gender, race, ethnicity, language, income, and location (e.g., street address); 
expanding to include education, physical environment, etc., as such data become 
available. Where applicable, OSHPD’s APCD should also consider the inclusion 
of data / algorithms to construct social determinants’ proxies. 

•	 Clinical and patient-reported outcomes data, which are used for performance 
accountability, as it becomes available through Health Information Exchanges, 
government/public sponsored registries, Qualified Clinical Data Registries etc. 

Analytic Enhancements: OSHPD should also equip its APCD with a core set of data / 
analytic capabilities, including: 

•	 A patient severity of illness / risk adjustment system; 

•	 Mapping of claims to medical services categories (e.g., imaging, lab, preventive 
care, specialty office visits, etc.); 

•	 A measures engine to produce standard cost and quality measures; 

•	 Episode groupers to organize services into acute and chronic episodes of care; 

•	 Master Patient Index to allow for longitudinal analysis of the same individual 
across coverage sources (and claims feeds); 

•	 Wasteful / inefficient care measures; and 

•	 ZIP Code to census tract mapping. 

Data Governance Considerations: Covered California recognizes that various entities, 
public and private, are likely to be either contributors and consumers of OSHPD APCD 
data , or both at the same time. We encourage the committee to consider a tiered data 
user framework with appropriate controls to balance data suppliers’ data sensitivities 
and the importance of making data available to the public. The use cases attached 
consider 4 kinds of possible users/audiences (government users, issuers & providers, 
public use, and researchers) as examples only. Each would require a different level of 
access and degree of detail in available data. For example, as a prospective data 
supplier, Covered California will want assurances that submitting data to the APCD will 
not in any way hamper its ability to certify Qualified Health Plans, consistent with its 
statutory obligations. Similarly, as a prospective APCD data consumer, we certainly 
anticipate that the APCD governance will accommodate direct access to APCD data for 
our own analyses. For both sides of this equation to work, the APCD will need both a 
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clear user approval and data governance framework, and a rock-solid process to 
safeguard information security and the privacy of all Californians. If the data safeguards 
are not clear, data suppliers will resist participation, while if the data access is too 
limited, users will not be able to derive actionable results. 

Thank you again for presenting us with this opportunity to help inform and support your 
efforts. If you have any questions or issues regarding our submission, please do 
contact me. All of us on the Covered California team look forward to opportunities to 
assist you regarding the Healthcare Cost Transparency Database. 

Sincerely, 

Dr. Lance Lang 
Chief Medical Officer 

Enclosure 
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Covered California Candidate Use Cases for 

California All Payer Claims Database
 

Much of Covered California’s candidate APCD use cases focus on the commercial market. A number of these same use cases can be extended to address similar issues in the Medi-Cal and Medicare 
Advantage markets. 

Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

Market 
Structure & 
Competition 

UC01  –  
Market  
Structure,  
Stability, and  
Opportunity  
for 
Improvement  

Compare claims costs  and  
population health status 
among  insurance  markets  
and  enrollees.  To inform  
policy, use results to  
assess: i) each  market’s 
enrollment and risk pool 
changes over time, ii) cost 
trends, iii) consumer 
affordability metrics, iv)  
gaps in coverage, adverse 
selection, and  migration  
within/among  markets, and  
v)  over/under use of 
services.  

Insurance  market-
specific, product type  
level cost per member 
per month (PMPM), 
utilization rates &  
population risk scores.  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  HIOS ID &  metal 
tier  

•  Grandfathered  
products ID  

•  Actuarial value  
(AV) / other 
benefits level 
indicator  

•  Master Patient 
Index (MPI)  

•  Enrollee  Severity  
of Illness (SOI)  
/risk classification  

•  Government  
and  Public 
Users:   Public 
and private  
policy makers 
and regulators 
designing  
market  
subsidies and  
market  
stabilization  
policies  

•  Public:  
Consumer 
advocates 
seeking better 
understanding  
of  the consumer
experience with  
coverage, care 
and costs 
across  markets.

•  Public:  Issuers 
and  provider 
groups seeking  
understanding  
of how their  
market position  
and 
competitiveness
relates to state  
averages and  
trends.  

•  Public:  Market  
enrollment &  
cost  trends 
reporting  (e.g. 
annual HCCI 
outputs)  

•  Public:  Analysis 
of  population  
health status, 
costs and value  
by market  
segments.  

•  Approved User: 
Raw extracts 
for analytics  

•  Create  market  
rules to  ensure  
consumer 
affordability  
and  market 
stability.  

Covered California Candidate Use Cases for California All Payer Claims Database April 17, 2019  -- V 4.0  Page 5 of 18 
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Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

UC02  –  
Market  
Competition: 
Premium  
Trends  

Evaluate premium  and  
claims cost trends in the  
individual and small group  
markets:  i) average  
premium  amounts &  
changes, ii) medical loss 
ratios, iii) age & area  
factors, and iv) claims 
costs changes by medical 
service categories. Use  
results to: i) model future 
premiums and  
marketplace  fees, and  ii) 
assess &  negotiate carrier 
premium rate increases.  

Qualified Health Plan  
(QHP)  carrier-specific 
individual and small 
group product level 
premiums and total 
claims cost.  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  Enrollee-level 
premiums &  
subsidy amounts  

•  HIOS ID &  metal 
tier  

•  Grandfathered  
products ID  

•  AV /  other 
benefits level 
indicator  

•  Standard medical
service 
categories  

•  Government  
Users:  
Covered  
California, 
Department of 
Managed  
Health Care, 
and 
Department of 
Insurance  

•  Approved  
Users:  
Researchers 
analyzing  
opportunities to  
improve market  
efficiency.  

•  Approved User: 
Detailed  
premium  and  
cost trends 
report and  
analysis, by  
rating region, 
product, and  
payor.  

•  Equip  the State
with evidence-
base  to guide  
its health  
reform  policy-
making.  

 

 

UC03  –  
Program &  
Carrier Value  
Performance  
Dashboard  

Report California  
healthcare value  
performance to the general 
public.  Produce  market 
and carrier-specific cost 
and quality results for 
various insurance  markets.  
Use results for: i)  
government accountability  
reporting to  the public, ii) 
preparing public and  
private purchasers for 
negotiations with carriers, 
and iii) consumer health  
insurance decision support 
services.  

Insurance  market  and  
carrier-specific cost and  
quality measure results.  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  Measures 
engine: cost and
quality metrics  

•  Clinical/other 
non-claims-
based quality  
measures  
 

•  Public:  
Consumer 
advocates,  
public policy  
leaders, media,  
and  others 
working on  
behalf of the  
public  

•  Public:  
Consumer 
end-users who  
are choosing  
insurance  
products &  
provider 
networks.  

•  Government 
User: detailed  
analysis of  
healthcare 
value (cost and  
quality)  by  
issuer  &  market

•  Health Plans:  
benchmark 
data  for carrier 
performance  
improvement   

•  Public:  
dashboard and  
atlas-type  
website with  
summary  
performance  
metrics  

•  Be  
accountable to  
all Californians 
for healthcare  
cost and  
quality   
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Use Case  
Title  Use Case Summary 

Data Aggregation Level
Needed  for Analysis  

Data Implications/  
Augmentation  

Primary Audience Secondary  
Audience  

Output Examples User Value 

UC04 – 
Market 
Competition: 
Provider 
Pricing 

Evaluate extent to which 
providers’ pricing is 
determined by factors such 
as market share, 
geographic region, facility / 
institution type (e.g., 
academic, training, public), 
and patient payment mix. 
By geographic 
area/medical service type, 
assess prices by provider 
and price variation among 
providers. 
Use results for: i) policy re: 
market structure & 
competitive practices, ii) 
healthcare services supply 
needs, and iii) payment 
reform. 

Provider-specific 
(facility, medical group,  
IPA) utilization and  unit  
prices for target 
services.  

Allowed costs (Y)  
Provider-identifiable (Y)  
Payer-identifiable (N)  
Enrollee-identifiable (N)  

•  Enrollee  
attribution to  
primary care/ 
provider sys  

•  Diagnosis/service
grouper  

•  Provider parent-
to-child linkage  

•  Medical service 
market areas  

•  Enrollee  SOI/risk 
classification  

 

•  Government  
Users: 
Regulators 
oversight of  
market  
structure and  
proposed  
ownership  
changes.  
 

•  Government 
Users: 
Analysis of 
provider supply  
& payment 
reform  policies 
to  ensure 
access to care 
in all California  
geographies.  

•  Researcher:  
Analysis of the  
relationship  
between  
provider 
supply/market  
structure and  
health care 
costs.   
  

•  Issuers & 
Providers:  
Evaluate  own  
performance  
compared to  
benchmarks  to  
identify  provider 
supply &  
payment reform  
opportunities.  

•  Pubic: 
Provider-level 
reporting on  
costs.  

•  Approved user: 
Extracts to  
perform  
quantitative  
evaluations  
(eventually  
made public)  of  
payment reform
initiatives.  

•  Approved user: 
Analysis of the  
relationship  
between 
provider supply  
and  market 
structure and  
cost of health  
care  

•  Guide  policy  
and 
practitioners to  
advance  
payment  
reform, access 
to care and  
other initiatives 
informed  by  
the impact of 
market  forces  
on price  
competition  
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Use Case
Title  Use Case Summary 

Data Aggregation Level 
Needed  for Analysis  

Data Implications/  
Augmentation  

Primary Audience Secondary  
Audience  

Output Examples User Value 

Cost &  
Quality  
Management  

UC05 – 
Benefit 
Design 
Modeling 

Generate PMPM cost & 
services utilization to 
model benefit design 
changes and actuarial 
value impact. 
Use results to evaluate 
likely candidates for 
benefit design changes, for 
example value-based 
insurance design (VBID) 
that incents consumers to 
utilize alternative care 
settings (telehealth, e-
Consults, retail visits, etc.). 

Commercial market, all  
carriers’ benefit design  
information summarized  
by metal tier, service 
type-specific utilization  
and cost PMPM  

Allowed  costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (N)  
Enrollee-identifiable (N)  

•  HIOS ID and  
metal tier  

•  Enrollee income  
level  

•  AV /  other 
benefits level 
indicator   
(ideally HPD 
already links to  
attributes of the  
plan  design  
through available 
regulatory  filings 
(SERFF).)  

•  Standard medical
service 
categories  

•  CPT Category II 
Codes & HCPCS 
alpha codes (e.g. 
G-codes)  

•  Government 
Users:   
Covered  
California  
benefit design  
work is 
enhanced  
using the  
broader  
commercial 
market  
population  
utilization/cost 
experience.   
  

•  Public:  
Consumer 
advocates 
seeking to  
provide input  
on the impact 
of  benefit 
design  
changes on  
consumer 
welfare.  

•  Researcher: 
Analyze  
impacts of  
benefit design  
on access, 
utilization and  
costs  
  

•  Issuers & 
Providers: Own  
performance  
compared to  
benchmarks  
and  potential 
alignment of  
specific benefit  
design  
approaches  
such as VBID.  

•  Public:  Market  
trends report 
on benefit 
design  
approaches  

•  Approved User:  
Raw extracts 
for analytics, 
including core 
attributes of 
plan  design  
linked to claims  
(e.g. linkage to  
SERFF filings 
for 
Individual/Small  
Group  
products)  

•  Advance  
innovative  
ways to  
provide cost-
effective care 
(e.g. 
telehealth,  
VBID, etc.)  
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Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

UC06  –  
Marketplace  
Medical /  
Drug  
Cost Drivers  

Identify medical/Rx cost 
drivers by differentiating  
unit price  and  intensity of  
utilization  for target 
services.   
Profile each carrier’s cost 
and  utilization drivers to  
identify most-to-least  
efficient programs.   
Compare to reference  non-
Marketplace  populations.  
Use results to identify  
options to dampen  
escalating costs per 
price/utilization drivers.  

Carrier and  metal tier 
level cost PMPM and  
utilization rates  
(inlcuding measures of 
utilization intensity). 
Summarized, non-
Marketplace  
individual/small group  
population cost PMPM  
and  utilization rates.  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  HIOS ID &  metal 
tier  

•  AV /  other 
benefits level 
indicator  

•  Enrollee  SOI/risk 
classification  

•  Standard medical
service 
categories  

•  Government 
Users:   
CalPERS,  
Covered  
California  -
issuer 
contracting  
terms informed  
by cost drivers 
evidence.  

•  Issuers & 
Providers: 
Issuer  own  
performance  
compared to  
benchmarks to  
advance their  
value  
strategies  

•  Researcher: 
Analyze health  
care spending  
and 
disaggregate by  
medical service 
categories. 
Track and trend  
drivers 
contributing to  
growth in health  
care spending.  

•  Public:  Market  
trends report 
(e.g. annual 
HCCI outputs)  

•  Public:  Analysis 
of relative value  
and cost 
drivers across 
population and  
market  
segments.  

•  Approved User:  
Raw extracts 
for research  

Distill costs into  
price and  
utilization  
components  (with  
measures of 
utilization  
intensity)  to create  
actionable 
information  on  the  
intensity and price  
of services   

UC07  –  
Complex, 
High Cost 
and  Variation
Services:  
Savings and  
Quality  
Opportunity   

ID target enrollee cohorts 
and/or services (e.g.,  
multiple chronic conditions, 
cancer, ESRD, etc.).  
Identify the cost, utilization, 
and quality variation  
among carriers. Use  
results to: i) establish  
performance benchmarks 
to  measure and  monitor, ii) 
adopt care management 
processes, and iii) for 
Center of Excellence  
(COE)  programs, evaluate  
vendors/services.  

Carrier product-specific, 
populations defined by  
condition or treatment;  
organize enrollees by  
SOI/risk groups.  Distill  
costs/utilization by target
service categories (e.g.,  
diagnostics, 
prescriptions, 
procedures, etc.).  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  Diagnosis/service 
grouper  

•  Enrollee  SOI/risk 
classification  

•  Standard medical 
service 
categories  

•  Centers of 
Excellence ID  

•  Measures 
engine: cost and  
quality metrics  
 

•  Issuers: 
Evaluate &  
improve  
complex care 
programs 
working with  
providers, 
COE, etc.  

•  Government 
Users:   
Covered  
California  has 
benchmarks 
for 
accountability  
requirements  
in  issuer 
contracting      

Researcher:  
Analyze impacts of 
complex patient 
identification  and  
care management 
processes.   

Public:  Population  
care trends report  
Approved User:  
Raw extracts for 
research  
  

Aggregate multi-
payer data to  
create reliable 
information  on  a  
number of  
vulnerable 
population  
cohorts.  
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Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

UC08  –  
Document
Wasteful, 
Inefficient 
Care  

Apply  measures  of  
unnecessary and harmful 
care (e.g., Milliman  Waste  
Calculator, Choosing  
Wisely, PBGH Wasteful 
Drugs, and brand  name  
drugs with generic 
equivalents).  Use results 
to: i) establish  benchmarks
to  measure and  monitor, 
and ii) inform  providers 
and  enhance point-of-care 
BI tools  

Insurance  market-
specific and carrier-
specific service level 
utilization and total 
costs.  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  Wasteful services
classification   

 •  Issuers: 
Compare the  
cost and  
utilization of  
wasteful 
services 
against a  
benchmark 
and identify  
improvement 
opportunities.  

•  Government 
Users:   Data  
insights to  
consider 
policies to  
mitigate  
wasteful 
spending and  
potentially  
harmful 
services.  

•  Researcher:  
Analyze  
impacts of  
identification  
processes and  
variation in  
costs,  
utilization, and  
quality of  
carriers 
delivering care 
management 
for chronic 
conditions.  

•  Public:  Market  
trends report 
that raises 
consumer 
awareness 
about 
potentially  
harmful care.  

•  Public:  Public 
reporting of  
trends  

•  Public:  Alert 
consumers to  
wasteful care 
that can  harm  
you.  

•  Approved User:  
Raw extracts 
for research  

•  Dampen  
premium cost 
increases and  
pay for 
innovation  by  
eliminating  
inappropriate,  
harmful  
services.  

Delivery  
System  
Reform  

UC09  –  
Alternative  
Payment  
Model 
Evaluation  

Assess the value  of  
alternative payment model 
(APM) products/networks. 
Evaluate claims costs  and  
quality metrics. Use  
results to: i) evaluate  
value-based  purchasing  
(VBP)  savings & deficits by  
APM model type; ii) 
evaluate VBP  benefit 
designs, and iii) VBP  
designation  for consumer 
shopping/plan choice.  

Carrier-specific APM  
product / network cost 
PMPM and quality.  

Allowed costs (Y)  
Provider-identifiable (Y)*
Payer-identifiable (Y)  
Enrollee-identifiable (N)  
*Provider care system IDs to  
include  ACOs, PCMH, and/or 
designated medical  practices  

•  ID “APM types” 
(e.g. shared risk)  

•  APM non-claims 
transaction  
payments &  
penalties  

•  Provider care  
systems ID (e.g. 
PCMH, ACOs, 
etc.)  

Issuers and  
Providers:  
Compare the cost 
and quality of  
competing APM  
models.  

Government 
Users: Conduct 
oversight to  
safeguard against  
APM unintended  
consequences 
and  to  promote  
successful 
models.  

Researcher:  
Evaluate  the  
factors that are 
influencing APM  
model successes 
and  failures.  

•  Public:  Market  
trends report  

•  Public:  inform  
consumers 
APM benefits 
and  assure 
them that 
quality is not 
sacrificed  

•  Approved User:
Raw extracts 
for research  

•  Oversee and  
refine  
Alternative  
Payment  
Model 
initiatives in  
their  
launch/early  
stages   
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Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

UC10  –  
Select  
Network 
Performance  
and Network 
Access  

Evaluate EPO/select 
network product  
performance re: cost,  
access, and other quality  
attributes.  
Special access analytics to
document enrollee locus of
care, distance/time to  care 
received, and variation in  
provider availability by  
geographic area  by major 
service categories.  
Use results for: i) network 
adequacy determinations, 
and ii) product 
performance designation  
and/or remediation  
actions.  

Carrier-specific product 
and/or provider 
networks’ cost PMPM, 
quality, and access  
metrics  

Allowed costs (Y)  
Provider-identifiable (Y)*
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

*Select network products are 
identified at carrier product 
level (e.g., HIOS); other 
products may  be comprised  
of  multiple networks that are 
identified at provider system  
level   

•  HIOS ID  
•  Network ID  for 

sub-products  
(linked or linkable 
to standardized  
provider 
directories, 
ideally  with  
geospatial keys 
for providers)  

•  Carrier product 
network size  
classification  

•  Enrollee  
attribution to  
primary care/ 
provider sys  

•  Census tract 
assignment  

•  Geospatial 
analytics options 
related  to  both  
providers and  
enrollees (e.g. 
travel time)  

•  Measures 
engine: cost and  
quality metrics  

•  Government 
Users: DMHC, 
and CDI for 
ensuring  
network 
adequacy and  
developing  
measures for 
network 
breadth, 
Covered  
California  for 
assessing  
network 
quality.   

•  Issuers:  
Compare 
network 
breadth  
against  other 
issuers or 
product types.  

•  Researcher:  
Evaluate cost 
and quality  
performance of 
issuer network 
strategies.  

•  Public:  inform  
consumers 
about network 
adequacy and  
care 
convenience to  
support their  
insurance  
choices  

•  Public:  Public 
reporting on  
provider 
availability and  
access.  

•  Approved User:
Raw extracts 
for research  
with geospatial 
lens.  

See that all  
populations  –  
across insurance  
markets and  
products  –  have  
access to quality 
care.   
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Use Case  
Title  Use Case Summary 

Data Aggregation Level 
Needed  for Analysis  

Data Implications/ 
Augmentation  

Primary Audience Secondary  
Audience  

Output Examples User Value 

UC11 – 
Advanced 
Primary Care 

Evaluate the cost and 
quality performance of 
primary care practices to 
assess the characteristics 
of advanced primary care 
(APM) systems (e.g., 
PCMH, HIE-enabled, care 
teams) 
Use results to: i) target 
practices for APM 
contracting, and ii) 
establish performance 
benchmarks. 

Medical practice/group  
level, subset by  
commercial and Medi-
Cal populations.  

Allowed costs (Y)  
Provider-identifiable (Y)*
Payer-identifiable (N)  
Enrollee-identifiable (N)  
*Provider care system IDs to  
include  ACOs, PCMH, and/or
designated medical  practices

•  Provider care 
systems ID (e.g. 
PCMH, ACOs, 
etc.)  

•  Enrollee  
attribution to  
primary care/ 
provider sys  

•  Clinical/other 
non-claims-
based quality  
measures  
(e.g. lab results)  

• Government 
Users: model 
ROI per 
alternative  
primary care 
investment  
strategies.  

•  Providers:  
evaluate and  
benchmark 
progress using  
all-payer data  
aggregated by  
provider entity.  

 •  Researcher: 
Evaluate cost 
and quality  
performance of 
advanced vs. 
traditional 
primary care 
practices,  
including  
characteristics 
of successful 
models.  

•  

• Public: 
Population care 
trends report  

•  Approved User:  
Raw extracts 
for research  

Determine the 
most compelling 
approaches to 
reallocate 
healthcare dollars 
to primary care. 
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Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

UC12  –  
Accountable  
Care  
Organizations
(ACOs)  

Evaluate the cost and  
quality performance of 
ACOs and other integrated  
delivery systems to assess 
these products/networks 
and  the related  
characteristics of 
successful programs.   
Use results to: i) select  
and  advance  proven  
products, and ii) document 
evidence re successful 
ACO program  elements.  

Carrier-specific ACO 
products and/or provider
networks’ cost PMPM, 
quality, and access  
metrics  

Allowed costs (Y)  
Provider-identifiable (Y)*
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

*ACOs are identified  at 
carrier product level or may  
be networks within products  
that are identified at  provider 
system level  

•  Provider care 
systems ID (e.g. 
PCMH, ACOs, 
etc.)  

•  Enrollee  
attribution to  
primary care/ 
provider sys  

•  Clinical/other 
non-claims-
based quality  
measures  
(e.g. lab results)   

•   

• Researcher: 
Evaluate  
access, cost 
and quality  
performance of 
ACOs and  
integrated  
delivery  
systems, 
including  
characteristics 
of successful 
models.  

•  Government 
Users:  Data  
insights for 
contracting  
with  specific 
models of 
ACOs and  
integrated  
delivery  
systems and  
promoting  
characteristics 
of successful 
models.  

•  Health systems 
are a key 
audience…

•  Issuers: Issuers 
would be able 
to compare the  
access, cost 
and quality  
performance of 
their ACOs to  
others.   

•  Public:  
Population care
trends report  

•  Approved User:
Raw extracts 
for research  

Assemble the  
evidence to  
advance new  
integrated  delivery
and  financing  
models.  
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Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

UC13  –  
Integrated  
Behavioral 
Health  

Evaluate innovations to  
integrate behavioral and  
physical health care 
delivery.  Identify best 
practices and  associated  
cost and quality metrics.   
Use results to: i) determine  
coverage & payment for 
telehealth, care 
coordinators / CHWs,  etc., 
and ii) designate  high  
performing behavioral 
health care systems.  

Medical practice/group-
specific PMPM cost,  
utilization of services 
and quality metrics.  

Allowed costs (Y)  
Provider-identifiable (Y)  
Payer-identifiable (N)  
Enrollee-identifiable (N)  

•  Enrollee  
attribution to  
primary care/ 
provider sys  

•  Provider 
directory: ID 
medical practice/ 
group members, 
assign practice 
IDs  

•  Clinical and  
patient reported  
outcomes (PRO) 
measures  

•  Issuers and  
Providers:  
Aggregate all-
payer data by  
provider entity  
to evaluate  
integrated  
behavioral 
health care 
system pilots.    

Government 
Users: Data  
insights for 
identifying  
characteristics of 
successful models
and  promoting  
coverage and  
payment policies.   

•  Researcher: 
Evaluate cost,  
utilization, and  
quality  
performance of 
practices that 
integrate  
behavioral 
health services.  

•  Public:  
Population care 
trends report  

•  Approved User:  
Raw extracts 
for research  

Create care  
systems to serve  
the vulnerable 
population of  
people with mental 
and  behavioral 
disorders.  

 

UC14  –  Value
Benchmarks 
Construction  

 Compute cost and  
utilization benchmarks 
across all California  
payers.   
Use results to set industry-
standard value  metrics to  
measure & monitor health  
reform initiatives.  

Insurance  market-
specific, product type  
level (HMO, ACO, 
EPO/Select Network)  
cost PMPM and  
utilization of services 
rates.    

Allowed costs (Y)  
Provider-identifiable (N)
Payer-identifiable (N)  
Enrollee-identifiable (N)

•  Provider care 
systems ID (e.g.
ACOs)  

•  Risk/severity  
adjustments to  
make valid  
comparisons 
across diverse 
populations  

•  Government 
Users:  Data  
insights for 
measuring  
baselines  and  
identifying  
benchmarks.    

•  Government 
Users: State  
and  federal 
policymakers 
can set 
appropriate  
cost and  
utilization  
benchmarks 
for health  
reform  
initiatives (e.g.,  
cost 
containment)  

• Researcher: 
Evaluate cost 
and  utilization  
trends across 
market  
segments  and
identify  
opportunities  
for savings.  

•  Public:  Market  
trends report  

•  Public:  Analysis 
of health reform  
initiatives in  
meeting  
benchmarks for 
reducing costs 
and  utilization.  

•  Approved User:  
Raw extracts 
for research  

•  Provide  
analytic 
resources,  
including  
performance  
benchmarks, 
as a  public 
good to  
support health  
reform.   
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Use Case  
Title  Use Case Summary 

Data Aggregation Level 
Needed  for Analysis  

Data Implications/ 
Augmentation  

Primary Audience Secondary  
Audience  

Output Examples User Value 

UC15 – 
Health 
Disparities 
Evaluation 

Evaluate population 
cohorts defined by 
socioeconomic status 
(SES) attributes (e.g., 
income, location, 
race/ethnicity); assess 
disparities in care access, 
resources consumed and 
quality by SES cohort. 
Use this evidence-base to 
set and monitor insurance 
market and carrier health 
equity performance 
targets. 

Insurance  market-
specific and carrier-
specific  cost PMPM, 
service utilization rates,  
and quality scores 
aggregated by SES  
population cohorts.  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  SES proxies (e.g. 
AHRQ SES  
Index)  

•  SES data  
capture  

•  Census tracts 
with  zip codes  
and  full census 
FIPS identifiers 
for linkage to  
other census and  
spatial SES  
datasets  mapped  

•  Measures 
engine: AHRQ 
PQIs and  other 
quality metrics  

•  Enrollee  SOI/risk 
classification  

•  Issuers and  
Providers:  
Access 
heretofore 
unavailable 
data to identify  
& care  for 
underserved  
populations  

•  Government 
Users:  Data  
insights for 
measuring  
baselines and  
identifying  
performance  
targets for 
reducing health  
disparities.   

•  Public:  Data  
insights for 
consumer 
advocates 
promoting  
policies 
reducing health  
disparities.  

•  Public:  Health  
equity report 
card, 
documenting  
utilization and  
quality  
experience by  
key SES  
categories.  

•  Approved User:
Raw extracts 
for research, 
prepped  for 
ready linkage  
with additional 
data sources  
(ZTCAs,  
census tracts,  
etc)  

•  Establish  and  
advance  
statewide  data
infrastructure  
strategies to  
identify and  
eliminate  
health  
disparities.  
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Use Case 
Title Use Case Summary 

Data Aggregation Level 
Needed for Analysis 

Data Implications/ 
Augmentation 

Primary Audience Secondary 
Audience 

Output Examples User Value 

Consumer 
Services 

UC16  –  
Enrollee  
Decision  
Support: Out 
of Pocket 
Costs  

Produce medical and  
prescription claims cost 
distributions to create: i)  
medical/drug service 
utilization by low-high  
usage groups and average  
per unit allowed amounts,  
ii) distribution of claims  
cost by household 
member, and iii) claims 
cost differences by age, 
gender and geography.   
Use results to: i) assist  
consumers in choosing  
health insurance  products,  
ii) guide high deductible  
health plan (HDHP) 
enrollees re: budgeting for 
health savings accounts 
(HSAs), and iii) consumer 
price shopping services.  

Commercial market, all-
carrier product-level cost 
PMPM, cost per service,  
and  per person service 
utilization.  

Allowed costs (Y)  
Provider-identifiable (N)
Payer-identifiable (N)  
Enrollee-identifiable (Y)  

•  Metal tier  
•  AV /  other 

benefits level 
indicator  

•  Standard medical
service 
categories  

Government 
Users: Data  
insights for 
Covered California  
in designing  
consumer decision  
support tools for 
plan selection and  
the  algorithms for 
displaying  
choices.  
Public:  equip 
consumers and  
advocates with  
better decision  
support services  
 

•  Researcher:  
Evaluate  
whether 
consumers 
made optimal 
plan choices 
given their  
claims 
experience   

•  Public:  Analysis 
of effective  
characteristics 
of decision  
support tools  

•  Public:  Policy  
reports on  
distribution of  
costs and  
usage of health
care.  

•  Approved User:
Raw extracts 
for research  

Foster more 
efficient markets 
by equipping  
consumers with  
information  to  
make healthcare 
choices.  
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Use Case  
Title  Use Case Summary 

Data Aggregation Level 
Needed  for Analysis  

Data Implications/ 
Augmentation  

Primary Audience Secondary  
Audience  

Output Examples User Value 

UC17  –  
Balance  
Billing Impact  

Evaluate extent to which 
enrollees are subject  to  
out-of-pocket costs for 
services rendered  by out-
of-network professional 
providers at in-network  
facilities and/or for 
urgent/emergent services.  
Use results to inform  policy  
and regulations for: i) out 
of network hold harmless 
terms, ii) provider 
maximum allowed  
amounts  for out-of-network 
services, and iii) provider 
notice/communication to  
patient obligations.  

Commercial market,  
carrier product-specific,
by metal tier, provider-
type (facility and  
professional) utilization  
and  allowed costs for 
target provider types 
(e.g., anesthesiology, 
radiology, pathology, 
surgery and hospital 
inpatient,  outpatient,  
emergency dept., etc.)  

Allowed costs (Y)  
Provider-identifiable (N)  
Payer-identifiable (Y)  
Enrollee-identifiable (N)  

•  HIOS ID and  
metal tier  

•  Validated  out-of-
network claims 
flag   

•  Standard medical
service 
categories  

•  Government 
Users: Data  
insights for 
state  and  
federal 
policymakers 
to set policies 
on balanced  
billing.  
Regulators 
have insight 
into the  extent 
of the issue  
and  monitor for 
trends.  

•  Public:  Data  
insights for 
consumer 
advocates 
promoting  
fairer  
insurance  
coverage.  

Researcher:  Study  
balanced  billing for 
directional 
relationship with  
issuer, provider, or 
service 
characteristics.  

•  Approved User:  
Raw extracts 
for research  

Protect consumers 
against  surprise  
costs at time of 
service and  
ensure that 
providers are fairly  
compensated  
when rendering  
out-of-network 
services.  
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Glossary 

(Health) Insurance Markets 
Includes all commercial markets  –  individual, small group, and large  group including  self-funded accounts that are participating in APCD, whether public or private sponsored coverage; Medi-Cal, Medicare  
Advantage, and Medicare fee-for-service if CMS is a participating APCD data contributor.   The individual and small group markets are comprised of all on-Exchange and  off-Exchange products. Most of  
Covered California’s proposed APCD use cases apply broadly to multiple purchasers / stakeholders.  
Qualified H ealth  Plan  (QHP)  
Entails entire individual insurance market, both on- and off-Exchange.  
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›› Health Policy Essentials 

Covered California and   
Individual Health Insurance 

MARCH 2019 

Exploring the basics of health policy in California 
Signed into law in March 2010, the federal  
Patient Protection and Affordable Care Act  
(ACA) imposes sweeping changes in the rules  
governing private health insurance and expands  
eligibility for Medicaid (Medi-Cal) among 
other provisions. For individuals who do not 
have employer coverage, and are not eligible 
for public coverage programs, the individual 
market is often the last available option to 
secure health coverage. 

California became the first state to create a  
state-based ACA exchange,1  and Covered 
California is now the largest state-based  
exchange in the nation. 

Since 2014, enrollment in Covered  California 
(and the expansion of Medi-Cal) reduced the  
rate of uninsured Californians under age 65 to 
8.5 percent in 2017.2 

This  issue  of  ESSENTIALS  reviews  the  basics 
of  California’s  state-based  exchange  and  the 
market for individual coverage. 

Overview
  
The ACA establishes a federal floor that ensures 
individuals in every state have basic protections 
in common with respect to the availability, 
affordability, comparability and transparency of 
health coverage. A central theme of the ACA 
is to organize markets and products in ways 
that both protect consumers and make it easier 
for them to compare and choose among their 
coverage options. 

A cornerstone of the ACA is the establishment 
of state-level health insurance exchanges that 
serve as marketplaces to support individuals and 
small employers in comparing coverage options. 
Exchanges also administer federal financial 
assistance that helps low-income individuals 
and families purchase coverage. 

Individual coverage is for most people a last 
resort. Absent financial assistance, they must 
pay the full premium and cost sharing for 
their coverage, unlike job-based coverage 
where employers contribute to the payment 
of premiums. For this reason, affordability and 
strategies to encourage individuals to sign-up 
are especially critical in the individual market.3 

Figure 1. PROFILE OF 

CALIFORNIA’S INDIVIDUAL 


MARKET, 2017
 

Source: Katherine Wilson, “State Releases Data on California  
2017 Health Insurance Enrollment” California Health Care  
Foundation, August 2018, companion Excel file. 

 

FAST FACTS 

2.2 Million
Californians purchase private  

individual coverage 

1.3 Million 
Californians on average are  

enrolled in Covered California 

90% 
of Covered California  

consumers receive federal  
subsidies 

2 in 5
 
Covered California enrollees  

report difficulty paying   
monthly premiums3 

1
 

https://www.chcf.org/blog/state-releases-data-on-california-2017-health-insurance-enrollment/
https://www.chcf.org/blog/state-releases-data-on-california-2017-health-insurance-enrollment/


Average Annual Premium Contributions for Single Coverage 
Covered California vs. Job-Based Coverage, 2017
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DEFINITIONS 

ACA Premium Tax Credit is a federal,  
refundable tax credit that r educes  
exchange monthly premiums for eligible  
individuals and families at or below 400  
percent of the Federal Poverty Level (FPL)  
($48,560 in annual household income  
for one person) who are not eligible for  
Medi-Cal.  

Actuarial Value (AV) is the average  
percent of benefit costs covered by a  
health plan product compared to the  
out-of-pocket costs paid by the covered  
person. A 70% AV plan covers 70% of  
benefit costs and the enrollee pays 30%.  
The ACA assigns metal labels to specific AVs:  
bronze (60%), silver (70%), gold (80%) and  
platinum (90%). 

Cost Sharing Reductions (CSRs) are  
federal payments to qualified health  
plans that reduce out-of-pocket costs  
for individuals between 138 and 250  
percent FPL (between $16,753 and  
$30,350 in annual household income  
for one person) purchasing a silver  
level plan in the exchange. In 2017, the  
federal government eliminated the CSR  
payments to health plans. Regardless of 
the federal contribution, plans are still 
required to reduce cost sharing for low-
income enrollees under the ACA.  See the 
California Story for how the state 
responded to the federal action. 

Essential  Health  Benefits  (EHBs)  are  ten 
categories  of  health  services  that  must  be 
covered  in  individual  and  small  employer 
health plans under the ACA. 

Out-of-Pocket Costs  are the amounts an 
enrollee pays for covered services at the 
point of care, also known as cost-sharing. 
Out-of-pocket  costs typically come in the 
form of coinsurance, copayments, and 
deductibles. 

Qualified Health Plan (QHP) is a health 
plan that meets state and  federal ACA 
marketplace requirements and is certified 
by Covered California to offer health 
coverage through the exchange. 

Pre-ACA Individual Market 
Prior to the ACA, individual coverage was  
expensive, often with very limited benefits   
and high out-of-pocket costs. Health plans  
selling individual policies routinely denied  
coverage or hiked premiums based on an 
applicant’s health status or medical history 
or imposed coverage exclusions for pre
existing health conditions. 

Health plans in California and most other 
states had total discretion to collect and 
use medical and health information to 
evaluate individual applicants (known as 
medical underwriting); no two health plans 
had identical criteria for making coverage 
and rating decisions. Common conditions 
triggering a denial of coverage included 
cancer, diabetes and mental health disorders, 
but also less obvious conditions such as 
asthma, acne, and obesity. 

Coverage in the individual market often  
included annual and lifetime dollar limits on 
benefits, fixed limits on coverage (e.g., 
maximum 60 days of hospital coverage) and 
no upper limit on consumer out-of-pocket 
costs. Some policies excluded coverage for 
basic primary and preventive care and 
focused primarily on high-cost services like 
hospitalization. 

ACA Individual Market 
Before ACA, states assumed the primary role 
in setting market rules and regulating most 
aspects of private health insurance. Under the 
ACA, states continue to have the lead in 
oversight but now also enforce ACA federal 
standards affecting virtually all aspects of 
health insurance—including eligibility for 
coverage, benefits, premium rates, market 
conduct, quality, and transparency—with the 

most sweeping changes affecting coverage in  
the individual and small group markets. 

The ACA changed the individual market  
by removing barriers to coverage, setting  
minimum standards for coverage and funding  
federal premium and CSR subsidies. New ACA  
market rules include:  

� Insurers can no longer deny coverage 
based on health status, medical history, or 
pre-existing conditions and must offer and 
renew coverage to all eligible applicants 
(known as guaranteed issue and renewal), 

�No coverage or benefit limits can be
 
imposed because of pre-existing health
 
conditions,
 

�No annual or lifetime dollar limits on
 
benefits,
 

�Children can stay on a parent’s health 
insurance plan as dependents until age 26, 

�Premiums must be based solely on age
 
and geography (using state developed
 
regions),
 

�Premiums cannot vary by more than a
 
three-to-one ratio from the youngest
 
enrollee to the oldest,
 

�Health plans must cover all ten essential
 
health benefits, including mental health
 
and substance use treatment,
 

�Health plans must meet federally defined 
minimum values and disclose the actuarial 
value of products, and 

� Consumer cost sharing is limited to a
 
maximum out-of-pocket amount set
  
annually by federal formula.4
 

Figure 2. COMPARISON OF CONSUMER SHARE OF PREMIUMS, 

EMPLOYER-SPONSORED AND INDIVIDUAL COVERAGE
 

US Job-Based 

CA Job-Based 

Covered California 
(Subsidized) 

Covered California 
(Unsubsidized) 

$1,213 $5,477 

$996 $6,255 

$1,530 $4,049 

$4,771 

$0 $2,000 $4,000 $6,000 $8,000 

Employee or Individual Consumer Employer Share or Federal Subsidy 

Source: California Health Care Foundation, California Employer Health Benefits: Workers Shoulder More Costs, 
June 26, 2018. Covered California, June 2017 Membership Profile. Chart prepared by Insure the Uninsured Project. 

2
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Federal Framework 

Guaranteed Issue and 
Coverage Requirement 
The ACA requires health plans (referred to as  
“issuers”  in federal law) that offer individual  
coverage to guarantee issue (accept for  
coverage) all eligible applicants regardless  
of health status or claims history, gender,  
age or other specified factors, subject to  
annual open enrollment periods and special  
enrollment periods.6   

Open enrollment periods are set time 
periods when individuals can apply for 
and secure coverage, typically on an 
annual basis. The current federal open 
enrollment period for individual coverage is 
November 1 to December 15 for coverage 
effective January 1. Special enrollment 
periods apply when individuals have a life 
changing, “triggering” event affecting their 
health coverage, such as loss of job-based 
coverage, divorce or marriage. Individuals 
eligible for special enrollment can obtain 
coverage outside of the open enrollment 
period. 

In addition, the ACA requires individuals to 
maintain minimum health coverage, or pay 
a tax penalty equal to $695 or 2.5 percent of 
the individual’s income, whichever is greater, 
unless they are eligible for an exemption. 
ACA exemptions can be based on a 
number of circumstances, including certain 
hardships, some life events, health coverage 
or financial status. Individuals can meet 
the “individual mandate” with coverage 
offered through their job, public programs 
such as Medicare and Medicaid, or privately 
purchased individual coverage. 

Individual Mandate Penalty. Although 
Congress failed to repeal the ACA in 2017 
and 2018, despite repeated efforts, the 
2018 federal Tax Cuts and Job Act 
eliminated the ACA financial penalty 
(reduced it to zero) for individuals who do 
not maintain coverage starting in the 2019 
coverage year. 

Grandfathered Plans. Under the ACA, 
individual and small group health plans that 
existed on March 23, 2010 – the day the 
ACA was enacted – known as grandfathered 
plans, are subject to only certain provisions 
of the law. For example, grandfathered 
health plans are limited to those enrolled 
prior to the ACA but can charge more based 
on pre-existing conditions. Grandfathered 
plans are not required to meet all of the 
ACA’s essential benefits requirements. 
Grandfathered health plans can lose this 
status if certain significant changes are made 
to the coverage that reduce benefits or 
increase consumer costs. 

State-Based Marketplaces 
The ACA requires states to establish health  
insurance exchanges, also referred to as  
marketplaces, for individuals and small  
employers. States choosing to develop a  
state-based exchange must do so through  
a governmental or nonprofit entity.7   A  
state-based exchange can establish separate  
markets for individuals and small businesses  
or combine these markets. Federal funding  
to establish a state marketplace was  
available from 2011 through 2015, at which  
time exchanges were expected to be self
sustaining.8 

Although the ACA requires states to establish  
exchanges, as implementation unfolded, 
many states could not or did not establish 
exchanges. As a result, the federal 
government established a federal health 
insurance marketplace (healthcare.  gov). See 
Figure 3 for more information about 
exchange models by state. 

The ACA requires state-based exchanges to 
perform the following functions: (1)  certify 
qualified health plans to be offered in the 
exchange consistent with federal ACA 
guidelines; (2) operate a toll-free telephone 
assistance hotline; (3) assign a rating to each 
health plan based on relative quality and 
price; (4) establish a Navigator program to 
award grants to organizations for public 
education and enrollment; and (5) meet 
other federal requirements, including 
consulting stakeholders on exchange 
activities.9 

Health Insurance Oversight 
in California 
For more than 50 years, two state agencies 
have shared responsibility for regulating 
health insurance in California. 

Currently, the Department of Managed 
Health Care (DMHC) regulates Health 
Maintenance Organizations (HMOs) and 
some Preferred Provider Organization 
(PPOs) under the Knox-Keene Health Care 
Service Plan Act of 1975 (Knox-Keene). 

The California Department of Insurance 
(CDI), led by the elected Insurance 
Commissioner, regulates some PPOs and 
traditional indemnity coverage (fee-for
service plans that generally have no limits 
on eligible providers), subject to 
provisions of the California Insurance 
Code. 

Prior to the ACA, the two departments 
enforced different standards for health 
plans and approached oversight very 
differently. For example, Knox-Keene 
plans had to offer specific basic health 
benefits, while CDI-regulated plans did 
not have similar minimum coverage 
requirements. For more information on 
health insurance oversight in California, 
see Ready for Reform: Health Insurance 
Regulation in California Under the ACA.5 

With implementation of the ACA, new 
federal rules apply to all individual 
coverage reducing the differences 
between DMHC and CDI requirements. 
Non-grandfathered health plans offering 
individual (and small group) coverage are 
generally subject to the same federal and 
state standards regardless of the regulator 
that oversees the coverage. 

Although similar rules and standards now 
apply, legacy differences remain and 
parallel statutes have not always resulted 
in parallel regulations or enforcement. 

https://www.chcf.org/wp-content/uploads/2017/12/PDF-ReadyReformHealthInsRegulationACA.pdf
https://www.healthcare.gov/
https://www.healthcare.gov/
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Figure 3. ACA INDIVIDUAL EXCHANGE MODELS BY STATE 

Exchange Brief Description States Using the Model 
Federally-facilitated Exchange 
(FFE) 

The federal exchange offers coverage and federal subsidies in 
states that choose that option. 

Consumers as well as small employers and their employees in 
states using the FFE apply for and enroll in coverage through 
healthcare.gov. In many states with FFEs, the exchange is 
wholly operated and administered by HHS, while some states 
partner with HHS to perform additional functions, such as plan 
management or consumer assistance. 

Alabama, Alaska, Arizona, Florida, Georgia, 
Hawaii, Indiana, Kansas, Louisiana, Maine, 
Mississippi, Missouri, Montana, Nebraska, New 
Jersey, North Carolina, North Dakota, Ohio, 
Oklahoma, Pennsylvania, South Carolina, 
South Dakota, Tennessee, Texas, Utah, Virginia, 
Wisconsin, Wyoming 

Partnerships: Delaware, Illinois, Iowa, 
Michigan, New Hampshire, West Virginia 

State-based Exchange (SBE) States running a SBE for performing all exchange functions for 
both the individual and small business markets. Consumers 
as well as small employers and their employees in these states 
apply for and enroll in coverage through exchange websites 
established and maintained by the states. 

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

State-based Exchange – 
Federal Platform 

State administered exchanges that rely on the FFE information 
technology platform for enrollment functions. 

Arkansas, Kentucky, Nevada, New Mexico, 
Oregon 

Source: Vanessa C. Forsberg, “Overview of Health Insurance Exchanges,” Congressional Research Service, June 20, 2018. 

ACA Federal Financial 
Assistance 
The ACA establishes federal subsidies to help  
low- and moderate-income individuals afford 
exchange coverage as premium tax credits for 
individuals with incomes at or below  400 
percent FPL. In 2018, nearly 90 percent of 
Covered California enrollees receive premium  
assistance. 10  

ACA also establishes cost sharing reduction  
subsidies to reduce out-of-pocket costs for  
consumers with incomes at or below 250 
percent FPL.  ACA requires the federal 
government makes CSR payments to health 
plans who then reduce consumer cost sharing. 
In 2017, the President eliminated CSR 
payments; however plans are still required to   
reduce consumer cost sharing under the ACA. 
See  the California Story for information about 
California’s response. 

Coverage under the ACA 
The ACA defines four “metal tiers” of c overage  
based on a product’s actuarial value (AV), as  
shown below. 11The AV is the average portion of  
the total health care costs covered by the health  
plan versus the portion paid by consumers out-
of-pocket at the point of service. 

�Bronze Tier (60% AV) 

�Silver Tier (70% AV) 

�Gold Tier (80% AV) 

�Platinum Tier (90% AV) 

In addition, the ACA establishes a minimum  
coverage plan, or Catastrophic Plan, with lower  
monthly premiums and a high deductible  
($7,900 in 2019).12  To purchase a Catastrophic  
Plan, an individual must be under age 30  
or qualify for a hardship or affordability  
exemption. The “minimum coverage” plan  
includes three doctor or urgent care visits  
with no out-of-pocket costs and offers free  
preventive benefits.13  

State Framework 
California enacted legislation to conform 
with the ACA and in many instances enacted 
policies that exceed ACA requirements. 
Examples of California provisions that exceed 
federal requirements: 

�Requires Covered California to choose 
health plans through a competitive 
process (selectively contract) to “provide 
health care choices that offer the optimal 
combination of choice, value, quality 
and service.” 

� Federal law requires exchange health  
plans to offer at least one silver and one  
gold option.14 California requires exchange 
health plans to offer coverage at all five  
levels, including the minimum coverage  
option.15  

�Limits health plans only selling individual 
coverage outside the exchange (off  
exchange) to only offer products in the 
four metal tiers and prohibits them from 
offering catastrophic coverage. Requires 
off-exchange plans to offer coverage in all 
four metal tiers. 

Figure 4. COVERED CALIFORNIA
  
ENROLLMENT BY COVERAGE
  

LEVEL, 2018
 

4
 

Platinum 1% Minimum Coverage 
Bronze
 
HDHP
 

56% 

23% 

6% 
4% 

10% 
Silver 

Bronze 

Gold 

Source: Covered California, Health Insurance Companies  
and Plan Rates for 2019. Data reflects individuals who  
signed up and paid premiums to complete (effectuate) the  
enrollment. Totals may not add due to rounding. 

https://fas.org/sgp/crs/misc/R44065.pdf
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
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Active Purchaser 
Covered California is required to select 
participating health plans through a 
competitive process. For each coverage 
year, Covered California actively negotiates 
with potential plans on premiums, 
networks, geographic coverage and quality 
performance. In addition, Covered California 
health plan contracts impose contract 
requirements adopted by the independent 
Covered California Board related to quality, 
performance and public reporting. 

Geographic Regions 
Consistent with federal law, California divides 
the state into 19 pricing or rating regions. 
(See Figure 7.) Insurers wanting to participate 
in the exchange propose regions and partial 
regions they wish to serve and region-specific 
rates, which are then negotiated with Covered 
California. Premium rates are also subject to 
rate review by DMHC and CDI. The regulators 
determine the reasonableness of the rates but 
cannot approve or disapprove the final rates. 

Covered California rating regions differ in  
premium costs and the number and type of  
health plan options available. For example,  
comparing regions like San Francisco and  
Los Angeles, premiums can be as much as 24  
percent higher in San Francisco.16  In some of the  
rating regions, and in some zip codes, consumers  
have only one or two health plan choices in the  
exchange, often contributing to much higher  
premiums than areas of the state with greater  
competition among health plans. 

Standardized Benefit Designs 
As permitted in federal law and authorized 
in California law, Covered California requires 
contracted health plans to offer standard 
benefits at each coverage level, based on 
specified benefits and consumer cost sharing. 
Standardized benefit designs support 

consumer decision making by simplifying the 
choice between health plans, allowing for an 
“apples to apples” comparison of health plan 
premium prices and other features. 

Covered California worked with stakeholders 
to develop what it refers to as “Patient-
Centered Designs” that encourage access to 
primary and preventive care services before 
the consumer has to meet any annual 
deductible. For example, in silver-tier 
coverage, higher outpatient services are not 
subject to a deductible, while in bronze 
coverage three outpatient visits are covered 
before the deductible applies. The standard 
designs also have separate medical and 
pharmacy deductibles. (See Appendix A.) 

Financing 
From 2011 through 2015, California received 
over $1 billion in federal grants to develop 
and operate the state exchange. Exchanges 
were required to be self-sustaining in 2015. 

To become self-sustaining, state-based 
exchanges are authorized to charge 
participation fees. The current participation 
fee for California individual market  health 
plans is equal to four percent of the gross  
premium attributable to each enrollee each  
month.19  In Covered California for Small 
Business, the QHP participation fee is 5.2 
percent of the premium  due by each 
enrollee.20   

Federal premium tax credits make Covered 
California coverage more affordable for many. 
The majority of Covered California enrollees 
(90 percent) receive subsidies. 

Figure 6. PRELIMINARY COVERED CALIFORNIA
 
ENROLLMENT, 2019
 

Category 2018 2019 Change 

Renewals 1,133,180 1,217,903 +7.5% 

New Sign-Ups 388,344 295,980 -23.7% 

Total 1,521,524 1,513,883 -0.5% 

Source: Covered California, “Covered California 2019 Open Enrollment Early Observations and Analysis,” January 30,2019.  
Note: Numbers in this chart reflect individuals who initially selected a health plan but will be adjusted to reflect the  
number that pay premiums and complete the process. 

THE DATA 

Figure 5. INDIVIDUAL 
MARKET ENROLLMENT BY 


REGULATOR, 2017
 

Department of Managed 
Health Care (DMHC) 1,961,899 

California Department of 
Insurance (CDI) 33,493 

DMHC Grandfathered 
Plan Enrollment 92,225 

CDI Grandfathered Plan 
Enrollment 132,414 

Sources: DMHC, Enrollment Summary Report – 2017  
and CDI, Individual Health Plan Totals by Company,  
December 31, 2017. Chart prepared by Insure the  
Uninsured Project. 

Essential Health Benefits 
The ACA requires non-grandfathered  
health plans in the individual and small  
group markets to cover essential health  
benefits (EHBs) in the following ten benefit  
categories: (1) ambulatory patient services;  
(2) emergency services; (3) hospitalization; 
(4) maternity and newborn care; (5) mental  
health and substance use disorder services; 
(6) prescription drugs; (7) rehabilitative  
and habilitative services and devices; (8)  
laboratory services; (9) preventive and  
wellness services and chronic disease  
management; and (10) pediatric services,  
including oral and vision care. 

Under the ACA and subsequent federal rules, 
states must select a “benchmark plan”that 
establishes the required benefits and coverage 
from among several options specified in 
federal rules. New federal rules for 2019 
provide states with greater flexibility in 
selecting a benchmark plan, if they choose to 
make a change, or they can continue to 
require the existing benchmark plan.17   

California selected as its benchmark plan the 
Kaiser Foundation Small Group HMO, which 
at the time was the largest plan by 
enrollment in California’s small employer 
market. The state enacted detailed standards  
on the services and items health plans 
subject to the ACA EHB requirement must 
meet, including preserving existing state 
benefit requirements as permitted in federal 
law. Federal law generally requires states  that 
mandate additional benefits beyond the 
selected benchmark plan with EHBs to defray 
the costs of the additional benefit(s).18   

55
 

https://hbex.coveredca.com/data-research/library/CoveredCA_2019_Open_Enrollment_Early_Analysis.pdf
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Figure 7. COVERED CALIFORNIA 
PRICING REGIONS 
Individual Market Pricing Regions. California divides the state  
into 19 pricing regions for individual and small employer  
coverage. Both in Covered California, and in the non-

exchange individual market, premiums and the number  
and type of health plan options available can differ  

significantly by region. 

Source: Covered California,  Health Insurance
  
Companies and Plan Rates for 2019. 


The California Story
 
California’s pre-ACA individual market offered 
limited, and often expensive coverage that also 
completely excluded many individuals who 
could not pass the strict medical underwriting 
rules in place at the time. 

On passage of the ACA, California fully 
embraced the market reforms and established 
the first ACA state exchange in the country. 
California also enacted state policies that 
exceed federal ACA requirements with the 
goal of ensuring a stable and competitive 
marketplace. 

In 2014, the first year of implementation,  
enrollment in individual market coverage  
increased by 47 percent.21 Half the Californians  
with individual market coverage in 2014  
purchased their coverage from the newly  
created marketplace, Covered California.22  

California also responded aggressively to 
federal policy changes over the last two years 
that could undermine the state’s success. For 
example, in 2017 and 2018 when the federal 
government significantly reduced spending on 
outreach and enrollment, Covered California 

maintained a robust outreach and marketing 
campaign which included efforts to encourage 
younger and healthier individuals to sign 
up. Bringing them into coverage results in a 
healthier risk mix and lowers premiums for 
everyone. 

When the federal government stopped the 
CSR payments, Covered California worked 
to ensure the premium impacts were added 
only to silver tier plans, a practice known as 
“silver loading,” so that the extra costs would be 
covered by increased federal subsidies rather 
than increasing premiums for consumers. 

Despite these efforts, Covered California did 
experience a 23.7 percent decrease in new 
enrollment for 2019 as shown in Figure 6. 

Covered California is still reviewing the  
enrollment data but it seems likely that at least  
some portion of the decline is because of the  
elimination of the individual mandate penalty.  
Policymakers are considering state action  
in this area, including imposition of a state  
mandate penalty.23  

Key Take Aways 
�Individual Market as Only Option.  

Individual health insurance is often the last 
resort for individuals who do not have job-
based coverage or eligibility for public 
coverage programs such as Medi-Cal. 
Because individuals must pay the full 
premium and cost sharing for their 
coverage, unlike job-based coverage 
where employers contribute to the 
premiums, financial assistance, 
affordability and the need for outreach 
that encourages individuals to sign-up  are 
especially important in the individual  
market. 

�Covered California Success. California  
has successfully implemented a strong and 
resilient SBE. Resources dedicated to 
outreach, marketing, and application 
assistance, and state-level policies that 
exceed ACA requirements, have helped 
maintain steady enrollment in the nation’s  
largest state-based marketplace. 

�Individual Market for Lower- Income 
Californians. Federal ACA subsidies are  
critical to the success of Covered California 
and maintaining California’s relatively low 
uninsured rate. Cost is the primary reason 
Californians report for remaining 
uninsured.24 In 2018, 90 percent of 
Covered California enrollees were eligible  
for and received federal subsidies.25  

�Covered California Resilience 
being tested. Starting in 2019, 
individuals no longer face a federal tax 
penalty for failure to maintain health 
coverage. New enrollments in Covered 
California dropped by 23.7 percent for 
2019, signaling the need for careful 
monitoring and state action to strengthen 
the individual market so as to preserve the  
gains California has made to date. 

https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
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25.	 Covered California, Covered California’s Health 
Insurance Companies and Plan Rates for 2019, 
August 2018. 

Resources 

The federal Center for Consumer 
Information and Insurance Oversight 
www.cms.gov/cciio/ 

Covered California 
www.coveredca.com 

Covered California Board 
www.hbex.coveredca.com 

Department of Managed Health 
Care 
www.dmhc.ca.gov 

California Department of Insurance 

www.insurance.ca.gov 

About ITUP 
Insure the Uninsured Project (ITUP) is a 
Sacramento-based nonprofit health policy 
institute that for more than two decades 
has provided expert analysis and facilitated 
convenings for California policymakers and 
decisionmakers focused on health reform. 

The mission of ITUP is to promote innovative 
and workable policy solutions that expand 
health care access and improve the health of 
Californians, through policy-focused research 
and broad- based stakeholder engagement. 

ITUP is generously supported by the 
following funders: 

�Blue Shield of California Foundation 

�California Community Foundation 

�California Health Care Foundation 

�Kaiser Permanente 

�The California Endowment 

�The California Wellness Foundation 

@ITUP 

@InsuretheUninsuredProject

@InsuretheUninsuredProject 

www.itup.org 

https://www.coveredca.com/
https://twitter.com/ITUP
https://www.linkedin.com/company/1785850/
https://www.facebook.com/insuretheuninsuredproject/
http://www.itup.org
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=200920100AB1602
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=200920100SB900
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_Options_To_Improve_Affordability.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_Options_To_Improve_Affordability.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_Options_To_Improve_Affordability.pdf
https://www.cms.gov/CCIIO/Resources/Files/guidance_to_states_on_exchanges.html
https://www.cms.gov/CCIIO/Resources/Files/guidance_to_states_on_exchanges.html
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.healthcare.gov/choose-a-plan/plans-categories/
https://www.healthcare.gov/choose-a-plan/plans-categories/
https://www.healthcare.gov/choose-a-plan/catastrophic-health-plans/
https://www.healthcare.gov/choose-a-plan/catastrophic-health-plans/
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.govinfo.gov/content/pkg/FR-2018-04-17/pdf/2018-07355.pdf
https://www.govinfo.gov/content/pkg/FR-2018-04-17/pdf/2018-07355.pdf
https://www.govinfo.gov/content/pkg/FR-2018-04-17/pdf/2018-07355.pdf
http://hbex.coveredca.com/insurance-companies/PDFs/QHP-Model-Contract-2017-2019-Amended-for-2017-and-2018.pdf
http://hbex.coveredca.com/insurance-companies/PDFs/QHP-Model-Contract-2017-2019-Amended-for-2017-and-2018.pdf
http://hbex.coveredca.com/insurance-companies/PDFs/QHP-Model-Contract-2017-2019-Amended-for-2017-and-2018.pdf
http://hbex.coveredca.com/insurance-companies/PDFs/2017-2019-CCSB-QHP-Issuer-Model-Contract-for-CC-website.pdf
http://hbex.coveredca.com/insurance-companies/PDFs/2017-2019-CCSB-QHP-Issuer-Model-Contract-for-CC-website.pdf
http://hbex.coveredca.com/insurance-companies/PDFs/2017-2019-CCSB-QHP-Issuer-Model-Contract-for-CC-website.pdf
https://www.chcf.org/blog/enrollment-in-individual-health-plans-up-47-in-2014/
https://www.chcf.org/blog/enrollment-in-individual-health-plans-up-47-in-2014/
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB414
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200SB175
http://ask.chis.ucla.edu/ask/SitePages/AskChisLogin.aspx?ReturnUrl=%2fAskCHIS%2ftools%2f_layouts%2fAuthenticate.aspx%3fSource%3d%252FAskCHIS%252Ftools%252F%255Flayouts%252FAskChisTool%252Fhome%252Easpx&Source=%2FAskCHIS%2Ftools%2F_layouts%2FAskChisTool%2Fhome%2Easpx#/geography
http://ask.chis.ucla.edu/ask/SitePages/AskChisLogin.aspx?ReturnUrl=%2fAskCHIS%2ftools%2f_layouts%2fAuthenticate.aspx%3fSource%3d%252FAskCHIS%252Ftools%252F%255Flayouts%252FAskChisTool%252Fhome%252Easpx&Source=%2FAskCHIS%2Ftools%2F_layouts%2FAskChisTool%2Fhome%2Easpx#/geography
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.coveredca.com/newsroom/PDFs/CoveredCA_2019_Plans_and_Rates.pdf
https://www.chcf.org/wp-content/uploads/2017/12/PDF-ReadyReformHealthInsRegulationACA.pdf
http://Healthcare.gov
http://Healthcare.gov
http://Healthcare.gov
http://www.hbex.coveredca.com
http://www.dmhc.ca.gov
http://www.insurance.ca.gov
http://www.cms.gov/cciio/
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Appendix A. Covered California 2019 Patient-Centered Benefit Designs and 
Medical Cost Shares 

As authorized under state law, Covered California established the attached standard benefit designs for each of the metal tiers to facilitate consumer 
comparison and emphasize access to primary and preventive care. Below are key terms used in the attached overview of the benefit designs. 

Key Terms 
Deductible is the amount a consumer pays for covered health care services before coverage begins. For example, with a $2,500 deductible, the 
consumer pays the first $2,500 of covered services. 

Premium is the monthly amount the purchaser pays for health coverage. Premiums do not include cost sharing at the point of care (out-of-pocket 
costs) such as deductibles, copayments, and coinsurance. 

Enhanced Silver Plans have silver plan coverage and premiums but lower out-of-pocket costs. Eligibility is based on income. The Enhanced Silver 
plan pays 94 percent, 87 percent, or 73 percent of expenses (in total) for covered benefits, depending on the plan an individual is eligible to 
purchase, with enrollees responsible for the remaining percentage. 

Annual Out-of-Pocket Maximum refers to the highest amount a consumer is required to pay for covered services per year. After individuals 
reach the maximum, the health plan pays 100% of the costs without any additional cost sharing. The out-of-pocket maximum does not include 
monthly premiums or the cost of benefits the plan does not cover. The ACA establishes the dollar limits which are annually adjusted by formula. 

Actuarial Value (AV) is the average percent of benefit costs covered by a health plan product compared to the out-of-pocket costs paid by the 
covered person. The ACA assigns metal labels to specific actuarial values: bronze (60%), silver (70%), gold (80%) and platinum (90%). 

Copayment is a fixed amount the consumer pays for a covered health care service. 

Covered California defined Prescription Drug Tiers: 

Tier 1: Most generic* drugs or low-cost preferred** brand drugs (referred to as Generic Drugs) 

Tier 2: Preferred Brand drugs or non-preferred generic drugs (referred to as Preferred Drugs) 

Tier 3: Non-preferred Brand Drugs or non-preferred generic drugs (referred to as Non-preferred Drugs) 

Tier 4: Prescription drugs or net drug cost per prescription over $600 (referred to as Specialty Drugs). 

*Generic generally refers to prescription drugs that are approved by the Food and Drug Administration to be safe, effective and equivalent to the 
brand-name counterparts. 

**Preferred commonly refers to prescription drugs that do not have a generic equivalent but have been in the market for a time and are widely 
accepted. These drugs are usually listed on health plan formularies (a list of covered prescription drugs developed by individual health plans). 
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MAPPING  THE FUTURE
 INDIVIDUAL HEALTH INSURANCE

What’s next? MARCH 2019 

The federal Affordable Care Act (ACA) imposes sweeping changes in the rules go verning  
private health insurance and expands eligibility for Medicaid (Medi-Cal) among other  
provisions. The ACA changed the health car e landscape in California and significantly  
reduced the number of uninsur ed Californians under age 65 to nearly three million in 2017.1   

For individuals who do not have  employer  coverage, and are not  eligible  for public coverage  
programs, the individual market is the last available option to secure health coverage.  

California fully embraced the ACA and became the first state to create a state-based ACA 
exchange that organizes the individual and small employer markets.2  Covered California 
is now the largest state-based exchange in the nation. 

Shifting federal policies threaten to undermine the success of Covered California and the  
viability of the individual market. In the next few years, California policymakers will need  
to examine state options that can help to stabilize the market and improve the affordability of coverage for individuals who have no  
other coverage option. 
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Purpose of this Report 
This publication and the companion publication, Mapping the Future of Medi-Cal, examine pressing issues related to these 
coverage options for Californians without employer-sponsored coverage or Medicare. For a basic overview of Covered California 
and the Individual Market, see the just released edition of ITUP Essentials. 

The discussion of each topic includes the relevant federal and state context with a brief analysis. 

Insurance Coverage 2017  • Californians under age 65 
TOTAL: 32.9 Million 
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PUBLIC PRIVATE UNINSURED 
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Sources: Estimates from California Health Interview Survey 2017 data, Covered California, Active Member Profiles, December 2017 and Katherine 
Wilson, "State Release Data on California 2017 Health Insurance Enrollment," California Health Care Foundation, August 2018, companion Excel file. 
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DEFINITIONS 
ACA Premium Tax Credit is a federal,  
refundable tax credit that reduces  
exchange monthly premiums for  
eligible individuals and families at  
or below 400 percent of the Federal 
Poverty Level (FPL) ($48,560 in 
annual income for one person in 
2019) who are not  eligible for Medi-
Cal. 

Actuarial Value (AV) is the average 
percent of benefit costs covered by  a 
health plan product compared 
to the out-of-pocket costs paid by 
the covered person. A 70% AV plan 
covers 70% of benefit costs and the 
enrollee pays 30%.  The ACA assigns 
metal labels to specific actuarial 
values: bronze (60%), silver (70%), 
gold (80%) and platinum (90%). 

Cost Sharing Reductions (CSRs)  are 
federal payments to qualified health 
plans that reduce out-of-pocket costs 
for individuals between 138 and   250 
percent FPL (between $16,753  and 
$30,350 in household income for  one 
person in 2019) purchasing 
a silver level plan in the exchange. 

Essential Health Benefits (EHBs) 
are  ten categories of health services 
that  must be covered in individual 
and  small employer health plans 
under  the ACA. 

Out-of-Pocket Cost  is the amount 
an  enrollee pays for covered services 
at  the point of care, also known as 
cost-sharing. Out-of-pocket costs 
typically  come in the form of 
coinsurance,  copayments, and 
deductibles. 

Qualified Health Plan (QHP) is 
a health plan that meets state 
and federal ACA marketplace 
requirements and is certified by 
Covered California to offer health 
coverage through the exchange. 

I. The Basics
The ACA establishes a federal floor that ensures individuals in every state have basic 
protections in common with respect to the availability, affordability, comparability and 
transparency of health coverage. A central theme of the ACA is to organize markets and 
products in ways that both protect consumers and make it easier for them to compare 
and choose among their coverage options. 

A cornerstone of the ACA is the establishment of state-level health insurance exchanges 
that serve as marketplaces to support individuals and small employers in comparing 
coverage options and to administer federal financial assistance that helps low-income 
individuals and families purchase coverage. 

Pre-ACA Individual Market 
Prior to the ACA, individual coverage was expensive, often with very limited benefits 
and high out-of-pocket costs. Health plans selling individual policies routinely denied 
coverage or hiked premiums based on an applicant’s health status or medical history 
and imposed coverage exclusions for pre-existing health conditions. 

Health plans in California and most other states had total discretion to collect and use 
medical and health information to evaluate individual applicants (known as medical 
underwriting); no two health plans had identical criteria for making coverage and 
rating decisions. Common conditions triggering a denial of coverage included cancer, 
diabetes and mental health disorders, but also less obvious conditions such as 
asthma, acne and obesity. 

Coverage in the individual market often included annual and lifetime dollar limits 
on benefits, fixed limits on coverage (e.g., maximum 60 days of hospital coverage) and 
typically no limits on consumer out-of-pocket costs. Some policies excluded coverage 
for basic primary and preventive care and focused primarily on high-cost services like 
hospitalization. 

ACA Individual Market 
Before the ACA, states assumed the primary role in setting market rules and regulating 
most aspects of private health insurance. Under the ACA, states continue to have the 
lead in oversight but now also enforce ACA federal standards affecting virtually all 
aspects of health insurance—including eligibility for coverage, benefits, premium 
rates, market conduct, quality and transparency—with the most sweeping changes 
affecting coverage in the individual and small group markets. 

The ACA changed the individual market by removing barriers to coverage, setting 
minimum standards for coverage, and funding federal premium and cost-sharing 
subsidies. New ACA market rules include: 

 Insurers can no longer deny coverage based on health status, medical history or 
pre-existing conditions and must offer and renew coverage to all eligible applicants 
(known as guaranteed issue and renewal); 

 No coverage or benefit limits can be imposed because of pre-existing health 
conditions; 

 No annual or lifetime dollar limits on benefits; 



Average Annual Premium Contributions for Single Coverage 
Covered California vs. Job-Based Coverage, 2017
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 Children can stay on a parent’s health insurance plan as dependents until age 26; 

 Premiums must be based solely on age and geography (using state developed 
regions); 

 Premiums cannot vary by more than a three-to-one ratio from the youngest 
enrollee to the oldest; 

 Health plans must cover all ten essential health benefits, including mental health 
and substance use treatment; 

 Health plans must meet federally defined minimum values and disclose the 
actuarial value of products; and 

 Consumer cost sharing is limited to a maximum out-of-pocket amount set annually 
by federal formula.4 

Figure 1. Comparison of Consumer Share of Premiums, 
Employer-Sponsored and Individual Coverage 

US Job-Based $1,213 $5,477 

CA Job-Based $996 $6,255 

Covered California 
$1,530 $4,049 (Subsidized) 

Covered California $4,771 
(Unsubsidized) 

$0 $2,000 $4,000 $6,000 $8,000 

Employee or Individual Consumer Employer Share or Federal Subsidy 

Source: California Health Care Foundation, California Employer Health Benefits: Workers Shoulder More Costs, 
June 26, 2018. Covered California, June 2017 Membership Profile. Chart prepared by Insure the Uninsured 
Project. 

Coverage under the ACA 

The ACA defines four  “metal tiers”  of coverage based on a product’s actuarial value (AV), 
as shown below.5  The AV is the average portion of total health care costs covered by 
the health plan versus what consumers pay out-of-pocket, excluding premiums. 

 Bronze Tier (60% AV) 

 Silver Tier (70% AV) 

 Gold Tier (80% AV) 

 Platinum Tier (90% AV) 

In addition, the ACA establishes a minimum coverage plan, or Catastrophic Plan,  with 
lower monthly premiums and a high deductible ($7,900 in 2019).6  To purchase  a 
Catastrophic Plan, an individual must be under age 30 or qualify for a hardship or 
affordability exemption. The “minimum coverage” plan includes thr ee doctor or urgent  
care visits with no out-of-pocket costs and offers free preventive benefits. 7  

ACA Federal Financial Assistance 

The ACA establishes federal subsidies to help low- and moderate-income individuals 
afford exchange coverage in the form of premium tax credits for individuals with 
incomes at or below 400 percent FPL. In 2018, nearly 90 percent of Covered California 
enrollees received premium assistance.8   

FAST FACTS 

2.2 Million
Californians purchase 
individual coverage 

1.3 Million
Californians on average are  

enrolled in Covered California 

90% 
of Covered California  

consumers receive federal  
subsidies 

2 in 5 
Covered California enrollees  

report difficulty paying   
monthly premiums3 
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The ACA also establishes cost sharing reduction subsidies to 
reduce out-of-pocket costs for consumers with incomes at or 
below 250 percent FPL.  The federal government makes CSR 
payments to health plans who then reduce consumer cost 
sharing. In 2017, the President eliminated CSR payments. 
Regardless of the federal contribution, plans are still required to 
reduce cost sharing for low-income enrollees under the ACA. 
(Note: Covered California worked to ensure the premium 
impacts were added only-to silver tier plans, a practice known as 
“silver loading,”  so that the extra costs would be covered by 
increased federal subsidies rather than increasing premiums for 
consumers.) 

The California Individual Market 
California fully embraced the ACA reforms of individual and 
small employer (group) coverage. The state had nearly 30 years 
of experience with guaranteed issue and renewal in the small 
group market and made necessary conforming changes while 
preserving state standards and consumer protections that 
exceeded the ACA. 

California also passed conforming legislation for individual coverage 
and included numerous provisions that exceed ACA requirements 
to ensure a stable and healthy state exchange and market. 
Examples of California provisions that exceed federal requirements: 

 Requires Covered California to choose health plans through 
a competitive process (selectively contract) and “provide 
health care choices that offer the optimal combination of 
choice, value, quality and service.”9 

  Federal law requires exchange health plans to offer at 
least one silver and one gold option.10 California requires 
exchange health plans to offer coverage at all five levels, 
including the minimum coverage option.11 

 Limits health plans only selling non-grandfathered 
individual coverage outside the exchange (off-exchange) to 
product offerings in the four metal tiers and prohibits them 
from offering catastrophic coverage. Requires off-exchange 
plans to offer coverage in all metal tiers.12 

Covered California as an Active Purchaser 

California made the decision early on to set up the state 
exchange as an “active purchaser,” meaning that it selectively 
contracts with insurers, negotiates rates, standardizes benefits 
and requires programs that promote delivery system 
improvement. Covered California is required to select 
participating health plans through a competitive process. For 
each coverage year, Covered California actively negotiates with 
potential plans on premiums, networks, geographic coverage 
and quality performance. In addition, Covered California health 
plan contracts impose contract requirements adopted by 

the independent Covered California Board related to quality, 
performance and public reporting. 

As one indicator of the impact of an active purchaser exchange, for 
Covered California enrollees, weighted average premiums increased 
by 7.7 percent in the first five years of operation, 2014-2019, 
compared to 13.1 percent in the F ederally Facilitated Marketplace 
that organizes coverage for states without an exchange.13  

Standard Benefit Designs 

As permitted in federal law and authorized in California law, 
Covered California requires contracted QHPs to offer standard 
benefits at each coverage level defined by specified coverage 
and consumer cost sharing requirements. Standardized benefit 
designs support consumer decision making by simplifying the 
choice between health plans, allowing for an “apples to apples” 
comparison of the premium price and other features. 

Covered California worked with stakeholders to develop what it 
calls “Patient-Centered Designs” that encourage access to 
primary and preventive care services. For example, in bronze-tier 
coverage, three basic primary and preventive care services are 
covered before the consumer has to meet the annual deductible. 
In the other metal tiers, a broader set of primary and preventive 
care services are not subject to the deductible. 

Under California law, the standard benefit designs also affect 
coverage offerings in the outside market. Health  plans not in the 
exchange also have to offer standard benefit designs in each 
metal tier.14 Exchange standardized products offered outside the 
exchange are sometimes referred to as  “mirror”  products. 

State Oversight of Health Insurance in California 

For more than 50 years, California has maintained a bifurcated 
system for regulation of health insurance. The Department of 
Managed Health Care (DMHC) regulates Health Maintenance 
Organizations (HMOs) and some Preferred Provider 
Organizations (PPOs) under the Knox-Keene Health Care Service 
Plan Act of 1973 (Knox-Keene). The California Department 
of Insurance (CDI) regulates some PPOs and traditional 
indemnity insurance subject to the California Insurance Code. 

State regulators control market entry, evaluate initial and 
ongoing compliance with statutory and regulatory standards, 
and enforce standards through legal remedies including fines, 
penalties, court injunctions, suspension or revocation. Once the 
ACA reduced the differences between products, health plans 
moved products to DMHC which now regulates 75 percent of 
the individual market. (See Figure 2.) Although similar rules and 
standards now apply, legacy differences remain and parallel 
statutes have not always resulted in parallel regulations or 
enforcement. 
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Figure 2. Individual Market Enrollment by Regulator Pre- and Post ACA, 2013-2017 

2,027,382 	 2,054,124 (92,225 in Grandfathered Plans) 

1,040,569 

448,884 
320,1341 165,907 (132,414 in Grandfathered Plans) 

California Department of Insurance 

Department of Managed Health Care 

2013		 2015 2017 

Source: Katherine Wilson “State Releases Data on California 2017 Health Insurance Enrollment,” California Health Care  
Foundation, August 1, 2018, Document Downloads, “California Health Insurance Enrollment Data, 2017 (zip).” 

Key Characteristics of California’s Individual Health 
Insurance Market 

 Individual Coverage Differs from Job-Based or Public 
Coverage. Individual health insurance is often the only 
coverage option for individuals without job-based coverage 
or eligibility for public coverage programs such as Medi-Cal 
or Medicare. Because individuals must pay the full premium 
and cost sharing for their coverage, unlike job-based 
coverage where employers contribute to the premiums, 
financial assistance, affordability and the need for outreach 
that encourages individuals to sign-up are especially 
important in the individual market. 

Given the potential for consumers to bear significant 
premiums and out-of-pocket costs, those who have existing 
health care needs or worries are more likely to seek out 
coverage than healthier individuals. Given the relatively small 
number who purchase individual coverage (2.2 million), 
compared with the larger employer market (16.9 million), the 
associated “risk profile” of individuals purchasing individual 
coverage has a significant impact on costs and premiums for 
everyone. 

 Coverage Split Between Exchange and Off-Exchange.   
About 2.2 million Californians purchased individual coverage 
in 2017, 56 percent through Covered California and 44 
percent “off-exchange”  purchased directly from health 
plans.15 (See Figure 3.) Product choices outside Covered 
California include those that meet ACA standards (ACA-
compliant) and products identical to products sold in 
Covered California (“mirror”  products). In addition, a small 
number of “grandfathered plans”  (approximately 225,000 
enrolled in 2017), which are described below, remain in 
the individual market.

Grandfathered Plans. Under the ACA, individual and small  
group health plans that existed on March 23, 2010 – the day  
the ACA was enacted –are subject to only certain provisions  
of the law. For example, grandfathered health plans are 
limited to individuals (and small employers) enrolled prior 
to passage of the ACA, the offering health plans can 
charge more based on pre-existing conditions and they 
do not have to meet all of the ACA’s essential benefits 
requirements. Grandfathered health plans can lose this 
status if certain significant changes are made to the 
coverage that reduce benefits or increase consumer costs. 

 Covered California is Strong Despite Enrollment 
“Churn.” California has successfully implemented a strong 
and resilient state-based exchange. Resources dedicated to 
outreach, marketing, and application assistance, and state 
policies that exceed ACA requirements, have helped to 
maintain steady enrollment in the nation’s largest state-
based marketplace. Despite more turnover or churn in 
Covered California than in the large employer market, 
Covered California has maintained relatively consistent total
enrollment numbers over the past five years. Each year, 
approximately 40 percent of Covered California enrollees 
leave the marketplace, with most (84 percent) transitioning 
to other coverage.16  This phenomenon, often referred to as 
“churn,”  also characterized the individual market pre-ACA. 
The level of churn underscores that individual coverage is a 
fallback option as people move back and forth to job-based 
coverage, or as incomes fluctuate between eligibility for 
Medi-Cal versus federal subsidies available in the exchange. 

 Federal Financial Assistance is Essential but  
Affordability Concerns Remain. Covered California 
administers the federal premium tax credits that reduce 
premiums for individuals under 400 percent FPL. 

 

https://www.chcf.org/blog/state-releases-data-on-california-2017-health-insurance-enrollment/
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Figure 3. Profile Of California’s 
Individual Market, 2017 

970,871 

1,096,490 

152,660 

Unsubsidized 

Subsidized 

Off Exchange Covered California 

Source: Katherine Wilson, “State Releases Data on California 2017  
Health Insurance Enrollment” California Health Care Foundation,  
August 2018, companion Excel file. 

Federal ACA subsidies are critical to the success of Covered 
California and to preserving California’s  coverage gains. In 
2018, nearly 90 percent of Covered California enrollees 
were eligible for and received federal subsidies.17  
Individuals can choose to purchase coverage through 
Covered California or directly from a health plan outside 
the state marketplace, but premium subsidies and CSRs 
based on family income are only available through 
Covered California. Although federal subsidies have been a 
game-changer in bringing many low- and moderate-
income individuals into coverage, affordability challenges 
remain as discussed below. 

 Premium Prices Matter. Cost is the primary reason 
Californians report for remaining uninsured.18 Since 
individuals bear the full premium costs for individual 
coverage, absent financial assistance, the decision to 
purchase coverage is heavily impacted by premium rates. 
Premium costs also influence coverage selection. In 2018, a  
majority of Covered California enrollees selected products 
with lower premiums even though the products cover a 
lower proportion of anticipated expenses – 29 percent 
selected a bronze plan (lowest premiums) and 56 percent 
chose a silver plan; less than 15 percent enrolled in a gold  or 
platinum plan (highest premiums) which cover a higher 
proportion of anticipated expenses.19 Among subsidized 
enrollees, the majority selected a silver plan (60 percent) 
where CSRs are available to lower-income individuals. By 
contrast, higher proportions of unsubsidized enrollees chose 
bronze (47 percent) compared to relatively low numbers 
choosing gold (18 percent) or platinum (8 percent) plans.20 

Figure 4. Covered California Premium Rate 
Increases, Year-Over-Year, Statewide Weighted 

Averages 45% 

40% 

35% 

30% 

25% 

20% 

15% 

10% 

5% 

0% 
2015 2016 2017 2018 2019 

2015 increase (>) 

> over 2015 

> over 2016 

> over 2017* 

> over 2018 

Source: Covered California Rate for 2015, 2016, 2017, 2018, 2019. *  The Cost sharing 

reduction surcharge imposed on silver tier plans is not included in these rates. 

 Premiums Vary by Region. Insurers wanting to participate 
in the exchange propose regions and partial regions they 
wish to serve,  and region-specific rates, which are then  
negotiated with Covered California.   Wide variation in average 
premiums  have  occurred  across  the  state  in  each  of  the  past 
five years. For example, comparing San Francisco and Los   
Angeles, premiums can be as much as 24 percent higher in   
San Francisco.21 Premium rates are also subject to rate review  
by DMHC and CDI.  The regulators determine the 
reasonableness of the rates but cannot approve   or 
disapprove the final rates. Annual rate increases have
generally not impacted total Covered California
enrollment and in most regions consumers can shop for a 
lower cost product in the same tier. For Covered California 
enrollees receiving premium assistance, subsidies increase
as premiums increase, insulating consumers from the cost 
increases. (See Figure 4.)

 Number of Health Plans  Varies by Region. Consistent 
with federal law, California divides the state into 19 pricing   or 
rating regions for individual and small employer coverage.   
The number and type of health plan options varies by region.    
In the last three years, the same eleven health plans 
participated in Covered California but many cover only a few   
regions of the state. For some rating regions, and in some zip 
codes, consumers have only one or two health plan choices in   
the exchange, often contributing to premiums much higher  
than other areas of the state. Approximately four percent of   
Covered California enrollees in 2019 had only one health plan 
choice. Ninety-six percent had at least two plans and 80  
percent had three.22  

https://www.chcf.org/blog/state-releases-data-on-california-2017-health-insurance-enrollment/
https://www.chcf.org/blog/state-releases-data-on-california-2017-health-insurance-enrollment/
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II. Federal Threats to the ACA


In 2017, there were more than 50 Republican-led attempts to repeal or modify the ACA. Major Congressional efforts to repeal and  
replace the ACA in 2017 included the American Health Care Act, the Better Care Reconciliation Act, and the Graham-Cassidy-
Heller-Johnson Proposal. All of these bills failed.  (See Figure 5 below.) 

Figure 5. Federal ACA Repeal and Replace Legislation 

Repeal and Replace Bill Overview of Individual Market Provisions 

American Health Care Act  Eliminates the ACA requirement for individuals and employers to purchase coverage (individual and  
employer mandates) and the penalties associated with failure to comply. 

 Replaces the individual mandate with a late enrollment penalty. 

 Maintains the requirement that health plans cover EHBs unless the state secures a waiver. 

 Eliminates ACA actuarial value standards. 

 Replaces ACA tax credits with new age-adjusted tax credits that do not vary by geographic region,  
income or premium levels. 

 Repeals the CSR subsidies. 

 Allows states to change the ratio for health care premiums between the youngest and oldest adults  
to 5:1 instead of the 3:1 ratio in the ACA. 

Better Care Reconciliation 

Act 

 Retroactively, eliminates the ACA penalties for individuals and employers who do not comply with  
the individual mandate. 

 Replaces the individual mandate with a late enrollment penalty. 

 Reduces the value and amount of premium tax credits by linking the credit to coverage with an 
actuarial value of 58 percent instead of the ACA benchmark of the second lowest cost silver plan, a  
70 percent actuarial value plan. 

 Reduces the income eligibility for premium tax credits from 400 percent to 350 percent FPL. 

 Allows premium tax credits to be used to purchase catastrophic plans. 

 Repeals the CSR subsidies. 

Graham-Cassidy-Heller

Johnson Proposal 

 Eliminates penalties for individuals and employers that do not comply with the ACA coverage 
mandates and allows states to waive many of the consumer protections of the ACA. 

 Establishes a new state block grant program consolidating ACA funding for coverage expansion  
(premium tax credits, cost sharing reductions and Medicaid expansion), reducing the funding and 
implementing complex funding formulas for determining individual state grants. 

 Ends refundable tax credits and CSR subsidies. 

While no major repeal effort succeeded in Congress, over the last two years, Congress and the federal administration have adopted 
other strategies that weaken the ACA, including repealing the penalty for not having health insurance, and adopting regulations 
and administrative guidance that rollback key provisions and protections built in to the ACA. In addition, legal challenges initiated 
at the state level also pose a significant threat to the coverage gains and market improvements California has made under the ACA. 

77
 

http://www.itup.org/aca-watch/fact-sheets/#Summary%20of%20The%20American%20Health%20Care%20Act
http://www.itup.org/aca-watch/fact-sheets/#Summary%20of%20the%20Better%20Care%20Reconciliation%20Act
http://www.itup.org/aca-watch/fact-sheets/#The%20Graham-Cassidy-Heller-Johnson%20Proposal
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FEDERAL THREAT ISSUE  1: Elimination of the Individual Mandate Tax Penalty 

Overview 
The ACA requires individuals to maintain minimum coverage  
unless exempted, or pay a tax penalty. The basic rationale  
behind an individual coverage requirement is that if everyone  
is required to have insurance—including young and healthy  
people—the “risk pools” will be broad enough to lower  
premiums for everyone, even those with expensive medical  
conditions. Health insurers “pool,” or combine, the medical costs  
of specific groups to calculate premiums. Pooling risks together  
allows the higher costs of the less healthy covered individuals  
to be offset by the relatively lower costs of healthier individuals.  
In general, the larger the risk pool, the more predictable and  
stable the premiums will be. For this reason, the individual  
health insurance market, a relatively small market compared to  
employer coverage and large public programs, has always been  
susceptible to significant premium changes based on the relative  
number and risk profile of the individuals covered. 

Federal Context 
In December 2017, Congress passed the Tax Cuts and Jobs 
Act, which eliminated the financial penalty for not having 

health insurance effective January 1, 2019. At the time, the 
Congressional Budget Office estimated that four million fewer 
people would be covered in 2019 because of the elimination 
of the individual mandate penalty, increasing to 12-13 million 
from 2021-2027, while premiums in the individual market would 
increase by about 10 percent most years between 2019-2027.23   

At the state level, several states adopted state coverage 
requirements (See Figure 6 below) and other states have 
considered legislation to adopt state-specific individual 
mandates, including Connecticut and Maryland. The legislation 
did not advance in these two states. 

As just one illustration of the impact of a state-based individual 
mandate, in Massachusetts, enrollment doubled following the 
full implementation of the state individual mandate which 
imposed a different penalty structure than that of the ACA. As a 
result, enrollment growth was greater among those without, 
compared to those with, a chronic illness, and the average 
enrollee age also dropped.24  

Figure 6. State-Specific Individual Mandates and Penalties 

State State-Specific Individual Mandate and Penalty 

Massachusetts  Enacted pre-ACA in 2006. 

 Requires all adults to have a minimum level of affordable coverage except for people with sincerely held religious 
beliefs or with certain financial hardships. 

 The tax penalty for not complying equals up to 50 percent of the lowest cost plan available to the individual in the  
state’s marketplace. Exemptions from the penalty include individuals under 150 percent FPL and those with a short 
gap in coverage. 

New Jersey  Recently enacted and in effect in 2019 with rules closely resembling the federal rules, but the maximum penalty is 
tied to state-specific bronze plan premium. 

 Requires uninsured taxpayers to receive a notice informing them about coverage options. 

 Penalty revenue to be used for state-operated reinsurance program. 

Vermont  Recently enacted and in effect in 2020. 

 No enforcement mechanism or penalty, a workgroup is charged with developing recommendations. 

 Requires outreach to inform consumers about coverage options and the new state-specific individual mandate. 

District of Columbia  

(DC) 

 Recently enacted and in effect in 2019 with rules closely resembling the federal rules, but the maximum penalty is 
tied to DC-specific bronze plan premium. 

 Requires uninsured taxpayers to receive a notice informing them about coverage options. 

 P enalty revenue is to be used for outreach, education, and increasing availability or affordability of insurance. 

Source: Office of Legislative Research, “Federal and State Individual Mandate Penalties,” November 2018 and Dania Palanker, Rachel Schwab, and Justin Giovannelli,  
“State Efforts to Pass Individual Mandate Requirements Aim to Stabilize Markets and Protect Consumers,” June 14, 2018. 
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https://www.cga.ct.gov/2018/rpt/pdf/2018-R-0204.pdf
https://www.commonwealthfund.org/blog/2018/state-efforts-pass-individual-mandate-requirements-aim-stabilize-markets-and-protect
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State Context 
Covered California estimated that the elimination of the  
individual mandate penalty would increase premiums by 6  
percent and reduce enrollment by approximately 12 percent in 
2019.25 A study published in Health Affairs estimated that the 
elimination of the penalty would negatively impact the recent 
coverage gains by a substantial margin (about 19 percent of 
respondents said they would not have purchased coverage in 
2017 if there had been no penalty), particularly for those who 
have historically been less likely to be insured (e.g., those with 
lower income, lower education, Latinos, younger and healthier 
people).26  

Covered California health plans anticipated the impact of 
eliminating the penalty and submitted higher premiums for 
2019; rate increases ranged from 2.5-6 percent, with an average 
increase of 3.5 percent.27 Results of the 2019 Covered California 
open enrollment period suggest that the drop in new enrollment 
associated with the elimination of the individual mandate 
tax penalty may be substantially higher than anticipated. 
According to preliminary data from the 2019 open enrollment, 
new enrollments dropped 23.7 percent, with new enrollment 
of subsidy-eligible consumers dropping 22.2 percent (from 
359,480 individuals in 2018 to 279,690 in 2017) and unsubsidized 
new enrollment dropping 28.6 percent (from 63,720 individuals 
in 2018 to 45,500 in 2017.)28  (See Figure 7 below.) 

Figure 7. Preliminary New Enrollment in Covered California, Open Enrollment Period, 2016-2019 

439,400 
383,430 

55,970 

411,710 
339,380 

72,330 

423,200 
359,480 

62,720 

325,190 
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45,500 

Total New Enrollment 
Subsidy-Eligible New Enrollees 
Unsubsidized New Enrollees 

50,000 150,000 250,000 350,000 450,000 
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Source: Sources: Covered California, “Covered California 2019 Open Enrollment Early Observations and Analysis,”  January 30, 2019, see 
Appendix.  Covered California, 2016, 2017 and 2018  Open Enrollment plan selection profile. Chart prepared by Insure the Uninsured Project. 

Analysis 
UCLA and UC Berkeley researchers estimate that the rate of  
uninsured Californians will increase without state action to  
counteract the elimination of the tax penalty.29  The study  
projects that between 150,000 and 450,000 more Californians  
will be uninsured in 2020, growing to between 490,000 and  
790,000 more uninsured in 2023, compared to the projected  
number if the ACA penalty had been maintained. Researchers  
found that the most substantial enrollment changes will occur in  
the individual market, where they project enrollment will decline  
by 10.1 percent in 2020 and 14.4 percent in 2023. 

To ensure stability of insurance markets, particularly the  
individual market, policymakers are considering options to  
address the enrollment and cost impacts. Options under  
discussion include: 

 Financial incentives for individuals to retain coverage, such  
as adding state-funded premium assistance for individuals  
above 400 percent FPL and increased assistance for subsidy-
eligible individuals; 

 State-specific individual mandate, an approach that is being  
implemented by Massachusetts, New Jersey, Vermont and  
the District of Columbia, and being considered by several  
other states; 

 Increased resources for outreach and enrollment; and 

 Reinsurance as a cost containment tool. A reinsurance  
program would provide state funds to protect insurers from  
high cost claims by covering costs above a certain amount. 

https://hbex.coveredca.com/data-research/library/CoveredCA_2019_Open_Enrollment_Early_Analysis.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_2019_Open_Enrollment_Early_Analysis.pdf
http://laborcenter.berkeley.edu/pdf/2018/CA-Coverage-Gains-To-Erode-Without-Further-State-Action.pdf
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In the 2019-20 budget, the Governor proposes a state individual 
coverage requirement with a financial penalty modeled after 
the federal tax penalty. The Governor proposes to use the 
revenues from the tax penalty to fund increased premium 
assistance in Covered California, as described in more detail 
in the Affordability section below. The Governor’s budget 
estimates the penalty would raise approximately $500 million in 
additional state revenues. Pending legislation (Assembly Bill (AB) 
414 (Bonta) and Senate Bill (SB)  175 (Pan)) require California 
residents and their dependents to maintain minimum essential 
health coverage, as defined, and  impose a financial penalty for 
failure to do so. These bills also require Covered California to 
determine the penalty and any exemptions from the minimum 
coverage requirement. 

FEDERAL THREAT ISSUE  #2: 
  
Litigation to Invalidate the ACA
 

Overview 
There are multiple ACA-related lawsuits that challenge key 
provisions of the ACA. One of the most high-profile cases is 
Texas v. U.S.(Azar) initiated by the  Texas Attorney General (AG) on 
behalf of 18 Republican AGs and two governors.  The case argues 
that the entire ACA should be overturned since the individual 
mandate tax penalty is no longer being enforced because of  
elimination of the tax penalty.  This lawsuit relies in part on the 
2012 Supreme Court decision to uphold the ACA based on 
finding that the  “individual mandate must be construed as 
imposing a tax on those who do not have health insurance.”30  In 
that ruling,  The Supreme Court declared the individual mandate 
penalty a tax and in upholding the individual mandate, 
reaffirmed Congressional authority to impose taxes including 
those intended to encourage the purchase of health insurance. 

In the lawsuit, the plaintiff AGs and governors are urging the 
court to overturn the entire health care law now that the  
individual mandate is no longer being enforced.  They argue that 
when Congress set the penalty for going without coverage at $0 
in 2019, Congress rendered the mandate unconstitutional, in 
light of the 2012 Supreme Court ruling. Finally, if the Court  
allows the law to stand,  Texas still wants the court to rule that 
guaranteed issue (the requirement that insurers must sell to all 
regardless of health status) and community rating (which 
prohibits individual market insurers from pricing policies based 
on health status) must end because those provisions are linked   
to the individual mandate and tax penalty.  

Federal Context 
Although the federal government t ypically defends existing 
federal laws, the federal Department of Health and Human 
Services and the U.S. Department of Justice partially sided with  
the plaintiffs in Texas v. U.S. (Azar), arguing that guaranteed issue 
and community rating could not be sustained absent the  
mandate penalty. 

States stepped in. California ’s AG, Xavier Becerra, is leading a   
group of 17 Democratic AGs to defend the ACA. On December 
14, 2018, the lower court judge hearing the case ruled in favor  of 
the plaintiffs that the ACA is unconstitutional. On January 3, 
2019, 16 states and the District of Columbia, led by California   ’s 
AG, filed a notice of appeal of the December ruling in the U.S. 
Court  of  Appeals  5th  Circuit  in  New  Orleans;  this  is  the first 
formal step in advancing a legal challenge to the lower court   
decision. 

In the meantime,  a series of ongoing lawsuits are challenging the 
Trump administration’s regulatory initiatives.  These 
have included regulations that encourage the marketing of 
association health plans that do not comply with   ACA individual 
and small-group requirements, and of short-term limited  
duration plans that can last nearly a year and be  renewed for up  
to 36 months, but are completely exempt from all ACA   
consumer protections. Proposed regulations would also allow  
employers to help finance coverage for their employees in the  
individual market through health reimbursement 
arrangements.31  These provisions, along with lawsuits to 
reinstate CSR payments to health plans, are pending in federal  
court. 

State Context 
As noted above, California ’s AG is leading states in defending the  
ACA and led the group appealing the December 2018    district 
court decision in  Texas v. U.S. (Azar) . As outlined in the next 
section, California has also taken steps to respond to many of  
the regulatory initiatives that are the subject of the federal 
lawsuits summarized above, with the goal of preventing or 
reducing the impacts in the state. 

The  Texas district court judge announced his decision 
invalidating the ACA in Texas v. U.S. (Azar)   on the final day of the  
federal marketplace 2019 open enrollment and during open 
enrollment for Covered California. Concerned that news 
accounts of the federal court   ruling could confuse or discourage 
Californians from enrolling, Covered California extended the  
enrollment deadline for coverage beginning on January 1, 2019 ,  
and issued public statements to clarify that  the ruling has no 
effect on ACA coverage at this stage. 
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https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB414
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200SB175
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200SB175
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Analysis 
Many legal scholars, including opponents of the ACA, have 
concluded that the judge’s initial ruling in Texas v. U.S. (Azar) will 
ultimately be overturned.32  Should the judge’s ruling be upheld 
on appeal , legal scholars believe there is a reasonable chance 
that the courts would sever (separate) the mandate from the rest 
of the law. 

To date, California leaders have been united in their efforts to 
actively respond to federal challenges to the ACA and California 
remains a leader in defending the ACA in court. California is 
likely to remain in the forefront of the legal challenges to the 
ACA. Stay tuned. 

FEDERAL THREAT ISSUE #3: 
 
Federal Administrative Actions to Undermine the ACA


Overview
The Trump administration has implemented numerous executive 
and  regulatory actions that  many observers view as challenges and 
rollbacks to key ACA consumer protections. There is widespread 
concern that many of the new rules and proposed changes could 
undermine the ACA success in dramatically reducing the number 
of uninsured, both nationally and in California. 

A key to sustainability of health insurance markets is that 
health plans competing to enroll the same participants must 
operate under the same rules.33 Federal policies that encourage 
individuals to enroll in coverage not subject to ACA market rules,
allow some health plans to potentially attract healthier and 
younger individuals. For example, short-term policies typically 
cover fewer benefits and may be a viable option for individuals 
who consider themselves at low risk of needing health services. 

With that backdrop, California has responded swiftly to federal 
administrative actions by evaluating the impacts for California and,  
when necessary, enacting state policies or procedures aimed at 
preserving the coverage gains the state has made under the ACA. 

Federal Context 
A key to sustainability of health insurance markets is that health 
plans competing to enroll the same participants must operate 
under the same rules.34 

Following passage of the ACA, federal agencies adopted  
numerous regulations and guidance to define, refine and  
interpret provisions of the ACA. The ACA regulations and  

guidance include a significant body of federal administrative 
rules affecting individual coverage, state exchanges and 
administration of the federal premium subsidies. 

Examples of federal ACA implementation rules include: 
authorizing states to further define essential health benefits and 
setting forth the options for states to choose a benchmark plan; 
defining and clarifying annual and special enrollment periods, 
guaranteed issue exceptions, the rating factors and methods 
health plans must use to pool risks, establishing the process and 
the standards for state exchanges to certify qualified health plans 
to participate in the exchange, and setting the terms for 
exchanges to determine eligibility for federal subsidies. 

Over the last two years, the federal Administration has reviewed, 
revised and reinterpreted some existing ACA rules and 
developed additional policies affecting the individual market, 
such as efforts to expand short-term policies and association 
health plans. 

Experts are concerned that the combination of policies, including 
elimination of the federal mandate penalty,   will weaken the 
individual market and state exchanges by encouraging healthier 
individuals to drop out of ACA coverage, and the associated risk 
pools, in favor of lower benefit, non-ACA compliant plans. 
Younger and healthier individuals might also choose to remain 
uninsured.  To the extent that younger and healthier individuals 
leave coverage, premiums can be expected to rise for those that 
remain. 

State Context 
California has responded to federal changes by evaluating 
the impacts for California and when necessary, enacting state 
policies or procedures aimed at preserving the coverage gains 
the state has made under the ACA. Figure 8 highlights specific  
federal actions and California’s response. 

1111 
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Figure 8. California Response to Federal Changes to the ACA

Federal policy Description California Response 

Curtailing federal 
marketing and 
outreach efforts 

Federal funds for outreach/advertising and 
enrollment assistance for the Federally 
Facilitated Marketplace (FFM) (healthcare.gov) 
was substantially reduced and the open 
enrollment period cut in half to 45 days in 
2017.35   The shortened open enrollment period 
and reduced funds for outreach continued in 
2018 and 2019. 

Although not directly impacted by changes in the FFM,  
Covered California increased funding for outreach/ 
advertising and enrollment assistance following the  
federal reductions. California also requires combined  
open and special enrollment periods for the period  
October 31-January 15. Pending legislation, AB 1309  
(Bauer-Kahan) establishes a combined open and  
special enrollment period of October 15-January 31  
starting in 2020.  

Eliminating federal  
funding for CSRs 

The ACA requires the federal government  
to reimburse health plans for the cost of  
reductions to consumer cost sharing (CSRs).  
Regardless of the federal contribution, plans are  
still required to reduce cost sharing for low-
income enrollees under the ACA. The President  
cancelled the payments in October 2017. As  
a result, health plans increased premiums to  
cover the costs of the CSRs.  

Covered California worked with qualified health plans  
to impose the CSR  “surcharge”  on 2018 premiums  
for silver plans only – the average increase was 12.4 
percent and ranged from 8 to 27 percent.36   This 
strategy protected individuals enrolling in silver plans  
who receive a subsidy, since their subsidies increased  
in parallel with the premiums. Individuals not receiving  
subsidies could purchase coverage directly from the  
health plans outside the exchange to avoid paying the  
CSR surcharge.  

Expanding the use of  
short-term policies  
and association  
health plans 

The federal government recently expanded  
the timeframe for which short-term health  
insurance policies can be offered from 3 to 
12 months and authorized renewals, and 
also issued rules that encourage more  
association health plans. Short-term policies 
and association health plans are not required 
to meet ACA guaranteed issue rules or meet 
benefit and value standards. 

In response to the federal guidance expanding access  
to these policies, Governor Brown signed Senate  
Bill (SB) 910 (Hernandez, Chapter 687, Statutes of  
2018) that prohibits the sale of short-term policies  
in California. SB 1375 (Hernandez, Chapter 700,  
Statutes of 2018) clarifies existing California law that  
ACA market rules apply even if individuals or small  
employers join together in an association. 

Easing requirements  
for ACA Section 1332  
Waivers 

Section 1332 of the ACA authorizes states to 
waive certain ACA provisions so long as the 
waiver meets specific criteria, or ‘guardrails,’ 
including guarantee that people retain access 
to coverage that is at least as comprehensive 
and affordable as without the waiver, covers 
as many individuals and is deficit neutral to 
the federal government.37 In October 2018, 
the federal Centers for Medicare & Medicaid 
Services (CMS) issued guidance easing 
requirements, including guardrail protections, 
for states interested in Section 1332 waivers. 

The recent federal guidance expanding the ability  
of states to secure Section 1332 waivers can be used  
by states seeking to roll back coverage requirements  
of the ACA. Pending California legislation, AB 1063  
(Petrie-Norris) would hold Covered California to the  
higher Section 1332 waiver standards outlined in the  
ACA should the state seek a 1332 waiver in the future.  
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http://healthcare.gov
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB1309
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB910
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201720180SB910
http://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201720180SB1375
https://s3.amazonaws.com/public-inspection.federalregister.gov/2018-23182.pdf
http://www.leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB1063
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The Chilling Effect of Public Charge. In addition to federal  
health reform changes, proposed changes to federal immigration  
policy may also be having an impact on Covered California 
enrollment. The federal policy related to “public charge”  is one of 
several factors affecting an individual’s application to become a 
legal permanent resident. A new proposed federal rule would 
broaden  the definition of public charge. (See ITUP public 
comments on the proposed rule for more information.) 

Recent research estimates that the proposed rule is likely to 
increase the number of uninsured, as immigrants shy away from 
public programs even if they are eligible under federal law. For 
example, even though the health programs proposed to be 
added in a public charge determination do not include receiving 
financial help for marketplace coverage under the ACA, the 
federal changes may be having a chilling effect on Covered 
California’s new enrollment. 

According to the recently published Covered California Analysis, 
the most significant decline in new sign-ups for 2019 was in 
Korean, Spanish and Mandarin speakers, the largest limited 
English-speaking groups in Covered California. Compared to the 
21.7 percent drop in 2019 new enrollments among English-
speakers, Mandarin speakers dropped by 28 percent, Spanish 
speakers by 29 percent and Korean speakers by 46 percent.38  
Therefore, it is possible that some individuals who are legally 
eligible for coverage, including subsidies, are hesitant to engage 
with public programs out of fear, confusion or concerns related 

to other family members who might be seeking or will seek a  
change in legal status.  

Figure 9. Primary Language of Covered California 
Enrollees 

Open Enrollment, 2016 - 2019 

2016 2017 2018 2019 

Korean 5,330 3,790 4,320 2,320 

Mandarin 7,780 8,280 11,690 8,450 

Spanish 48,930 41,350 41,360 29,280 

English 333,770 317,350 349,590 273,900 

Source: Covered California, Covered California 2019 Open Enrollment  

Early Observations and Analysis, January 2019. Covered California,  

2016, 2017 and 2018 Open Enrollment Plan Selection Profile, February  

2016, 2017 and 2018. Table prepared by Insure the Uninsured Project. 

Analysis 
State policymakers will need to continue to track and 
respond to federal administrative actions and evaluate the 
potential impacts on health coverage and care in the state. 
California solutions will likely require a combination of 
executive, legislative, and administrative branch efforts, 
similar to the California response to date. 

III. Affordability of Individual Coverage
The affordability of premiums in the individual market and any 
resulting impacts on enr ollment ar e ongoing concerns. The 
average unsubsidized premium in Covered California for 2019 
is estimated to be over $6,500 and many pay more, especially 
older enrollees and those in high cost areas.   The impacts on 
individual premiums from various federal strategies to alter  the 
ACA are beginning to materialize,   but the full extent of the  
impact is unknown. Health plans often respond to uncertainty i n 
the marketplace by increasing rates , which would exacerbate  
concerns about affordability. 

Before Congress reduced the federal individual manda te penalty 
to $0 starting in 2019, taxpayers could avoid the penalt y for 
being uninsured if the only coverage available to them w as 
unaffordable, defined for this purpose as more than 8.16 percent 
of the taxpayer’s income. UC B erkeley Labor Center estimates  
that in 2017 hundreds of thousands of Californians over the 
400 percent FPL, and therefore ineligible for federal subsidies, 

spent more than 8.16 percent of their income on premiums for  
coverage in the individual market.39  

AFFORDABILITY ISSUE #1: Limitations of ACA 
Subsidies 

Overview 
Affordability is the main reason subsidy-eligible and  
unsubsidized Californians do not participate in the individual  
market.40 According to 2017 California Health Interview Survey  
data, 37.3 percent of individual market consumers found it “very  
difficult” to find an affordable plan through Covered California  
and an additional 23.8 percent found it “somewhat difficult” to  
find an affordable plan.41 Outside the exchange, 46.5 percent of  
individual market consumers found it “very difficult” to find an  
affordable plan.42  

http://www.itup.org/wp-content/uploads/2018/12/FINAL-Public-Charge-Comments_12.4.18.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_2019_Open_Enrollment_Early_Analysis.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_2019_Open_Enrollment_Early_Analysis.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_2019_Open_Enrollment_Early_Analysis.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA-Leg-Report-2016-17-v9.pdf
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As of September 2018, 62 percent of Covered California 
enrollees qualified for CSRs based on income, and of these 
individuals 71 percent enrolled in a silver plan with CSRs.43  In 
that month, 88 percent of Covered California enrollees were 
eligible for premium assistance and the remaining enrollees 
(156,330 individuals) paid the full cost of coverage.44 Most 
unsubsidized individual market enrollees (almost 1 million in 
2017) secure coverage outside the exchange. 

Federal Context 
As described above, ACA marketplace subsidies include 
premium tax credits and CSRs, depending on family income 
relative to the FPL. ACA premium assistance works by capping 
the amount of a household’s income an individual or family 
must spend on marketplace plan premiums for coverage under 
the state’s “benchmark”  plan. The benchmark plan used for 
calculating subsidy levels is the second lowest cost silver tier 
plan available to the consumer in their region. (See Figure 10.) 

Figure 10. Premium Contribution Cap by Income in 2019 

Income: % Poverty 
2019 Premium Contribution Cap 
Max % of income for 2nd lowest  

silver plan in the region 

Under 100% FPL No Cap 

100% - 133% FPL 2.08% of household income 

133% - 150% FPL 3.11 – 4.15% of household income 

150% - 200% FPL 4.15 – 6.54% of household income 

200% - 250% FPL 6.54 – 8.36% of household income 

250% - 300% FPL 8.36 – 9.86% of household income 

300% - 400% FPL 9.86% of household income 

Over 400% FPL No Cap 

Source: Kaiser Family Foundation, “Explaining Health Care Reform:  

Questions about Health Insurance Subsidies,” November 2018. 

Although premium assistance will adjust based on the 
benchmark plan in any given region, premium assistance does  
not adjust for other geographic differences, such as the costs  
of non-health related living expenses. This means that ACA  
premium assistance has a greater impact for individuals living in  
lower cost communities and helps them to afford coverage. For  
individuals living in higher cost communities, ACA subsidies are  
often inadequate to make health coverage affordable, given the  
other high costs they experience, such as housing. 

State Context 
California’s high cost of living limits the effectiveness of 
subsidies in supporting individual market consumers afford 
coverage. Using the California Poverty Measure, an unofficial  
measure that accounts for cost of living and a range of family 
needs, the UC Berkeley Labor Center found the upper eligibility 
limit for ACA premium subsidies, 400 percent FPL, is equivalent 
to approximately 500 percent FPL statewide in California, and 
still higher in high-cost regions like San Francisco.45 In 2018, with 
the exception of those living in Ha  waii, in general, Californians 
spent more on living expenses when compared the rest of the 
nation.46  The amount of disposable income Californians have 
to afford individual market coverage is impacted by California’s 
high cost of living. 

California is considering various policy options to address 
affordability concerns and in one of the highest cost counties 
in the state, county leadership has alr eady adopted an 
affordability strategy. SF Covered Medical Reimbursement 
Account (SFCovered MRA) offers premium subsidies to certain 
San Francisco workers with incomes under 500 percent FPL who 
purchase coverage through Covered California. Enrollees in the 
program pay 40 percent of the Covered California premiums, 
with the remainder subsidized by the program.47  

In 2018, several bills were introduced to address affordability 
in Covered California but failed passage. The Legislature also 
considered, but did not adopt, a budget augmentation of $150 
million General Fund in 2018-19 and $300 million ongoing for 
state premium assistance in Covered California. The SFY 2018-19 
budget trailer bill (AB 1810, Chapter 34, Statutes of 2018) does 
direct Covered California to form a workgroup and submit a 
report on options to address affordability. 

Covered California Affordability Workgroup. The 2018-19 
budget trailer bill directs Covered California to develop options 
for administering financial assistance for low- and middle-
income Californians to help them access affordable coverage. 
Legislative language tasks Covered California with exploring 
assistance options for low-income individuals spending 
significant amounts of their household income on coverage, 
even with federal financial assistance, and for individuals with 
incomes up to 600 percent FPL ineligible for federal assistance. 
Covered California provided the report  to the Legislature and 
the Governor on February 1, 2019. 

The report considered the following policy options to address 
the cost burdens faced by individual market consumers:  

http://files.kff.org/attachment/Issue-Brief-Explaining-Health-Care-Reform-Questions-about-Health-Insurance-Subsidies
http://files.kff.org/attachment/Issue-Brief-Explaining-Health-Care-Reform-Questions-about-Health-Insurance-Subsidies
https://hbex.coveredca.com/data-research/library/CoveredCA_Options_To_Improve_Affordability.pdf
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 Premium subsidies:  These options reduce the ACA’s income-
based premium contribution cap for individuals currently 
eligible for federal premium tax credits up to 400 percent 
FPL or extend the contribution cap to higher income levels, 
or both. 

 Cost-sharing subsidies:  These options enhance the value 
of cost-sharing subsidies for currently eligible individuals 
up to 250 percent FPL or extend eligibility for cost-sharing 
subsidies to individuals up to 400 percent FPL, or both. 

 Individual mandate penalty:  This option models the impact 
of a reinstatement of an individual mandate penalty. 

 R einsurance:  This option models the impact of a reinsurance 
program. A reinsurance program would provide state funds 
to protect insurers from high cost claims by covering costs 
above a certain amount. 

According to the modeling for the Covered California study, 
implementation of one or more of these policy options would 
add between 27,000 and up to 478,000 consumers to the 
individual market at a cost of $215 million to more than $1 
billion. Some of the policy options would generate hundreds of 
millions in revenue, which could offset costs. For example, the 
reinstatement of the individual mandate penalty would 
generate an estimated $482 million in penalty revenue. 

2019-20 Legislative Session and the Proposed State 
Fiscal Year (SFY) 2019-20 Budget. Legislation has been 
introduced in the current legislative session to provide 
additional  financial assistance for low- and moderate-income 
Californians to afford health insurance in Covered California. See 
SB 65 (Pan) and AB 174 (Wood). The proposed SFY 2019-20 
budget builds on and expands the ACA premium subsidies for 
individual coverage in Covered California. In presenting the 
proposed budget, Governor Newsom said the state-specific 
individual mandate penalty, discussed above, would raise 
approximately $500 million in additional state revenues. The 
budget proposes using the new revenues to expand premium 
subsidies for those between 250-400 percent FPL and for new 
state subsidies for individuals between 400-600 percent FPL (up 
to $72,840 for individuals and $150,600 for a family of four). 

Analysis 
California’s high cost of living limits the effectiveness of 
subsidies and makes affordability challenging for many 
individual market consumers even with federal financial 
assistance. The challenge is still greater for individuals who must 
bear the entire cost of premiums and cost sharing without the 
assistance of subsidies. 

The ACA recognized the need for financial assistance but also 
included exemptions from the individual mandate penalty if 
affordable coverage is unavailable. California took every 
opportunity available in the ACA and in many instances, went  
beyond what is required, making coverage possible for millions 
of Californians. However, in 2020, an estimated 1.2 million 
Californians eligible for individual coverage will instead be 
uninsured unless California does more to support  affordability.48   

The individual market, and coverage through Covered 
California, are not isolated from the overall high costs of health 
care and coverage. In addition to specific proposals to increase 
financial assistance, policymakers are considering strategies to 
address the underlying costs of health care. These efforts are 
an essential component of improving affordability. 

AFFORDABILITY ISSUE  #2: 
  
Plan Choice in the Individual Market


Overview 
The number of health plans available to an individual market  
consumer impacts affordability by reducing competition. In  
general, regions with a higher number of plans competing for  
consumers have more affordable plan options when compared  
to regions with limited plan choice.  

Federal Context 
Since implementation of the ACA, the number of health plan  
options available (plan choice) decreased significantly for 
consumers participating in the FFM. From 2016 to 2019, the 
number of insurers in the FFM dropped by a third and the 
percent of consumers with only one plan to choose from 
increased from 2 in 100 in 2016 to 20 in 100 consumers by 
2019. In 2016,  Wyoming was the only state with just one 
insurer statewide. In subsequent years, four to seven additional 
states  offered only one insurer. Nationally, off-exchange-only 
plans decreased by half from 2017 to 2018.49  
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Figure 11. Plan Choice in HealthCare.gov 

Year Insurers in HealthCare.gov Other States with Only 1 Insurer Statewide % of Consumers Limited  
to 1 Plan Choice 

2016 232 Wyoming 2% 

2017 167 Alaska, Alabama, Oklahoma, South Carolina, Wyoming 20% 

2018 132 Alaska, Delaware, Iowa, Mississippi, Nebraska,  
Oklahoma, South Carolina, and Wyoming 29% 

2019 155 Alaska, Delaware, Mississippi, Nebraska, and Wyoming 20% 

Source: Office of the Assistant Secretary for Planning and Evaluation, “2016, 2017, 2018 and 2019 Health Plan Choice and Premiums in the Federal  

Health Insurance Exchange,” U.S. Department of Health & Human Services, obtained in February 2019. 

State Context 
In the last three years, the same 11 insurers have participated  in Covered California but many offer coverage in just a few regions of  
the  state.  Covered  California  reported  that  for  plan  year  2019,  96  percent  of  consumers  had  the  choice  of  at  least  two  health  plans.50   
A recent analysis by the California Health Care Foundation showed that, for 2019,  there was only one health plan choice for about 
63,250 enrollees in several counties (the majority   in Monterey, Santa Barbara and San Luis Obispo Counties)  representing 4 percent 
of total enrollment, and another 219,270 enrollees who had two health plan choices, representing 15 percent of  total enrollment .  
(See Figure 12.) 

In California, the number of plans off- exchange decreased in most counties from 2017 to 2018. 51  In 2018, the number of plans stayed  
the same in six counties (Merced, Placer, Sacramento, Sutter,  Tulare and  Yolo) and increased in only two Central  Valley counties (San  
Joaquin and Stanislaus) when compared to the prior year.52  

Figure 12. Covered California Enrollees - Number of Health Plan Choices Available in 2019 

One Choice 

4%  
Two Choices 

15%  

Three Choices9%  

Four Choices 
26%  Five Choices 

20%  

Six Choices 

25%  

Source: Katherine Wilson, Plan Choice for Covered California Consumers, 2017 - 2019, California Health Care Foundation, February 27, 2019. 
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Analysis 
Although the majority of Californians have a choice of two 
or more health plans in Covered California and the outside 
market, policymakers continue to be concerned about regions 
where there is limited plan choice. From the early days of ACA 
implementation, California recognized the importance of choice, 
empowering and requiring Covered California to develop a 
competitive health plan selection process that would provide 
health care choices that offer the optimal combination of choice, 
value, quality and service. 

Multiple factors likely lead to limited plan choice. Health 
professional shortages, sparsely populated communities and 
historical health care markets have resulted in limited health 
plan and provider coverage in areas of the state for decades. 
Some experts argue that there are regions that will never be 
able to support more than one or a very few plans operating at 
an efficient scale, typically characterized by small populations, 

large geographic areas and a limited number of providers.53  
Since competition and the number of health plan choices can 
impact  both affordability and quality, it is important to develop a 
deeper understanding of the factors at play in the specific areas 
of concern in the state. Additional research and analysis would 
be helpful to determine the causes and to identify potential 
policy solutions. 

Another option that policymakers and stakeholders are 
exploring is whether the state can (or should) adopt a form of 
public option, similar to proposals Congress rejected in the lead 
up to the ACA. Advocates for public plan choice promote it as a 
publicly insured plan that would be offered in direct competition 
with other options for private health insurance coverage, with 
the hope that the features of a publicly sponsored option, and 
the competition it would bring to markets, will drive down both 
premiums and underlying health care costs. For an analysis 
of public plan options in California, see the ITUP Issue Brief, 
Exploring Public Options in California. 

IV. The Future of the Individual Market


Individual coverage is for most people a last resort. Absent 
financial assistance, they must pay the full premium and cost 
sharing for their coverage, unlike job-based coverage where 
employers contribute to the payment of premiums. For this 
reason, affordability and strategies that encourage individuals to 
sign-up are especially critical in the individual market. 

Prior to the ACA, individual coverage was expensive, often with 
very limited benefits and high out-of-pocket costs. Health plans 
selling individual policies routinely denied coverage or hiked 
premiums based on an applicant’s health status or medical 
history or imposed coverage exclusions for pre-existing health 
conditions. 

The ACA fundamentally changed the individual market by 
removing barriers to coverage, setting minimum standards for 
coverage and funding federal subsidies for the purchase of 
individual coverage through state-based exchanges. 

California enacted legislation to conform with the ACA and in 
many instances enacted policies that exceed ACA 
requirements. California became the first state to create a 
state-based ACA exchange, and Covered California is now the 
largest state-based exchange in the nation. 

The future challenges facing the individual market include 
federal threats to the ACA, including many of the reforms that 
improved individual coverage as a viable option for those with 
no other source of health coverage, and ongoing concerns 
about affordability. Affordability continues to be a significant 
barrier to obtaining individual coverage for many Californians, 
including many who are eligible for federal subsidies. 

Since the early days of ACA implementation in California, state 
policymakers have embraced and extended ACA reforms, 
including those affecting individual coverage. This issue brief 
highlights future issues the state will face in ensuring a viable 
individual market and state exchange into the future. 

http://www.itup.org/wp-content/uploads/2018/10/ITUP-Public-option-issue-brief.pdf
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At a Glance 
The federal government subsidizes health insurance for most Americans 
through a variety of programs and tax provisions. This report, which describes 
the Congressional Budget Office’s updated baseline projections, provides 
estimates for the 2019–2029 period of the number of noninstitutionalized 
civilians under age 65 with health insurance and the federal costs associated 
with each kind of subsidy. 

•		 In an average month for each year during that period, between 240 million 
and 242 million such people are projected to have health insurance, mostly 
from employment-based plans. But the number of people without health 
insurance is projected to rise from 30 million in 2019 to 35 million in 2029. 

•		 Net federal subsidies for insured people will total $737 billion in 2019, 
according to estimates by CBO and the staff of the Joint Committee on 
Taxation (JCT). That annual sum is projected to reach $1.3 trillion in 2029. 

•		 In each year during the period, Medicaid and the Children’s Health 
Insurance Program account for between 40 percent and 45 percent of the 
federal subsidies, as do subsidies in the form of tax benefits for work-related 
insurance. Medicare accounts for about 10 percent, and subsidies for coverage 
obtained through the marketplaces established by the Affordable Care Act or 
through the Basic Health Program account for less than 10 percent. 

•		 Since CBO’s most recent report comparable to this one was published in 
May 2018, the projection of the number of people with employment-based 
coverage has risen by 3 million, on average, for the 2019–2028 period 
spanned by both reports. The projection of the average number of uninsured 
people has fallen by 1 million over that period. Projected net federal 
subsidies for health insurance from 2019 to 2028 have risen by 2 percent. 

•		 Compared with actual amounts of spending in 2018, CBO’s projections for 
that year made in September 2017 were generally close—with the largest error 
being an overestimate of $15 billion (or 5 percent) for Medicaid spending. 

In preparing the current projections, CBO and JCT used a new version of 
CBO’s health insurance simulation model, HISIM2. It incorporates new sources 
of survey and administrative data, better accounts for employers’ and consumers’ 
selection among different types of insurance plans, and can more easily simulate 
the effects of new insurance products. CBO and JCT use HISIM2 to estimate 
the major sources of health insurance coverage and associated premiums. On 
the basis of those estimates, the agencies use other models (for related taxes, 
Medicaid, and Medicare, for example) to estimate the associated budgetary costs. 

www.cbo.gov/publication/55085 

http://www.cbo.gov/publication/55085
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Notes
 

As referred to in this report, the Affordable Care Act comprises the Patient Protection and 
Affordable Care Act (Public Law 111-148), the health care provisions of the Health Care 
and Education Reconciliation Act of 2010 (P.L. 111-152), and the effects of subsequent 
judicial decisions, statutory changes, and administrative actions. 

Numbers in the text, tables, and figures may not add up to totals because of rounding. 

Unless the report indicates otherwise, all years referred to in describing estimates of 
spending and revenues are federal fiscal years, which run from October 1 to September 30 
and are designated by the calendar year in which they end. 

Estimates of health insurance coverage reflect average monthly enrollment during a 
calendar year and include spouses and dependents covered under family policies. Those 
estimates are for the noninstitutionalized civilian population under age 65. 

In most states, the federal poverty level is $12,490 for a single person in 2019. For each 
additional person in a household, $4,420 is added. Income levels reflect modified adjusted 
gross income (MAGI) for the calendar year. MAGI equals gross income plus untaxed 
Social Security benefits, foreign earned income that is excluded from adjusted gross 
income, tax-exempt interest, and the income of dependent filers. 

The sum of the estimates of the number of people enrolled in health insurance plans and 
the number of people who are uninsured exceeds the estimate of the total population 
under age 65 by between 11 million and 12 million every year of the projection period, 
because some people will have multiple sources of coverage. To arrive at the estimates 
given in this report, the Congressional Budget Office and the staff of the Joint Committee 
on Taxation (JCT) did not assign a primary source of coverage to people who reported 
multiple sources; the resulting amounts align better with estimates of spending as well as 
with information about health insurance coverage from household surveys. (By contrast, 
when CBO and JCT have estimated changes in the sources of insurance coverage 
stemming from proposed legislation, the agencies have used only people’s primary source 
of coverage to count them, an approach that has generally proved more useful for that 
purpose.) 

The projections in this report do not incorporate the effects of the following judicial 
decision and administrative action, which occurred too recently to fully analyze: a 
decision issued by the District Court for the District of Columbia in the case of New 
York v. United States Department of Labor, No. CV 18-1747, 2019 WL 1410370 (D.D.C. 
Mar. 28, 2019), that voided major provisions of the Department of Labor’s June 2018 
regulation entitled “Definition of ‘Employer’ Under Section 3(5) of ERISA—Association 
Health Plans,” 83 Fed. Reg. 28912 (June 21, 2018), and a proposed rule by the Centers 
for Medicare & Medicaid Services entitled “Basic Health Program, Federal Funding 
Methodology for Program Years 2019 and 2020,” 84 Fed. Reg. 12552 (April 2, 2019). A 
preliminary analysis suggests that the effects in subsequent projections would be noticeable 
but small. 



Visual Summary
 


In a report issued each year, the Congressional Budget Office and the staff of the Joint Committee on Taxation provide pro
jections of health insurance coverage for noninstitutionalized civilians under age 65 and the federal costs of that coverage 
for that year and the following decade. Net federal subsidies for health insurance coverage for people under age 65 are 
projected to total $737 billion in 2019 and $9.9 trillion over the 2020–2029 period. 

Federal Health Insurance Subsidies 
Billions of Dollars 

567 

287 

549 

314 

2029 

79 
131 

86 
2019 

62 

Support for Medicaid and Children’s Nongroup Coverage Medicare 

Work−Related Coverage Health Insurance Program and Basic Health Program 


In 2019, the federal 
government is projected 
to spend $314 billion for 
Medicaid and the Children’s 
Health Insurance Program 
(CHIP) and $287 billion on 
support for work-related 
coverage for people under
age 65. 

Percentage of Gross Domestic Product 

1.83 

1.35 

1.77 

1.48 

20292019 
0.420.40 

0.260.29 

Support for Medicaid and CHIP Nongroup Coverage Medicare 
Work−Related Coverage and Basic Health Program 

As a share of gross domestic 
product, total federal 
subsidies are projected 
to grow over the coming 
decade; subsidies for 
work-related coverage are 
projected to grow the fastest. 

See Figure 2-1 on page 18 



2 FEDERAL SUBSIDIES FOR HEALTH INSURANCE COVERAGE FOR PEOPLE UNDER AGE 65: 2019 TO 2029 MAY 2019 

Average Annual Percentage Change in Health Insurance Coverage and Federal Subsidies, 2020 to 2029 
Percent 

Real (Inflationadjusted) 
Subsidies 

Number of 
Subsidized Beneficiaries 

Average Real Subsidy 
per Subsidized Beneficiary 

Employment−Based  
Coverage  

Medicaid and CHIP  
Nongroup Coverage and  

Basic Health Program  
Medicare  

−3 0 3 6 −3 0 3 6   −3 0 3 6 

Enrollment in employment 
based coverage is projected 
to be stable over the next  
decade, while the average  
real subsidy per recipient  
is projected to grow by an 
average of 5 percent per year. 

Employment−Based


Coverage



Medicaid and CHIP 
Nongroup Coverage and 

Basic Health Program 
Medicare 

−3 0 3 6 −3 0 3 6 −3 0 3 6 

For Medicaid and CHIP, 
growth in the average real 
subsidy per beneficiary 
is projected to be slower
than it is for private health
insurance. 

Employment−Based  
Coverage  

Medicaid and CHIP  
Nongroup Coverage and  

Basic Health Program  
Medicare  

−3 0 3 6 −3 0 3 6   −3 0 3 6 

Subsidized nongroup coverage 
and coverage by the Basic 
Health Program are projected 
to decline by an average of  
3 percent per year over the 
next decade, while the average  
real subsidy per subsidized  
beneficiary is projected to 
grow by 4 percent per year. 

Employment−Based


Coverage



Medicaid and CHIP 
Nongroup Coverage and 

Basic Health Program 
Medicare 

−3 0 3 6 −3 0 3 6 −3 0 3 6 

For Medicare, growth in the 
average real subsidy per 
beneficiary is projected to be 
slower than it is for private
health insurance and for
Medicaid and CHIP. 

See Figure 1-2 on page 8 
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Of the 273 million people 
under age 65 in 2019, 
159 million are projected to 
have coverage through an
employer, and 30 million are 
projected to be uninsured.
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Of the 87 million people
under age 65 with income 
below 150 percent of the 
FPL in 2019, 58 percent are
estimated to be enrolled in
Medicaid or CHIP. 

Between 150% and 400% of the FPL (2019) 
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Of the 93 million people 
under age 65 with income 
between 150 percent and 
400 percent of the FPL, 
63 percent are estimated to 
be enrolled in employment-
based insurance. 

Greater Than 400% of the FPL (2019) 
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Medicare 

Other 
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Of the 93 million people 
under age 65 with income
above 400 percent of the
FPL, the vast majority are
estimated to be enrolled 
in employment-based 
insurance. 

See Figure 1-1 on page 7 
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Average Federal Subsidies for Recipients by Type of Health Insurance, Calendar Year 2019 
Dollars 

10,620 

1,810 

4,620 

6,490 

Employment−Based Medicaid Nongroup Coverage and Medicare


Coverage and CHIP Basic Health Program



The average federal subsidy for health insurance 
costs per recipient varies substantially by type of 
health insurance. The variation occurs because the 
people who are eligible for each type of insurance 
differ by age, health status, income, and disability 
status; because the federal government subsidizes 
the coverage to different extents; and because the 
prices paid to providers differ for different types 
of coverage. 

The amounts shown cannot be used to estimate 
the costs of shifting a group of people from one 
type of coverage to another because the average 
cost for each type of coverage depends on the 
characteristics of the people who are eligible for 
and enroll in it. 

See Figure 2-2 on page 19 

Share of Enrollment in and Spending for Medicaid and CHIP by Eligibility Category, 2019 
Percentage of Total 

Total enrollment: 69 million people  
Total spending: $314 billion  

35 

10 

24 

44 

21 
17 

15 
18 

6 

10 

Enrollment	 
Spending 

Blind and Disabled Children in Medicaid Made Eligible for  Otherwise Eligible CHIP 
People in Medicaid Medicaid by the  for Medicaid 

Affordable Care Act 

Adults 

Different eligibility categories 
for Medicaid and CHIP 
account for very different 
shares of enrollment and 
spending. For example, 
children in Medicaid are 
projected to constitute 
44 percent of enrollment but 
only 24 percent of spending
in 2019, whereas people 
with disabilities account for 
10 percent of enrollment and 
35 percent of spending.

See Figure 2-3 on page 20 



C H A P T E R 

1
Projected Health Insurance Coverage
 


T he federal government subsidizes health insur
ance for most Americans through a variety 
of programs and tax provisions. In order to 
estimate the net effects that those subsidies 

have on the federal budget, the Congressional Budget 
Office and the staff of the Joint Committee on Taxation 
(JCT) project the number of people with different types 
of health insurance coverage.1 

By the agencies’ estimates, 89 percent of the noninsti
tutionalized civilian population under age 65 will have 
health insurance in 2019, on average, mostly from 
employment-based plans and Medicaid (see Table 1-1). 
Other major sources of coverage include the Children’s 
Health Insurance Program (CHIP), nongroup policies, 
and Medicare. Over the 2019–2029 period, on average, 
88 percent of that population is projected to be insured, 
under an assumption that current laws affecting health 
care generally remain unchanged. 

The types of coverage that people enroll in vary substan
tially depending on their income (see Figure 1-1). Of 
the total population under age 65, 58 percent of people 
are estimated to obtain employment-based insurance in 
2019. That number is 21 percent for people with income 
below 150 percent of the federal poverty guidelines 
(known as the federal poverty level, or FPL), 63 per
cent for people with income between 150 percent and 
400 percent of the FPL, and 88 percent for people with 
income above 400 percent of the FPL. Enrollment in 
Medicaid and CHIP also varies substantially by income: 
58 percent of people with income below 150 percent of 
the FPL are estimated to enroll in such coverage in 2019. 
That share declines to an estimated 18 percent for people 
with income between 150 percent and 400 percent of 

1.		 Adopting a widely held definition, CBO and JCT consider 
private health insurance coverage to be a policy that, at a 
minimum, covers high-cost medical events and various services, 
including those provided by physicians and hospitals. Such 
coverage is often referred to as comprehensive major medical 
coverage. See Congressional Budget Office, Health Insurance 
Coverage for People Under Age 65: Definitions and Estimates for 
2015 to 2018 (April 2019), www.cbo.gov/publication/55094. 

the FPL (many of whom had higher income over the 
course of a year than they did when they enrolled in 
Medicaid). 

Over the 2020–2029 period, the number of enrollees 
in each of the types of coverage used by the most peo
ple is projected to be generally stable (see Figure 1-2 
on page 8). Enrollment in employment-based 
coverage, CHIP, and Medicare by noninstitutionalized 
people under age 65 is estimated to be roughly the same, 
enrollment in nongroup coverage is estimated to decline 
slightly, and enrollment in Medicaid to increase slightly. 

Projecting insurance coverage is an inherently uncertain 
endeavor, so CBO and JCT’s estimates presented here 
could be either too high or too low when compared with 
actual outcomes in the future. But the estimates reflect 
the best data available and aim to represent the average 
of possible outcomes under current law. 

CBO and JCT’s Methods for Developing 
Baseline Projections of Insurance Coverage 
and Federal Subsidies 
To make projections of enrollment in health insurance 
coverage and federal subsidies for that coverage, CBO 
and JCT complete five main steps. Analysts at the agen
cies use a variety of different models, including CBO’s 
health insurance simulation model. 

First, CBO analysts update that model to incorporate 
new information, including the most recent adminis
trative and survey data on enrollment and premiums; 
recently enacted legislation, judicial decisions, or changes 
in regulations; and CBO’s most recent macroeconomic 
forecast. Second, analysts use the model to project 
coverage distributions for the next 10 years and carefully 
review the output from the model. Third, because some 
aspects of current law are simplified in the simulation 
model, analysts use separate models, such as models of 
Medicaid enrollment, to adjust output from the simu
lation model. For use beginning with this year’s projec
tions, CBO has developed a new and improved version 

http://www.cbo.gov/publication/55094
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Table 1-1. 

Health Insurance Coverage, 2019 to 2029 
Millions of People, by Calendar Year 

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 

Total Population Under Age 65 273 273 273 274 274 275 275 276 276 276 277 

Employment-Based Coverage 159 159 159 159 158 158 158 158 158 159 159 

Medicaid and CHIPa 

Blind and disabled 7 7 7 7 7 7 7 7 7 7 7 
Children 30 30 30 30 30 30 30 30 30 30 30 
Adults made eligible for Medicaid by the ACA 12 12 12 13 13 13 14 14 14 14 14 
Adults otherwise eligible for Medicaid 13 12 12 12 13 13 13 13 13 13 13 
CHIP 7 7 7 7 7 7 7 7 7 7 7 

Subtotal 69 68 68 69 70 70 70 71 71 71 71 

Nongroup Coverage and the Basic Health Program 
Nongroup coverage purchased through marketplacesb 

Subsidized 8 8 7 7 7 7 7 6 6 6 6 
Unsubsidized 1 1 1 1 1 1 1 1 1 1 1 

Subtotal 9 9 8 8 8 8 8 7 7 7 7 
Nongroup coverage purchased outside marketplaces 5 5 4 4 4 4 4 4 4 4 4 

Total, nongroup coverage 14 13 13 12 12 12 12 12 12 11 11 
Coverage through the Basic Health Programc 1 1 1 1 1 1 1 1 1 1 1 

Medicared 8 8 8 8 8 8 8 8 8 8 8 

Other Coveragee 3 3 3 3 3 3 3 3 3 3 3 

Uninsuredf 30 32 33 33 34 34 34 34 35 35 35 

Memorandum: 
Number of Insured People 242 241 240 240 241 241 241 241 241 241 242 

Insured as a Percentage of the Population 
Including all U.S. residents 89 88 88 88 88 88 88 88 87 87 87 
Excluding noncitizens not lawfully present 91 90 90 90 90 89 89 89 89 89 89 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.
 


The table shows coverage for the noninstitutionalized civilian population under age 65. The components do not sum to the total population because 
 
some people report multiple sources of coverage. CBO and JCT estimate that in every year of the projection period, between 11 million and 12 million 
 
people (or about 5 percent of insured people) have multiple sources of coverage, such as employment-based coverage and Medicaid.
 


Estimates reflect average monthly enrollment over the course of a year and include spouses and dependents covered under family policies.
 


ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; JCT = Joint Committee on Taxation.
 


a.  Includes only noninstitutionalized enrollees with full Medicaid benefits. Estimates are adjusted to account for people enrolled in more than one state. 

b.  Many people can purchase subsidized health insurance coverage through marketplaces established under the ACA, which are operated by the 
federal government, state governments, or partnerships between the federal and state governments. 

c.  The Basic Health Program, created under the ACA, allows states to establish a coverage program primarily for people with income between 
138 percent and 200 percent of the federal poverty guidelines. To subsidize that coverage, the federal government provides states with funding 
equal to 95 percent of the subsidies for which those people would otherwise have been eligible through a marketplace. 

d.  Includes noninstitutionalized Medicare enrollees under age 65. Most Medicare-eligible people under age 65 qualify for Medicare because they 
participate in the Social Security Disability Insurance program. 

e.  Includes people with other kinds of insurance, such as student health plans, coverage provided by the Indian Health Service, or coverage from 
foreign sources. 

f.	 	 Includes noncitizens not lawfully present in this country, who are ineligible either for marketplace subsidies or for most Medicaid benefits; people 
ineligible for Medicaid because they live in a state that has not expanded coverage; people eligible for Medicaid or CHIP who do not enroll; people 
who purchase nongroup insurance policies that do not meet the agencies’ definition of comprehensive health insurance; and people who do not 
purchase insurance available through an employer, through the marketplaces, or directly from an insurer. 
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 Figure 1-1. 

Health Insurance Coverage by Type and Income 
Millions of People 

All Incomes  
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Of the 273 million people
under age 65 in 2019, 
159 million are projected to 
have coverage through an 
employer, and 30 million are 
projected to be uninsured. 

Less Than 150% of the FPL (2019) 
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Of the 87 million people
under age 65 with income
below 150 percent of the
FPL in 2019, 58 percent are 
estimated to be enrolled in 
Medicaid or CHIP. 

Between 150% and 400% of the FPL (2019) 
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Of the 93 million people 
under age 65 with income 
between 150 percent and
400 percent of the FPL,
63 percent are estimated to
be enrolled in employment-
based insurance. 

Greater Than 400% of the FPL (2019) 
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Medicare 

Other 
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Of the 93 million people 
under age 65 with income 
above 400 percent of the
FPL, the vast majority are
estimated to be enrolled
in employment-based
insurance. 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.
 


The figure shows coverage for the noninstitutionalized civilian population under age 65.
 


Estimates by income are calculated using the projected income distribution from CBO’s health insurance model, HISIM2. Income in HISIM2 is based on 
 
income reported in the Current Population Survey—with various adjustments to better match tax data—that is then extended over the projection period 
 
to be consistent with CBO’s macroeconomic forecast of economic growth and projections of employment.
 


In most states, the FPL is $12,490 for a single person in 2019. For each additional person in a household, $4,420 is added.
 


The income of some Medicaid and CHIP enrollees appears higher that the programs’ upper income limits because they were probably enrolled for only 
 
part of the year and their income exceeded eligibility thresholds before or after being enrolled. CBO and JCT expect that those individuals’ income met 
 
eligibility criteria when they applied for and enrolled in Medicaid or CHIP.
 


CHIP = Children’s Health Insurance Program; FPL = federal poverty level; JCT = Joint Committee on Taxation.
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 Figure 1-2. 

Average Annual Percentage Change in Health Insurance Coverage and Federal Subsidies, 2020 to 2029 
Percent 

Real Subsidies  Number of  
Subsidized Beneficiaries  

Average Real Subsidy
per Subsidized Beneficiary  

Employment−Based  
Coverage a  

Medicaid and CHIP  
Nongroup Coverage and  

Basic Health Program  
Medicare  

−3 0 3 6 −3 0 3 6   −3 0 3 6 

Enrollment in employment 
based coverage is projected 
to be stable over the next  
decade, while the average  
real subsidy per recipient 
is projected to grow by an  
average of 5 percent per year. 

Employment−Based


Coverage



Medicaid and CHIP 
Nongroup Coverage and 

Basic Health Program 
Medicare 

−3 0 3 6 −3 0 3 6 −3 0 3 6 

For Medicaid and CHIP, 
growth in the average real 
subsidy per beneficiary 
is projected to be slower
than it is for private health
insurance. 

Employment−Based 
Coverage 

Medicaid and CHIP 
Nongroup Coverage and 

Basic Health Program b 

Medicare 

−3 0 3 6 −3 0 3 6 −3 0 3 6 

Subsidized nongroup coverage 
and coverage by the Basic 
Health Program are projected 
to decline by an average of 
3 percent per year over the 
next decade, while the average  
real subsidy per subsidized  
beneficiary is projected to 
grow by 4 percent per year. 

Employment−Based


Coverage



Medicaid and CHIP 
Nongroup Coverage and 

Basic Health Program 
Medicare 

−3 0 3 6 −3 0 3 6 −3 0 3 6 

For Medicare, growth in the 
average real subsidy per 
beneficiary is projected to be 
slower than it is for private
health insurance and for
Medicaid and CHIP. 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation. 

The figure shows subsidies for the noninstitutionalized civilian population under age 65. Real subsidies are adjusted to remove the effects of inflation 
 
and are measured in 2019 dollars.



CHIP = Children’s Health Insurance Program.
 


a.  Real subsidies include the tax exclusion for employment-based coverage, tax credits for small employers, and the income tax deduction for self-
employment health insurance. The average real subsidy per subsidized beneficiary is calculated using only the tax exclusion for employment-based 
coverage. 

b. Real subsidies include premium tax credits for coverage obtained through the marketplaces, outlays for the Basic Health Program, and collections 
and payments for risk adjustment and reinsurance. The average real subsidy per subsidized beneficiary excludes collections and payments for risk 
adjustment and reinsurance. 
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of its health insurance simulation model, HISIM2 (see 
Box 1-1). 

Fourth, after the coverage projections are completed, 
CBO analysts estimate total spending for Medicaid, 
CHIP, and the Basic Health Program using program- 
specific models. Fifth, JCT uses its tax models to esti
mate the net costs of federal subsidies for work-related 
coverage and coverage through the nongroup market, as 
well as taxes and penalties related to coverage.2 

Employment-Based Coverage 
The most common source of health insurance for the 
noninstitutionalized civilian population under age 65 is a 
current or former employer—either one’s own or a fam
ily member’s. In CBO and JCT’s estimates, a monthly 
average of about 159 million people (or about 58 percent 
of the population under age 65) have employment-based 
coverage in 2019—a decrease from 2018, when an 
estimated 160 million people had employment-based 
coverage. The agencies estimate that the decline largely 
stems from the elimination of the penalty associated with 
the individual mandate.3 (For a discussion of the various 
ways in which repealing the individual mandate penalty 
affects health insurance coverage, see Box 1-2.) 

According to CBO’s estimates, access to an offer of 
employment-based insurance varies notably by income: 
About 36 percent of people with income below 
150 percent of the FPL are estimated to have access to 
such coverage in 2019, while about 90 percent of people 
with income above 400 percent of the FPL do (see 
Figure 1-3 on page 12). People’s decision to take up an 
offer of employment-based coverage also varies notably 
with income. In CBO’s projections, about 21 percent of 
people with income below 150 percent of the FPL enroll 

2.	 	 For more information on how CBO prepares its baseline, see 
Congressional Budget Office, How CBO Prepares Baseline Budget 
Projections (February 2018), www.cbo.gov/publication/53532. 
For more information on how CBO and JCT analyze major 
health care proposals, see Congressional Budget Office, How  
CBO and JCT Analyze Major Proposals That Would Affect 
Health Insurance Coverage (February 2018), www.cbo.gov/ 
publication/53571. For more information about CBO’s new 
model, see Congressional Budget Office, “CBO Releases Four 
Products Explaining How Its New Health Insurance Simulation 
Model Works,” CBO Blog (April 18, 2019), www.cbo.gov/ 
publication/55116. 

3.		 The individual mandate penalty was eliminated by Public Law 
115-97, originally called the Tax Cuts and Jobs Act. 

in employment-based coverage, while about 88 percent 
of people with income above 400 percent of the FPL do. 

CBO and JCT estimate that the number of people 
enrolled in employment-based coverage over the next 
decade will not change significantly. By the agen
cies’ projections, continued growth in employment 
and wages tends to boost the number of people with 
employment-based coverage in part because more 
workers have access to such coverage. Also, higher wages 
mean workers are less likely to be eligible for subsidies 
in the marketplaces established under the Affordable 
Care Act (ACA) and thus have a greater preference for 
employment-based coverage. But those factors that 
would increase enrollment are expected to be generally 
offset over the decade, because health insurance premi
ums are projected to grow faster than wages, which tends 
to decrease the number of employers that offer health 
insurance and the number of people who enroll in it. 

Medicaid and CHIP 
The next-largest source of coverage among people under 
age 65 is Medicaid. In CBO and JCT’s estimates, a 
monthly average of 62 million noninstitutionalized peo
ple receive full Medicaid benefits in 2019.4 That number 
is unchanged from the number in 2018. 

By 2029, the number of people under age 65 receiving 
full Medicaid benefits is projected to grow to a monthly 
average of 64 million people, comprising: 

•		 7 million people with disabilities, 

•		 30 million children, 

•		 14 million adults made eligible for Medicaid through 
the ACA’s expansion of Medicaid coverage at states’ 
option, and 

•		 13 million adults otherwise eligible for Medicaid. 

4.		 Some enrollees receive only partial benefits from Medicaid. They 
include Medicare enrollees who receive assistance from Medicaid 
only for out-of-pocket payments and premiums for Medicare, 
people who receive only family planning services, and noncitizens 
who are not lawfully present who receive only emergency services. 
Spending for enrollees who receive partial benefits is excluded 
from the estimates in this report. That spending is accounted for 
in CBO’s baseline projections of total spending for the Medicaid 
program. 

http://www.cbo.gov/publication/53532
http://www.cbo.gov/publication/53571
http://www.cbo.gov/publication/53571
http://www.cbo.gov/publication/55116
http://www.cbo.gov/publication/55116
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 Box 1-1. 

The Model Underlying CBO’s Baseline Estimates of Health Insurance Coverage 

The Congressional Budget Office uses its health insurance 
simulation model to help create baseline projections of health 
insurance coverage and premiums for people under age 65. In 
collaboration with the staff of the Joint Committee on Taxation 
(JCT), the agency also uses the model to estimate the effects 
of proposed legislation on health insurance coverage and 
premiums. 

The model calculates employers’ and individuals’ probable 
responses to changes in health insurance rules and subsidies. 
It also incorporates CBO’s best estimates of insurers’ likely 
responses to those same rules and subsidies. It is used in 
conjunction with other models to develop baseline budget pro
jections (which incorporate the assumption that current laws 
generally remain the same). 

CBO updates its health insurance simulation model at least 
once a year to incorporate information from the most recent 
administrative and survey data, CBO’s most recent macro
economic forecast, and relevant judicial decisions, enacted 
legislation, and administrative actions. 

For use beginning in its 2019 baseline, CBO developed a new 
version of its health insurance simulation model, HISIM2.1 It 
includes changes to the base data, incorporating new sources 
of survey and administrative data.2 HISIM2 also incorporates 

reassessments of consumers’ and employers’ behavior, includ
ing the ways that businesses take workers’ preferences into 
account when deciding whether to offer employment-based 
coverage and how individuals and families choose among 
coverage options. In addition, the new version of the model 
incorporates CBO and JCT’s estimate of a link between 
people’s income and their preference for employment-based 
coverage that is stronger this year than last year. (That link, 
combined with a forecast of continued growth in employment 
and wages, contributes to a projection of greater enrollment 
in employment-based coverage than estimated last year.) The 
revisions allow CBO and JCT to better account for employers’ 
and consumers’ selections among different types of insurance 
plans and to more easily simulate the effects of new insurance 
products. 

Because HISIM2 includes changes to the underlying data and 
in the relationships among individuals, families, employment, 
income, and insurance coverage, it yields somewhat different 
coverage decisions and budgetary costs than the previous 
version of the model would have. The changes in the base
line stemming from HISIM2 are not large, however, and are 
similar in magnitude to the changes seen in previous baselines 
because of the use of more recent data and technical improve
ments. 

CBO expects the new features of HISIM2 to be more apparent 
when it is used to analyze policy proposals.3 For that task, 
results from the new version of the model may differ more 
substantially from results from the old version because of the 
changes to data and reassessments of the ways businesses 
and families make choices. As HISIM2 is used in the coming 
year, CBO will analyze and evaluate the results and endeavor 
to explain the major sources of such differences. 

1. 		 For details, see Congressional Budget Office, HISIM2—The Health 
Insurance Simulation Model Used in Preparing CBO’s Spring 2019 Baseline 
Budget Projections (April 2019), www.cbo.gov/publication/55097. Material 
supplementing that document includes segments of computer code 
underlying the model’s simulations of certain decisions about insurance 
choices. 

2.  For example, using administrative tax data, CBO and JCT analyzed 
differences in various businesses’ workforces to improve the modeling of 
employers’ offers of health insurance coverage. For details on changes to 
the base data used for HISIM2, see Jessica Banthin and others, Sources and 
Preparation of Data Used in HISIM2—CBO’s Health Insurance Simulation 
Model, Working Paper 2019-04 (Congressional Budget Office, April 2019), 
www.cbo.gov/publication/55087. 

3.  For more information on how CBO and JCT analyze policy proposals related 
to health insurance coverage, see Congressional Budget Office, How CBO 
and JCT Analyze Major Proposals That Would Affect Health Insurance 
Coverage (February 2018), www.cbo.gov/publication/53571. 

CBO and JCT’s estimates of Medicaid enrollment over 
the next decade reflect the agencies’ expectation that, 
if current federal laws remained in place, additional 
states would expand eligibility for the program. Under 
the ACA, states are permitted to expand eligibility 
for Medicaid to adults under age 65 whose income 
is no more than 138 percent of the FPL. The federal 

government pays a larger share of the costs for those 
people than it pays for those who are eligible otherwise. 
In the agencies’ projections, most of the increase in 
enrollment during the 2019–2029 period stems from 
additional states’ expanding eligibility for the program, 
rather than from additional enrollment in states that 
have already expanded eligibility. Currently, about 

http://www.cbo.gov/publication/55097
http://www.cbo.gov/publication/55087
http://www.cbo.gov/publication/53571
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Box 1-2. 

How Repealing the Individual Mandate Penalty Affects Health Insurance Coverage 

In projections by the Congressional Budget Office and the staff 
of the Joint Committee on Taxation (JCT), the repeal of the 
penalty for not having health insurance starting in 2019 results 
in less insurance coverage. In total, the effects of that repeal 
that are described here are similar to those that CBO and JCT 
incorporated in the baseline a year ago.1  

By 2021, in the current baseline, 7 million more people are 
uninsured than would have been if the individual mandate pen
alty had not been repealed; subsequently, that number remains 
roughly constant to the end of the projection period in 2029. 

The effect of the repeal is partially offset by increases in 
coverage for other reasons. Most important, in the agencies’ 
projections, additional states expand eligibility for Medicaid 
under the Affordable Care Act, and more people enroll in 
certain types of health insurance—specifically, those that are 

exempt from regulations governing the nongroup market but 
that nonetheless provide major medical coverage. 

In the projections, the decline in coverage by 2021 breaks out 
this way: 

■	 Nongroup coverage declines by about 4 million primarily for 
two reasons. Some people choose not to be enrolled once 
they do not face a penalty. Others decide not to enroll when 
facing higher premiums brought about by lower enrollment 
by relatively healthy people. 

■	 Coverage through Medicaid and the Children’s Health 
Insurance Program declines by about 2 million, again 
mainly for two reasons. Some people who would have 
enrolled to avoid the penalty no longer do so. Others who, 
induced by the penalty, would have applied for coverage 
through a marketplace and learned that they were eligible 
for Medicaid, no longer enroll in the program. 

■	 Employment-based coverage declines by about 1 million, 
mostly because some employees who would have enrolled 
to avoid the penalty no longer do so. 

CBO and JCT have concluded that some of that effect of elim
inating the penalty occurred in 2018 (earlier than they previ
ously expected). By the agencies’ estimates, 1 million people 
were uninsured in that year principally because they thought 
that the penalty had been repealed for 2018 or that it would 
not be enforced.2  

1.		 See Congressional Budget Office, Federal Subsidies for Health Insurance 
Coverage for People Under Age 65: 2018 to 2028 (May 2018), pp. 20–21, 
www.cbo.gov/publication/53826. The current estimate of the effects of 
repealing the individual mandate penalty draws upon additional information 
beyond what was cited in the May 2018 report, including Bradley Heim, 
Ithai Z. Lurie, and Daniel W. Sacks, Does the Individual Mandate Affect 
Insurance Coverage? Evidence From the Population of Tax Returns (paper 
presented at the 2019 National Bureau of Economic Research Public 
Economics Conference, Cambridge, Mass., April 4–5, 2019), papers.nber. 
org/conf_papers/f120008.pdf (1.3 MB); Paul D. Jacobs, “Mandating Health 
Insurance Coverage for High-Income Individuals,” National Tax Journal, 
vol. 71, no. 4 (December 2018), pp. 807–828, https://tinyurl.com/yyohsd3r; 
and Matthew Fiedler, How Did the ACA’s Individual Mandate Affect 
Insurance Coverage? Evidence From Coverage Decisions by Higher Income 
People (USC–Brookings Schaeffer Initiative for Health Policy, May 31, 2018), 
https://tinyurl.com/y26s5nsl. 

2.  For information about people’s understanding of the mandate in 2018, see 
Ashley Kirzinger and others, Kaiser Health Tracking Poll—March 2018: Non-
Group Enrollees (April 3, 2018), https://tinyurl.com/y9osz5pm. 

65 percent of people who meet the eligibility criteria 
established under the ACA live in states that expanded 
Medicaid. CBO and JCT anticipate that, under current 
law, the share would increase annually at a rate based on 
the historical pace of expansion since 2014. By 2029, 
about three-quarters of the people who would meet the 
new eligibility criteria are projected to be in states with 
expanded Medicaid coverage. 

CBO and JCT project enrollment in CHIP to be 
relatively unchanged in the 2019–2029 period, with 
7 million people, mostly children but also some pregnant 
women, enrolled in the program in each year. Together, 

Medicaid and CHIP are projected to provide insurance 
coverage for one-quarter of the population under age 
65 in 2029. 

Nongroup Coverage and the Basic Health 
Program 
A small share of the population purchases private health 
insurance individually through the nongroup market. 
Whereas employment-based policies and Medicaid cur
rently cover 58 percent and 23 percent of the population 
under age 65, respectively, nongroup coverage applies to 
just 5 percent. 

http://www.cbo.gov/publication/53826
http://papers.nber.org/conf_papers/f120008.pdf
http://papers.nber.org/conf_papers/f120008.pdf
https://tinyurl.com/yyohsd3r
https://tinyurl.com/y26s5nsl
https://tinyurl.com/y9osz5pm
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 Figure 1-3. 

Access to and Enrollment in Employment-Based Insurance by Income, 2019 
Percent 
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Access to employment-based 
insurance tends to grow with 
income, as higher-income 
people are more likely to 
be employed, and their 
employers are more likely to 
offer insurance. 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.
 


The figure shows access and enrollment for the noninstitutionalized civilian population under age 65.
 


FPL = federal poverty level.



Another source of coverage, much smaller still, is the 
Basic Health Program, which allows states to offer 
subsidized health coverage to certain low-income people 
outside the marketplaces established under the ACA. 

Nongroup Coverage 
In 2019, a monthly average of about 14 million people 
under age 65 are expected to have nongroup cover
age—a decline from 2018, when an estimated monthly 
average of 15 million people enrolled in such coverage.5  
According to CBO and JCT’s analysis, the decline is 
largely attributable to the repeal of the individual man
date penalty, partially offset by increases in enrollment 
in nongroup coverage that is exempt from some of the 

regulations governing the nongroup market but nonethe
less provides comprehensive major medical coverage. 

Of the 14 million people under age 65 whom CBO 
and JCT expect to enroll in nongroup coverage in 
2019, an estimated 9 million will have purchased it 
through the marketplaces established under the ACA.6  
(Nongroup policies can be purchased either through 
the marketplaces—with or without government subsi
dies—or elsewhere.) The agencies estimate that 8 million 
of those people will receive subsidies. (The appendix  
provides information on premiums and stability in the 
marketplaces.) 

5.		 CBO and JCT’s estimates of enrollment in nongroup 
coverage include people with insurance that covers high-cost 
medical events and various services, including those provided 
by physicians and hospitals. Such coverage includes plans 
that must comply with all of the regulations governing the 
nongroup market as well as plans that are exempt from some 
regulations but continue to provide comprehensive major 
medical coverage. Examples of nongroup plans that are exempt 
from some regulations but still meet the agencies’ definition of 
health insurance include ones that were in effect before 2014 
(sometimes called grandfathered, grandmothered, or transitional 
plans), policies purchased by individuals through an association, 
and some types of short-term, limited-duration plans. 

6.		 A total of 11 million people selected plans through the 
marketplaces by the close of the open-enrollment period. 
However, CBO and JCT estimate that the average monthly 
enrollment during the year will be lower than the total number 
of people who will have coverage at some point during the year 
because some people are covered for only part of the year— 
mostly because they stop paying the premiums or leave their 
marketplace-based coverage as they become eligible for insurance 
through other sources. That decline in coverage is partly offset 
because people who experience a qualifying life event (such as 
a change in income, the addition of a dependent, or the loss 
of employment-based insurance) may be allowed to purchase 
coverage later in the year. 
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By 2029, enrollment through the nongroup market 
is projected to fall to 11 million people, 6 million of 
them subsidized. That decline is largely the result of two 
factors: 

•		 Some additional people will forgo health insurance in 
response to the elimination of the individual mandate 
penalty, and 

•		 More states are expected to expand eligibility for 
Medicaid, reducing the number of people projected 
to obtain coverage through the marketplaces, 
because people who are eligible for Medicaid are 
not permitted to receive subsidies for marketplace 
coverage. 

Figure 1-4 . 

Percentage of the Population Who Are Uninsured 
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Source: Congressional Budget Office, using data from the National 
Health Interview Survey. 

The figure applies to the noninstitutionalized civilian population under 
age 65. 

Actual values are calculated using the number of uninsured people 
reported by the National Health Interview Survey, adjusted downward 
to exclude people with coverage provided by the Indian Health Service, 
which CBO considers to be health insurance coverage. Beginning in 
2015, values include an additional slight adjustment as part of a set of 
integrated estimates of coverage derived from different data sources. 

Basic Health Program 
Under the ACA, states have the option to establish a 
Basic Health Program, which is primarily for people 
whose income is between 138 percent and 200 percent 
of the FPL. To subsidize that coverage, the federal gov
ernment provides states with funding equal to 95 per
cent of the subsidies for which those people would have 
been eligible through a marketplace. States can use those 
funds, in addition to funds from other sources, to offer 
health insurance that covers a broader set of benefits or 
requires smaller out-of-pocket payments than coverage 
in the marketplaces does.7 Minnesota and New York 
have created a Basic Health Program. In CBO and JCT’s 
projections, enrollment in the Basic Health Program is 
estimated to be about 1 million people in both 2018 
and 2019. That number stays about the same each year 
throughout the 2019–2029 period. 

Medicare and Other Coverage 
Although Medicare is best known for providing coverage 
for people age 65 or older, it also covers some people 
who are under age 65. Those younger enrollees receive 
Medicare coverage because they have qualified for bene
fits from the Social Security Disability Insurance (SSDI) 
program or have a qualifying diagnosis of end-stage 
renal disease (ESRD). In general, people become eligible 
for Medicare two years after they qualify for disability 
insurance. CBO and JCT estimate enrollment of people 
under 65 in Medicare to remain unchanged from 2018 

to 2019, at 8 million people. The agencies project that 
number to stay the same in each year throughout the 
2020–2029 period. Of those under age 65 and enrolled 
in Medicare, an estimated 99 percent receive Medicare 
benefits from the SSDI program and 1 percent because 
of an ESRD diagnosis. 

Other miscellaneous sources of coverage account for 
about 3 million people each year from 2019 to 2029. 
Those sources include student health plans, the Indian 
Health Service, and foreign sources. 

Uninsured 
In 2019, 30 million people under age 65, or 11 percent 
of that population, are projected to be uninsured, an 
increase from 29 million in 2018 and 28 million in 2017 
(see Figure 1-4). Increases in health insurance premiums 
and the elimination of the individual mandate penalty 
have contributed to that rise. An additional factor in the 
increase is people’s becoming aware of and enrolling in 

7.		 For more information about the Basic Health Program, see 
Centers for Medicare & Medicaid Services, “Basic Health 
Program” (accessed April 22, 2019), www.medicaid.gov/  
basic-health-program/index.html. 

https://www.medicaid.gov/basic-health-program/index.html
https://www.medicaid.gov/basic-health-program/index.html
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 Figure 1-5. 

Composition of the Uninsured Population, 2019 
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Sources: Congressional Budget Office; staff of the Joint Committee on 
Taxation. 

The figure shows information on the noninstitutionalized civilian 
population under age 65 that is estimated to be uninsured. 

CHIP = Children’s Health Insurance Program; FPL = federal poverty level. 

a.  People who have access to health insurance through an employer or 
directly from insurers but choose not to purchase it. 

b.  Noncitizens who are not lawfully present in this country are ineligible 
for marketplace subsidies and for most Medicaid benefits. 

coverage (such as short-term, limited-duration plans that 
do not provide comprehensive major medical coverage) 
from sources that do not meet CBO and JCT’s defini
tion of health insurance. 

CBO and JCT consider people uninsured if they are 
not covered by an insurance plan or are not enrolled in a 
government program that provides financial protection 
from major medical risks. Among the uninsured under 
age 65 in 2019, 26 percent are estimated to be eligible for 
subsidized coverage through a marketplace but forgo it; 

20 percent, to be noncitizens who are not lawfully 
present in this country; 16 percent, to have income 
below 100 percent of the FPL and to live in states that 
did not expand Medicaid; 15 percent, to be eligible for 
Medicaid or CHIP but to not enroll; and 23 percent, to 
have access to health insurance through an employer or 
directly from insurers but to choose to not purchase it 
(see Figure 1-5). 

By 2029, the number of uninsured people is projected 
to grow to 35 million, or 13 percent of people under age 
65. That estimated growth stems largely from an increase 
in the number of people expected to forgo health insur
ance in response to the elimination of the individual 
mandate penalty. Again, an additional factor is people’s 
increasing enrollment in coverage from sources that do 
not meet CBO and JCT’s definition of health insurance. 

Uncertainty Surrounding the Estimates of 
Coverage 
The distribution of health insurance coverage in future 
years could differ from the projections presented here 
for a variety of reasons. If national economic trends 
diverge from CBO’s economic forecast, for example, that 
would alter the number of people offered insurance by 
their employers, as well as the number of people eligi
ble for Medicaid or coverage through the marketplaces. 
Additionally, changes in health care laws or regulations 
would affect health insurance markets. For example, 
the Administration has recently proposed or finalized 
several regulations that could substantially affect private 
health insurance, but their potential effects on insurance 
coverage and premiums are uncertain. Moreover, such 
economic, legal, and regulatory factors may interact with 
one another in a variety of ways to bring about out
comes that differ from the projections presented here. In 
addition, uncertainty surrounds states’ decisions about 
whether to expand eligibility for Medicaid and how to 
regulate private health insurance. 



 

 

 

 

C H A P T E R 

2
Projected Subsidies for Health Insurance Coverage
 


T he federal government encourages people 
to obtain health insurance by making it less 
expensive than it would be otherwise. For peo
ple under age 65, the government subsidizes 

health insurance coverage in four main ways: 

•		 Giving tax benefits for work-related coverage, 

•		 Providing roughly three-fifths of all funding for 
Medicaid (and requiring states to provide the 
remainder), 

•		 Offering tax credits to eligible people who purchase 
coverage through the health insurance marketplaces, 
and 

•		 Providing coverage through the Medicare program 
to people under age 65 who receive benefits from the 
Social Security Disability Insurance program or who 
have been diagnosed with end-stage renal disease. 

The costs of those subsidies are partly offset by related 
taxes and penalties. Those collections include excise taxes 
on providers of health insurance and penalty payments 
from large employers that do not offer health insurance 
that meets certain standards. 

The net federal subsidy for health insurance coverage for 
people under age 65—that is, the cost of all the subsidies 
minus the taxes and penalties—will be $737 billion in 
2019, the Congressional Budget Office and the staff of 
the Joint Committee on Taxation estimate (see Table 
2-1). If current laws did not change, that subsidy would 
total $9.9 trillion over the 2020–2029 period. Those 
projections are subject to considerable uncertainty; 
they rely on, among other things, expectations about 
the choices that people might make about obtaining 
health insurance. 

The total costs of subsidizing health insurance for 
noninstitutionalized people under age 65 depend on 
the number of enrollees in each type of coverage and 

on the average per-person costs of that coverage. Those 
costs vary substantially depending on the type of cov
erage—namely, on the expected health care costs of 
the people who are eligible for or tend to enroll in a 
particular type of coverage and the extent to which the 
federal government subsidizes that type of coverage (see 
Figure 2-1 on page 18). The average cost of federal 
subsidies for someone under age 65 who is covered 
by Medicare, for example, is $10,620 in 2019, CBO 
estimates (see Figure 2-2 on page 19). That number is 
particularly high because Medicare enrollees under the 
age of 65 either qualify for SSDI or have ESRD and are 
therefore costly to treat. By contrast, the average cost of 
federal subsidies for someone under age 65 with employ
ment-based coverage in 2019 is $1,810, CBO and 
JCT estimate.1 That number is much lower because the 
people who enroll in employment-based insurance tend 
to be healthier and because the government does not pay 
directly for that care—but, rather, subsidizes a portion of 
the costs through the exclusion from income and payroll 
taxes.2 

Work-Related Subsidies 
Health insurance that people receive from employers 
is the most common source of subsidized coverage for 
people under age 65. Employers’ payments for work
ers’ health insurance coverage are a form of compen
sation, but unlike cash compensation, those payments 
are excluded from income and payroll taxes. In most 
cases, the amounts paid by workers themselves for their 
share of the cost of employment-based coverage are also 
excluded from income and payroll taxes. The projected 
growth rates for the total amount of such subsidies and 

1.	 	 The average cost of federal subsidies for employment-based 
coverage is calculated using the tax exclusion for that coverage. 

2.	 	 The amounts shown cannot be used to estimate the costs of 
shifting people from one type of coverage to another because 
the average per-person costs for each type of coverage depend on 
the type of people who are eligible for and enroll in that type of 
coverage. Therefore, values in cost estimates for legislation that 
would shift some people from one type of coverage to another 
would differ from the estimates shown here. 
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Table 2-1. 

Net Federal Subsidies Associated With Health Insurance Coverage, 2019 to 2029 
Billions of Dollars, by Fiscal Year 

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 

Total, 
2020– 

2029 

Work-Related Coverage 
Tax exclusion for employment-based coveragea,b 283 301 320 341 363 387 410 466 502 530 562 4,182 
Income tax deduction for self-employment 
health insurancec 4 4 3 3 3 4 4 4 5 5 5 39 

Small-employer tax creditsb * * * * * * * * * * * * 
Subtotal 287 304 324 344 367 390 414 470 507 534 567 4,222 

Medicaid and CHIPd 

Blind and disabled 109 115 121 127 135 143 152 161 172 182 194 1,502 
Children 76 80 85 91 96 102 108 114 120 126 133 1,055 
Adults made eligible for Medicaid by the ACA 66 66 70 76 83 89 95 102 108 115 121 925 
Adults otherwise eligible for Medicaid 46 48 51 54 58 61 65 68 72 76 81 635 
CHIP 18 16 14 14 15 16 16 17 18 18 19 164 

Subtotal 314 325 341 363 387 411 436 462 490 518 549 4,282 

Marketplace-Related Coverage and the Basic 
Health Program 
Premium tax credit outlays 43 44 43 45 47 49 52 54 55 56 57 503 
Premium tax credit revenue reductions 9 10 9 10 10 11 11 12 12 12 12 109 

Subtotal 53 53 53 55 58 60 64 66 67 68 70 612 
Outlays for the Basic Health Program 6 6 6 7 7 7 8 8 9 9 10 77 
Collections for risk adjustment and 
reinsurance -6 -5 -6 -6 -6 -6 -7 -7 -7 -8 -8 -66 

Payments for risk adjustment and reinsurance 9 5 6 6 6 6 7 7 7 8 8 65 
Subtotal 62 59 59 61 65 68 72 74 75 77 79 689 

Medicaree 86 88 92 96 100 104 109 114 120 127 131 1,082 

Taxes and Penalties Related to Coverage 
Gross collections of excise tax on high-
premium insurance plansf 0 0 0 -2 -7 -9 -10 -12 -16 -19 -22 -96 

Penalty payments by uninsured people -3 0 0 0 0 0 0 0 0 0 0 0 
Net receipts from tax on health insurance 
providersg 0 -13 -14 -15 -15 -16 -17 -17 -18 -19 -20 -164 

Gross collections of employer penaltiesf -8 -9 -9 -6 -6 -7 -7 -7 -8 -8 -7 -74 
Subtotal -11 -22 -22 -23 -29 -32 -34 -36 -42 -45 -49 -334 

Net Subsidies 737  755 794 842 889 941 997 1,085 1,149 1,211 1,277 9,940 

for the amount per recipient are about the same—as is 
the projected growth rate for private health insurance 
premiums—because the number of recipients is pro
jected to be stable over the coming decade. 

Another work-related subsidy is the income tax deduc
tion for health insurance premiums that can be used 

Continued 

by self-employed people, including sole proprietors 
and workers in partnerships. (Many of those people 
purchase insurance individually instead of as part of a 
group; their coverage is categorized as nongroup rather 
than employment-based even though their subsidies are 
work-related.) In addition, some small employers that 
provide health insurance to their employees are eligible 
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 Table 2-1.	 	 Continued 

Net Federal Subsidies Associated With Health Insurance Coverage, 2019 to 2029 
Billions of Dollars, by Fiscal Year 

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 

Total, 
2020– 

2029 

Memorandum: 
Collections of Excise Tax on High-Premium 
Insurance Plans, Including the Associated 
Effects on Revenues of Changes in Taxable 
Compensation		 0 0 0 -6 -14 -18 -22 -25 -31 -35 -42 -193 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.
 


The table shows subsidies for the noninstitutionalized civilian population under age 65.
 


Positive numbers indicate an increase in the deficit, and negative numbers indicate a decrease in the deficit.
 


The table excludes outlays made by the federal government in its capacity as an employer.
 


ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; JCT = Joint Committee on Taxation; * = between zero and $500 million.
 


a.  Includes the effect on tax revenues of the exclusion of premiums for people under age 65 with employment-based insurance from federal income 
and payroll taxes and includes the effects on taxable wages of the excise tax on high-cost plans and penalty payments by employers. The estimates 
shown, which JCT produced, differ from the agency’s estimates of the tax expenditure for the exclusion of employer-paid health insurance because 
effects stemming from the exclusion for people over age 65 are not included here and because the Federal Insurance Contributions Act tax exclusion 
for employer-paid health insurance is included here. 

b.  Includes increases in outlays and reductions in revenues. 

c.  The estimates shown, which JCT produced, do not include effects stemming from the deduction for people over age 65. 

d.  For Medicaid, the outlays reflect only medical services for noninstitutionalized enrollees under age 65 who have full Medicaid benefits. 

e.  For Medicare, the outlays are for benefits net of offsetting receipts for noninstitutionalized Medicare beneficiaries under age 65. 

f.	 	 Excludes the associated effects on revenues of changes in taxable compensation, which are included in the estimate of the tax exclusion for  
employment-based insurance. If those effects were included, net revenues stemming from the excise tax would total $193 billion over the 2020–2029  
period, and revenues from penalty payments by employers would total $58 billion over that 10-year period. 

g.  Net receipts include effects on individual and corporate tax receipts. The tax is suspended in 2019. 

to receive a tax credit of up to 50 percent of the cost of 
that insurance. 

JCT estimates that subsidies for work-related coverage 
for people under age 65 will total about $287 billion 
in 2019 (or about 1.4 percent of gross domestic prod
uct, or GDP).3 That amount is projected to grow to 
$567 billion in 2029 and to total $4.2 trillion over the 

2020–2029 period. Those sums are large because the 
number of people with such coverage is large.4 

Medicaid and CHIP 
Medicaid is jointly financed by state governments and 
the federal government, with the federal government 
paying for roughly 60 percent of the cost of services, 
on average. Federal outlays for all noninstitutionalized 
Medicaid enrollees under age 65 who receive full ben
efits are estimated to amount to $296 billion in 2019 
(see Figure 2-3). For the 2020–2029 period, projected 

3.		 That estimate excludes federal spending on medical benefits 
provided by the Department of Veterans Affairs and on 
the Defense Department’s TRICARE program. For more 
information about those programs, see Congressional Budget 
Office, “Military and Veterans’ Health Care,” www.cbo.gov/ 
topics/health-care/military-and-veterans-health-care. 

4.		 The estimated subsidies are not equal to the tax revenues that 
would be collected if those subsidies were eliminated, because in 
that event, many people would adjust their behavior to reduce 
the tax liability created by the change. 

http://www.cbo.gov/topics/health-care/military-and-veterans-health-care
http://www.cbo.gov/topics/health-care/military-and-veterans-health-care
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 Figure 2-1. 

Federal Health Insurance Subsidies 
Billions of Dollars 

 

 

 

	 

 
  

 
 

   
 
 
 

 

 

 

 

 
  

 
 

   
 
 
 

In 2019, the federal 
government is projected 
to spend $314 billion for 
Medicaid and CHIP and 
$287 billion on support for 
work-related coverage for 
people under age 65.

Percentage of Gross Domestic Product 

 

 

 

 

  

 
 

    
  

As a share of gross domestic 
product, total federal 
subsidies are projected 
to grow over the coming 
decade; subsidies for 
work-related coverage are 
projected to grow the fastest. 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation. 
 

The figure shows subsidies for the noninstitutionalized civilian population under age 65.
 


CHIP = Children’s Health Insurance Program.
 

outlays total $4.1 trillion, comprising the following main 
components: 

• 		 $1.5 trillion (or 36 percent of the total) for people 
with disabilities; 

•  $1.1 trillion (or 26 percent of the total) for children; 

•		 $925 billion (or 22 percent of the total) for adults 
made eligible for Medicaid by the Affordable Care 
Act; and 
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Figure 2-2. 

Average Federal Subsidies for Recipients by Type of Health Insurance, Calendar Year 2019 
Dollars 


 
 

The average federal subsidy for health insurance 
costs per recipient varies substantially by type of 
health insurance. The variation occurs because the 
people who are eligible for each type of insurance 
differ by age, health status, income, and disability 
status; because the federal government subsidizes
the coverage to different extents; and because the 
prices paid to providers differ for different types
of coverage. 

The amounts shown cannot be used to estimate 
the costs of shifting a group of people from one
type of coverage to another because the average 
cost for each type of coverage depends on the 
characteristics of the people who are eligible for 
and enroll in it.



Sources: Congressional Budget Office; staff of the Joint Committee on Taxation. 

The figure shows average federal subsidies for the noninstitutionalized civilian population under age 65. 

CHIP = Children’s Health Insurance Program. 

a. Includes the tax exclusion for employment-based coverage. 

b. Includes premium tax credits for coverage through the marketplaces and outlays for the Basic Health Program. 

•		 $635 billion (or 15 percent of the total) for adults 
otherwise eligible for Medicaid. 

Medicaid spending for the noninstitutionalized pop
ulation under age 65 who receive full Medicaid bene
fits accounts for roughly 80 percent of total projected 
Medicaid spending for medical services over the 
2020–2029 period. 

Like Medicaid, the Children’s Health Insurance Program 
is also jointly financed by state governments and the 
federal government. In 2019, the federal government 
will pay about 90 percent of the cost of services. In 2020, 
that share is projected to be roughly 80 percent, and 
from 2021 to 2029, about 70 percent, as higher match
ing rates established by the ACA and the HEALTHY 
KIDS Act (division C of Public Law 115-120) end. 
Federal outlays for CHIP are estimated to amount to 
$18 billion in 2019 and $164 billion over the 2020– 
2029 period. 

Marketplace-Related Coverage and the Basic 
Health Program 
In 2019, net subsidies for nongroup coverage obtained 
through the marketplaces and payments for the Basic 
Health Program will total $62 billion, CBO and JCT 
estimate. Over the 2020–2029 period, such costs are 
projected to total $689 billion and to consist of the fol
lowing main components: 

•		 Outlays of $503 billion and a reduction in revenues 
of $109 billion for premium tax credits, totaling 
$612 billion (those tax credits cover a portion of 
eligible people’s health insurance premiums and, 
because they are refundable, can exceed individuals’ 
tax liability, resulting in outlays in addition to the 
reduction in revenues); 

•		 Outlays of $77 billion for the Basic Health Program; 
and 
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 Figure 2-3. 

Share of Enrollment in and Spending for Medicaid and CHIP by Eligibility Category, 2019 
Percentage of Total 

  
  

     
   

 

 

 

 

 

 
 

 
 

 

 

 

 

Different eligibility categories 
for Medicaid and CHIP 
account for very different 
shares of enrollment and 
spending. For example, 
children in Medicaid are 
projected to constitute 
44 percent of enrollment but 
only 24 percent of spending 
in 2019, whereas people 
with disabilities account for 
10 percent of enrollment and 
35 percent of spending. 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.
 

The figure shows enrollment and spending for the noninstitutionalized civilian population under age 65.
 

ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program.
 

•		 Outlays of $65 billion and revenues of $66 billion 
related to payments and collections for risk 
adjustment. 

The third component of those subsidies is projected to 
have no net costs over time. The risk adjustment and 
reinsurance programs were established under the ACA 
to stabilize premiums in the nongroup and small-group 
insurance markets by reducing the likelihood that partic
ular insurers with a disproportionate share of less healthy 
enrollees would bear especially high costs.5 The programs 
make payments to insurers with less healthy enrollees; 
the payments are financed by collecting funds from 
insurers with healthier enrollees in the case of risk adjust
ment and by an assessment on a broad range of insurers 
in the case of reinsurance. The payments are recorded in 
the budget as mandatory outlays, and the collections are 
recorded as revenues. 

5.		 The risk adjustment and reinsurance programs began in 2014. 
The reinsurance program was temporary, ending after plan year 
2016, and CBO estimates that outlays for it will end in 2020; 
beginning in 2021, estimated revenues and outlays are only for 
risk adjustment. 

Per enrollee, subsidies for insurance obtained through 
the marketplaces and outlays for the Basic Health 
Program depend on the premiums for benchmark plans 
used for determining subsidies and on certain character
istics of enrollees, such as age, family size, and income. 
Combined, subsidies for coverage through the market
places and the Basic Health Program are projected to 
average $6,490 per subsidized enrollee in calendar year 
2019. That amount rises to about $11,670 in 2029, as 
subsidies grow with premiums and also cover a greater 
proportion of premiums over time. (That proportion 
increases mainly because the amounts enrollees pay are 
limited to certain percentages of their income.) Growth 
in the total net subsidy amount is smaller than growth in 
the amounts per subsidized enrollee because the number 
of enrollees is projected to fall over the next decade. 

Medicare 
Net outlays for Medicare coverage for noninstitu
tionalized people under age 65 are projected to be 
$86 billion in 2019 and to total $1.1 trillion over the 
2020–2029 period. That total is about one-eighth of 
total projected net spending for the Medicare program. 
By CBO’s estimates, in 2019 the average cost for a 
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Medicare enrollee under 65 will be $10,620. That cost is 
projected to rise to $16,320 in 2029. That rate of growth 
is expected to be slower than the increase in the govern
ment’s average cost for private health insurance and for 
Medicaid and CHIP but similar to the growth for the 
economy overall. 

Taxes and Penalties 
Taxes and penalties related to health insurance cover
age are expected to partially offset the federal subsidies 
for it. By CBO and JCT’s estimates, those taxes and 
penalties will amount to $11 billion in 2019. Under 
current law, they would total $334 billion over the 
2020–2029 period—mostly from an excise tax on 
high-premium insurance plans, a tax on health insurance 
providers, and penalties imposed on some employers for 
not offering their employees health insurance that meets 
specified standards. 

Excise Tax on High-Premium Insurance Plans 
An excise tax on certain high-cost employment-based 
coverage is scheduled to be collected beginning in 2022. 
Originally, the tax was scheduled to take effect in 2018, 
but lawmakers delayed its implementation. In CBO and 
JCT’s projections, collections of that tax total $96 billion 
over the 2020–2029 period. 

The excise tax is expected to cause some employers and 
workers to shift to health plans with lower premiums in 
order to avoid paying it or to reduce their tax liability. 
Those shifts would generally increase income tax reve
nues, CBO and JCT estimate, because affected workers 
would receive less of their income in nontaxable health 
benefits and more in taxable wages. Including those 
increases in income tax revenues, JCT estimates receipts 
stemming from the imposition of the excise tax to total 
$193 billion over the coming decade.6 

Tax on Health Insurance Providers 
Health insurers are subject to an excise tax (although 
legislation eliminated it for calendar year 2019). The 
ACA specifies the total amount of tax to be assessed, and 
that total is divided among insurers according to their 
share of total applicable premiums charged in the previ
ous year. Some health insurers, such as firms operating 

self-insured plans and certain state government entities 
and tax-exempt providers, are fully or partly exempt 
from the tax. Net revenues from the tax are projected 
to be $13 billion in 2020 and under current law would 
increase to about $20 billion by 2029, for a total of 
$164 billion over the decade, CBO and JCT estimate. 

Penalties on Employers 
Some large employers that do not offer health insurance 
coverage that meets certain standards under the ACA will 
owe a penalty if they have any full-time employees who 
receive a subsidy through a health insurance market
place.7 The requirement generally applies to employers 
with at least 50 full-time-equiv alent employees. In CBO 
and JCT’s projections, payments of those penalties 
total $74 billion over the 2020–2029 period. However, 
the increased costs for employers that pay the penalties 
are projected to reduce other revenues by $17 billion, 
because employers would generally be expected to shift 
the costs of the penalties to workers by lowering taxable 
wages. Once that shift is taken into account, the net 
reduction in the deficit is $58 billion. 

Uncertainty Surrounding the Estimates of 
Subsidies 
The ways in which federal agencies, states, insurers, 
employers, individuals, doctors, hospitals, and other par
ties will behave in the future are all difficult to predict, so 
the estimates of federal subsidies for health insurance are 
uncertain. CBO and JCT have endeavored to develop 
budgetary estimates that are in the middle of the distri
bution of potential outcomes. 

One reason that the estimates of subsidies are uncertain 
is that the projections of how many people will enroll 
in different types of coverage are themselves uncertain. 
Then, the per-person cost of subsidizing each type of 
coverage could differ from projections for many reasons, 
including changes in the mix of people, in terms of 
their health status or income, who enroll in each type 
of coverage; changes in how employers and employees 
value health insurance; and changes in state policies on 
eligibility for Medicaid and CHIP. 

6.		 If workers’ wages were instead held constant, their total 
compensation would be reduced by the amount of the change in 
premiums. Their employers would have smaller deductions for 
compensation costs and hence more taxable income—and the 
resulting total revenues would be similar. 

7.		 To meet the standards, the cost to employees for self-only 
coverage must not exceed a specified share of their income (which 
is 9.86 percent in 2019 and is scheduled to grow over time), 
and the plan must pay at least 60 percent of the cost of covered 
benefits. 
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Many other factors will also affect federal subsidies for 
health care. One important factor is the extent to which 
the emergence and adoption of health care technology 
will raise or lower costs. New and less expensive medical 
procedures or treatments could prove effective in help
ing patients, which could lower costs. But other new 
procedures and treatments might be more expensive 
and increase costs. Other factors that could affect health 

care costs include changes in the structure of payment 
systems, changes in the ownership structure of providers, 
and innovations in the delivery of health care—say, the 
expansion of telemedicine. Those changes could encour
age providers to supply more cost-effective treatments 
and reduce costs per enrollee. Other changes could raise 
costs per enrollee, such as those reaching previously 
underserved populations. 



 

 

 

 

 

 

C H A P T E R 

3
Comparisons With Previous 
 

Estimates and Actual Amounts
 


A s part of the process of updating baseline 
projections, the Congressional Budget Office 
and the staff of the Joint Committee on 
Taxation carefully analyze how the current 

projections differ from the prior year’s projections and 
how their previous projections compare with actual 
enrollment and spending outcomes. Such evaluations 
help guide the agencies’ efforts to improve the quality 
of their projections and help ensure that the current 
projections accurately reflect any significant changes in 
economic trends, enrollment and spending patterns, and 
policy that occurred over the previous year. 

Changes in the Estimates of Insurance 
Coverage and Subsidies Since May 2018 
In CBO and JCT’s current projections for the 2019– 
2028 period (the span covered by both last year’s pro
jections and the current ones), an average of 3 million 
more people obtain employment-based insurance and 
1 million fewer people are uninsured, compared with 
the amounts estimated in May 2018. Since last year, the 
agencies have increased their estimate of the net federal 
subsidies associated with health insurance coverage for 
people under age 65 from $9.3 trillion to $9.4 trillion 
for that period (see  Table 3-1). The changes are primarily 
driven by updated demographic, economic, enrollment, 
and spending data. 

Changes in the Estimates of Insurance Coverage 
Since last year, CBO and JCT’s projections of enroll
ment in Medicaid, nongroup coverage, the Basic Health 
Program, and Medicare among people under age 65 
are largely unchanged, on average, over the 2019–2028 
period. The agencies have changed other projections of 
enrollment (or projections related to it) in the following 
ways: 

•		 The noninstitutionalized civilian population under 
the age of 65 is projected to be slightly smaller; 

•		 Enrollment in employment-based coverage is higher; 

•		 Enrollment in the Children’s Health Insurance 
Program is higher; 

•		 Enrollment in other miscellaneous types of coverage 
is lower; and 

•		 The number of uninsured people is lower. 

Total Population. CBO has lowered its projections of 
the total noninstitutionalized civilian population under 
age 65 by 1 million in each year of the 2019–2028 peri
od—a change first incorporated in CBO’s January 2019 
baseline. In the agency’s current projections, 276 million 
noninstitutionalized civilian people under age 65 are 
expected to reside in the United States in 2028; in the 
May 2018 projections, that number was 278 million. 
The revision arises primarily because the agency has 
reduced its projections of fertility rates and net immi
gration to better reflect historical trends and has slightly 
increased its projection of mortality rates. 

Employment-Based Coverage. Since last year, CBO 
and JCT have increased their projections of enrollment 
in employment-based insurance coverage by an average 
of 3 million people per year between 2019 and 2028. 
That increase reflects the agencies’ updated assessment 
of people’s preference for employment-based coverage 
made on the basis of new data and improved analyti
cal methods. Recent data indicate that enrollment in 
employment-based coverage has increased substantially 
in the past few years.1 That increase, a larger reversal of 
the downward trend that existed before 2014 than the 
agencies were expecting a year ago, is carried through 
into the current projections. 

Medicaid and CHIP. Relative to the May 2018 esti
mates, current projections of enrollment in Medicaid 

1.		 See Congressional Budget Office, Health Insurance Coverage for 
People Under Age 65: Definitions and Estimates for 2015 to 2018  
(April 2019), www.cbo.gov/publication/55094. 

http://www.cbo.gov/publication/55094
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Table 3-1. 

Comparison of Current and Previous Projections of Health Insurance Coverage and Net Federal Subsidies 

2019 

May 2018 
Projection 

May 2019 
Projection Difference  

2019–2028 

May 2018 
Projection 

May 2019  
Projection Difference 

Insurance Coverage for the Year a   
(Millions of people) 

Average Insurance Coverage Over the Period a  
(Millions of people)  

Total Population 273 273 -1 276 274 -1 

Employment-Based Coverage 159 159 -1 156 159 3 

Medicaid and CHIPb 

Adults made eligible for Medicaid by the ACA 12 12 * 13 13 * 
People otherwise eligible for Medicaid 48 50 1 49 50 * 
CHIP 6 7 1 6 7 1 

Total 66 69 2 69 70 1 
Nongroup Coverage and the Basic Health Program 

Subsidized nongroup 7 8 1 7 7 * 
Unsubsidized nongroup 5 6 1 6 5 * 

Total, nongroup coverage 12 14 2 12 12 * 
Coverage through the Basic Health Program c 1 1 * 1 1 * 

Medicared 8 8 * 8 8 * 

Other Coveragee 5 3 -2 5 3 -2 

Uninsuredf 32 30 -2 35 34 -1 

Effects on the Federal Deficit g  
(Billions of dollars) 

Effects on the Cumulative Federal Deficit   
Over the Period g (Billions of dollars) 

Work-Related Coverage 
Tax exclusion for employment-based coverage h 276 283 7 3,653 3,903 250 
Income tax deduction for self-employment health insurance i 5 4 -2 64 38 -26 
Small-employer tax credits 1 ** -1 8 ** -7 

Subtotal 282 287 4 3,725 3,942 217 

Medicaid and CHIPj 

Adults made eligible for Medicaid by the ACA 62 66 4 842 870 28 
People otherwise eligible for Medicaid 233 230 -3 3,049 3,015 -34 
CHIP 16 18 2 143 163 21 

Subtotal 310 314 3 4,034 4,047 14 

Marketplace-Related Coverage and the Basic Health Program 
Premium tax credits 53 53 ** 703 595 -108 
Outlays for the Basic Health Program 4 6 2 57 73 16 
Net collections and payments for risk adjustment and reinsurance ** 3 3 -1 3 4 

Subtotal 57 62 5 760 672 -88 

Medicarek 84 86 2 1,049 1,037 -13 

Taxes and Penalties Related to Coverage 
Gross collections of excise tax on high-premium insurance plans l 0 0 0 -47 -75 -27 
Penalty payments by uninsured people -3 -3 ** -3 -3 ** 
Net receipts from tax on health insurance providers m 0 0 0 -161 -144 17 
Gross collections of employer penalties l -8 -8 ** -101 -75 26 

Subtotal -11 -11 ** -313 -297 16 

Net Subsidies 723 737 14 9,255 9,401 146 

Continued 
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Sources: Congressional Budget Office; staff of the Joint Committee on Taxation. 
 

Estimates of insurance coverage apply to calendar years, and estimates of the effect on the federal deficit apply to fiscal years. 
 

The table applies to the noninstitutionalized civilian population under age 65.



ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; JCT = Joint Committee on Taxation; * = between −500,000 and 500,000; 
  
** = between −$500 million and $500 million.



a.		 The components do not sum to the total population because some people report multiple sources of coverage. CBO and JCT estimate that in every 
year of the projection period, between 11 million and 12 million people (or about 5 percent of insured people) have multiple sources of coverage, 
such as employment-based coverage and Medicaid. Estimates reflect average monthly enrollment over the course of a year and include spouses 
and dependents covered under family policies. 

b.	 	 Includes only noninstitutionalized enrollees with full Medicaid benefits. Estimates are adjusted to account for people enrolled in more than one state. 

c.		 The Basic Health Program, created under the ACA, allows states to establish a coverage program primarily for people with income between 
138 percent and 200 percent of the federal poverty guidelines. To subsidize that coverage, the federal government provides states with funding 
equal to 95 percent of the subsidies for which those people would otherwise have been eligible through a marketplace. 

d.	 	 Includes noninstitutionalized Medicare enrollees under age 65. Most Medicare-eligible people under age 65 qualify for Medicare because they 
participate in the Social Security Disability Insurance program. 

e.	 	 Includes people with other kinds of insurance, such as student health plans, coverage provided by the Indian Health Service, and coverage from 
foreign sources. 

f.	  	 Includes noncitizens not lawfully present in this country, who are ineligible either for marketplace subsidies or for most Medicaid benefits; people 
ineligible for Medicaid because they live in a state that has not expanded coverage; people eligible for Medicaid or CHIP who do not enroll; people 
who purchase nongroup insurance policies that do not meet the agencies’ definition of comprehensive health insurance; and people who do not 
purchase insurance available through an employer, through the marketplaces, or directly from an insurer. 

g.		 Positive numbers indicate an increase in the deficit, and negative numbers indicate a decrease in the deficit. 

h.		 Includes the effect on tax revenues of the exclusion of premiums for people under age 65 with employment-based insurance from federal income 
and payroll taxes and includes the effects on taxable wages of the excise tax on high-cost plans and penalty payments by employers. The estimates 
shown, which JCT produced, differ from the agency’s estimate of the tax expenditure for the exclusion of employer-paid health insurance because 
effects stemming from the exclusion for people over age 65 are not included here and because the Federal Insurance Contributions Act tax 
exclusion for employer-paid health insurance is included here. 

i.		 The estimates shown, which JCT produced, do not include effects stemming from the deduction for people over age 65. 

j.		 For Medicaid, the outlays reflect only medical services for noninstitutionalized enrollees under age 65 who have full Medicaid benefits. 

k.		 For Medicare, the outlays are for benefits net of offsetting receipts for noninstitutionalized beneficiaries under age 65. 

l.		 Excludes the associated effects on revenues of changes in taxable compensation, which are included in the estimate of the tax exclusion for 
employment-based insurance. 

m.  Net receipts include the effects on individual and corporate tax receipts. The tax is suspended in 2019. 

and CHIP are 1 million higher, on average, over the 
2019–2028 period. Estimates of enrollment in Medicaid 
are not significantly different from last spring’s projec
tions, but estimates of enrollment in CHIP are now 
higher because recent enrollment has exceeded previous 
estimates. 

CBO and JCT have also increased their estimates of 
the fraction of people meeting the eligibility criteria 
established under the Affordable Care Act who live in 
states that expanded Medicaid. The increase results from 
improved data underlying CBO’s models rather than 
modifications made to the agency’s projections of the 
rate of states’ expansions of Medicaid in the future. On 
net, however, CBO and JCT’s projections of enrollment 

by people made eligible for Medicaid by the ACA are 
largely unchanged from the May 2018 estimates. 

Nongroup Coverage and the Basic Health Program. 
Average monthly enrollment in the nongroup market is 
now projected to be 2 million higher in 2019, 1 mil
lion lower in 2028, and less than 500,000 different, 
on average, over the 2019–2028 period. Projections of 
enrollment in the Basic Health Program are not notice
ably different. 

The boost of 2 million in nongroup enrollment for 
2019 relative to the May 2018 projection is roughly 
evenly split between an increase in subsidized coverage 
and an increase in unsubsidized coverage. Projections 
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of subsidized coverage in 2019 are higher because the 
number of people who signed up for it through the 
marketplaces during the most recent open-enrollment 
period was higher than the agencies previously expected. 
Projections of unsubsidized coverage in 2019 are higher 
largely because of lower-than-expected premiums this 
year. 

On average over the 2019–2028 period, however, CBO 
and JCT’s current projections of both subsidized and 
unsubsidized enrollment through the nongroup market 
are not noticeably different from last year’s projections. 
Over that 10-year period, factors that have increased 
projections of nongroup enrollment are offset by other 
factors that have reduced projections of enrollment. In 
particular, lower estimates for premiums in each year 
of the span, which would tend to increase projected 
enrollment in nongroup coverage, are offset by higher 
estimates of the number of businesses that will offer 
employment-based coverage. That increase in employ
ment-based coverage is associated with a reduction in 
the number of people who would otherwise enroll in 
coverage through the nongroup market. 

Other Coverage. Compared with what they estimated 
last year, CBO and JCT currently project that, if current 
laws remained unchanged, 2 million fewer people would 
be enrolled in other miscellaneous types of health care 
coverage, on average, over the 2019–2028 period. Those 
sources of coverage include student health plans, the 
Indian Health Service, and foreign sources. The pro
jections for those types of coverage are lower primarily 
because the agencies now use improved data to estimate 
the number of people with those kinds of insurance. 

Uninsured. In CBO and JCT’s current projections, an 
average of 1 million fewer people are uninsured between 
2019 and 2028 than the agencies estimated last May. 
That difference stems mostly from net changes in projec
tions for other health insurance categories. For example, 
CBO and JCT lowered their projection of the number of 
uninsured people in 2019 by 2 million primarily because 
their current estimates of enrollment in nongroup cov
erage, Medicaid, and CHIP for the year are higher than 
last year’s. 

Changes in the Estimates of Subsidies, Penalties, and 
Taxes 
In CBO and JCT’s current projections, the net cost to 
the federal government of subsidizing health insurance 

coverage is $14 billion higher for 2019 and $146 billion 
(or about 2 percent) higher for the 2019–2028 period 
than it was in the agencies’ May 2018 projections. That 
increase is mainly the result of higher estimates of the net 
cost of the tax exclusion for employment-based coverage, 
partially offset by lower estimates of nongroup subsidies. 

Work-Related Coverage. CBO and JCT have increased 
their estimate of federal subsidies for work-related cov
erage. The largest component of those subsidies, by far, 
is the tax exclusion for employment-based coverage. The 
agencies have increased their estimates of the net cost of 
the exclusion by $7 billion (or 2 percent) for 2019 and 
by $250 billion (or 7 percent) for the 2019–2028 period. 
The cost of the exclusion depends on the number of peo
ple with employment-based coverage, the marginal tax 
rates of people enrolled in that coverage, and premiums 
for that coverage. The increase results in part from higher 
projected enrollment in employment-based insurance. 

That increase is offset, in part, by slower growth of pre
miums. In 2018, CBO and JCT projected spending by 
private health insurers per beneficiary, which is the basis 
for premiums, to increase by an average of 5.8 percent 
per year over the 2019–2028 period.2 The agencies now 
estimate that rate to be 5.4 percent. (CBO and JCT 
project spending by private health insurers on health care 
and administration on the basis of trends in premium 
growth and of projected growth in personal income, 
which affects people’s ability to buy health insurance.) 
The change results mainly from new data from the 
Centers for Medicare & Medicaid Services indicating a 
lower rate of spending growth than previously reported. 

Medicaid and CHIP. CBO has increased its projections 
of outlays for Medicaid and CHIP by $3 billion for 2019 
and by $14 billion for the 2019–2028 period. Outlays 
for CHIP are projected to be $21 billion higher over that 
period because of recent higher-than-expected enroll
ment in the program. That increase is partially offset by a 
$7 billion reduction in projected Medicaid spending for 
the period. 

2.		 CBO and JCT’s projection of the underlying growth in spending 
by private health insurers per enrollee differs somewhat from 
their projection of growth in premiums for employment-based 
coverage because the latter also incorporates changes under 
current law that affect employers’ willingness to offer insurance 
and employees’ taking up an offer (for example, the imposition of 
the excise tax on high-premium health insurance plans beginning 
in 2022). 
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Marketplace-Related Coverage and the Basic Health 
Program. CBO and JCT reduced their projections 
of spending for subsidies for health insurance pur
chased through the marketplaces by $108 billion (or 
15 percent), on net, over the 2019–2028 period. That 
reduction largely reflects the fact that insurers, overall, 
requested smaller increases in premiums for 2019 than 
the agencies expected last spring. In CBO and JCT’s 
current projections, gross premiums for benchmark 
plans used to determine subsidies are 11 percent lower in 
2019 and 16 percent lower in 2028 than in the agencies’ 
May 2018 projections. The reduction over the period is 
partially offset by spending on the Basic Health Program 
that is now estimated to be $16 billion higher. 

In total, CBO and JCT’s estimates of the net cost 
of subsidies for nongroup coverage and the Basic 
Health Program are now $88 billion lower for the 
2019–2028 period. 

Taxes and Penalties Related to Coverage. CBO and JCT 
have reduced their estimate of collections of penalty pay
ments from employers that do not offer coverage meet
ing the ACA’s standards by $26 billion for the 2019– 
2028 period as a result of new data from the Department 
of the Treasury showing less reported penalty liability 
than previously projected. 

CBO and JCT have increased their estimate of the gross 
revenues resulting from the excise tax on high-premium 
employment-based insurance by $27 billion for the 
2019–2028 period. The tax, which is currently scheduled 
to take effect in 2022, will impose a 40 percent fee on 
the contributions that firms and employees make toward 
their employment-based insurance when those contri
butions exceed statutory thresholds. By the agencies’ 
expectations, some firms will choose to pay the tax, and 
others will offer insurance plans with lower premiums in 
order to avoid it. 

The increase in revenues stems from an increase in pro
jected total enrollment in employment-based insurance 
and from technical improvements to modeling. On the 
basis of new data, CBO and JCT now estimate that a 
greater percentage of firms will choose to pay the excise 
tax rather than alter the types of insurance plans they 
offer to their employees. The increase in projected reve
nues is partially offset by the agencies’ lower projections 
of private health insurance spending per enrollee. 

Comparisons With Actual Amounts 
In order to improve their baseline projections, CBO 
and JCT compare their projections of health insur
ance coverage and federal subsidies for people under 
age 65 with actual enrollment and costs reported by 
the Administration, state governments, and surveys 
whenever possible. This report compares projections for 
2018 published in September 2017 and May 2018 with 
actual amounts for 2018 (see Table 3-2).3  

Coverage 
Differences in health insurance coverage between those 
two sets of projections and actual amounts were 1 mil
lion or less for most categories of coverage. In two cases, 
for CHIP and employment-based coverage, the actual 
amounts differed by 3 million from the 2017 projec
tions. When the projection for CHIP was made, funding 
for the program was scheduled to expire at the end of fis
cal year 2017, but in 2018, funding was extended. As for 
employment-based coverage, recent growth turned out 
to be stronger than CBO and JCT previously forecast, 
perhaps because of improving labor market conditions. 

Subsidies 
The largest errors in the subsidy estimates that could 
be examined (because sufficient preliminary data were 
available to estimate the actual 2018 amounts) occurred 
in projections of Medicaid spending and risk adjustment 
outlays (amounts paid to insurance plans that attract less 
healthy enrollees). 

Medicaid. Among the various estimates for 2018, the 
largest error occurred in CBO’s September 2017 projec
tion of federal spending on Medicaid. The agency esti
mated that Medicaid spending for noninstitutionalized 
enrollees under age 65 who have full Medicaid benefits 
would total $302 billion in 2018—about $15 billion 
(or 5 percent) more than the actual amount currently 
estimated for that year. When CBO made its September 
2017 estimate, available data showed that outlays had 
been growing strongly because of continued increases 
in the number of enrollees made eligible by the ACA. 

3.		 For comparisons of CBO and JCT’s projections with actual 
outcomes for 2017, see Congressional Budget Office, Federal 
Subsidies for Health Insurance Coverage for People Under Age 
65: 2018 to 2028 (May 2018), pp. 25–27, www.cbo.gov/ 
publication/53826; for 2014 to 2016, see Congressional Budget 
Office, CBO’s Record of Projecting Subsidies for Health Insurance 
Under the Affordable Care Act: 2014 to 2016 (December 2017), 
www.cbo.gov/publication/53094. 

http://www.cbo.gov/publication/53826
http://www.cbo.gov/publication/53826
http://www.cbo.gov/publication/53094
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Table 3-2. 

Selected Estimates of Health Insurance Coverage and Net Federal Subsidies in CBO’s September 2017 and 
May 2018 Projections Compared With Actual Coverage and Subsidies in 2018 

September 
2017 Projection 

May 2018 
Projection Actual Amounts

Difference, 
September 

2017 
Difference, 
May 2018 

Selected Categories of Health Insurance Coverage for People 
Under Age 65 (Millions of people, calendar year 2018) 

Employment-Based Coverage 157 158 160 -3 -1 

Medicaid and CHIP 
Adults made eligible for Medicaid by the ACA 13 12 12 1 * 
People otherwise eligible for Medicaid 51 49 50 1 -2 
CHIP 5 6 7 -3 -1 

Total 68 67 69 -1 -2 

Nongroup Coverage and the Basic Health Program 
Nongroup coverage purchased through marketplaces  

Subsidized 9 8 8 1 -1 
Unsubsidized 2 2 1 * * 

Subtotal 11 9 10 1 * 
Nongroup coverage purchased outside marketplaces 5 5 5 * 1 

Total, nongroup coverage 16 15 15 1 * 
Coverage through the Basic Health Program 1 1 1 * * 

Medicare 8 8 8 * * 

Other Coverage 5 5 3 2 2 

Uninsured 30 29 29 1 * 

However, that growth unexpectedly slowed in the second 
half of 2017 and the first half of 2018, as did the growth 
in spending for people otherwise eligible for Medicaid. 

For its May 2018 projections, CBO lowered its estimate 
of Medicaid spending for the year on the basis of newer 
data through March 2018, which showed relatively slow 
growth in outlays for the program to that point in the 
year. Later in 2018, spending for Medicaid grew more 
quickly than it had in 2017 and early 2018. As a result, 
CBO’s May 2018 estimate of Medicaid spending for 
the year was $7 billion (or 2 percent) lower than actual 
spending turned out to be. 

Risk Adjustment. The second-largest error occurred in 
CBO’s May 2018 projection of risk adjustment outlays. 

Continued 

The agency estimated that those payments would total 
$7 billion in 2018—about double the actual amount 
reported by the Administration for 2018. The over
estimate was the result of a temporary halt in payments 
to insurers in July 2018 in response to a federal court 
decision. Later in the summer of 2018, the Department 
of Health and Human Services reissued regulations that 
allowed the risk adjustment payments and collections 
to resume. Typically, risk adjustment outlays occur in 
September—and under that schedule, they would have 
been made in fiscal year 2018. Instead, most of those 
delayed payments were made in the first quarter of fiscal 
year 2019. CBO expects that payments and collections 
for 2019 and later years will occur on the same schedule 
as they did in prior years, unlike the pattern in 2018. 
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Table 3-2.	 	 Continued 

Selected Estimates of Health Insurance Coverage and Net Federal Subsidies in CBO’s September 2017 and 
May 2018 Projections Compared With Actual Coverage and Subsidies in 2018 

September 
2017 Projection 

May 2018 
Projection Actual Amounts 

Difference, 
September 

2017 
Difference, 
May 2018 

Selected Categories of Net Federal Subsidies Associated With Health Insurance  
Coverage for People Under Age 65 (Billions of dollars, fiscal year 2018) 

Medicaid and CHIPa 

Medicaid b 302 280 287 15 -7 
CHIP 13 16 17 -4 -2 

Total 315 296 304 10 -8 

Nongroup Coverage and the Basic Health Program 
Premium tax credits c 47 49 49 -2 ** 
Payments for cost-sharing reductions d 9 0 0 9 0 
Outlays for the Basic Health Program c 5 4 5 1 -1 
Collections for risk adjustment and reinsurance e -5 -5 -5 ** ** 
Payments for risk adjustment and reinsurance e 5 7 3 2 4 

Total 62 55 52 10 3 

Medicarea,f 81 82 83 -2 -1 

Penalty Payments by Uninsured Peopleg -4 -4 -3 -1 ** 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation; and additional sources listed below. 

Comparisons are shown only for categories of net federal subsidies associated with health insurance coverage for people under age 65 for which 
sufficient preliminary data were available to estimate the actual 2018 amounts. Estimates of actual enrollment reflect data from different sources that 
CBO then adjusts slightly to develop integrated estimates that are consistent with one another and that sum accurately to depict the total population. 
For more information on the individual data sources and how CBO develops its integrated estimates, see Congressional Budget Office, Health 
Insurance Coverage for People Under Age 65: Definitions and Estimates for 2015 to 2018 (April 2019), www.cbo.gov/publication/55094. 

CHIP = Children’s Health Insurance Program; * = between −500,000 and 500,000; ** = between −$500 million and $500 million. 

a.  See Department of the Treasury, “Final Monthly Treasury Statement of Receipts and Outlays of the United States Government for Fiscal Year 2018 
Through September 30, 2018, and Other Periods” (October 2018), https://go.usa.gov/xmKQk  (PDF, 1.8 MB). 

b.  Actual value reported by the Department of the Treasury adjusted to reflect only medical services for noninstitutionalized enrollees under age 65 
who have full Medicaid benefits. 

c.  Office of Management and Budget, Budget of the U.S. Government: Appendix, “Detailed Budget Estimates by Agency: Department of the Treasury” 
(March 2019), pp. 958–959, https://go.usa.gov/xmKQf  (PDF, 13.9 MB). 

d.  On October 12, 2017, the Administration announced that, without an appropriation, it would no longer make payments to insurers for cost-sharing 
reductions. 

e.  Office of Management and Budget, Budget of the U.S. Government: Appendix, “Detailed Budget Estimates by Agency: Department of Health and 
Human Services” (March 2019), pp. 451–452, https://go.usa.gov/xmKQf  (PDF, 13.9 MB). 

f.	 	 Actual value reported by the Department of the Treasury, adjusted to reflect benefits net of offsetting receipts for noninstitutionalized Medicare 
beneficiaries under age 65. 

g.  Actual value based on preliminary data from the Internal Revenue Service. See Internal Revenue Service, “SOI Tax Stats–Individual Income Tax 
Returns” (accessed April 11, 2019), https://go.usa.gov/xm5ju. 

http://www.cbo.gov/publication/55094
https://go.usa.gov/xmKQk
https://go.usa.gov/xmKQf
https://go.usa.gov/xmKQf
https://go.usa.gov/xm5ju




Appendix: Premiums and Stability 
 
in the Marketplaces
 


I n 2019, a monthly average of about 9 million peo
ple are projected to buy nongroup policies through 
the health insurance marketplaces established under 
the Affordable Care Act (ACA). That coverage can 

be purchased with or without government subsidies, 
depending on an enrollee’s income relative to the federal 
poverty guidelines (known as the federal poverty level, 
or FPL). Gross premiums—that is, the amounts without 
subsidies—for nongroup coverage that is subject to all 
rules governing that market may vary only on the basis 
of age, tobacco use, geographic location, and family size. 

People in families with income generally between 
100 percent and 400 percent of the FPL are eligible for 
tax credits to help cover a portion of their premiums. 
The size of those tax credits varies with income and pre
miums. Net premiums that enrollees pay after account
ing for the tax credits are often substantially lower than 
the gross premiums. Among most people receiving such 
credits, net premiums for a given plan vary only by 
income and family size. 

In 2019, the average gross premium for subsidized 
 
enrollees in all states that use the federally facilitated 
 
marketplace platform healthcare.gov is about $7,510 
 
per year. The average net premium paid after subsidies 
 
is about $1,040. People not receiving subsidies pay the 
 
gross amount.1



In most marketplaces, people can choose among plans— 
such as bronze, silver, and gold—for which the portion 
of covered medical expenses paid by the insurer dif
fers. The second-lowest-cost silver plan available in the 
marketplaces in any given area is known as the bench
mark plan and is the basis for determining the size of the 
subsidy that enrollees are eligible for. 

The average percentage of covered expenses paid by the 
insurer is called the actuarial value of the plan. Silver 
plans differ from other plans because they must provide 
cost-sharing reductions (CSRs) to eligible enrollees. For 
people at most income levels, the actuarial value of a 
silver plan is about 70 percent. People who qualify for 
CSRs are eligible for silver plans with higher actuarial 
values: 73 percent for people with income between 
200 percent and 250 percent of the FPL; 87 percent for 
people with income between 150 percent and 200 per
cent of the FPL; and 94 percent for people with income 
between 100 percent and 150 percent of the FPL. The 
actuarial values of bronze and gold plans are about 
60 percent and 80 percent, respectively. 

The nongroup health insurance market is driven in large 
part by individual decisions to purchase insurance, which 
are affected by the stability of the market. If premiums 
are priced too low or too high, the mix of healthy and 
unhealthy people who want to purchase health insur
ance may change, potentially causing some insurers to 
be unprofitable. In recent years, the nongroup insurance 
market has stabilized, as insurers are generally profitable, 
and in 2019, more insurers have entered the market than 
left. Although the Congressional Budget Office and the 
staff of the Joint Committee on Taxation (JCT) esti
mate declines in enrollment in nongroup policies in the 
marketplaces over the next decade, the agencies expect 
that market to remain stable because of the amount of 
the tax credits for premiums, the structure of the credits 
in insulating subsidized enrollees from large increases 
in gross premiums, and enrollment that is sufficient to 
sustain profits for insurers. 

Premiums for Benchmark Plans in the 
Marketplaces 
Between 2015 and 2018, gross premiums for the bench
mark silver plans in the marketplaces for a person of a 
given age increased substantially; they grew by 7 percent 
to 8 percent in 2015 and 2016 and by 22 percent in 
2017. Then, in 2018, gross benchmark premiums rose by 

1.		 CBO’s calculations are based on data on plans selected during the 
open-enrollment period for 2019. See Centers for Medicare & 
Medicaid Services, “2019 Marketplace Open Enrollment Period 
Public Use Files,” https://go.usa.gov/xmTZD. 

https://go.usa.gov/xmTZD
http://healthcare.gov
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32 percent; a significant contributor to that increase was 
the incorporation of the cost of CSRs in those premiums 
(discussed more shortly, under the heading “Premiums 
by Metal Tier”). 

This year, those premiums have remained about the same 
as they were last year (see Figure A-1). That steadiness is 
the net result of several factors. Factors that put down
ward pressure on gross premiums in 2019 include these: 

•		 Increased competition. One way insurers compete 
for enrollees is through lower premiums. The increase 
in the number of insurers in the marketplaces and 
a decrease in the share of the population living in 
a county with only one insurer in the marketplace 
between 2018 and 2019 reduced the number of 
people living in areas with a low level of competition 
among insurers (see Figure A-2). That increased 
competition among insurers tended to drive down 
premiums. 

•		 Insurers’ profitability. Data through the first half 
of 2018 suggest that, on average, for the second 
consecutive year, insurers in the marketplaces were 
profitable in 2018.2 That profitability indicates that 
they have set premiums high enough to cover the 
expected costs for the people purchasing health 
insurance in the nongroup market. 

Factors that put upward pressure on gross premiums 
include these: 

•	 	 Elimination of the individual mandate penalty.  
The elimination of the individual mandate penalty, 
which took effect in 2019, is projected to result in 
a less healthy mix of people enrolling in coverage 
through the nongroup market, as some healthier 
enrollees choose to go without coverage. However, 
insurers appear to have accounted for at least part of 
that effect when setting premiums for 2018, given 
the general uncertainty about whether the individual 
mandate would be enforced. 

•		 Expanded availability of products exempt from 
rules governing the nongroup market.  Rules 
issued by the Administration that were designed 

to increase enrollment in certain types of products 
that are exempt from rules governing the nongroup 
market took effect beginning in 2019.3 People newly 
enrolling in those types of coverage are expected to be 
healthier than those enrolled in nongroup coverage 
that is subject to all regulations governing the 
nongroup market (which includes coverage offered 
through the marketplaces). Their departure exerts 
upward pressure on premiums for the benchmark 
plans. However, in CBO and JCT’s estimation, the 
increase is small in 2019. 

Between 2018 and 2029, insurers are projected to 
increase gross premiums for the benchmark plans 
for a person of a given age by an average of roughly 
5.3 percent per year. That premium growth is mostly 
attributable to projected growth in health care spending 
per person. As that spending increases, insurers will be 
required to cover the same proportion of costs as they 
do currently—and they are expected to pass a portion of 
those costs along to enrollees by increasing premiums.4  
A small portion of the premium growth stems from a 
shift in the health status of enrollees. Some healthier peo
ple are expected to depart the market, and some sicker 
people are expected to newly enroll in coverage—as more 
people respond over time to the elimination of the indi
vidual mandate penalty and as more products exempt 
from some of the regulations governing the nongroup 
market become available. 

Between 2018 and 2029, gross premiums for a bench
mark silver plan for people with income between 
150 percent and 400 percent of the FPL (with changes 
in the age mix of that population accounted for) are 
projected to grow by an average of 5.5 percent per 
year in nominal terms and 3.4 percent per year in real 
terms (that is, after the effects of inflation are removed). 
Growth in net premiums for those people—which is 
projected to average 2.8 percent per year in real terms 
over the same time period—is largely independent of the 
growth in gross premiums for a benchmark plan. Because 
subsidized enrollees’ net premiums are primarily based 

2.		 See Rachel Fehr, Cynthia Cox, and Larry Levitt, Individual 
Insurance Market Performance in Mid-2018 (Kaiser Family 
Foundation, October 5, 2018),  https://tinyurl.com/yyhjvgch. 

3.		 See Congressional Budget Office, How CBO and JCT 
Analyzed Coverage Effects of New Rules for Association Health 
Plans and Short-Term Plans (January 2019), www.cbo.gov/ 
publication/54915. 

4.		 For a discussion of how CBO and JCT project premiums, see 
Congressional Budget Office, Private Health Insurance Premiums 
and Federal Policy (February 2016), pp. 9–11, www.cbo.gov/ 
publication/51130. 

https://tinyurl.com/yyhjvgch
http://www.cbo.gov/publication/54915
http://www.cbo.gov/publication/54915
http://www.cbo.gov/publication/51130
http://www.cbo.gov/publication/51130
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 Figure A-1. 

Annual Percentage Change in Gross Premiums for Benchmark Plans in the Marketplaces 
Percent 
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In 2017 and 2018, premiums 
for benchmark silver plans 
purchased through the 
marketplaces established 
under the ACA grew much 
more quickly than did those 
for private health insurance 
overall. In 2019, they were 
about the same as they were 
the year before. Over the 
2020–2029 period, they are 
projected to grow at a rate 
similar to that for private 
health insurance premiums 
overall. 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.
 


A benchmark plan is the second-lowest-cost silver plan available in the marketplace in any given area.
 


CBO and JCT project future spending by private insurers on health care and administration on the basis of trends in the growth of premiums and 
 
of projected growth in personal income, which affects people’s ability to buy health insurance. Calculations of the growth of premiums include 
 
adjustments to remove the effects of changes in the composition of the population in terms of age and sex.
 


ACA = Affordable Care Act; JCT = Joint Committee on Taxation.
 


on a percentage of their income, growth in such premi
ums over time is determined by changes in their income 
relative to the FPL and by the percentage of income 
that they pay. That percentage of income increases 
over time depending on the extent to which growth in 
private health insurance premiums—including those 
for employment-based plans and, beginning in 2020, 
nongroup plans—exceeds income growth. 

Premiums by Age and Income 
For any given income relative to the FPL, people of 
different ages pay different gross premiums but the 
same net premiums; the size of their subsidy varies (see 
Figure A-3 on page 35). In 2019, the average bench
mark premium for a 21-year-old, for example, is esti
mated to be $4,560 for coverage for the year. If that was 
the gross premium in one’s local area, a person of that 
age with income at 150 percent of the FPL would pay 
about $760 for that plan; with income at 225 percent of 
the FPL, about $2,030; with income at 325 percent of 
the FPL, about $3,450; and with income at 425 percent 
of the FPL, the full gross premium of $4,560. 

Gross premiums in almost all states are rated by age, and 
for coverage in the nongroup market, most states require 
insurers to charge 64-year-olds premiums that are three 
times those for a 21-year-old. If that was the case in the 
area used for the example just given, the average bench
mark premium for a 64-year-old would be $13,690 for 
the year. Even so, at the different levels of income eligible 
for subsidies, the 64-year-old’s net premiums would be 
the same as those for a 21-year-old because the subsidies, 
based primarily on income, are much larger. But if the 
64-year-old had income at 425 percent of the FPL, he or 
she would pay the full gross premium. That amount is 
about four times greater than it would be if that person’s 
income was at 325 percent of the FPL, for instance. 

Premiums by Metal Tier 
Before 2018, gross premiums corresponded with the 
actuarial value of the plans—with bronze plans being the 
least expensive, followed by silver plans, and then gold 
plans. Premiums during that period were set with the 
expectation that the federal government would reimburse 
insurers for the cost of CSRs through direct payments. 
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 Figure A-2. 

Share of Enrollees Living in a County With Only One 
Insurer in the Marketplace 
Percent 
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Source: Kaiser Family Foundation. 

On October 12, 2017, the Administration announced 
that, without an appropriation from the Congress for 
that purpose, it would no longer make such payments to 
insurers. Because insurers are still required to offer CSRs 
for enrollees with certain incomes who enroll in silver 
plans and to bear the costs even without a direct pay
ment from the government, almost all insurers covered 
those costs by explicitly increasing premiums for silver 
plans offered through the marketplaces between 2017 
and 2018. 

As a result of the structure of the subsidies for cover
age purchased through the marketplaces, higher gross 
premiums for silver plans increase the amount of tax 
credits paid by the federal government, thereby covering 
insurers’ costs for CSRs. CBO and JCT’s projections 
reflect the agencies’ expectations that, in the absence of 
the direct payments, CSRs will continue to be funded 
through premium tax credits in future years.5 

5.		 CBO has determined that the requirement that the federal 
government compensate insurers for CSRs should continue to 
be viewed as a form of entitlement authority and, as a result, that 
the agency’s baseline should project funding that is adequate to 
make all required payments, as specified by the Balanced Budget 
and Emergency Deficit Control Act. For additional background, 
see Congressional Budget Office, “Cost-Sharing Reductions 
in CBO’s Spring 2018 Baseline,” CBO Blog (May 3, 2018), 
www.cbo.gov/publication/53799. 

For plans besides silver ones, insurers in most states did 
not increase gross premiums between 2017 and 2018 
much, if at all, to cover the costs of CSRs. Because tax 
credits are primarily based on the income of enrollees 
and can be used to enroll in any plan sold through the 
marketplaces, enrollees can use those credits to cover a 
greater share of premiums for plans other than silver ones 
in those states. For example, more people were able to 
use their higher premium tax credits to obtain bronze 
plans, which cover a smaller share of benefits than silver 
plans, for free or for very low out-of-pocket payments 
for premiums in 2018 than in 2017. Also, some people 
purchased gold plans in 2018 and paid net premiums 
that were similar to or lower than those they would have 
paid if they had purchased silver plans covering a smaller 
share of costs. 

Higher gross premiums for silver plans affect premiums 
for people who are not eligible for premium tax credits 
(most of whom have income above 400 percent of the 
FPL). However, many of those enrollees have the option 
of purchasing other plans to avoid paying the premium 
increases resulting from the October 2017 policy change 
regarding the government’s payments for CSRs. Just as 
insurers in most states have not appreciably increased 
premiums for plans other than silver ones to cover the 
costs of CSRs, insurers in many states have not increased 
the premiums of silver plans sold outside the market
places to cover the costs of CSRs either. Therefore, many 
people who are not eligible for subsidies have been able 
to select a plan besides a silver one or a silver plan sold 
outside the marketplaces and avoid paying the premium 
increases stemming from the lack of a direct appropria
tion for CSRs. 

CBO and JCT estimate that, in 2017, when the gov
ernment reimbursed insurers for the cost of CSRs 
through direct payments, the average premium for the 

CBO has observed how the government’s operations and 
insurance markets adapted to the termination of direct payments 
and how CSRs have been funded through premium tax credits. 
The agency has aligned its current baseline projections to actual 
premiums in the marketplaces and does not project direct 
payments for CSRs. That approach reflects what is actually 
happening—namely, that almost all insurers have covered the 
costs of CSRs by increasing premiums for silver plans offered 
through the marketplaces. In 2019, insurance regulators in all 
states have allowed insurers to explicitly increase premiums for 
silver plans in the marketplaces to account for CSRs. Although 
regulators in the District of Columbia have not allowed that 
increase, premiums in that area are, by CBO’s estimates, 
sufficient to cover the cost of CSRs. 

http://www.cbo.gov/publication/53799
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 Figure A-3. 

Illustrative Examples, for Single Individuals, of Net Premiums and Subsidies for Health Insurance 
Purchased Through the Marketplaces, 2019 
Thousands of Dollars 
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For any given income, 
subsidized individuals of 
different ages pay different 
gross premiums but the same 
net premiums for benchmark 
plans. Once a person’s 
income exceeds 400 percent 
of the FPL, he or she faces 
the full gross premiums. 

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation. 

Net premiums equal gross premiums minus the projected premium tax credits for which a person is eligible. Premium tax credits are calculated as 
the difference between the benchmark premium and a specified percentage of income for a person with income at a given percentage of the FPL. 
That specified percentage generally grows over time. For the purpose of determining the premium tax credits, eligibility is based on the most recently 
published FPL as of the first day of the annual open-enrollment period for coverage for the year. The benchmark premium is the premium for the 
second-lowest-cost silver plan available in the marketplace in the area in which a person resides. 

The examples incorporate the federal default age-rating methodology, which most states use. Specifically, compared with premiums for a 21-year-old, 
premiums for a 64-year-old are three times higher and for a 45-year-old, 1.444 times higher. 

For coverage in 2019, the modified adjusted gross income for a single person in most states at 150 percent of the FPL is $18,210; at 225 percent of 
the FPL, $27,315; at 325 percent of the FPL, $39,455; and at 425 percent of the FPL, $51,595. 

FPL = federal poverty level. 

second-lowest-cost silver plan (the benchmark plan) 
was about 24 percent more expensive than that for the 
lowest-cost bronze plan and about 19 percent cheaper 
than that for the lowest-cost gold plan. By CBO and 
JCT’s estimates, in 2018, after the government stopped 
those direct payments to insurers, the average premium 
for the benchmark silver plan was 39 percent more 
expensive than it was for the lowest-cost bronze plan and 
9 percent cheaper than it was for the lowest-cost gold 
plan. Those figures reflect the faster premium growth 
for silver plans relative to that for plans in other tiers in 
2018. 

Stability in the Marketplaces 
Decisions about offering and purchasing health insur
ance depend on the stability of the health insurance 

market—that is, on the proportion of people who live 
in areas with participating insurers and on the likelihood 
that premiums will not rise in an unsustainable spiral. In 
the marketplaces, where premiums cannot be based on 
individual enrollees’ health status, the market for insur
ance would be unstable if, for example, the people who 
wanted to buy coverage at any offered price had average 
health care expenditures so high that offering the insur
ance would be unprofitable for insurers. 

CBO and JCT project an overall decline in nongroup 
coverage over the 2020–2029 period. In 2019, those 
enrolled in nongroup coverage are estimated to repre
sent 8 percent of the private health insurance market for 
people under age 65, and in 2029, 7 percent. Despite 
the decline in nongroup coverage, the marketplaces are 
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projected to be stable in most areas in large part because 
most enrollees purchasing subsidized health insurance 
are insulated from large increases in premiums. The 
subsidies—combined with the rules requiring insurers 
to offer coverage for preexisting medical conditions, the 
relative ease of comparison shopping in the marketplaces, 
and the effects of other rules governing the nongroup 
insurance market—are anticipated to produce sufficient 
demand for nongroup insurance, including among peo
ple with low health care expenditures, to attract at least 
one insurer almost everywhere. 

Data about the number of insurers selling insurance in 
the marketplaces and the profitability of insurers in the 
past two years suggest that the risk that markets will 
become unstable in the next few years has lessened. In 
2019, for the first time since 2015, more insurers entered 
the nongroup market than left. On net, insurers partic
ipating in the marketplaces entered into 608 counties 

and exited from 5.6 The portion of enrollees living in a 
county with only one insurer decreased to 17 percent in 
2019 from 26 percent the year before. 

Data on insurers’ profitability in the first half of 2018— 
as measured by the share of premiums that goes toward 
their administrative costs and profits rather than pay
ments of claims—show that insurers were profitable, 
on average, for the second consecutive year and that 
profitability increased from 2017 to 2018. Therefore, the 
premium increases from 2017 to 2018 were probably 
sufficient to account for changes in the underlying health 
risk of the population and the additional costs to insurers 
of providing CSRs in most areas. 

6.		 See Rachel Fehr, Cynthia Cox, and Larry Levitt, Insurer 
Participation on ACA Marketplaces, 2014–2019 (Kaiser Family 
Foundation, November 14, 2018), https://tinyurl.com/ 
yycm26dp. 

https://tinyurl.com/yycm26dp
https://tinyurl.com/yycm26dp
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EXECUTIVE SUMMARY 

The Department of Health and Human Services (HHS) is one of the largest federal agencies, 
with 11 Operating Divisions, 16 Staffing Divisions, and 10 Regional Offices. HHS data provide 
the capacity to monitor and improve the nation’s health care system, human services programs, 
and population health. The Department’s data collection systems include the full spectrum of 
information on health and health care, ranging from demographic and public health trends to the 
quality of care for individuals of all ages across the United States. To achieve its mission, it is 
crucial for HHS to collect, analyze, and disseminate high-quality, reliable data that can inform 
policymaking. 

As the principal internal advisory body to the Secretary of Health and Human Services on the 
Department’s data and statistical policy, the HHS Data Council develops, implements, and 
updates the Department’s data strategy. In doing so, the Council periodically assesses the 
Department’s survey and data collection portfolio to identify data collection strategies in order to 
expand the capacity of HHS’s data resources; promote synergy across data systems; ensure the 
efficiency, quality, utility, and timeliness of data collection systems; and address high-priority 
gaps in data. 

The availability, variety, and attention garnered by data have increased dramatically since the 
development of the  Department’s last data strategy  in 2011. The  President’s Management  
Agenda,1  Reimagine HHS,2 the HHS Agency Priority Goal: Combined Data Analysis,3 and the  
Report of the Commission on Evidenced-Based Policymaking (CEP) have all called for  
leveraging data to provide insight into the effectiveness of programs and to inform decision 
making. Given the vision provided by these initiatives and in recent reports, this is an ideal time  
to examine the HHS data strategy and the role of the Data Council in opening up opportunities  
for making the best use of HHS data. Building on the previous departmental data strategy and on 
other internal and external reports, the 2018 HHS Data Strategy presented in this report  focuses  
on enhancing the  Department’s  evidence-based portfolio to improve the use of data  for policy  
research and program  evaluation.  As outlined below, the 2018 HHS Data Strategy  has six  
priority areas  in which there are opportunities to pursue as well as strategies  that can advance 
these areas.  

PRIORITY 1: IMPROVING ACCESS TO HHS DATA 

Opportunity 1: Increase the accessibility of HHS data to internal and external users while 
ensuring that the information is used responsibly 

Strategy 1: Streamline processes for accessing data 

Opportunity 2: Increase awareness within the Department about available HHS data resources 
and research 

Strategy 1: Develop and implement a framework for a catalog of HHS Data resources 

Strategy 2: Establish a process to coordinate the  dissemination of major new data releases  
and research briefs across HHS  
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PRIORITY 2: ENHANCING ADMINISTRATIVE DATA FOR RESEARCH 

Opportunity 1: Expand the use of administrative data in the Department 

Strategy 1: Improve the documentation and curation of HHS administrative data 

Opportunity 2: Improve the quality of administrative data for research 

Strategy 1: Develop quality frameworks for administrative data collection 

Strategy 2: Create procedures to benchmark big data for program evaluation 

PRIORITY 3: INCREASING DATA LINKAGES ACROSS DIVERSE DATA ASSETS 

Opportunity 1: Apply existing departmental knowledge and lessons learned from data linkages 

Strategy 1: Develop an HHS Data Linkage Repository that includes information on linkage 
strategies, barriers, and opportunities 

Opportunity 2: Improve the capacity to link HHS data internally and with other data sources 

Strategy 1: Promote data linkage between HHS agencies and between HHS and other federal 
agencies to address Departmental priorities 

Strategy 2: Promote data linkage to nonfederal data 

PRIORITY 4: MODERNIZING PRIVACY PROTECTIONS 

Opportunity 1: Increase data sharing without eroding privacy protections through better 
communication and coordination with experts 

Strategy 1: Use data intermediaries to facilitate data sharing in accordance with privacy  
laws  

Strategy 2: Increase the  use of disclosure review  boards or data disclosure boards and 
provide guidance on best practices for de-identification  

Opportunity 2: Assist in standardization of departmental privacy policy practices 

Strategy 1: Support the Department’s development of more streamlined data sharing 
processes, including model enterprise-wide DUAs  and inter-agency agreements (IAA)  

Strategy 2: Address privacy and legal concerns about the use of data for policy research, 
statistical purposes, and program evaluation 

PRIORITY 5: INCREASING DATA POLICY COORDINATION AND INFORMATION SHARING 
ACROSS THE DEPARTMENT 

Opportunity 1: Increase coordination in the Department regarding data collection, system and 
software investments, and data management and governance 

Strategy 1: Identify high-priority data and information policy issues that require OS-level  
coordination 
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Strategy 2: Increase communication between the Data Council, OCIO, ONC, and the CTO 

Opportunity 2: Inform policymakers and researchers about the value and uses of HHS data 

Strategy 1: Communicate the value of HHS data collections and systems for policymaking 

Strategy 2: Inform internal stakeholders about potential tradeoffs between timeliness and 
quality and how this impacts the usefulness of data for policy purposes 

PRIORITY 6:    BUILDING A  21ST  CENTURY DATA-ORIENTED  WORKFORCE  

Opportunity 1: Enhance the data science capability of the current HHS data workforce 

Strategy 1: Increase data science and statistical training opportunities 

Strategy 2: Promote multidisciplinary data science teams and increase cross-program 
collaboration 

Strategy 3: Promote awareness and education of  data ethics in the Department  

Opportunity 2: Reinforce capacity to explore the application of data science and alternative data 
to HHS research and program evaluation 

Strategy 1: Develop capacity to investigate new or more-blended statistics for health and 
human services 

Strategy 2: Develop the capacity to coordinate the evaluation of alternative data sources 

Strategy 3: Explore the NIH Strategic Plan for Data Science as a tool to support data science 
across the Department 

Opportunity 3: Invest in the future of data science 

Strategy 1: Increase the number of new data scientists 

Strategy 2: Ensure that staff have the expertise to explore the coordinated implementation of 
technology or software that facilitates ethical data sharing and use for data science 
capabilities 

By enhancing the wealth of health data collected through the its programs, HHS will be better 
equipped to address the nation’s most pressing policy and public health challenges—including 
stemming the opioid epidemic; rigorously evaluating and supporting innovation in the programs 
and services that the Department provides; working effectively across sectors to address human 
services needs; and identifying ways to reduce the cost of health insurance and prescription drugs 
while improving the quality of care, to name a few. 
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INTRODUCTION – ENHANCING THE EVIDENCE-BASED PORTFOLIO 

The 2018 HHS Data Strategy  focuses  on improving the Department’s capacity to develop  
statistical evidence to support policymaking and program evaluation. For the purposes of this  
data strategy,  evidence is defined  as  “information  produced by ‘statistical activities’ with a  
‘statistical purpose’  that is potentially useful when evaluating g overnment programs and 
policies.”4  Both the Office of Management and Budget (OMB) and advisory  committees have  
asked federal  agencies to  do the following:  increase the use of their data for policy research and  
program  monitoring and evaluation, improve the availability and timeliness of  data for decision  
making, and augment the usefulness of federal data by linking the information to other sources of  
data to fill knowledge  gaps. HHS is  already at the forefront of  using data to build the evidence  
base that supports health care policy  research and program evaluation. The  CEP  recognized the 
HHS Data Council as a leader in successfully coordinating data resources  within a federal  
agency.  

The HHS Data Council was established in 1996 to better coordinate data and statistical policy 
in the Department across Operating Divisions (OpDivs) and Staffing Divisions (StaffDivs). The 
leadership of the Council is responsible for developing a long-term departmental data strategy to 
address current challenges related to using data for evidence-building. These challenges include, 
but are not limited to, improving data curation and archiving, augmenting the use of 
administrative data and data linkages, modernizing privacy protections through increased 
investment in technological solutions for secure access to data, improving policy coordination to 
better align HHS systems for data sharing between OpDivs, and investing in a workforce that can 
navigate the data science environment. The value of HHS data depends on its relevance, 
timeliness, availability, and distinctive contributions. The Data Council has developed guidelines 
to preserve and advance the value of HHS data for policymaking (a fuller discussion of this 
effort appears in Appendix A.) 

The 2018 HHS Data Strategy is aligned with recommendations from the CEP;  the National 
Academies of Sciences, Engineering, and Medicine (NAS);  and  federal initiatives  that are 
intended to improve the  use of data for policy research and program  evaluation. The CEP was a 
congressionally mandated committee charged with identifying how the  federal  government can 
use its existing data to improve programs and policies. In September 2017, the CEP published its  
report,5 which included recommendations  for strengthening federal evidence-building capacity  
while improving  access to secure, private, and  confidential data. Additionally, the NAS released 
a series of panel reports  that provided recommendations on improving the  utility of  federal data  
for evidence-based policymaking.  

The Executive Branch has recognized  that the wealth of government data  is a strategic asset. The  
President’s Management Agenda,6 under the Cross-Agency Priority (CAP) Goal “Leveraging  
Data as a Strategic Asset,” has highlighted the importance of using data to inform decision 
making, policymaking, and oversight, and to foster innovation and learning. As part of that effort  
OMB is developing a  federal data strategy that will focus on four areas: (1)  enterprise data 
governance; (2)  access, use, and augmentation; (3)  decision making and accountability; and 
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(4) commercialization,  innovation, and public use. HHS has worked to support the President’s  
Management Agenda through its own Agency Priority Goal, which is  to increase the combined 
analysis of disparate data sets in order to develop deeper  insight into evidence-based  
policymaking. This goal  is aligned with  the ReImagine HHS strategic shift area.7 Additionally, 
OMB Memorandum M-14-06 has directed federal  agencies to increase the use of administrative  
data for statistical purposes and to report on progress as part of the evidence they submit during  
the annual budget process.8  

Many of the principles  and recommendations outlined in the reports  cited above  have already  
been  implemented  by HHS. The data generated by  program offices and statistical agencies across  
HHS provide evidence  that is valuable in terms of  forming policies that support the Department’s  
priorities.9   Accurate, timely,  comparable data provide an objective basis for determining the  
effectiveness of programs and services, and the allocation of resources  and future investments. 
Assessing such  evidence provides  an  opportunity to improve programs that  are not meeting  
expectations or to understand the best practices  of programs that show significant results. The 
2018 HHS Data Strategy  will support data needs in  high-priority health areas identified in the  
2018-2022 HHS Strategic Plan.10 That plan highlights  the need to enhance real-time and local 
data collection, and to implement information technology  (IT)  solutions and innovative methods  
that support  the timely  exchange of  information between HHS and nonfederal agencies.  

Framed around increasing the Department’s evidence-based portfolio, the 2018 HHS Data 
Strategy has three objectives. First, it will address data collected by or for various HHS agencies, 
including not only survey data but also various forms of administrative data that are potentially 
useful for monitoring population health, evaluating government programs, and informing 
policies that address the health of the nation. Second, the strategy is intended to build upon 
efforts to further the use of data for evidence-building. Third, the strategy is designed to 
complement data activities across the Department and the government, and to demonstrate the 
alignment of such activities. Focusing on generating evidence will help the Department to 
achieve its mission-critical goals of addressing emerging public health challenges and improving 
the quality of the nation’s health and human services programs.  

PRIORITY 1 – IMPROVING ACCESS TO HHS DATA 

A.  Background  

Improving access to HHS data while maintaining its quality and confidentiality is key to 
expanding the Department’s ability to generate evidence that can inform policy and programs. 
This evidence may come from a variety of programs. Access to the programs’ data and 
combining data from multiple sources form the basis for developing effective, evidence-based 
policy and programs. This section covers the types of access that are granted to users and the 
methods through which they can access data. 

Types of data access 

Access to data—particularly to administrative data, which may not be designed for research 
purposes or distribution—encompasses a range of issues, including determining availability, 

10 




 

 

 

  
     

   
  

receiving the data, merging multiple data sets, and understanding what the data mean.11 

Restrictions on access  can involve modifying and masking data sets and systems to maintain  
confidentiality  and minimize  the risk of disclosure. This section discusses  physical  access to  
data, both for  external stakeholders (the public)  and  internal stakeholders (government personnel  
and contractors).  

Public access 

HHS agencies make their data available to the public in a variety of ways.  Tools  for accessing  
data, such as CDC Wonder12 and HCUPnet,13  allow  users to tabulate data without  having  the 
ability or resources to analyze individual-level data. Some HHS agencies produce de-identified, 
microdata public use files (PUFs) for the general public  to download. These files are generally  
available at no charge on government websites  or on individual agency sites. HHS agencies  also 
provide metadata on the  location and availability of data  sets across  the Department. In addition, 
agencies often provide  access to public use data through advanced, online data query tools, 
visualization platforms, and data dashboards which may  allow for the selection of data points, 
tabulations, and calculation of other statistical inquiries.  Finally, agencies  provide access to  their  
research; to their staff’s research; and to annual reports, briefs, special topics reports, and 
numerous graphs, tables, and data visualizations on their websites.  

Restricted access 

Although PUFs  are often freely  available on  government websites, restricted use files (RUFs)  
may be accessed through a variety of means. These files are also far more detailed than PUFs  
because they may  contain personally identifiable  information (PII)14  or protected health 
information (PHI).15 Depending on the requirements of the specific data system, access to RUFs  
can be limited to secure research environments  or is  granted through vehicles such as virtual data 
enclaves. These enclaves are virtual machines launched from users’ desktops providing secure 
remote access  to environments  that are sometimes housed in data archiving entities, authorized 
universities, or contracts developed directly between organizations and HHS.16  To access these 
files for secondary  analysis, applicants will often  have to prove  that they  are affiliated  with a  
research institution and provide a project proposal  that describes the project  for which they need  
the data. NCHS developed Research Data Centers (RDCs)17  to allow researchers access to  
restricted data in  the most secure type of controlled environment. In addition to providing access  
to NCHS data, the RDCs also host restricted data  from a variety of  groups  within HHS. The  
RDC system is responsible for protecting the  confidentiality of survey respondents, study 
subjects, and institutions  from which data  were collected. An  RDC does not transmit data  sets 
electronically but gives users options for accessing data on site and remotely.18  In recent  years,  
RDCs have expanded to numerous locations.  

HHS: Internal and interagency access 

There are different ways to access public and restricted use data within HHS. The process for 
accessing public use data usually entails downloading PUFs from the agency websites or using 
online data tools to analyze public use data. However, there is variability across OpDivs in the 
processes for accessing restricted use data. Furthermore, at the Department level, there is no 
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standard repository  from  which users can access research  results; nor are there shared standards  
for data management and archiving, or standard requirements or enforcement of practices for  
agency-to-agency sharing of data.19  HHS agencies  do maintain individual interagency 
agreements (IAAs), memorandums of understanding (MOUs), and data use agreements (DUAs) 
with sister agencies within the Department, but these  arrangements vary, and  they are distinct 
from each other. 

The Department is working to improve  its  internal processes  for accessing  data across  its  
agencies. This would allow for  the timely sharing  of information that is  needed to inform urgent  
public health issues. Streamlining and standardizing  these processes would also help programs  
use departmental data to  inform decision making.  Increasing  access to HHS data for Department  
staff would also raise their awareness of the data sets that are available across the Department,  
leading to more collaborative efforts and integrated research findings.  

B.  Issues  

Data the Department collects can be effectively leveraged to yield deeper insight into issues than 
originally intended, particularly when data from multiple sources are combined. Although the 
Department already makes great use of the administrative data it collects in the specific programs 
for which it was collected, sharing data across programs is impeded by several issues, both real 
and perceived. Similar concerns arise in sharing RUFs or any data sets that have not been 
released as PUFs. 

Legal restrictions 

Specific data sets and some general data elements are prohibited by law from being shared, or 
they can only be shared when certain conditions are met. However, these laws are not always 
well understood by the average data curator, leading many to take the safer route of not sharing 
data. Another restriction may be the conditions of the informed consent given by study 
participants, which could dictate who can use the data and whether it can be linked to other data. 

Perceptions of data access processes 

When access to data is restricted but not prohibited by law, the processes for controlling access 
may not be well understood, or they may be loosened following a review. Most policies that 
govern access to data are managed at the OpDiv level. 

Lack of widespread knowledge of departmental data resources 

The data sets available to HHS analysts are not widely known across the Department. There is no 
reliable, comprehensive, centralized inventory of  data sets that analysts can reference to obtain 
information on all departmental data  sets available for research purposes. Moreover, previous  
and current efforts to provide such a resource have always been well-subscribed.20  

Difficulty of linking to other data sets 

Researchers and policymakers may learn of data from several HHS programs or agencies that 
have a bearing on their topics of interest. However, often the structure of available data sets is 
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not clearly described. As a result, even when data sets from multiple sources are discovered, it is 
often difficult to find an element for linking them. The quality and consistency of identifiers 
across data sets can be a major challenge in linking data. 

Cost 

It can be difficult to provide data because of the cost associated with collecting, curating, and 
maintaining desired levels of accessibility to the information. HHS and non-HHS analysts alike 
may be required to pay a user fee to the providing agency to cover the costs of making the data 
available for some HHS data. Furthermore, it will be difficult for HHS to continually make data 
accessible to researchers in the absence of appropriate funding mechanisms that (1) ensure that 
vital data collection activities coincide with the push toward evidence-based policymaking and 
then (2) allow the data to be made available. 

C.  Opportunities  

The following two opportunities are proposed to improve access to HHS data in support of 
enhancing the Department’s evidence-based portfolio.  

Opportunity 1: Increase the accessibility of HHS data to internal and external users while 
ensuring that the information is used responsibly 

Strategy 1: Streamline processes for accessing data  

A current obstacle to data access for  research purposes is the lack of consistent policies and  
processes between  HHS agencies.  Streamlining  the processes for  accessing data means  aligning  
and coordinating  existing and future data sets. HHS agencies can  work to merge current and  
future data sources by unifying standard data access policies and data collection processes.  
Additionally, HHS agencies can be  responsible for sufficiently documenting and managing  data 
through its lifecycle, leading to uniformity in  and the expeditious release of  the data. The HHS  
2018-2022 Strategic Plan outlines a digital strategy  to modernize access to data, including c loud 
computing and database  consolidation.21    

Opportunity 2: Increase awareness within the Department about available HHS data 
resources and research 

Strategy 1: Develop and implement a framework for a catalog of HHS data resources 

HHS could develop and implement a pilot departmental data catalog of PUFs and RUFs that 
would be accessible through a proposal process. The catalog will help to create more knowledge 
of HHS data in the Department and a sustainable mechanism for updating that information. The 
catalog would be designed to give users key information about the quality of the data and the 
contents of the data files (possibly including information on the linkage potential of the files). In 
addition, the data catalog would provide some means of collaboratively documenting these 
metadata about the data set, allowing it to grow over time. 

It must be recognized that IT and other resources will be required to administer a data catalog, 
but those costs may be minimized through creative collaboration within existing infrastructures 
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and processes. This may  include following standards set out by OMB  guidance in Memorandum  
M-13-13 on Open Data22 and tapping into work within the Department  that is meant to automate  
current reporting requirements, working to build the catalog into existing collaborative sites like  
the Department’s strategic planning system, and following  methods meant to minimize or  
eliminate the need for dedicated  HHS  staff through crowdsourcing methodology. The Data 
Council could lead a key  first step to determine which data files should be included in the catalog  
and the information about the files that should be required. The Council could also advise on 
departmental efforts to redesign of the  HHS  Enterprise Data  Inventory  (EDI).23 This could 
(1)  improve the search  capability and the metadata that document administrative data collections  
and (2) make data more accessible and user-friendly  for research.   

Strategy 2: Establish a process to coordinate the dissemination of major new data releases and 
research briefs across HHS 

While HHS is constantly releasing important data useful to a wide range of interests, some 
releases rise to the level of informing major policy decisions or providing new information 
affecting the American population. HHS could promote the cross-agency release of new data to 
increase awareness of HHS data resources in these high-visibility priority areas. To serve the 
needs of external users, the Department could create a more centralized and accessible platform 
where users could access newly released public data. Given the volume of data and reports 
generated by HHS, initial coordination efforts will likely be limited to high-priority areas. 

PRIORITY 2 – ENHANCING ADMINISTRATIVE DATA FOR RESEARCH 

A.  Background  

Administrative data consist of “information collected from individual persons, businesses, or  
institutions for the purpose of managing programs, implementing regulations, enforcing laws, or  
other purposes that affect these entities.”24,25 Although administrative data are  primarily  used for  
program monitoring a nd similar purposes, they  are increasingly serving as  sources  of evidence-
based policymaking for  federal programs.  HHS collects administrative data for several primary  
purposes, including program  and grant  monitoring and management, policymaking, enforcement  
in areas such  as child support and program fraud, and surveillance. As a secondary purpose, 
administrative data are used for statistical research.  In some cases, HHS collects administrative 
data from states for a statistical purpose. Administrative data must be developed or curated, with  
the appropriate documentation quality  checks, and appropriate privacy protections, to be used for  
statistical purposes. 

To ensure that administrative data are used appropriately  for statistical purposes, they must be  
legally protected. This requires an additional investment in staff training a nd in the development  
of internal policies that govern the use of the data. Some administrative data collections are also  
governed by statutes limiting their use.26  These statutes enable HHS and other  government  
entities to collect sensitive, valuable data  while protecting the  privacy and confidentiality  of  
individuals and organizations, and safeguarding their data against potential misuse.27  
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The value of administrative data  

There has been a recent push to use administrative data for evidence-based policymaking not 
only because of the value of the information, but also for making the best use of federal 
resources. The OMB memorandum, Guidance for Providing and Using Administrative Data for 
Statistical Purposes (M-14-06), states: 

Managing administrative data with statistical purposes in mind will reduce  burden on  
the public by making use of information about individuals, businesses, and institutions  
that would otherwise need to be collected through surveys or would simply  be  
unobtainable from surveys within an acceptable level of burden or accuracy.28  

HHS has also invested in enhancing the use of administrative data for research. The Data 
Council created the HHS Administrative Data Working Group (ADWG) to identify better ways 
of using HHS administrative data collections. 

Although administrative data can be quite variable along dimensions such as quality, timeliness, 
and content, they have many advantages that make them useful for research and program 
evaluation. For instance, when administrative records include all occurring events, there is little 
collection bias, and the data provide analysts with the opportunity to make more accurate 
estimates of relatively rare events. Thus, the secondary use of routinely collected administrative 
data can be cost-effective compared with primary data collection. At the same time, the 
limitations of administrative data must be recognized, including the possibility that the universe 
for the administrative program may not include the entire universe of interest, and the 
information can be less detailed, especially information that was not necessary to the original 
purpose of the data. Although the careful choice of analytic tools is always important, the sheer 
size of some administrative data sets can lead to misinterpreting statistically significant results. 
Administrative data can also can assist survey developers in constructing sampling frames and in 
providing auxiliary information for editing, imputation, and estimation.  

In  recent  years, there have been  calls for the  federal government to make  greater use of its  
administrative data collections. In response, the  Data Council formed the ADWG and produced 
an environmental scan of HHS administrative data  sets.29  The report  first  identified  the primary  
purposes for which agencies collect administrative data. Second, it analyzed the 29 “high-value” 
administrative data  sets across agencies that were selected by ADWG. Third, it suggested 
challenges and next steps for solutions. The next steps included (1) cataloging  HHS data 
inventory  and building  useful metadata, (2) improving  data quality, (3) better managing  data 
curation and documentation, (4) developing a  better understanding  of the data and strengthening  
privacy and security protections, and (4) expanding  data capacity through linkage and storage.  

Potential uses of administrative data to generate evidence 

Administrative data can help to develop practice-based evidence, which is evidence generated 
“in the field.” Administrative data can provide information that is often difficult for an individual 
to provide such as laboratory results, specifics of health insurance coverage, or the timing of 
events. When combined with survey data through linkage or by adding contextual data to a 
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survey data set, administrative data can bring a previously unavailable richness and depth to an 
analysis. The data can also facilitate the study of under-researched populations. This benefit of 
administrative data lies in their ability to fill the gaps in our understanding of social risk factors 
and at-risk populations that limit the application of evidence-based policymaking to these topics. 

Agencies can also use administrative data to assess internal processes and characteristics, such as 
the grants management process and workforce skills. For example, CDC is using internal 
administrative data on the software programs installed on employees’ computers to gain a new 
perspective on the skill set of its employees and on the uptake of new software within the 
agency. 

B.  Issues   

Administrative data have wide-ranging potential for application to policy research and program 
evaluation. While administrative data can be a rich source of information that can supplement 
survey data or independently inform program operations, there are a few limitations that 
researchers should be aware of when applying administrative data for statistical purposes. 

Benchmarking the quality of administrative data  

Using administrative data for evidence-based policymaking is subject to challenges. Beyond the 
various legal restrictions on their use, administrative data can also be subject to various degrees 
of quality and completeness in terms of variables relevant to research. For example, although 
administrative data may be more accurate for measuring actual financial claims relevant to the 
program operations, administrative data may be incomplete or inaccurate with respect to 
participant characteristics such as race. 

Curation, documentation, and other analytic limitations of administrative data 

Although administrative data hold substantial promise, all types of data have limitations along  
with their strengths. The AWDG’s  review of HHS administrative data identified three factors  for 
rating the suitability of the data  for research purposes: (1) quality, (2) curation (documentation), 
and (3) accessibility.30 Agencies should assess administrative data for its quality on dimensions  
such as coverage, content, completeness, validity, and accuracy. In addition, the utility of  even 
the highest-quality data as measured by these three factors  may be minimal for research purposes  
if the data are not adequately curated  and documented.  

Legal and statutory limits on sharing administrative data  

Some individual records in administrative data cannot be shared without the consent of the 
individual. Since the records often contain PII and/or PHI, the legal protections of administrative 
data must be considered before using them for research. A fuller discussion of privacy concerns 
is provided in Priority 4. 

C.  Opportunities  

The following two opportunities are proposed to increase the Department’s use of administrative 
data in support of enhancing its evidence-based portfolio.  
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Opportunity 1: Expand the use of administrative data in the Department 

Strategy 1: Improve the documentation and curation of HHS administrative data 

HHS could better document and curate administrative data internally to support cross-
departmental knowledge and use of administrative data that are available for research.  
Documentation must be thorough enough that researchers without an in-depth knowledge of a  
particular data set can still use it confidently  and competently based on available information 
resources. This effort could include developing better metadata  for inclusion in the HHS data  
catalog. The Data Council, via the ADWG, could lead HHS in the development of criteria that 
define high-value data sets specifically for program evaluation and evidence-based  
policymaking. The  criteria may include factors such as  whether the data collection can  answer a 
range of departmental policy questions and/or  whether it has  useful indicators that can be linked 
to other data sets to increase its  research potential.31  

Opportunity 2: Improve the quality of administrative data for research 

Strategy 1: Develop quality frameworks for administrative data collection 

Developing quality  frameworks for  administrative data collection will help agencies  to ensure 
that their data provide sufficient coverage and content, and that the information is  complete,  
valid, and accurate enough32 to serve as  a reliable source of  evidence for policymaking a nd 
program evaluation. Currently, the  Federal Committee on Statistical Methodology (FCSM) is  
pursuing quality framework efforts with OMB and the  Interagency Committee on Statistical 
Policy (ICSP).33 HHS can consult quality frameworks used in the federal  government and can 
also look to other leading frameworks in this space, such as the one used in the European 
Statistical System (ESS).34 Building on this work, the Council could take the lead in developing  
Department-level  guidelines on best practices for  every step in the data lifecycle of  
administrative data, including minimum standards for including potentially  useful data in a  
catalog even if the data have not been fully  curated. Information about  restrictions on access to  
the data should be included. 

Strategy 2: Create procedures to benchmark big data for program evaluation 

Administrative data are a major source of big data, but the two terms are not interchangeable, nor 
is one a direct subset of the other. The complexity and diversity of big data create new challenges 
in how such data should be evaluated with respect to their performance. Given the increasing 
availability and use of big data, appropriate evaluation metrics need to be established. Under the 
auspices of the Data Council, HHS can establish and/or foster procedures to validate and 
benchmark any new (or newly linked) big data before they are made available to the broader 
research community. 
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PRIORITY 3 – INCREASING DATA LINKAGES ACROSS DIVERSE DATA ASSETS 

A.  Background  

The research potential of much of the data that HHS collects can be expanded further by 
combining them with other data sources through “data linkage.” In doing so, HHS can support 
more complex, informative research and performance monitoring; allow program evaluations to 
more efficiently track long-term impacts; and provide richer and more diverse sets of outcomes. 

Linkage is the process of connecting two or more  data  sets to enhance the contents of one of the  
data sets based on a common element, such as a person or business entity. It is most often  
accomplished  through record linkage, defined as  any method by  which records from different  
data sources thought to describe the same entity (person, family, neighborhood)  are matched35  
The general steps for linking data are to identify the necessary data sets; obtain the required  
approvals from  regulatory  authorities, funding sources, and institutional ethics boards; select the  
data elements that will be used to link the data sets; determine the most appropriate method and 
matching  algorithms for  linking, including c ode systems and terminologies;  and assess the 
quality of the match.36   Last, the combined analytic file should be assessed for disclosure risk 
sensitivity; that is, the extent to which the file could disclose confidential information about 
individuals or organizations. When multiple data sources  are combined, the information is  
enhanced, but the risk of  the re-identification of individuals  also increases. If achieved well and  
executed  carefully through appropriate methods, data linkages can contribute to the development  
of evidence-based policy. The types of questions that can be  answered through data linkage  
extend well beyond those that can be  addressed through the use of a single data set by combining  
the strengths that each data set offers.  

Advantages to data linkage 

Data linkage  has several  advantages. Person-level  data sets can be linked to aggregate data,  for  
example, based either  on area of residence, such as  county, or on institutions, such as an  
employer, thus providing the capacity not only to model and control for  contextual influences, 
but also to run complex multi-level models. Linkage  of survey and with administrative data can  
also help to fill in missing values in surveys and to validate responses to surveys, thus reducing  
the response burden and data collection costs.37   

In addition to linking survey  and administrative data, linking administrative records from  
multiple departmental programs, other  federal and state data collections, and even private  
enterprises  can provide  a  more complete picture of services received by individuals and families. 
If these records  are also  linked over time, they  can  support predictive models used to identify  
(1)  high-risk populations that may be helped through early intervention and  (2) optimal 
intervention strategies for producing the best long-term outcomes and the largest cost savings.  
For example, in addressing the opioid crisis, studies have linked data on prescription patterns  
from state prescription drug monitoring programs  or  from  Medicaid claims with state death  
certificate data to better understand the relationship between prescribing behavior and overdose  
death rates.38  Similarly, federal  data  could be combined with private sector data on 

18 




 
 

  
 

 
  
   

    

 
 

   
 

  
   

   
    

  

 
   

  
 

  
 

    

 

   
 

 
  

    
  

pharmaceutical sales and nationwide distribution to provide a holistic picture of the prescription 
opioid supply. 

Finally, data from rigorous evaluations of federal programs can also be strengthened by linking 
the information to state and federal administrative data sources. For instance, program evaluation 
data linked to earnings, social services, and even death records can enable evaluators to examine 
long-term impacts of interventions, often at a cost that is far lower than the cost of actively 
following program participants or developing survey-type evaluation strategies. Linking federal 
program data to administrative data in randomized controlled trials allows for more efficient data 
collection and can be a cost-efficient means of following participants’ progress over time to 
assess the medium- and long-term impacts on key outcomes such as work, health, and education. 
Increasing the use of data linkages in program evaluation will help HHS to more readily achieve 
its mission by enabling better program evaluation and further research, both of which can 
improve the health and well-being of the nation. 

B.  Issues  

HHS has made important advances in creating linked data sets and in making them accessible to 
researchers inside and beyond the federal government. The Department also recognizes the 
substantial challenges that remain to take full advantage of linking as a tool to unlock the great 
potential of data that are already being collected. Since this is a complex process, many issues 
arise in developing successful data linkages, several of which as listed below.  

Lack of sufficient documentation 

A basis for successful linkages depends on a thorough knowledge of multiple data collections. 
Such knowledge exists, but it is often limited to the large statistical collections or to the few 
persons directly responsible for each individual database. In 2017, the Administration for 
Children and Families (ACF), in partnership with ASPE, cataloged its major administrative 
databases and surveys, including comparable information on the following linkage-related 
issues: data linkage capacity; available PII; statutory and practical restrictions on who, what, and 
where linkage may be allowed; and linkage history. ACF’s work should serve as a model for 
efforts to develop Department-wide data inventories.  

Technical coordination 

Technical issues must be aligned for data linkages to be successfully conducted. While computer 
hardware and software issues do cause some impediments, more problematic technical issues 
reside in the data and the processes that are used in their collection. For example, the 
interoperability of data that logically could and should be analyzed together may be impossible if 
the timing of data collections occur on differing schedules, such as on the calendar year, the 
academic year, or the government fiscal year. Standardization issues with identifiers, such as 
names, dates of birth, and social security numbers, used to link datasets is another often 
discussed issue area. 
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Privacy protections 

Data linkage increases the possibility of re-identifying individuals even after the PII has been 
removed, so access to data must be controlled in order to maintain confidentiality. This often 
means restricting access to the linked data to secure systems such as the NCHS’s RDC system or 
the Federal Statistical Research Data Center (FSRDC) run by the Census Bureau. 

Resource constraints 

Although data linkage can be cost-effective compared with primary data collection, it still 
requires significant  resources.  The negotiation of the required data-sharing  agreements, the time 
to review and  approve research proposals, limited access to secure data systems capable of  
handling linking a nd subsequent analyses, and the costs associated with using such systems are  
all recognized as significant barriers to data linking. Moreover, the organizations sharing the data  
may have different interests, legal obligations or interpretations, and resource capacities that  
affect their ability to link the data sets of interest.39   

C.  Opportunities  

The following three opportunities are proposed to increase the use of data linkages across a 
diverse group of data assets in support of enhancing the evidence-based portfolio in HHS.  

Opportunity 1: Apply existing departmental knowledge and lessons learned from data 
linkages 

Strategy 1: Develop an HHS Data Linkage Repository that includes information on linkage 
strategies, barriers, and opportunities 

HHS could create a  repository of methods for linking  data that can help  to (1) pool existing  
departmental knowledge  and documentation of  best practices, and (2)  inform future data  
linkages. NCHS has documented its  past and current data linkages,40 but  there is not a 
consolidated record of data linkages across HHS at the Department level.  Care should be taken to 
document the  following: the  process of  applying f or and receiving access to the data to be linked, 
the type of linkage, the process for accessing the linked data and the specifics of analysis,  
appropriate metadata,  and  major findings and any publications from the linked data  sets. This 
information can expand the knowledge of  internal  and external researchers  about how to 
approach data linkage  for research purposes and prevent  the unintended duplication of efforts.  

Opportunity 2: Improve the capacity to link HHS data internally and with other data 
sources 

Strategy 1: Promote data linkage between HHS agencies and between HHS and other federal 
agencies to address departmental priorities 

There are two main barriers to linking and analyzing federal data: (1) the lack of processes for 
how to access linked data for research purposes and (2) the absence of an infrastructure to 
support more data linkages. Although NCHS has led the Department in linking its data sets to 
other HHS agency data sets, the demand to link data sets together to derive new insights has 
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grown, and other agencies have begun to explore the use of storage platforms such as data lakes 
to facilitate linkages. There are efforts in the Department to better standardize the processes for 
data linkage, which the Data Council can help to support. For instance, the Council can help to 
provide technical advice on the form and content of data-sharing agreements for data linkages. 
This would include tailoring agreements to the unique statutory and regulatory requirements of 
each major data resource. 

Another factor that limits the linking of data is the collection and preservation of identifiers that 
permit linkage. Several federal administrative data sources could support valuable research 
efforts, but they lack the necessary identifiers to link to other data sources. In other cases, such 
data are collected but are then destroyed once the data collection period is complete. Such 
practices should be reconsidered in an era in which data linkage is being encouraged to increase 
the value of existing data for research. To the extent practical, this work should build toward 
federal standards that would function as part of any whole-federal solution like the one 
envisioned by the CEP’s National Secure Data Service (NSDS). The Data Council and the 
Department can encourage interagency research projects that not only link data sets from 
multiple agencies, but that also explore data linking with other federal departments to the mutual 
benefit of all parties. 

Strategy 2: Promote data linkage to nonfederal data 

The Data Council can strive to expand the use of data linkages to the state and local levels in 
order to help inform community-level decision making. Encouraging the linkage of HHS data 
with state and local data would not only support the development of rich, integrated databases; it 
would also encourage collaboration between the public and the private sectors, opening up 
access to other valuable sources of data. 

The potential for developing rich, integrated databases that are needed to support complex 
intervention models and their evaluation is far greater at the state level than it is at the federal 
level, at which necessary data are often missing, and many important data systems (e.g., in 
education and child care) are not available. The Data Council can look for opportunities to 
support existing and new efforts to create state and local integrated data systems (IDS), which 
can then be used to generate data and evidence that are valuable to both participating entities. 
The support can include waivers, promoting interoperability standards, and technical assistance 
groups that would help entities interested in further developing such systems. 

PRIORITY 4 – MODERNIZING PRIVACY PROTECTIONS 

A.  Background  

The importance of privacy for federal data collection 

Collecting data about individuals, facilities, and other entities across the United States is a key 
part of HHS activities. Increased access to data for research and program evaluation has the 
potential to produce greater knowledge and innovations that will enable HHS and other parts of 
the federal government, as well as state and local governments, to make informed policy and 
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program decisions. However, increasing access to and the use of HHS data requires 
understanding the legislative landscape, assessing the privacy risks of collecting certain data, and 
carefully applying the procedures and protocols designed to protect the privacy and 
confidentiality of individual information that the public provides to HHS.  

Agencies across the federal government, including HHS, have a special obligation to establish 
and maintain the public trust and to satisfy the public’s expectation that data provided to the 
government will be used responsibly and protected from inappropriate disclosures. HHS OpDivs 
and StaffDivs often collect data that contain highly sensitive information about vulnerable 
populations that sometimes include PII; this information should never be shared beyond the 
authorized individuals working with the data. Inappropriate disclosure of these data can lead to a 
breach of trust with the public, which can cause people or entities to not respond to requests for 
information or to submit incomplete or inaccurate data. Without accurate data from the public, 
HHS cannot effectively carry out its mission to protect the health and well-being of the 
American people. 

The government’s assurance that the public’s data will remain private is absolutely critical to 
maintaining public trust and thus ensuring that HHS has accurate information to inform policy 
and program decisions. Gaining appropriate consent from individuals to collect their information 
grants individuals more control over how information about themselves will be used. In order to 
maintain the trust that the public places in us and to ensure that the public continues to allow 
HHS to collect personal information, it is incumbent upon data custodians at HHS to be 
transparent about their intentions and to manage data in accordance with (1) the promises that 
HHS makes to data providers and respondents and (2) with privacy laws and requirements. 

There are a variety of policies and laws that protect the privacy of individuals’ data and that 
apply to HHS. A fuller discussion of these policies and laws appears in Appendix B: U.S. 
Privacy Policies and Laws Applicable to HHS. 

B.  Issues  

There are many laws and regulations in place to protect the privacy of individual data, and HHS 
must continue to protect the privacy and confidentiality of its data in the current environment. 
This is made increasingly difficult by the growing availability of data in the public domain. The 
Department should remain forward-thinking in the ways that current privacy law is applied to 
data used for research purposes, and it should develop effective protocols to prevent 
unauthorized disclosure of data. Some of the issues and challenges raise by the need to protect 
the privacy of individual data are discussed below. 

The risk of re-identification 

One challenge associated with modernizing privacy  protections is  keeping  regulations, guidance, 
and disclosure practices  up to date. In theory, the accelerated rate at which  the release of “de-
identified”  data files,  or  PUFs,  are being made available could increase the risk of re-
identification.  Although a data file, if  evaluated on its own, may satisfy a standard of de-
identification for public release, it is possible that,  if the file  is combined with other publicly  
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available data sources, the combined data would  be more likely to allow re-identification. This  
concept has been described as the “mosaic effect.”41   

Additionally, it is not just individuals, but also facilities and other entities that are at risk because 
of the mosaic effect. It is important for the Department to ensure that privacy and confidentiality 
protections keep up with the increasing volume of available data and with the technological 
advances that facilitate sophisticated analysis and re-identification. 

The complex matrix of privacy laws 

Another challenge is the matrix of privacy laws that govern data use and disclosure that must be 
considered in making data available for research. In some circumstances, multiple laws and 
regulations may apply to the use of a certain data set. The overlapping coverage of multiple laws 
may lead to confusion among those who handle data. It is especially important for guidance at 
the Departmental level to inform staff of whether data can be shared and the purposes for which 
it may be shared when applicable. 

C.  Opportunities  

The following two opportunities are proposed to achieve two goals: to modernize privacy and 
security protections in support of enhancing the evidence-based portfolio in HHS and to help 
minimize the threat of privacy breaches, including the three issues described in the previous 
section. 

Opportunity 1: Increase data sharing without eroding privacy protections through better 
communication and coordination with experts 

Strategy 1: Use data intermediaries to facilitate HHS data sharing in accordance with privacy 
laws 

Given the wide range of HHS data assets and variation in agency data-sharing policies, including 
legislative requirements, the Data Council could recommend approaches to identifying the roles 
and functions of a data intermediary who would help to coordinate data-sharing policies across 
HHS agencies. The intermediary could also help to navigate the framework of laws and provide 
guidance on best practices for data sharing at the departmental level. 

Strategy 2: Increase the use of disclosure review boards or data disclosure boards and provide 
guidance on best practices for de-identification 

A number of HHS agencies use disclosure review boards or data disclosure boards to ensure that 
data sets are released in a way that complies with all applicable federal laws, regulations, and 
agency polices, including preventing the unauthorized disclosure of protected information (e.g., 
PII and PHI). However, there is variability across and even within agencies in the way that data 
are masked and de-identified to create PUFs. This variation in practices can lead to an increase in 
the risk of unintentional re-identification if data are combined, even when appropriate 
precautions are taken. The Data Council could coordinate with disclosure review and data 
disclosure boards to develop recommendations on Department-wide policies that have the 
potential not only to increase access to agency-specific data assets but also to strengthen the 
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privacy and security protections of those data sets. The Council could also develop best practices 
for preparing PUFs. Guidance for agencies on best practices for de-identification and for when 
de-identified data sets can permissibly be shared will help to align departmental processes and 
ensure that PUFs pose the lowest possible risk of re-identification as a result of the mosaic effect 
noted earlier. Additionally, the Data Council could oversee the development of continuing 
education modules for new review board members and updates for existing members. 

Opportunity 2: Assist in standardization of departmental privacy policy practices 

Strategy 1: Support the Department’s development of more streamlined data sharing processes, 
including model enterprise-wide DUAs and inter-agency agreements (IAA) 

As part of the Agency Priority Goal of  combining di sparate data sets, there  is an effort to develop 
an enterprise-wide DUA.42   Enterprise-wide DUAs  should also reflect differences across  
agencies in requirements  for sharing of data. The  Data Council can coordinate the development  
of issues that DUAs should address and provide standard language that would apply in most  
cases. The Council would also focus on the need to include appropriate privacy and security  
protections in the DUA based on the type of data it covers, with whom  the data are being shared,  
and the purpose  for which the data are being used.  Implementing and promoting components of  a  
model DUA will help to better standardize and  align departmental policy such that it informs  
data sharing while protecting privacy.  

In addition, the Data Council can review the current IAA process and documents and make 
recommendations on how to streamline the process. Implementing a more streamlined IAA 
process will accelerate the agencies’ ability to share data. 

Strategy 2: Address privacy and legal concerns about the use of data for policy research, 
statistical purposes, and program evaluation 

HHS agencies should work toward developing a systematic approach for examining data sets and 
for assigning a level of potential re-identification to them. In an effort to increase the use of 
administrative and other specific data for research and policy (as similarly called for in Priority 
2), agency staff will need to (1) thoroughly examine existing PII and PHI, along with the process 
for collecting these data, (2) review existing legal restrictions, (3) provide guidance on the 
appropriate use of administrative and other specific data collections for research and program 
evaluation, and (4) establish a clear policy on access for researchers seeking to use the data for 
policy research or program evaluation. Information on whom to consult for privacy questions at 
various agencies in HHS should be cataloged wherever possible and included with the 
information on each data set.  

PRIORITY 5 – INCREASING DATA POLICY COORDINATION AND INFORMATION SHARING 
ACROSS THE DEPARTMENT 

A. Background 

Within HHS, there are many different stakeholders who share roles and responsibilities 
regarding data. At the Office of the Secretary (OS) level, these stakeholders include the Division 
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of Data Policy within ASPE (DP), the Office of the National Coordinator for  IT (ONC), the  
Office of the Chief Technology Officer (CTO),  and the Office of the Chief Information Officer 
(OCIO), to name  a few.  HHS also has a principal statistical agency, NCHS, which is part of  
CDC,  and a federal statistical unit,  the Center for  Behavioral Health Statistics Quality (CBHSQ),  
which is part of the  Substance Abuse and Mental Health Services  Administration (SAMHSA). 
Both are authorized by statute and recognized by  OMB as having  a specific mandate to develop  
official, nonpartisan statistical information.43  Beyond NCHS and CBHSQ,  HHS agencies  collect  
data for both statistical and research purposes, and administrative data that may be used for  
secondary purposes. Furthermore, each  OpDiv  plays a  role in shaping data  and statistical policy  
for its  own agencies.  Finally, there are  Federal Advisory Committees which help formally bring 
in outside perspectives to the Department on policy  matters.  Although each of these groups  
provides  guidance on data policy, there is no formal mechanism  for ensuring coordination across  
the groups. As a result, there are overlapping roles and gaps in managing the data. A better  
understanding of these  groups, their efforts, and the implementation of some overarching role 
should help to mitigate these issues. The following  discussion describes some the major data 
policy actors in OS and HHS. Descriptions  of the offices  and links to their  specific websites  can  
be found on the HHS website.44  

Office of the Secretary 

Individual offices 

The DP, which is part of ASPE, coordinates departmental data and statistical policy. These 
activities include conducting evaluation and policy research to increase either data capacity or 
the efficiency of current data collections, sponsoring data collection modules to improve data 
quality or to provide for methods development and testing, and understanding the various data 
collections’ strengths and limitations in terms of informing policymaking. 

CTO fosters innovation across HHS. This includes cultivating public-private collaborations to 
improve government efficiency, working toward making HHS data available to the public, and 
providing technological solutions to improve HHS operations. 

OCIO, which is part of the Assistant Secretary for Administration (ASA), is the main office 
for ensuring that HHS follows good business and security practices in implementing IT. This 
work includes inventorying IT investments, monitoring the overall HHS IT program to maximize 
efficiency, implementing cybersecurity and privacy provisions, and supporting the OpDivs with 
their business and IT system investments. 

ONC supports the national adoption of health IT  and the promotion of nationwide health 
information exchanges to improve care. This  work  includes  establishing  data standards that  
support the interoperable exchange of patient records, developing and implementing procedures  
for certifying  EHRs, and implementing specific provisions of the 21st  Century Cures Act.  

OS-level councils 

The HHS Data Council advises the HHS Secretary and provides leadership to the Department 
on health and human services data and statistical policy. When the HHS Data Council was 
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established in 1996, its initial mandate was to coordinate data collection activities and statistical 
policies across OpDivs and StaffDivs; meet the data needs of all users; reach a consensus on data 
standards and privacy; provide oversight of surveys and statistical analyses; and lead an 
interagency effort on data standards, privacy, telemedicine, and enhanced health information for 
consumers. While the Council continues to serve as the leading body on data and statistical 
policy, its mandate and role in policy coordination has evolved over time as ONC and OCIO 
were established to manage the Department’s information policy. 

The Enterprise Risk Management  (ERM) Council comprises senior leaders in the Office of  
the Secretary and Chief  Operating Officers from  OpDivs who coordinate  ERM across the  
Department. Per  OMB Circular  A-123,  Management’s Responsibility  for  Enterprise Risk 
Management and Internal Control,45 the ERM Council oversees the development of Department-
wide Risk Profiles, which are an internal management tool for identifying, assessing, and 
strategically prioritizing H HS’s most significant risks and opportunities. The ERM Council  
assess risk across a wide  variety of financial, administrative, strategic, and  mission-critical 
elements. As the Department makes decisions to (1) implement enterprise data governance,  
(2) upgrade  IT systems to better protect information security and the privacy of HHS data, and 
(3) account for  a changing budget  and policy environment, it will be important to consult the  
ERM Council and account for risk in policy  and programmatic decision making.  

The main data stakeholders in the Office of the Secretary and their primary policy functions are 
shown in Figure 1. 

Figure 1: Data Stakeholders in the Office of the Secretary, HHS 
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Federal Statistical Agency and Recognized Statistical Unit 

NCHS  is the  nation’s  principal federal  agency for health statistics. As  such, NCHS abides by the  
principles and practices set forth by OMB to produce reliable, credible, unbiased, accurate, and 
timely health statistics.46  For nearly 60  years, NCHS has conducted core data collection activities  
across a full range of health conditions and issues related to  health  care.  The agency obtains and 
disseminates data from  vital records, population-based surveys, surveys of  providers, and 
administrative health  care and other  records. These data are used  to describe and monitor health 
conditions, risk factors, and health care utilization. The Center also  provides  data that other data 
systems use as  a benchmark. NCHS also has played, and continues to play, a key role in setting  
data-related standards for the Department.  

Housed within SAMHSA, the Center for Behavioral Health Statistics and Quality (CBHSQ) 
is the Department’s lead agency for behavioral health statistics. As a federal statistical unit, 
CBHSQ abides by the same principles and practices that govern NCHS and other federal 
statistical entities. CBHSQ ensures that data collection, analytic activities, dissemination 
activities, and evaluation efforts are consistent with the mission and priorities of the Department 
and SAMHSA. It also participates with other federal agencies in developing national policy on 
statistical matters. CBHSQ oversees several data collections, disseminates reports and data to the 
public, and advises the Assistant Secretary for Mental Health and Substance Use and the 
Department on behavioral health data and statistics. 

OpDivs 

HHS is one of the largest departments in the federal government. This makes it much more 
important and inherently difficult to coordinate all the agencies that make up HHS. Each OpDiv 
houses its own groups that coordinate its intra-agency efforts on data policy. It would be beyond 
the scope of this report to detail the role each OpDiv plays in forming data and statistical policy. 
This section provides a few examples from five OpDivs. In January 2007, NIH established the 
Council of Councils, which makes recommendations for research on emerging scientific 
opportunities, rising public health challenges, and gaps in knowledge. In addition, the National 
Library of Medicine (NLM), an institute in NIH, is the central coordinating body for clinical 
terminology standards in HHS.  

The efforts and institutes in the CDC and ACF provide additional examples of where OpDivs 
play a role in forming data and statistical policy. The CDC launched a Surveillance Strategy in 
2014, which was designed to improve the availability and timeliness of data; advance the use of 
EHRs, mobile technologies, and cloud computing; reduce reporting burden; and retire redundant 
systems in health departments. ACF’s Office of Planning, Research, and Evaluation (OPRE) 
plays a coordinating role in human services research, including data analysis, evaluation, and 
performance management. Finally, the Agency for Healthcare Research and Quality (AHRQ) 
and the Centers for Medicare and Medicaid Services (CMS) have advisory councils and internal 
bodies that provide guidance on data policy. In addition to the above examples, there are plenty 
of additional governing bodies throughout HHS that facilitate data policy coordination. 
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Although each OpDiv and StaffDiv has a specific mission, many health and human service 
issues span several sectors and require the combined effort of more than one agency. This is 
where coordinating groups, like the HHS Data Council, provide an opportunity and a forum in 
which to unite the efforts and entities within each agency at the Department level. Data Council 
meeting agendas are shaped by the membership of the Council and thus reflect issues that affect 
more than one agency. The diverse representation on the Data Council allows it to address data 
priorities for the whole Department. Figure 2 shows the relationship between the Data Council 
and the various agency and OpDiv stakeholders represented on the Council. 

Federal Advisory Committees 

Federal Advisory Committees can provide an important connection between the public and the 
Department, and are formed under rules of the Federal Advisory Committee Act.  A committee 
relevant to data policy is the National Committee on Vital and Health Statistics (NCHVS). The 
NCVHS states it “serves as the statutory [42 U.S.C. 242k(k)] public advisory body to the 
Secretary of Health and Human Services for health data, statistics, privacy, and national health 
information policy and the Health Insurance Portability and Accountability Act (HIPAA). The 
Committee advises the HHS Secretary, reports regularly to Congress on HIPAA implementation, 
and serves as a forum for interaction between HHS and interested private sector groups on a 
range of health data issues.”  The NCVHS has staff that participate on the Data Council, and the 
Data Council has frequently advised and collaborated with NCVHS on improving the quality of 
vital statistics and privacy and information standards. 

Figure 2: HHS The Data Council’s Policy Coordination 
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B.  Issues  

The Department has a wealth of knowledge and expertise in the use of data for evidence-based 
policymaking. However, this knowledge often remains in siloes, impeding what would otherwise 
be collaboration on high-priority data needs as well as the consistent and methodologically sound 
application of HHS data to policymaking. This issue is described below, along with others that 
prevent better policy coordination in the Department. 

Decentralized data collection and management in HHS 

The Department is a complex collection of OpDivs and StaffDivs that both act independently 
and have a diversity of missions. The decentralized nature of the data collection system within 
HHS and in the federal government overall result in data systems that reflect programmatic 
needs but that also create an inter-agency culture of independence. Data collection and 
management processes are usually at the OpDiv level, where data collections originate and are 
managed by individuals who are most familiar with the information. However, the unintended 
result of this decentralization is the loss of opportunities to coordinate and benefit from data 
collections across HHS. 

Limited coordination between OCIO, CTO, ASPE, and the HHS Data Council 

Although there are established bodies at the OS level to coordinate Department-wide data policy 
(the HHS Data Council, the CIO Council, and the CTO), the breadth and depth of each of their 
substantive areas leaves little time to communicate and strategize together. Additionally, these 
entities may not have a clear path of coordination when it comes to data policy, information 
policy, data curation, and data management. Limited coordination between relevant parties 
results in less efficient processes and an increase in the risk for the unintended duplication of 
efforts. 

Communicating the value of HHS data to policymakers 

HHS collects a wide variety of data that are relevant to policy and program decisions; however, 
there is often a disconnect between the staff who curate, manage, and analyze HHS data, and the 
policymakers who make decisions for the Department with respect to the value and purpose of 
HHS data collections. Communicating the research and policy value of HHS data collections 
from survey to administrative data is critical to gaining buy-in from within HHS to use the data 
for evidence-based policymaking. Furthermore, communicating the value of HHS data 
collections is important in securing funding for the continual improvement and maintenance of 
these efforts. 

C.  Opportunities  

The following two opportunities are proposed to improve data policy coordination and 
information sharing in the Department in support of enhancing its evidence-based portfolio. 
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Opportunity 1: Increase coordination in the Department regarding data collection, system 
and software investments, and data management and governance 

Strategy 1: Identify high-priority data and information policy issues that require OS-level 
coordination 

As mentioned, there is no single entity that coordinates all of the different aspects of HHS data. 
Although there are various councils, including the Data Council, the CIO Council, and the CTO 
Council, these bodies do not always coordinate with each other to recommend or create policy. 
Identifying high-priority issues on which these councils can coordinate and developing 
mechanisms for coordination between the different governing bodies would cultivate a unified 
approach to high-level data and information policy issues that affect the entire Department with 
respect to data collection, management, and release. As the Data Council has broad membership, 
it could act as the convening agency to identify the high-priority data and information policy 
issues requiring OS coordination. 

One area of data policy that has already been identified as a high-priority area for the Department  
to coordinate is data  governance, which is  defined as a set of processes that ensure that data 
assets are formally managed such that departmental needs are met. A data  governance model  
such as this would establish authority and define the parameters  for the  data  produced or  
managed by the enterprise. Developing an HHS-wide data governance plan  was named an  
Agency Priority Goal (APG) for FY2018 as a  way  to improve interagency data sharing and 
policy coordination.47 The Data Council could serve as the convening body to support the  
Department’s  efforts in the development of  a  governance plan, as described in the Agency  
Priority Goal, including the identification of the key items that need to be included.  

Strategy 2: Increase communication between the Data Council, OCIO, ONC, and the CTO 

The HHS Data Council  recognizes that  DP, ONC, CTO, and OCIO each have a distinct role in 
data collection, data usage, data protection, and data dissemination across the Department. 
OCIO48 focuses primarily  on the business and infrastructure components of  a data collection 
system,  DP49 focuses on the policy implications and decision-making potential, ONC50  leads  
data efforts related to health IT and interoperability, and CTO51 provides leadership on 
technology, innovation, and data sharing. The Council can work to increase communication and 
collaboration in areas where two or more offices contribute to policy formation. Data Council  
meetings can also be used as a forum  for seeking  guidance on or  assistance with particularly  
challenging issues. Building on existing forums and councils, and using the  Data Council as a  
source of  expert guidance, HHS can encourage  collaboration and strengthen its data resources.  

Opportunity 2: Inform policymakers and researchers about the value and uses of HHS 
data 

Strategy 1: Communicate the value of HHS data collections and systems for policymaking 

It is critical for HHS data stewards to communicate the content and potential uses of the 
Department’s data as a valuable resource in the effort to inform policy in a more coordinated 
fashion. HHS data are a public good in that they are used for decision making that ensures that 
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programs and policies are serving the needs of the American people. The data collection systems 
supported by HHS provide most of the capacity to monitor the health of the population and the 
functioning of the health care and human services systems. Data resources are essential to 
identifying national trends and to informing program and policy decision making associated with 
the missions of all HHS agencies. Each HHS agency data collection fills a unique gap and 
captures information needed for a specific purpose.  

The Data Council and HHS agencies should work toward improving ways to promote the value 
of HHS data through, for example, return-on-investment reports, to those who may influence 
future funding. Maintaining a high level of quality and a wide scope for HHS data collections 
requires continual budgetary investment. HHS data stewards need to actively communicate the 
value of HHS data to policymaking as well as the investments necessary to maintain their 
usefulness to further improve policy and program decisions. 

Strategy 2: Inform internal stakeholders about potential tradeoffs between timeliness and quality 
and how this impacts the usefulness of data for policy purposes 

In the  current computing e nvironment, the ability to collect, process, clean, and disseminate  
large, population-based data has enabled agencies  to substantially speed up  data releases. Early  
data release platforms, such as those used by programs like NCHS’s National Health  Interview  
Survey Early Release program,  allow  data that have a five- to six-month lag time from initial 
collection to generating provisional estimates on a  quarterly basis.52 Mortality data on drug-
related deaths from the National Vital Statistics System (NVSS)  are also now released on a 
monthly basis with an approximate  six-month lag from the date of  event on  a data visualization  
platform.53  For data systems across HHS, there have been  significant improvements  from  
previous release schedules for many  types of data.   

Although faster release of data is a highly sought-after and valued goal, agencies need to ensure 
that they continue to achieve their missions by producing reliable, high-quality data regardless of 
the timeliness or release mechanism. Data that are disseminated by early release programs are 
almost always provisional or preliminary, not the final data file for a given period. It is therefore 
imperative to ensure that proper processing and cleaning techniques are still used. Depending on 
the size of the data collection, there may be a tipping point at which data cannot be released any 
faster while still maintaining quality and comparability to final data. Expectations of the 
Department and the agencies collecting the data should be realistic and well-informed. The 
agencies are responsible for educating Department leadership about the feasibility, limitations, 
and ramifications of earlier data releases, whereas the Department is responsible for maintaining 
realistic expectations of the limits of data and agency resources. It is also important for data 
curators to communicate to policymakers a realistic timeline for data collection and release that 
will maintain the data quality. 
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PRIORITY 6  –  BUILDING  A 21ST  CENTURY DATA-ORIENTED  WORKFORCE  

A.  Background  

Data-oriented workforce 

Statisticians, informaticians, computer scientists, data scientists, and other  similar  professionals  
across the Department  are involved in statistical and other data analyses that meet programmatic 
and research needs. There is a growing recognition that we may be reaching a workforce crisis as  
these experts  retire  and there is  greater  competition in hiring staff to replace them. At the same 
time, there is also the need to develop new skills in existing staff and to hire new staff with a  
wider range of skills. Promoting the retention of the existing statistical staff and the  broader  data-
related workforce across  HHS, and providing opportunities and incentives  for staff to continue to 
develop their skills to meet the needs of  an evolving data and statistical environment  are 
important, necessary  goals. The creation of this 21st Century data-oriented workforce  must be  
done in the context of the evolving field of data science.  

Data science 

Over the last decade, a huge and ever-increasing amount of information has been generated and 
digitized from an increasingly wide variety of sources. That information has been combined with 
new technologies and analytic methods to offer new opportunities to develop new insight into 
our world. The sheer volume and diversity of this growing information, the complexity of the 
underlying technology, and the increasing variety of analytic methods have presented technical 
and cognitive challenges to making sense of available data. The presence of such data, 
technology, and analytic methods are also creating a demand for staff who can extract, mine, and 
analyze huge and complex datasets, and then explain what they mean to the public and decision 
makers. In response to these challenges, the new field of data science has emerged. The National 
Academies of Sciences, Engineering, and Medicine have described data science as follows: 

[Data science  centers] on the notion of multidisciplinary  and interdisciplinary  
approaches to extracting know ledge or insights from large quantities of complex data  
for use in a broad range of applications. Data science is about synthesizing the most  
foundational disciplines to solve particular  classes  of problems or applications that are  
newly  enabled because the volume and variety of data available are expanding swiftly,  
data are more available immediately, and decisions based on data are increasingly  
automated and in real time.54   

One of the pillars of the current President’s Management Agenda is building a  workforce of the  
21st century, which includes empowering leaders  and managers to align staff skills with the  
evolving mandate and responsibilities for which federal  agencies are expected to deliver.55  
Similarly,  among the recommendations of the CEP was a call to  give federal departments the  
authority to construct  a high-performing, evidence-building workforce.56 Doing both at the same  
time will require the Department to expand and leverage a data science workforce.57  To  
effectively develop evidence that can inform policymaking and program  evaluation, HHS could 
expand the analytical and computing capabilities of its staff so that it can work with the large  and 
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complex data sets that are increasingly being generated or accessed by and for the Department’s 
programs. 

B.  Issues  

HHS expertise has not kept pace with recent innovations in the use of data to analyze problems  
and support decision making, including the application of data science. While there is interest in  
integrating data science into HHS programmatic operations and policy research, there are 
administrative  and  resource challenges  that have limited its application. Furthermore, as the  field  
of data science continues to evolve, there  are new  challenges regarding how to meaningfully  
incorporate such data  analyses into policymaking in a methodologically sound way. The  
following sections discuss a few of the obstacles to building a data-oriented workforce that meets  
21st century needs.  

Departmental staffing limitations 

Mastering and applying data science requires a multidisciplinary skill set, including an 
understanding of math and statistics, computer science and programing, communication and 
visualization, and subject expertise in the specific field of interest being studied. Many 
individuals with data science skills are trained in disciplines from which HHS does not typically 
hire, including engineering and the physical sciences. HHS must maintain its current statistical 
workforce, prepare other Department personnel for an increase in work related to data science, 
and expand the work force to provide additional expertise in data science and its related fields. 
However, it may be difficult to recruit and retain enough data scientists through the existing 
federal hiring and promotion processes. For example, current processes hinder HHS from being 
competitive with the private sector, which offers more lucrative jobs and more flexible and 
streamlined hiring processes. These barriers must be overcome in order to gain access to the full 
talent pool of data scientists. 

The need for expertise in interpreting complex data  

The availability of more data for analyses does not necessarily translate into better analyses or 
more robust conclusions. The same scientific rigor in study design and implementation that is 
required of smaller statistical studies is required when analyzing large, complex, and alternative 
data to draw appropriate inferences from the results. Invalid conclusions can happen for a 
number of reasons. For instance, appropriate analyses based on large data sets require a fairly 
high level of training, complex sampling designs require results to be weighted, and very large 
samples can easily produce statistically significant results that are not substantive or meaningful 
in practice. The increasing availability of data is not a replacement for a substantive 
understanding of a given field. A data analyst without enough in-depth subject matter expertise 
on a topic may view a statistically significant result as unique or important, in contrast to a 
subject matter expert who would view the same result as spurious or irrelevant. It is important to 
understand the valuable contributions that data can make to policy decisions, and it is equally 
important to understand the limitations of particularly large, complex, and alternative data 
sources, such as those obtained from the private sector, sensors, or websites and social media. 

33 




 

  
 

   
 

  
   

 
 

    
    

  

   
 

 

   
 

 
  

  
 

  

   

Data ethics 

As the volume and use of data have grown exponentially, the risks associated with analyses of 
these data have also increased. As noted in Priority 4, one risk associated with increased data 
collection and analyses is an increase in the potential for losing individual and group privacy. 
Beyond privacy, there is the increasing risk that inappropriate research designs or methods will 
be applied to data analyses, leading to illegitimate or biased results and conclusions. 
Furthermore, as there are greater and greater volumes of data to potentially use and more 
individuals using it, there is an increase in the risk that data will be selectively chosen or even 
manipulated to leverage the interests of an individual or group over those of the rest of the 
general population. Consequently, data ethics should be consistently and holistically considered 
and applied. Although a universally accepted definition of data ethics has not been created, one 
reasonable summary describes data ethics as follows: 

A new branch of  ethics  that studies and evaluates moral problems related to data 
(including g eneration, recording, curation, processing, dissemination, sharing and use), 
algorithms (including artificial intelligence, artificial agents, machine learning and  
robots) and corresponding practices  (including r esponsible innovation, programming, 
hacking and professional codes), in order to formulate and support morally  good 
solutions (e.g., right conducts or right values).58   

Other  groups, such as the Council for Big Data, Ethics, and Society, have suggested rules to 
guide researchers through the realm of  ethics in large and complex data. Such rules include  
acknowledging that data  can do harm, developing c odes of conduct, and engaging in the broader  
consequences of data and analysis practices. These types of  rules provide  an idea of the types of  
issues that must be addressed.59  

Technology and systems needs 

An increase in the Department’s volume, use, and sharing of data requires the necessary 
technology and systems to handle data science demands and to secure data against information 
breaches and the inappropriate disclosure of PII and PHI. HHS has already developed systems to 
help address these issues. The RDCs, for example, provide a secure physical environment in 
which data can be accessed. In some cases, researchers can also download aggregated reports 
and results to their own personal workstations. In addition and where permitted, a number of 
software programs or environments allow researchers to run queries against data files, but they 
receive only de-identified aggregate results. However, these systems are still limited in capacity 
and flexibility, which can interfere with a data scientist’s ability to use available analytic 
techniques. In addition, proposed modern technology solutions, such as the NSDS, could help to 
defuse inferential disclosure and provide data encryption and storage to counter security threats 
if implemented. Such new technologies should be evaluated for their suitability in data science 
and for their ability to secure PII and PHI. 
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C.  Opportunities  

The following opportunities are proposed to build a 21st century data-oriented workforce in 
support of enhancing the  evidence-based portfolio in HHS. These opportunities  are important 
because the evolution of  data science is part of  what is creating the push behind and the 
connections between the  first five priorities and their associated opportunities.  

Opportunity 1: Enhance the data science capability of the current HHS data workforce 

Strategy 1: Increase data science and statistical training opportunities 

HHS can both provide a higher level of internal training opportunities related to data science and 
statistics and raise the staff’s awareness of these opportunities. Several HHS agencies have 
already developed training programs in data science methods and in the basics of HHS data. 
These programs can be continued, expanded, and better promoted. The need for training in data 
science and statistics is driven on multiple fronts. For example, HHS analysts and statisticians 
currently clean, prepare, and transform administrative data for linkage and analysis. However, 
there is an opportunity to bring in additional personnel who are more adept at data manipulation 
but may not yet have the advanced training needed for activities such as complex statistical 
analyses or deterministic/probabilistic data linkages. Similarly, by training staff in data 
visualization skills, HHS could more effectively present research findings in graphs and visuals 
that are more understandable to the public. Additionally, many data sources that are potentially 
useful to data scientists are also large and complex, requiring new methods of analysis, such as 
artificial intelligence and machine learning. To apply these methods to such sources requires a 
high level of computing expertise. Training will help to augment staff expertise and prevent 
issues associated with interpreting complex data accurately. However, it should be noted that 
additional training of staff is not sufficient to make full use of applying data science to HHS 
research and program evaluation. Investment in modernizing technology is a necessary corollary 
to ensure that staff can apply their knowledge of data science effectively. Both the necessary 
training and associated modern technology are required to first use and then optimize HHS 
capabilities in data science. 

Strategy 2: Promote multidisciplinary data science teams and increased cross-program 
collaboration 

HHS can promote multidisciplinary data science teams and increased  cross-program  
collaboration. Data science involves a wide variety  of  analytical and programming skills.  It also  
requires some degree of  expertise in the field to which data science is being applied, in this case  
health and human services, to avoid drawing inappropriate conclusions. Few people have all of  
the necessary skills to effectively apply data science in any  given  circumstance. Building  
multidisciplinary teams and increasing cross-program collaboration would allow HHS to  
leverage different areas of expertise in decision making. This approach would also help the  
Department to keep pace with an ever-evolving landscape of  analytic tools. Parts of the  
Department are already using this approach successfully. For instance, the Office of the 
Inspector General (OIG)  has built a data science team to uncover billions of dollars in fraud, 
waste, and abuse in Medicare and Medicaid.60  
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Strategy 3: Promote awareness and education of data ethics in the Department 

As HHS trains and expands a data-literate workforce, the discussion of data ethics should play an 
important role in that effort in order to continue to mitigate data risks, maximize the value of 
data, and protect the trust that Americans have in the Department to collect, hold, and use their 
data appropriately. HHS can work to develop guidance and foster a culture of data ethics both 
within the Department and across the health and human services landscape. The Data Council 
can help to coordinate policy between relevant stakeholders in the Department to provide the 
foundation for guidance and education on data ethics.  

Opportunity 2: Reinforce capacity to explore the application of data science and alternative 
data to HHS research and program evaluation 

Strategy 1: Develop capacity to investigate new or more-blended statistics for health and human 
services 

HHS is working at the forefront of data science in  many respects, but there  is still  room for 
improvement. For  example, departmental data scientists are bending, stretching, and blending  
statistical and computational techniques to increase their ability to manipulate and analyze  
greater volumes, varieties, velocities, and variabilities of and within data.61  HHS can  support the   
workforce in investigating whether there is a need for such new or more-blended statistics  
relating to health and human services; the department can also  allow more programs to  hire 
employees with these  capabilities. Much of traditional statistics is based on sample size, in which 
a larger unbiased sample translates into more confidence in the research  findings. The same 
methodological rigor should be applied to evaluating large and  complex data as is used for  
evaluating more traditional data sets such as survey  data. However,  the  application of traditional 
statistical methods to  complex  data is making it increasingly difficult to tease out actual effects  
from statistical noise. There is a need  for staff who can  further examine the use of effect sizes or  
other indicators of significance that do not rely on sample size for health and human services  
policy, program evaluation, and population monitoring. Trained staff will be needed to create 
guidance for evaluating  whether statistical differences observed when analyzing c omplex data  
are substantively meaningful to the research or program being addressed.  

Strategy 2: Develop the capacity to coordinate the evaluation of alternative data sources 

The important use of administrative data as an alternative data source has  already been discussed  
at length in Priority 2 of this data strategy. However, administrative data  are not the only  
alternative data source that has emerged as a viable opportunity  for data scientists. Other  
alternative data sources of potential benefit to the  health and human services field include, but  
are not limited to, private sector e-prescription and consumer purchasing data, environmental and 
health sensor data, and social media data.62 HHS could ensure that the workforce has the  
expertise t o coordinate the evaluation of these alternative sources of data to determine whether  
they may be useful for a variety of statistical, research, and programmatic purposes  across the 
Department.  
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Strategy 3: Explore the NIH Strategic Plan for Data Science as a tool to support data science 
across the Department 

Although the NIH Strategic Plan for Data Science63  applies to a more specific array of scientific 
data than are considered in this plan (e.g., data from neuroimaging, genomics, and animal  
research), its  outlined goals and actions provide  a blueprint for improving the data science infra-
structure across the Department. For example, the  first two goals in the NIH plan are to (1) support  
a highly efficient  and effective biomedical research data infrastructure and  (2) promote moderni-
zation of the data-resources ecosystem. NIH is looking to accomplish the first goal by optimizing  
data storage and security  and by  connecting its many data systems. To achieve the second goal, 
NIH plans to modernize its data repository ecosystem and support the storage  and sharing of  
individual data sets. The Department  could explore  opportunities to build on NIH’s work  and to 
potentially  use it as a basis of planning for future  data science efforts, as  appropriate.  

Opportunity 3: Invest in the future of data science 

Strategy 1: Increase the number of new data scientists 

Beyond enhancing the data science capability of the current HHS data workforce and exploring 
the application of data science to HHS research and program evaluation, there is a need for more 
new data scientists within the Department. Coming from budding data science programs or the 
private sector data science industry, these scientists will bring with them new ideas, techniques, 
and skills that can both complement and improve existing HHS systems. To reach this goal, HHS 
and the federal government as a whole could invest in new human resources (HR) strategies not 
only to encourage these individuals to join the public sector but also to facilitate the onboarding 
of these individuals in a timelier manner. 

The Department can use numerous strategies to successfully hire data scientists for the federal 
workforce. Four approaches stand out. First, the Department can better promote the benefits of 
federal service at job fairs and industry events that target data scientists. Second, the Department 
can explore opportunities for creating new intern and fellowship programs tailored to data 
science, seeking out potentially qualified job candidates from industries and disciplines not 
traditionally associated with HHS (e.g., engineering, physics, and computer science). Third, the 
Department can also place more individuals from these non-traditional occupations in more 
senior positions. Fourth, to benefit from the broadest data science talent pool, HHS can explore 
opportunities for making better use of existing specialized hiring programs, like the Presidential 
Management Fellows program, the Pathways program, the U.S. Digital Service, and Title 42. 
The Department can also advocate for creating similar programs aimed directly at data scientists 
with a STEM background.  

Strategy 2: Ensure that staff have the expertise to explore the coordinated implementation of 
technology or software that facilitates ethical data sharing and use for data science capabilities 

Data science is being driven by the increasing ability to access diverse data sources. In recent 
years, there has been an influx of innovative technologies and software programs that facilitate 
data access (as sought after in Priority 1) while protecting privacy (as sought after in Priority 4). 
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For example,  certain types of  software now  allows remote access to data housed in  data archives.  
However, as technology  evolves and the need to link diverse  data s ets grows (see Priority 3), the  
Department must continue to innovate its approach to securing and housing data from multiple  
sources. Through exploring technology or software  that facilitates data sharing, HHS will be  
better prepared to  facilitate research  and interdepartmental collaboration while increasing the 
privacy and security protections for its data assets. This investment must be in technology  and in 
the people who handle technology  and data on a daily basis, as  recommended in the NAS  
report.64 The Data Council, in consultation with OCIO  and  CTO, could provide guidance on how  
to evaluate the appropriateness of new or modified technological approaches or software  
programs to (1) increase ethical data sharing and use for data science purposes across the  
Department and  (2) ensure that appropriately trained staff are available to take advantage of the 
new technology. 

CONCLUSION 

With its expansive volume of data assets, HHS has the potential to use its data resources to 
answer some of the most pressing policy questions of our time, including stemming the opioid 
epidemic, lowering prescription drug prices and the cost of health insurance, and improving  
health outcomes for vulnerable populations. Far too often, HHS data resources are underused for  
six reasons: (1) the data resources  available for research  are not documented Department-wide; 
(2) the data are not  curated in a standardized way  across their lifecycle; (3)  current funding  
streams for data systems do not allow for innovation and puts the cost burden on the researcher;  
(4) there are legal and  agency cultural barriers to sharing data resources and to linking data sets  
for research; (5) there is limited  departmental  expertise in using multiple types of data for policy  
research and analysis; and (6) current computing systems and cybersecurity need to be improved 
to protect the privacy of individual data and facilitate the analysis of multiple types of data from 
different sectors.65  However, it is of the utmost importance that HHS seeks to improve its  
capacity to generate robust evidence, both to inform policymaking and to make the best use of  
government resources  and investment.  

The 2018 HHS Data Strategy is intended to address current  gaps in the use  of data for  evidence-
based policymaking through the six-part priority framework of (1) Improving  Access to HHS  
Data, (2) Enhancing Administrative Data for Research,  (3)  Increasing Data Linkages Across  
Diverse Data Assets, (4)  Modernizing Privacy Protections, (5)  Increasing Data Policy  
Coordination and Information Sharing Across the  Department, and (6)  Building a 21st Century  
Data-Oriented Workforce. By following this strategic framework over the  next eight  years, HHS  
will be in a better position not only to routinely use and share data  for research purposes, but also 
to participate in the  growing efforts across the federal  government to use data for policy research 
and evaluation.  

IMPLEMENTATION 

The 2018 HHS Data Strategy is intended to be a visionary document that guides the HHS Data 
Council agenda over the next six to eight years. The Council will develop an Action Plan 

38 




  
  

 
  

  
 

 
 

   

biennially that operationalizes the priorities, opportunities, and strategies prescribed in this guide. 
When developing and implementing action steps, the Council will take into account Department 
priorities and seek to prioritize actions that will advance these goals. In addition, the Council will 
take into account budgetary constraints, enterprise risk management, and existing OpDiv best 
practices and expertise to ensure that new investments are targeted, cost-effective, and have a 
meaningful impact. The Action Plans will ensure that the 2018 Data Strategy is flexible and 
responsive to changing administration priorities, Council priorities, and emerging areas in health 
and human services. The HHS Data Council will be developing the first Action Plan in the next 
few months and will implement it over 12 to 18 months from the date on which the 2018 HHS 
Data Strategy is officially released. 
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ACRONYMS 

ACF  Administration for Children and  Families  

ACYF  Administration on Children, Youth, and Families  

ACL  Administration for Community  Living  

ADWG  HHS Administrative Data Working Group  

AHRQ  Agency for Healthcare Research and Quality  

ASA  Office of the Assistant Secretary for Administration  

ASPA  Office of the Assistant Secretary for Public Affairs  

ASPE  Office of the Assistant Secretary for Planning  and Evaluation  

CBHSQ  Center for  Behavioral Health Statistics and Quality  (SAMHSA)  

CDC  Centers for Disease Control and Prevention  

CEP  Commission on Evidence-Based Policymaking  

CIPSEA  Confidential Information Protection and Statistical Efficiency Act of 2002  

CMS  Centers for Medicare & Medicaid Services  

CTO  Office of the Chief Technology Officer  

DP  Data Policy  Division (ASPE)  

DUA  Data Use Agreement  

EBPMA  Evidence-Based Policymaking Act of 2017  

EDI  Enterprise Data Inventory  

EDM  Enterprise Data Management  

EHR  Electronic Health Record   

ESS  European Statistical System  

FCSM  Federal Committee on Statistical Methodology  

FDA  Food and Drug Administration 

FIPPS  Fair  Information Practice Principles  

FISMA  Federal  Information Security Modernization Act of 2014 

FITARA  Federal  Information Technology Acquisition Reform Act  

FSRDC  Federal Statistical Research Data Center 
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HCUP  Healthcare Cost and Utilization Project  

HHS  U.S. Department of Health and Human Services  

HIPAA  Health Insurance Portability and Accountability  Act  

HRSA  Health Resources and Services Administration 

IAA  Interagency Agreement  

ICSP  Interagency Committee on Statistical Policy   

IDS   Integrated  Data Systems  

IT  Information Technology  

MOU  Memorandum of Understanding 

NAS  National Academies of Sciences, Engineering, and Medicine  

NCHS  National Center for Health Statistics  

NHIS  National Health  Interview Survey  

NIDA  National  Institute on Drug Abuse  

NIH  National Institutes of Health  

NIST  National  Institute of Standards and Technology  

NSDUH  National Survey on Drug Use and Health  

NSDS  National Secure Data Service  

NVSS  National Vital Statistics  System  

OCIO  Office of the Chief  Information Officer  

ONC  Office of the National Coordinator for  IT  

OMB  Office of Management and Budget  

OPRE  Office of Planning, Research and Evaluation (ACF)  

OpDiv  Operating Division (HHS)  

PHI  Protected Health  Information  

PII  Personally  Identifiable Information  

PRA  Paperwork Reduction Act of 1995 

PUF  Public Use File  

RUF  Restricted Use File 
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RDC Research Data Center 

SAMHSA Substance Abuse and Mental Health Administration 

StaffDiv Staffing Division (HHS) 
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APPENDIX A: 2011 HHS DATA STRATEGY PRINCIPLES 

The value of HHS data depends on their relevance, timeliness, availability, and distinctive 
contributions. As HHS develops strategies and recommendations for data collection that move 
the Department forward in achieving these goals, the following principles will guide planning 
efforts. 

Privacy, confidentiality, and security. HHS data describe people’s behavior and experiences. We 
will ensure that all HHS data collection, analysis, and dissemination activities respect the privacy 
of individuals, protect the confidentiality of respondents’ information, and minimize response 
burden. Some HHS data are collected about providers, health care institutions, plans, and 
grantees. In all cases, we will endeavor to carefully balance the need for transparency and 
confidentiality in an appropriate manner and within the confines of the law. 

Relevance. We will continually review our data collection activities and adapt them to reflect 
changes in the range of HHS activities; developments in the sciences of medicine, medical 
practice, public health, and social services; and modifications in data collection activities within 
the Department, in other federal Departments, in states, and in the private sector. 

Efficiency. We will evaluate, assess, and, where appropriate, employ new data collection 
strategies and technologies to ensure that our data are collected as expeditiously and cost-
effectively as possible. We will be mindful of the need to minimize redundancy. 

Availability and ease of use. HHS data have the potential to be useful to everyone. We will make 
the information we collect and our analyses of it available to many different types of users 
through multifaceted dissemination activities and improved user tools. 

Innovation. Data collection and analysis benefit from advances in the sciences of data collection 
technologies, the growing availability of digital information, and statistical methods. We will 
contribute to and make full use of research that evaluates and improves methods, measures, and 
data collection programs. 

Integration. In planning and conducting HHS data collection activities, we will promote 
opportunities for the coordination, integration, and alignment of HHS data collection activities in 
a manner that supports integration across systems; ensures quality, utility, and timeliness; and 
addresses high priority data gaps in a coordinated fashion. In particular, we will aim to align and 
coordinate data capabilities afforded by administrative data systems, EHR systems, and 
information exchange capabilities in meeting data needs and assuring the benefits of these 
initiatives. 

Scientific integrity. As we seek improvements in timeliness and responsiveness to policy and 
program needs, we will be attentive to the requirements of quality, accuracy, and reliability. 
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APPENDIX B: U.S. PRIVACY POLICIES AND LAWS APPLICABLE TO HHS 

What types of policies protect privacy? 

The origins of modern data protection laws can be found in a 1973 advisory committee report to 
the Secretary of the U.S. Department of Health, Education, and Welfare.  In its report, Records, 
Computers, and the Rights of Citizens, the Advisory Committee on Automated Personal Data 
Systems recommended adoption of a Code of Fair Information Practice identifying for the first 
time specified safeguards that, regardless of the type of data being managed, would protect 
individual privacy. These included individual rights, such as the right to obtain access, request 
amendment, and seek redress, and proposed obligations on federal agencies throughout the entire 
life cycle of information, from creation and collection, to use, sharing, and eventual disposal of 
data.  The federal Privacy Act of 1974 was the first law to be based on this Code, and its 
structure was a model for future U.S. and international privacy protections. 

In 2008, the Department  of Homeland Security  (DHS) articulated  the original five elements of  
the Code  as eight Fair  Information Practice Principles (FIPPs):  Transparency,  Individual  
Participation, Purpose Specification, Data Minimization, Use  Limitation, Data Quality and  
Integrity, Security, and Accountability  and Auditing.66   In so doing, DHS incorporated the term  
“personally  identifiable  information (PII),”  that earlier  had been defined by OMB  in its guidance  
to agencies  under the Electronic Government Act  of 2002.67  While the DHS  articulation only  
applied to its own programs and systems, other  agencies have found the formulation useful.  

Many of the laws briefly described in Table B.1: U.S. Privacy Laws Applicable to HHS 
incorporate some or all of the FIPPs. 

Together, the principles of Transparency (notice) and Individual Participation (the right to grant 
or withhold consent to collection) combine to produce what is often referred to as “informed 
consent.”  The use of informed consent respects individual decision making and autonomy by 
allowing individuals to know prior to revealing data about themselves how those data are to be 
used. For example, under the Federal Policy for the Protection of Human Subjects, better known 
as the “Common Rule,” enrolling individuals in research requires legally effective informed 
consent obtained “under circumstances that provide the prospective subject … opportunity to 
consider whether or not to participate and that minimize the possibility of coercion or undue 
influence.” 

The data minimization principle is embodied in the  Privacy Act of 1974, which directs each 
agency to “maintain in its records only such information about an individual as is relevant  and 
necessary to accomplish a purpose of the agency required to be accomplished by statute or by  
executive order of the President.”68  
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Table B.1: U.S. Privacy Laws Applicable to HHS 

Law/Document and Brief Description 

The Privacy Act of 1974 (5 U.S.C. § 552a) 

The Privacy Act of 1974 establishes a code of fair information practice that governs the collection, 
maintenance, use, and dissemination of information about individuals that is maintained by a federal 
agency in a “system of records.”   A system of records is a group of records about living, natural persons, 
under the control of an agency, from which information is retrieved by the name of the individual or by 
another identifier assigned to the individual. 

The Privacy Act requires U.S. government agencies to  give public notice of  the existence of  systems of  
records  by pub lication in the  Federal Register.  The Privacy Act prohibits disclosure from a system of  
records  absent  the written consent of  the individual, unless the disclosure  is pursuant to one of  twelve  
statutory exceptions. Necessary exceptions may be added administratively by publication in  the Federal  
Register  and notice to the  Congress. The Act  also provides individuals with a means by which to access 
or request  amendment  of their records, to seek an  accounting of disclosures, or  to  seek civil  redress. It  
sets forth various agency record-keeping requirements, establishes criminal penalties for violation of  
these requirements, and governs computer matching when used to determine  federal benefits or  
recouping payments. Agencies may choose to exempt themselves from some of these provisions for  
intelligence, law  enforcement, or other necessary equities by rulemaking.  

The Federal Information Security Modernization Act of 2014 (FISMA) (44 U.S.C. §§ 3551-3558) 

FISMA requires each agency to develop, document, and implement an agency-wide information security 
program that includes plans and procedures for ensuring continuity of operations of information systems 
that support the operations and assets of the agency. 

Electronic Government Act of 2002 (E-Gov, 44 U.S.C. § 3501 note) 

The Electronic Government Act of 2002 recognized that advances in technology, networks, internet 
access, and communications also have important ramifications for the protection of personal information 
contained in government records and systems.  

Section 208 of E-Gov requires all federal  agencies that  develop or procure new IT,  or that make 
substantial changes to existing  IT, involving the  collection, maintenance, or dissemination of  
“information in  identifiable form,”, to undergo a process of  privacy impact assessment (PIA). A PIA is  
an analysis of how  covered  information is  collected, stored, protected, shared, and managed. The purpose  
of a PIA is to demonstrate that system owners and developers have incorporated privacy protections 
throughout the entire life cycle of a system. The result  of the analysis is memorialized in a document that  
is also known as a Privacy Impact Assessment.  

The Act requires an agency to make PIAs publicly available, except when an agency, in its discretion, 
determines that publication of the PIA would raise security concerns, reveal classified information, or 
compromise sensitive information (e.g., potentially damaging to the national interest, law enforcement 
efforts, or competitive business information contained in the assessment). 
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Law/Document and Brief Description 

Confidential Information Protection and Statistical Efficiency Act (CIPSEA) 
(44 U.S.C Ch. 35, Subch. III) 

CIPSEA provides strong confidentiality protections for statistical information collections, such as 
surveys and censuses, as well as for other statistical activities, such as data analysis, modeling, and 
sample design, that are sponsored or conducted by federal agencies.  It dictates that data or information 
acquired by an agency under a pledge of confidentiality and for exclusively statistical purposes shall be 
used exclusively for statistical purposes and only disclosed in identifiable form to another statistical 
agency for a statistical purpose, except with the informed consent of the subject. It establishes felony 
penalties for willfully disclosing information protected by CIPSEA to someone not entitled to receive it. 

Paperwork Reduction Act of 1995 (PRA) (44 U.S.C. § Chapter 35 et seq) 

The PRA, signed into law in 1980 and reauthorized in 1995, provides the statutory framework for the 
federal government’s collection of information from the public. The goals of the PRA include (1) 
minimizing paperwork and reporting burdens on the American public and (2) ensuring the maximum 
possible utility from the information collected. 

To support these goals, the PRA requires federal agencies to take specific steps before requiring or 
requesting information from the public, or requiring regulatory recordkeeping or disclosure. These steps 
include seeking public comment on proposed information collections and submitting proposed 
collections for review and approval by the Office of Management and Budget (OMB). Within OMB, the 
Office of Information and Regulatory Affairs (OIRA) carries out the information collection review. 

Among the purposes of the PRA is to ensure that the creation, collection, maintenance, use, 
dissemination, and disposition of information by or for the federal government is consistent with 
applicable laws, including laws relating to privacy and confidentiality, such as the Privacy Act of 1974; 
security of information, and access to information, including under the Freedom of Information Act. 

21st Century Cures Act (Public Law No: 114-255) 

The 21st Century Cures Act is intended to accelerate the discovery, development, and delivery of 21st 

century cures, and for other purposes. It includes the strengthening of provisions governing the granting 
of “certificates of confidentiality” to research that collects individually identifiable data in order to 
protect that data from legal demands such as service of process, subpoenas, or court orders. The program 
mandates the Secretary of HHS to provide a Certificate of Confidentiality to any federally sponsored 
research, and permits the Secretary to provide a certificate voluntarily to non-federally funded research. 

Federal Policy for the Protection of Human Subjects (Common Rule) (42 U.S.C. § 289) 

The National Research Act of 1974 (Pub. L. 93-348) established the National Commission for the 
Protection of Human Subjects of Biomedical and Behavioral Research which, in 1979, published a very 
influential document, known as the Belmont Report, on which the current U.S. system of protection for 
human research subjects is based. 

Congress enacted  a law requiring  that each entity  that  applies for a grant, contract, or cooperative 
agreement  involving the conduct  of biomedical or behavioral research involving human subjects  set up 
an  Institutional Review Board  (IRB) to review  the  research  in order to protect the  rights of the  human 
subjects.   
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Law/Document and Brief Description 

Fifteen federal departments and agencies simultaneously promulgated coordinated regulations in 1991 
regarding the protection of human subjects, which together became known as the: Common Rule.” The 
HHS regulations, 45 CFR part 46, include four subparts: subpart A, also known as the Federal Policy or 
the Common Rule; subpart B, additional protections for pregnant women, human fetuses, and neonates; 
subpart C, additional protections for prisoners; and subpart D, additional protections for children. A fifth 
subpart, subpart E, which concerns registration of IRBs, was added in 2009. 

For all participating departments and agencies, the Common Rule outlines the basic provisions for IRBs, 
informed consent, and Assurances of Compliance. Human subject research is governed by the regulations 
of the department or agency supporting the research. The head of that department or agency retains final 
judgment as to whether a particular activity it conducts or supports is covered by the Common Rule. 

HHS and 15 other federal departments and agencies have issued final revisions to the Common Rule. The 
final Common Rule was published in the Federal Register on January 19, 2017. It implements new steps 
to better protect human subjects involved in research while facilitating valuable research and reducing 
burden, delay, and ambiguity for investigators. 

Health Insurance Portability and Accountability Act, as amended (HIPAA Privacy, Security, and 
Breach Notification Rules) (45 C.F.R. Parts 160 and 164) 

HIPAA Privacy Rule 
The HIPAA Privacy Rule, 45 C.F.R. Part 164, Subpart E, adopted by HHS pursuant to HIPAA, 
establishes national standards to protect individuals' health information, called “protected health 
information” (PHI).  HIPAA applies to covered entities, including health plans, health care 
clearinghouses, and those health care providers that conduct certain health care transactions 
electronically as well as their business associates.  Within HHS, there are four covered entities: 
the Centers for Medicare and Medicaid Services, Indian Health Service, HHS components 
administering health benefits for the Commissioned Corps, and The World Trade Center Health 
Program. 

A major purpose of the Privacy Rule is to define  and limit the circumstances in which an 
individual’s  PHI may be  used or disclosed by covered entities.  
A covered entity may not use or disclose protected health information, except  as the Privacy 
Rule permits or requires  or as the individual who is the subject of the information authorizes in 
writing.  The Privacy Rule provides patients with certain rights,  including the right to examine  
and obtain a copy of their health records and to request corrections. A central aspect of the 
Privacy Rule is the principle of “minimum necessary” use and disclosure. A covered entity must  
make reasonable  efforts to use, disclose, and request only the minimum amount of  PHI  needed  
to accomplish the intended purpose of the use, disclosure, or request.  
HIPAA Security Rule 
The HIPAA Security Rule, 45 C.F.R. Part 164, subpart C, adopted by HHS pursuant to HIPAA, 
establishes national standards to protect individuals’ electronic PHI that is created, received, used, or 
maintained by a covered entity or business associate. The Security Rule requires appropriate 
administrative, physical, and technical safeguards to ensure the confidentiality, integrity, and security of 
electronic PHI. 
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Law/Document and Brief Description 

HIPAA Breach Notification Rule 
The HIPAA Breach Notification Rule, 45 C.F.R. Part 164, subpart D, requires HIPAA-covered entities 
and their business associates to provide notification following a breach of unsecured PHI. 

Drug Abuse Prevention, Treatment, and Rehabilitation Act (Confidentiality of Alcohol and Drug 
Abuse Patient Records) (42 U.S.C § 290dd–2 and 42. C.F.R. Part 2) 

Confidentiality of patient records of the identity, diagnosis, prognosis, or treatment of a substance use 
disorder (alcohol and drug abuse) is governed by 42 U.S.C § 290dd–2 and 42 C.F.R Part 2. The statute 
and regulation require that records related to patients’ substance use disorders remain confidential and 
subject to certain specific exceptions or to patients’ consent for disclosing such information. The statute 
extends to cover “any program or activity relating to substance abuse education, prevention, training, 
treatment, rehabilitation, or research, which is conducted, regulated, or directly or indirectly assisted by 
any department or agency of the United States.” 

Title 13 U. S. Code (Census Bureau) 

The U.S. Census Bureau is bound by Title 13 of the United States Code. These laws not only provide 
authority for the work of the Census Bureau, but provide strong protection for the information the Census 
Bureau collects from individuals and businesses: Private information is never published. It is against the 
law to disclose or publish any private information that identifies an individual or business, including 
names, addresses (including GPS coordinates), Social Security numbers, and telephone numbers. 
•  The Census Bureau collects information to produce statistics, and the information may only be  

disclosed in de-identified, aggregate form  for  the purpose of statistical activities or reporting. 
•  Personal  information cannot be used  against respondents by any government agency or court.  
•  Census Bureau employees are sworn  to protect confidentiality. People sworn  to uphold Title 13 

are legally required  to maintain the confidentiality of  Census  data. Every person with  access to  
Census  data is sworn for life to protect  the  information they had access  to during their tenure at the 
Census Bureau.  

•  Violating the law is a  serious federal  crime. Anyone who violates this law will  face severe 
penalties, including a federal prison sentence of up to five years, a  fine of  up to $250,000, or both.  

Reference: The Census Bureau, 
https://www.census.gov/history/www/reference/privacy_confidentiality/title_13_us_code.html 

Federal Information Technology Acquisition Reform Act (FITARA) 

FITARA was enacted on December 19, 2014, and outlines specific requirements related to (1) CIO 
authority enhancements; (2) enhanced transparency and improved risk management in IT investments; 
(3) portfolio reviews; (4) expansion of training and use of IT cadres; (5) the Federal Data Center 
Consolidation Initiative (FDCCI), more recently known as the Data Center Optimization Initiative 
(DCOI); (6) maximizing the benefit of the federal strategic sourcing initiative (SSI); and (7) a 
government-wide software purchasing program. The goal of FITARA is to eliminate duplication and 
waste in the acquisition of IT for the federal government. The goals of the legislation are reducing 
duplicative systems, examining software licensing options, making the business case for acquisition, and 
the consolidation of data centers. The objective of FITARA is to improve the management of IT within 
an agency and, hence, improve the ability for that agency to deliver its mission and conduct its business. 

Reference: TTS Handbook, https://handbook.18f.gov/fitara/ 
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Law/Document and Brief Description 

National Center for Health Statistics (NCHS) Confidentiality Statute (42 U.S.C. 242m(d)) 

NCHS is designated as a Federal Statistical Unit and complies with the November 2014 OMB Statistical 
Policy Directive No. 1, The legislation that created NCHS and that authorizes data collection, the Public 
Health Service Act, contains a provision (42 U.S.C. § 242m(d)) that that prohibits NCHS from using any 
personal information collected by survey for any purpose other than what was described to survey 
participants and from sharing that information with anyone not clearly mentioned to the participants. This 
provision enables NCHS to ensure that their survey respondents’ information remains strictly 
confidential. 

Reference: National Center for Health Statistics, 
https://www.cdc.gov/nchs/about/policy/confidentiality.htm 

SAMHSA, Center for Behavioral Health Statistics and Quality (CBHSQ) 
(42 U.S.C. § 290aa(p)) 

CBHSQ is designated as a Federal Statistical Unit and complies with the November 2014 OMB 
Statistical Policy Directive No. 1, and its data collection authority/mandate is from Section 505 of the 
Public Health Service Act (42 U.S.C. § 290aa-4). 

That provision limits the use of identifiable information collected by SAMHSA for statistical purposes to 
the production of statistical information, and prohibits disclosure or publication of identifiable 
information, unless with the consent of the subject. 

Reference: SAMHSA’s Center for Behavioral Health Statistics and Quality, 
https://www.samhsa.gov/data/about-us 
Cornell Law Library, https://www.law.cornell.edu/uscode/text/42/290aa 

Cybersecurity Information Sharing Act of 2015 (CISA) 
(6 U.S.C. §§ 149, 151, 1501-1510, 1521-1525, 1531-1533) 

Congress enacted CISA, Title I of the Cybersecurity Act, to direct the Department of Homeland Security, 
in collaboration with other named agencies, including HHS, to create a voluntary cybersecurity 
information sharing process that will protect participants from certain types of liability and encourage 
public and private entities to share cyber threat information in real time while protecting the privacy and 
civil liberties of individuals. 

The Children’s Online Privacy Protection Act (COPPA) ( 15 U.S.C. §§ 6501-6505) 

COPPA imposes certain requirements on operators of websites or online services directed to children 
under 13 years of age, and on operators of other websites or online services that have actual knowledge 
that they are collecting personal information online from a child under 13 years of age. Federal agencies, 
including HHS, are also subject to this law. COPPA requires operators of websites to ask visitors to their 
sites whether they are over the age of 13, and, if not, direct them to obtain the consent of a parent or other 
responsible adult prior to obtaining access. 

50 


https://www.cdc.gov/nchs/about/policy/confidentiality.htm
https://www.samhsa.gov/data/about-us
https://www.law.cornell.edu/uscode/text/42/290aa


  

 
   

   
 

   
  

   

 
 

 

    

 

     
   

    

 
 

    

   
   

 
 

  
  

    
 

  
  

 
  

   
    

  

Law/Document and Brief Description 

OMB Circular A-108 
Federal Agency Responsibilities for Review, Reporting, and Publication under the Privacy Act 

This OMB Circular, re-released in December 2016, Provides guidance on implementation and reporting 
requirements under the Privacy Act of 1974.  It covers reporting requirements on new and revised 
systems of records, new or revised routine uses, computer matching programs, the documents required 
for submission to OMB and the Congress when requesting review, and the timing and deadlines 
associated with such requests. 

Reference: OMB, 
https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/circulars/A108/omb_circular_a-108.pdf 

OMB M-07-16 

Safeguarding Against and Responding to the Breach of Personally Identifiable Information. 

This Memorandum, issued by OMB in May 2007, sets out a framework intended to reduce risks related 
to a data breach of personally identifiable information.  It requires agencies to develop and publish a 
breach notification policy. The policy must include requirements for reporting and handling incidents, 
external breach notification, and the responsibilities of individuals authorized to access personally 
identifiable information. 

Reference: OMB, 
https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/memoranda/2007/m07-16.pdf 

The National Institute of Standards and Technology (NIST) 

NIST Special Publication: Security and Privacy Controls for Federal Information Systems  
and Organizations  
This publication provides a catalog of security and privacy controls for federal information systems and 
organizations and a process for selecting controls to protect organizational operations (including mission, 
functions, image, and reputation), organizational assets, individuals, other organizations, and the Nation 
from a diverse set of threats including hostile cyber attacks, natural disasters, structural failures, and 
human errors (both intentional and unintentional). The security and privacy controls are customizable 
and implemented as part of an organization-wide process that manages information security and privacy 
risk. The controls address a diverse set of security and privacy requirements across the federal 
government and critical infrastructure, derived from legislation, Executive Orders, policies, directives, 
regulations, standards, and/or mission/business needs. The publication also describes how to develop 
specialized sets of controls, or overlays, tailored for specific types of missions/business functions, 
technologies, or environments of operation. Finally, the catalog of security controls addresses security 
from both a functionality perspective (the strength of security functions and mechanisms provided) and 
an assurance perspective (the measures of confidence in the implemented security capability). 
Addressing both security functionality and assurance helps to ensure that information technology 
component products and the information systems built from those products using sound system and 
security engineering principles are sufficiently trustworthy. 

51 


https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/circulars/A108/omb_circular_a-108.pdf
https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/memoranda/2007/m07-16.pdf


  

  

  

 

Law/Document and Brief Description 

Reference: NIST, https://csrc.nist.gov/publications/detail/sp/800-53/rev-4/final 
NIST  Cybersecurity Framework  

This voluntary Framework  consists of  standards, guidelines, and best practices for  managing  
cybersecurity-related risk. The Framework’s prioritized, flexible, and cost-effective approach helps  to 
promote the protection and resilience of critical  infrastructure and other  sectors  important  to the economy  
and national security. 

Reference: NIST, https://www.nist.gov/cyberframework 
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At a Glance 
Some Members of Congress have proposed establishing a single-payer health 
care system in the United States to ensure that virtually everyone has health 
insurance. In a typical single-payer system, people enroll in a health plan oper
ated by the government, and the receipts and expenditures associated with the 
plan appear in the government’s budget. 

This report describes the primary features of single-payer systems, and it 
discusses some of the design considerations and choices that policymakers will 
face as they develop proposals for establishing such a system in the United 
States. The report does not address all of the issues involved in designing, 
implementing, and transitioning to a single-payer system, nor does it analyze 
the budgetary effects of any specific proposal. 

Some of the key design considerations for policymakers interested in establish
ing a single-payer system include the following: 

•	 How would the government administer a single-payer health plan? 

•	 Who would be eligible for the plan, and what benefits would it cover? 

•	 What cost sharing, if any, would the plan require? 

•	 What role, if any, would private insurance and other public programs have? 

•	 Which providers would be allowed to participate, and who would own the 
hospitals and employ the providers? 

•	 How would the single-payer system set provider payment rates and 
purchase prescription drugs? 

•	 How would the single-payer system contain health care costs? 

•	 How would the system be financed? 

For each question, this report discusses various options and provides a 
qualitative assessment of the trade-offs they present. 

www.cbo.gov/publication/55150 

http://www.cbo.gov/publication/55150
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Key Design Components and Considerations for 

Establishing a Single-Payer Health Care System
 

Introduction 
Congressional interest in substantially increasing the 
number of people who have health insurance has grown 
in recent years. Some Members of Congress have pro
posed establishing a single-payer health care system 
to achieve universal health insurance coverage. In this 
report, the Congressional Budget Office describes the 
primary features of single-payer systems, as well as some 
of the key considerations for designing such a system in 
the United States (see Figure 1). 

Establishing a single-payer system would be a major 
undertaking that would involve substantial changes in 
the sources and extent of coverage, provider payment 
rates, and financing methods of health care in the United 
States. This report does not address all of the issues 
that the complex task of designing, implementing, and 
transitioning to a single-payer system would entail, nor 
does it analyze the budgetary effects of any specific bill or 
proposal. 

About 29 million people under age 65 were uninsured 
in an average month in 2018, according to estimates by 
CBO and the staff of the Joint Committee on Taxation.1  
Although a single-payer system could substantially 
reduce the number of people who lack insurance, the 
change in the number of people who are uninsured 
would depend on the system’s design. For example, some 
people (such as noncitizens who are not lawfully present 
in the United States) might not be eligible for coverage 
under a single-payer system and thus might be unin
sured. This report uses the term “universal coverage” to 
characterize systems in which virtually all people in an 
eligible population have health insurance. 

Single-Payer Health Care Systems 
Although single-payer systems can have a variety of 
different features and have been defined in many ways, 
health care systems are typically considered single-payer 
systems if they have these four key features: 

•	 The government entity (or government-contracted
entity) operating the public health plan is responsible
for most operational functions of the plan, such
as defining the eligible population, specifying the
covered services, collecting the resources needed for
the plan, and paying providers for covered services;

•	 The eligible population is required to contribute
toward financing the system;

•	 The receipts and expenditures associated with the
plan appear in the government’s budget; and

•	 Private insurance, if allowed, generally plays a
relatively small role and supplements the coverage
provided under the public plan.2  

In the United States, the traditional Medicare program 
is considered an example of an existing single-payer 
system for elderly and disabled people, but analysts 
disagree about whether the entire Medicare program 
is a single-payer system because private insurers play a 
significant role in delivering Medicare benefits outside 
the traditional Medicare program. Medicare beneficiaries 
can choose to receive benefits under Part A (Hospital 
Insurance) and Part B (Medical Insurance) in the tradi
tional Medicare program or through one of the private 
insurers participating in the Medicare Advantage pro
gram. Those private insurers compete for enrollees with 
each other and with the traditional Medicare program, 

1.	  See Congressional Budget Office, Health Insurance Coverage for
People Under Age 65: Definitions and Estimates for 2015 to 2018
(April 2019), www.cbo.gov/publication/55094.

2.	  See Jodi L. Liu and Robert H. Brook, “What Is Single-Payer
Health Care? A Review of Definitions and Proposals in the U.S.,”
Journal of General Internal Medicine, vol. 32, no. 7 (July 2017),
pp. 822–831, https://doi.org/10.1007/s11606-017-4063-5.

http://www.cbo.gov/publication/55094
https://doi.org/10.1007/s11606-017-4063-5
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Figure 1. 

Designing a Single-Payer Health Care System 
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and Financing 
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cover, and would it cover 
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Source: Congressional Budget Office. 

IT = information technology. 

and they accept both the responsibility and the financial 
risk of providing Medicare benefits. The Medicare pre
scription drug program (Part D) is delivered exclusively 
by private insurers. 

Australia, Canada, Denmark, England, Sweden, and 
Taiwan are among the countries that are typically 
considered to have single-payer systems. Although some 
design features vary across those systems, they all achieve 
universal coverage by providing eligible people access to 
a specified set of health services regardless of their health 
status (see Table 1). Other countries, including Germany,
the Netherlands, and Switzerland, have achieved uni
versal coverage through highly regulated multipayer 

 

systems, in which more than one insurer provides health 
insurance coverage.3 

Differences Between Single-Payer Health Care 
Systems and the Current U.S. System 
Establishing a single-payer system in the United States 
would involve significant changes for all participants— 
individuals, providers, insurers, employers, and man
ufacturers of drugs and medical devices—because a 

3.	  See Peter Hussey and Gerard F. Anderson, “A Comparison of
Single- and Multi-Payer Health Insurance Systems and Options
for Reform,” Health Policy, vol. 66, no. 3 (December 2003),
pp. 215–228, https://doi.org/10.1016/S0168-8510(03)00050-2.

https://doi.org/10.1016/S0168-8510(03)00050-2
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single-payer system would differ from the current system 
in many ways, including sources and extent of cover
age, provider payment rates, and methods of financ
ing. Because health care spending in the United States 
currently accounts for about one-sixth of the nation’s 
gross domestic product, those changes could significantly 
affect the overall U.S. economy.4  

For both the economy and participants in the single- 
payer system, the consequences would depend on how 
all stakeholders responded to the system’s various design 
features and how those responses interacted within the 
health care system and with the rest of the economy. 
The magnitude of those responses is difficult to pre
dict because the existing evidence is based on previous 
changes that were much smaller in scale. Although 
policymakers could design a single-payer system with 
an intended objective in mind, the way the system was 
implemented could cause substantial uncertainty for all 
participants. That uncertainty could arise from politi
cal and budgetary processes, for example, or from the 
responses of other participants in the system. To mitigate 
uncertainty during the system’s implementation, policy
makers could develop administrative and governance 
structures to continuously monitor its performance and 
respond quickly to any issues that arise. 

The transition toward a single-payer system could be 
complicated, challenging, and potentially disruptive. 
To smooth that transition, features of the single-payer 
system that would cause the largest changes from the 
current system could be phased in gradually to minimize 
their impact. Policymakers would need to consider how 
quickly people with private insurance would switch their 
coverage to the new public plan, what would happen to 
workers in the health insurance industry if private insur
ance was banned entirely or its role was limited, and how 
quickly provider payment rates under the single-payer 
system would be phased in from current levels. Although 
the transition toward a single-payer system would require 
considerable attention from policymakers, this report 
does not focus on the transition process. 

Coverage. In a single-payer system that achieved uni
versal coverage, everyone eligible would receive health 
insurance coverage with a specified set of benefits 
regardless of their health status. Under the current 
system, CBO estimates, an average of 29 million peo
ple per month—11 percent of U.S. residents under age 
65—were uninsured in 2018.5 Most (or perhaps all) of 
those people would be covered by the public plan under 
a single-payer system, depending on who was eligible. 
A key design choice is whether noncitizens who are not 
lawfully present would be eligible. An average of 11 mil
lion people per month fell into that category in 2018, 
according to CBO’s estimates, and they might not have 
health insurance under a single-payer system if they 
were not eligible for the public plan. About half of those 
11 million people had health insurance in 2018. 

People who are currently insured receive their cover
age through various sources. Almost all people age 65 
or older, or about one-sixth of the population, receive 
coverage through the Medicare program. CBO and the 
Joint Committee on Taxation estimate that, in 2018, a 
monthly average of about 243 million people under age 
65 had health insurance. About two-thirds of them, or 
an estimated 160 million people, had health insurance 
through an employer. Roughly another quarter of that 
population, or about 69 million people, are estimated to 
have been enrolled in Medicaid or the Children’s Health 
Insurance Program (CHIP). A smaller proportion of 
people under age 65 had nongroup coverage, Medicare, 
or coverage through other sources.6  

Under a single-payer system, people who currently 
have private insurance would enroll in the public plan. 
Depending on the design of the single-payer system, 
however, those people might be allowed to retain private 
coverage that supplements the coverage under the public 
plan. People who currently have public coverage could 
continue to have such coverage under a single-payer 
system, although their covered benefits and cost sharing 
might change, depending on the system’s design. 

Costs. Government spending on health care would 
increase substantially under a single-payer system because 
the government (federal or state) would pay a large 

4.	  In 2017, health spending accounted for 17.9 percent of the
nation’s gross domestic product. See Anne B. Martin and
others, “National Health Care Spending in 2017: Growth
Slows to Post-Great Recession Rates; Share of GDP Stabilizes,”
Health Affairs, vol. 38, no. 1 (January 2019), pp. 96–106,
https://doi.org/10.1377/hlthaff.2018.05085.

5.	  See Congressional Budget Office. Health Insurance Coverage for
People Under Age 65: Definitions and Estimates for 2015 to 2018
(April 2019), www.cbo.gov/publication/55094.

6.	  Ibid.

https://doi.org/10.1377/hlthaff.2018.05085
http://www.cbo.gov/publication/55094
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Table 1. 

Key Features of Single-Payer Health Care Systems in Selected Countries 

Design Features Australia Canada Denmark England Sweden Taiwan 

Level of Administration National  
government 

Provincial or 
territorial  
government 

National  
government; 
administrative 
regions provide 
care 

National 
government

National 
government; 
county councils 
responsible for 
most financing 
and purchasing 

National  
government  

Eligibility 
Universal coverage Yes Yes Yes Yes Yes Yes 
Separate public programs for 
certain groups other than 
military 

Yes Yes Yes No No No 

Mandated Benefit Package 
Hospital and physicians’ services Yes Yes Yes Yes Yes Yes 
Outpatient prescription drugs Yes No Yes Yes Yes Yes 
LTSS Limited No Yes Limited Yes No 
Dental, vision, and mental health 
services 

Limited No Yes Yes Yes Yes 

Cost Sharing 
Hospital and physicians’ services Yes No No, except visits 

without referrals 
No Yes Yes 

Prescription drugs Yes n.a. Yes Yes Yes Yes 
LTSS Yes n.a. No Yes Yes n.a. 
Dental, vision, and mental health 
services 

Yes n.a. Yes, for dental  
and vision 

Yes Yes Yes 

Limit on out-of-pocket spending Yes, for  
prescription 
drugs 

No No, but  
copayments 
decrease with 
higher out-of
pocket spending 
on prescription 
drugs 

No Yes Yes 

Reduction or exemption available Yes Yesa Yes Yes Yes Yes 

Private Health Insurance 
Supplementalb Yes Yes Yes No No Yes 
Substitutivec No No No No No No 
Other types of private insuranced Yes No Yes Yes Yes No 

Participating Provider Rules 
Balance billing allowed Yes No No No No No 
Payments from private-pay 
patients for covered services 

Yes No Yes Yes Yes No 

Hospitalse 

Primary ownership Mixed Mixed Public Public Public Private 
Primary payment method Global budgets 

and DRG in 
public hospitals; 
FFS in private 
hospitals 

Global budget Global budget DRG Global budgets 
and DRG 

FFS with 
overall global 
budget 

Continued 
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 Table 1. Continued 

Key Features of Single-Payer Health Care Systems in Selected Countries 

Design Features Australia Canada Denmark England Sweden Taiwan 

Primary Care Physicianse 

Primary employment Private Private Private Private Mixed Private 
Primary payment method FFS FFS FFS Capitation Capitation FFS with 

overall global 
budget 

Outpatient Specialist Physicianse 

Primary employment Mixed Private Mixed Public Mixed Private 
Primary payment method FFS FFS FFS for self- 

employed 
providers; salary 
for public hospital 
employees 

Salary Per-case  
payment 

Salary 

Prescription Drugs 
Primary payment method Internal  

reference
pricing 

External  
reference  
pricing 

Internal  
reference pricing;  
price-cap  
agreement for 
drugs with no  
generic  
equivalents 

Negotiated  
profit caps 

Value-based 
payment 

Value-based
payment 

Main Source of Financing General tax 
revenues and 
earmarked tax 
revenues 

Provincial and 
federal general 
tax revenues 

Earmarked  
income tax 

General 
revenues 
and payroll
taxes 

General  
revenues  
raised by  
county  
councils,  
municipalities, 
and nationally 

Payroll-based 
premium, 
supplementary 
premium based 
on nonpayroll 
income, general 
revenues,  
tobacco tax, 
lottery gains 

Source: Congressional Budget Office.
 

DRG = diagnosis-related groups; FFS = fee for service; LTSS = long-term services and supports; n.a. = not applicable.
 

a. Cost-sharing reductions or exemptions are available for prescription drugs in some provinces. 

b. Supplemental insurance could cover services not included in the single-payer plan, such as dental, vision, or hearing. It could also reduce enrollees’ 
cost sharing, like the private plans that many Medicare beneficiaries purchase. 

c. Substitutive insurance, which duplicates the benefits of the single-payer health plan, could be offered to people who are not eligible for the single-
payer system, such as noncitizens who have recently entered the country or temporary visitors. It could also be an alternative source of coverage if 
people are allowed to opt out of the single-payer system. 

d. Other types of private insurance could provide benefit enhancements, such as faster access to care, private rooms instead of semiprivate rooms for 
inpatient stays, and a greater choice of providers. 

e. Refers to the characteristics of a typical entity in each system. 
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share of all national health care costs directly. Currently, 
national health care spending—which totaled $3.5 tril
lion in 2017—is financed through a mix of public and 
private sources, with private sources such as businesses 
and households contributing just under half that amount 
and public sources contributing the rest (in direct spend
ing as well as through forgone revenues from tax subsi
dies).7 Shifting such a large amount of expenditures from 
private to public sources would significantly increase 
government spending and require substantial additional 
government resources. The amount of those additional 
resources would depend on the system’s design and on 
the choice of whether or not to increase budget deficits. 
Total national health care spending under a single-payer 
system might be higher or lower than under the current 
system depending on the key features of the new system, 
such as the services covered, the provider payment rates, 
and patient cost-sharing requirements. 

Other Consequences. A single-payer system would 
present both opportunities and risks for the health care 
system. It would probably have lower administrative 
costs than the current system—following the exam
ple of Medicare and of single-payer systems in other 
countries—because it would consolidate administrative 
tasks and eliminate insurers’ profits. Moreover, unlike 
private insurers, which can experience substantial 
enrollee turnover over time, a single-payer system with
out that turnover would have a greater incentive to invest 
in measures to improve people’s health and in preventive 
measures that have been shown to reduce costs. Whether 
the single-payer plan would act on that incentive is 
unknown. 

An expansion of insurance coverage under a single-payer 
system would increase the demand for care and put 
pressure on the available supply of care. People who are 
currently uninsured would receive coverage, and some 
people who are currently insured could receive additional 
benefits under the single-payer system, depending on 
its design. Whether the supply of providers would be 
adequate to meet the greater demand would depend 
on various components of the system, such as provider 
payment rates. If the number of providers was not 
sufficient to meet demand, patients might face increased 
wait times and reduced access to care. In the longer run, 
the government could implement policies to increase the 
supply of providers. 

Because the public plan would provide a specified set 
of health care services to everyone eligible, participants 
would not have a choice of insurer or health benefits. 
Compared with the options available under the current 
system, the benefits provided by the public plan might 
not address the needs of some people. For example, 
under the current system, young and healthy people 
might prefer not to purchase any coverage, or they might 
prefer to purchase coverage with high deductibles or 
fewer benefits. And, unlike a system with competing 
private insurers, the public plan might not be as quick to 
meet patients’ needs, such as covering new treatments. 
Policymakers could try to design the governance struc
ture of the single-payer system so that it would respond 
to the shifting needs of enrollees in a timely manner. 

In addition to its potential effects on the health care sector, 
a single-payer system would affect other sectors of the 
economy that are beyond the scope of this report. For 
example, labor supply and employees’ compensation could 
change because health insurance is an important part of 
employees’ compensation under the current system. 

Design Components and Considerations for 
Establishing a Single-Payer System 
This report focuses on the following key design compo
nents and considerations for policymakers interested in 
establishing a single-payer system: 

•	 How would the government administer a single-payer
health plan?

•	 Who would be eligible for the plan, and what benefits
would it cover?

7.	  The estimate of national health care spending is from Centers
for Medicare & Medicaid Services, National Health Expenditure
Accounts, “National Health Expenditures by Type of Service
and Source of Funds: Calendar Years 1960–2017” (accessed
February 15, 2019), https://go.usa.gov/xEUS6. To estimate the
share of national health care spending that comes from private
sources, CBO adjusted those published figures to include the
federal tax exclusion for employment-based health insurance as
a part of spending from public sources. The federal government
subsidizes a substantial part of private spending (as defined in
the National Health Expenditure Accounts), primarily through
the tax exclusion for employment-based health insurance. That
tax exclusion cost the federal government about $300 billion in
2018. See Congressional Budget Office, “Reduce Tax Subsidies
for Employment-Based Health Insurance,” Options for Reducing
the Deficit: 2019 to 2028 (December 2018), www.cbo.gov/
budget-options/2018/54798.

https://go.usa.gov/xEUS6
http://www.cbo.gov/budget-options/2018/54798
http://www.cbo.gov/budget-options/2018/54798
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•	 What cost sharing, if any, would the plan require?

•	 What role, if any, would private insurance and other
public programs have?

•	 Which providers would be allowed to participate,
and who would own the hospitals and employ the
providers?

•	 How would the single-payer system set provider
payment rates and purchase prescription drugs?

•	 How would the system be financed?

How Would the Government Administer a 
Single-Payer Health Plan? 
The federal government could administer a single-payer 
health plan at the national level; the federal government 
could administer some functions and delegate other 
functions to state and local governments; or state gov
ernments could administer the single-payer health plan 
with broad federal oversight. Regardless of the level of 
administration, a standardized information technology 
(IT) system could help the single-payer system coordi
nate patient care. The design and infrastructure of the 
single-payer system would affect its administrative costs. 

Federal and State Roles 
A single-payer health plan administered at the federal 
level could be modeled on the medical benefit portion of 
the Medicare fee-for-service (FFS) program.8 By contrast, 
a state-based single-payer health plan could follow the 
Medicaid program, with some or all costs of the system 
appearing in the states’ budgets. Alternatively, the federal 
government could contract with a third party to admin
ister the benefits of the single-payer plan. 

For a single-payer health plan administered at the state 
level, the federal government could still mandate certain 
nationwide design features and determine the amount 
of flexibility states would have in specifying their own 
design features. For example, the federal government 
could give states matching funds if they met certain min
imum standards for eligibility, covered benefits, or other 
conditions. States could then accept the federal funding 
and implement a single-payer health plan, or they could 

also offer more expansive benefits but be responsible for 
the additional costs. If a state decided not to accept fed
eral funding, it would probably not be required to adopt 
a single-payer health plan, much like states’ current 
voluntary participation in the Medicaid program.9 In  
addition, states would need to establish agreements with 
other states to address issues such as payment for services 
received out of state and the eligibility and plan contri
butions of nonresidents who work in a state. 

In other countries, single-payer systems are administered 
at different levels of government. England’s single-payer 
system is administered at the national level. In Canada, 
the provinces and territories administer the system, and 
the federal government imposes certain requirements in 
exchange for federal funding. 

Standardized Information Technology 
Infrastructure 
A standardized IT system could help a single-payer 
system coordinate patient care by implementing porta
ble electronic medical records and reducing duplicated 
services. To achieve those potential benefits, the IT sys
tem would need to accommodate all types of providers, 
particularly those in small practices or rural areas, and 
address compatibility issues between existing electronic 
medical records systems.10 Establishing an interoperable 
IT system under a single-payer system would have many 
of the same challenges as establishing an interoperable IT 
system in the current health care system with its many 
different providers and vendors. The IT system would 
also need to overcome the challenges of interfacing across 
multiple state and federal agencies. 

8.	  This report uses the common practice of referring to the
traditional Medicare program as the Medicare FFS program, even
though the program pays for some services on an FFS basis and
other services using other methods.

9.	  The Medicaid program was created in 1965. State participation
is voluntary, and participating states receive federal funds for
providing a defined set of medical and long-term care benefits
to the eligible population. Nearly all states adopted Medicaid by
January 1970, but Alaska did not join until 1972 and Arizona
implemented Medicaid through a waiver program in 1982. See
Kaiser Family Foundation, A Historical Review of How States Have
Responded to the Availability of Federal Funds for Health Coverage 
(August 2012), https://tinyurl.com/yc7pqtbj (PDF, 438 KB).
See also National Federation of Independent Business v. Sebelius
567 U.S. 519 (2012).

10. See Julia Adler-Milstein and others, “Electronic Health Record
Adoption in US Hospitals: Progress Continues, but Challenges
Persist,” Health Affairs, vol. 34, no. 12 (December 2015),
pp. 2174–2180, https://doi.org/10.1377/hlthaff.2015.0992;
Dawn Heisey-Grove and Jennifer A. King, “Physician and
Practice-Level Drivers and Disparities Around Meaningful Use
Progress,” Health Services Research,  vol. 52, no. 1 (February 2017),
pp. 244–267, https://doi.org/10.1111/1475-6773.12481.

https://tinyurl.com/yc7pqtbj
https://doi.org/10.1111/1475-6773.12481
https://doi.org/10.1377/hlthaff.2015.0992
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Taiwan’s single-payer program has a robust IT system.  
Participants have National Health Insurance cards that  
store personal information, including recent visits to  
health care providers, diagnoses, and prescriptions.  
Providers must report all services delivered to patients each  
day to the National Health Insurance Administration,  
which tracks use of services and costs in near-real time.  
Other IT initiatives in Taiwan track patients’ medical  
history and monitor prescription drugs.11 

Administrative Costs 
The design of the single-payer system and its infrastruc
ture would affect its administrative costs. In the United  
States, administrative costs as a share of total expendi
tures vary greatly by type of insurer. In 2017, the federal  
government’s cost of administering the Medicare program  
accounted for 1.4 percent of total Medicare expenditures.  
When the administrative costs of Medicare Advantage  
and Part D plans are included, total administrative costs  
for the Medicare program accounted for about 6 per
cent of its expenditures. By comparison, private insurers’  
administrative costs averaged about 12 percent in 2017.12 







Who Would Be Eligible for the Plan, and 
How Would People Enroll? 
Policymakers designing a single-payer system would need 
to determine whether the entire U.S. population would 
be eligible to participate and whether the system would 
allow for any opt-outs among the eligible population. To 
ensure that everyone eligible for the single-payer system 
received coverage, the system would need to establish an 
infrastructure to verify eligibility and enroll participants. 

Eligibility 
A single-payer plan could restrict eligibility to U.S. citi
zens and lawfully present noncitizens, a group that CBO 
estimates accounted for about 97 percent of the U.S. 
population in 2018. Other people, such as noncitizens 
who are not lawfully present, might be ineligible for cov
erage, eligible for full coverage, eligible for a limited set 
of benefits, or able to buy into the system without any 
government subsidies. A waiting period for noncitizens 

who have newly entered the country to become eligible 
could also be implemented. 

Under a state-administered single-payer system, states 
could establish their own residency and eligibility 
requirements, such as providing coverage for noncitizens 
who are not lawfully present. However, the federal gov
ernment might impose certain conditions in exchange 
for providing matching funds. 

Certain groups, such as veterans and indigenous people, 
could continue to be covered through other public pro
grams. In Canada, a separate federal health care system 
covers indigenous people, refugees, veterans, military 
personnel, federal police officers, and those in federal 
prison, even though its single-payer system is adminis
tered by the provinces and territories.13 

Opting Out 
Another key decision for a single-payer system is 
whether it would allow people to opt out of receiving 
benefits offered by the public plan. The system could 
allow people to opt out for moral or religious reasons. It 
might also allow people to opt out and purchase private 
insurance that duplicated the benefits of the single-payer 
health plan as an alternative, but such a system would be 
more akin to a multipayer system. 

If people could opt out, policymakers would need to 
decide if they would be required to contribute to the 
single-payer system and, if so, how much they would 
need to contribute. Those people could still be required 
to contribute fully to support the single-payer system, or 
they could receive a tax credit or tax deduction to offset 
some or all of their premium payments for private insur
ance. If contributions were mandatory, the single-payer 
system could enforce compliance through existing auto
matic payroll withholdings and taxes. 

Verification and Enrollment 
A single-payer system would need a way to verify eli
gibility and enroll participants in the system. Verifying 
eligibility would be easier than it currently is for public 
programs, such as with Medicaid’s income verification, 
because the single-payer system would have fewer eligi
bility exclusions. A verification and enrollment system 

11. See Tsung-Mei Cheng, “Reflections on the 20th Anniversary of
Taiwan’s Single-Payer National Health Insurance System,” Health
Affairs, vol. 34, no. 3 (March 2015), pp. 502–510, https://
doi.org/10.1377/hlthaff.2014.1332.

12. That estimate of private insurers’ administrative costs also
includes profits. See Centers for Medicare & Medicaid Services,
National Health Expenditure Accounts, “NHE Tables” (accessed
February 15, 2019), Table 4, https://go.usa.gov/xEPqW.

13. See Nancy Miller Chenier, Federal Responsibility for the Health
Care of Specific Groups (Library of Parliament, Canada,
December 2004), https://tinyurl.com/y4pnvbs7. 

https://doi.org/10.1377/hlthaff.2014.1332
https://doi.org/10.1377/hlthaff.2014.1332
https://go.usa.gov/xEPqW
https://tinyurl.com/y4pnvbs7
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could build on the current Medicare Part A enrollment 
system. People could also be automatically enrolled when 
they were issued Social Security numbers, newborns 
could be enrolled in hospitals at birth, and other eligible 
individuals could be enrolled when they sought medical 
care. 

What Health Care Services Would the 
Plan Cover? 
The benefit package included in a single-payer health 
plan could resemble the essential health benefits pro
vided by the Affordable Care Act (ACA), Medicare, or 
Medicaid, or it could be based on something else, such as 
a cost-effectiveness criterion or the federal government’s 
willingness to pay to cover certain services. The benefit 
package could cover some or all services that are not 
typically covered by private insurance or by Medicare, 
such as long-term services and supports (LTSS). A 
single-payer system would also need a way to decide 
which new treatments and technologies it would cover. 
If a single-payer system was implemented at the state 
level, the federal government could define some specified 
benefits but allow states to cover additional benefits, in 
the same way that states currently can cover optional 
Medicaid benefits.  14  

Covered Services 
In most other countries with single-payer systems, such 
as England and Taiwan, the benefit package provides 
comprehensive major medical coverage, including hos
pital and physician care, as well as mental health ser
vices, diagnostic tests, and prescription drugs. Canada’s 
single-payer system does not cover outpatient prescrip
tion drugs, and it is up to provincial and territorial 
governments to administer their own prescription drug 
benefit program. (Most Canadians have access to pre
scription drug coverage through a combination of private 
and public insurance plans.)15  

Some single-payer systems cover other health care 
services, such as dental, vision, and hearing, that are not 
typically covered by Medicare FFS. Those services could 
be covered for everyone under a single-payer system, 
or coverage could be restricted to low-income people. 
If coverage was restricted to low-income people, those 
services could be administered through the single-payer 
system or through a residual Medicaid program that 
only covered cost sharing and LTSS for low-income and 
disabled people. Some provinces in Canada provide cov
erage to certain low-income populations for prescription 
drugs and other services that are not covered under its 
single-payer systems.16 

Although covering a wider range of services under a 
single-payer system would provide greater financial 
protection to enrollees, it would also increase costs to the 
government. People who received an additional health 
care benefit for the first time would probably increase 
their use of that benefit, and that increase might be 
greater initially because of previously unmet health care 
needs. Cost-sharing requirements or utilization manage
ment could mitigate the increase in use, but government 
spending would increase even for people with existing 
coverage because the funding for such services would 
shift from private sources to the government. 

New Treatments and Technologies 
Decisions about which new treatments and technolo
gies would be covered would have a significant effect on  
patients’ access to those innovations, as well as on the  
development of new treatments and technologies over  
time and the costs of the single-payer system.17 An inde
pendent board could recommend whether or not new  
treatments and drugs should be covered after their clinical  
and cost-effectiveness had been demonstrated—a role  
fulfilled in England by the National Institute for Health  
Care and Excellence.18 Alternatively, coverage decisions  
could be limited to items or services that were judged  to  

14. Medicaid has a set of mandatory benefits that states are required
to provide and a set of optional benefits that states can cover if
they choose. The Medicaid benefit package varies across states
because states can choose which optional services to provide. If a
single-payer system was based on the Medicaid benefit package,
policymakers would need to decide which Medicaid benefit
package would be used. See Centers for Medicare & Medicaid
Services, “Mandatory and Optional Medicaid Benefits” (accessed
February 15, 2019), https://go.usa.gov/xEUhc.

15. See Government of Canada, “Prescription Drug Insurance
Coverage” (August 13, 2018), https://tinyurl.com/y2nm3qd8.





16. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

17. See James D. Chambers and others, “Medicare Is Scrutinizing
Evidence More Tightly for National Coverage Determinations,”
Health Affairs, vol. 34, no. 2 (February 2015), pp. 253–260,
https://doi.org/10.1377/hlthaff.2014.1123.

18. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

https://go.usa.gov/xEUhc
https://tinyurl.com/y2nm3qd8
https://tinyurl.com/ybx6hj3v
https://doi.org/10.1377/hlthaff.2014.1123
https://tinyurl.com/ybx6hj3v
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be reasonable and necessary for the diagnosis or treat
ment of illness and injury, similar to Medicare’s existing  
national coverage determination process.19 If states  
administered the single-payer system, then they would  
need to make those decisions. 



Long-Term Services and Supports 
A single-payer system could cover LTSS, such as nursing 
home and home health services, for everyone enrolled 
in the system or only for those with low income and few 
assets (as with Medicaid). If the single-payer system did 
not cover LTSS, however, the government could retain 
the Medicaid program to cover such services. 

Public spending  would increase substantially relative 
to current spending if everyone received LTSS bene
fits. Under the current system, many people receive 
Medicaid benefits for such services but use their own 
funds to pay for LTSS before they qualify for Medicaid; 
state Medicaid programs currently pay about half of the 
cost of such services. Private insurance accounts for a 
small portion of LTSS spending.20 Under a single-payer 
system, government payments could replace payments 
by individuals and private insurance. Further, if the 
single-payer system eliminated the Medicaid program, 
federal spending on LTSS would increase consider
ably unless the system required states to continue their 
current funding or unless state (or local) governments 
covered LTSS benefits entirely. 

Currently, much of LTSS is unpaid (or informal) 
care provided by family members and friends. If a 
single-payer system covered LTSS with little or no cost 
sharing, a substantial share of unpaid care might shift to 
paid care. That effect could be particularly large if the 
single-payer plan covered home- and community-based 
services. 

Even if coverage for LTSS remained the same as under 
current law, the use of such services would probably 
increase relative to current use because of the broader 
expansion of health insurance coverage. For example, 
people who are currently eligible for but not enrolled in 
Medicaid LTSS benefits might become more aware of 
such benefits through greater outreach efforts.21 

In England, the National Health Service (NHS) pays for 
some LTSS, but most LTSS benefits are provided at the 
local level and by the private sector. Local authorities are 
required to assess the needs of everyone who requests it, 
but LTSS benefits funded by the local government are 
not guaranteed, and such benefits are typically based on 
income and need. 

In Canada, LTSS benefits are not mandated; each prov
ince and territory funds such services, but coverage varies 
by area. About half of the provinces provide home care 
without regard to income, although access may depend 
on availability and priority.22 

What Cost Sharing, If Any, Would the 
Plan Require? 
Under a single-payer system, enrollees could pay noth
ing or pay a portion of the cost when they received care. 
Enrollees in private insurance plans and Medicare gener
ally share costs for most services. 

Cost sharing affects beneficiaries’ financial well-being 
and total health care spending. Under a single-payer 
system, greater cost sharing would expose beneficiaries to 
more financial risk, whereas less cost sharing would shift 
costs from private to public sources. Moreover, existing 
evidence indicates that people use more care when their 

19. See Centers for Medicare & Medicaid Services, “Medicare
Coverage Determination Process” (March 6, 2018), https://
tinyurl.com/ybj9t57j.

20. In 2016, total spending on LTSS was $366 billion. Medicaid
accounted for 42 percent of such expenditures, Medicare
accounted for another 22 percent, and other public programs
accounted for another 6 percent. Out-of-pocket expenses,
private insurance, and other private sources accounted for an
additional 16 percent, 8 percent, and 7 percent, respectively.
See Congressional Research Service, Who Pays for Long-Term
Services and Supports (August 2018), https://fas.org/sgp/crs/misc/
IF10343.pdf (340 KB).

21. See Julie Sonier, Michel H. Boudreaux, and Lynn A. Blewett,
“Medicaid ‘Welcome-Mat’ Effect of Affordable Care Act
Implementation Could Be Substantial,” Health Affairs, vol. 32,
no. 7 (July 2013), pp. 1319–1325, https://doi.org/10.1377/
hlthaff.2013.0360; Julie L. Hudson and Asako S. Moriya,
“Medicaid Expansion for Adults Had Measurable ‘Welcome
Mat’ Effects on Their Children,” Health Affairs, vol. 36, no. 9
(September 2017), pp. 1643–1651, https://doi.org/10.1377/
hlthaff.2017.0347; and Benjamin D. Sommers, Genevieve
M. Kenney, and Arnold M. Epstein, “New Evidence on the
Affordable Care Act: Coverage Impacts of Early Medicaid
Expansions,” Health Affairs, vol. 33, no. 1 (January 2014),
pp. 78–87, https://doi.org/10.1377/hlthaff.2013.1087.

22. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

https://tinyurl.com/ybj9t57j
https://tinyurl.com/ybj9t57j
https://fas.org/sgp/crs/misc/IF10343.pdf
https://fas.org/sgp/crs/misc/IF10343.pdf
https://doi.org/10.1377/hlthaff.2013.0360
https://doi.org/10.1377/hlthaff.2013.0360
https://doi.org/10.1377/hlthaff.2017.0347
https://doi.org/10.1377/hlthaff.2017.0347
https://doi.org/10.1377/hlthaff.2013.1087
https://tinyurl.com/ybx6hj3v
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cost is lower, so little or no cost sharing in a single-payer 
system would tend to increase the use of services and 
lead to additional health care spending, as well as more 
government spending.23 The extent to which use of 
services would increase in response to less cost sharing 
under a single-payer system could be constrained by 
providers’ capacity to supply those services.24 

In addition, a change in use of services in response to 
changes in cost sharing in one part of the health care sys
tem could affect use of services and spending in another 
part of the system. For example, one study found that 
when Medicare beneficiaries faced higher cost sharing on 
physicians’ services and drugs, the savings from reduced 
use of those services were partially offset by an increase in 
inpatient hospital use and spending.25 

Cost sharing could vary across services in a single-payer 
system. A value-based insurance design could elimi
nate cost sharing for effective or high-value care, such 
as certain preventive services, but require cost sharing 

for low-value services.26 Similarly, a value-based design 
might have no cost sharing for generic prescription drugs 
but substantial cost sharing for brand-name drugs that 
have generic substitutes. Because some judgment would 
be required to determine the value of services, some of 
those determinations would be imperfect, and the use of 
value-based insurance design would increase the admin
istrative complexity and costs of the single-payer system. 

Beneficiaries’ responsibility for cost sharing could also 
vary by income level or other factors. People with low 
incomes could be eligible for cost-sharing reductions, 
and people with certain catastrophic conditions, such as 
cancer or HIV, could receive cost-sharing exemptions. 
Currently, the ACA requires insurers that participate in 
the health insurance marketplaces to offer cost-sharing 
reductions to eligible people; the size of the subsidy 
varies with the recipient’s income. Although an income-
based cost-sharing structure would be more difficult 
to administer because of the need to collect and verify 
income, that process could be simplified by building on 
existing systems, such as the current income tax system. 

Cost sharing in a single-payer system could include one 
or more of these components: 

•	 A deductible—the amount patients pay out of pocket
before an insurance plan starts to pay;

•	 A copayment—a fixed dollar amount paid for
a specific health care service (after reaching the
deductible, if applicable);

•	 Coinsurance—a fixed percentage of costs paid for
a specific health care service (after reaching the
deductible, if applicable); and

•	 An out-of-pocket maximum—a limit on a patient’s
total cost sharing.

23. According to the RAND Health Insurance Experiment, the
price elasticity of health care is -0.2. In other words, a 10 percent
decrease in out-of-pocket costs would lead to a 2 percent
increase in total health care spending. See Emmett B. Keeler
and John E. Rolph, “The Demand for Episodes of Treatment
in the Health Insurance Experiment,” Journal of Health
Economics, vol. 7, no. 4 (December 1988), pp. 337–367, https://
doi.org/10.1016/0167-6296(88)90020-3. Findings in subsequent
studies are largely consistent with that estimate of -0.2 from
the RAND experiment. See Aviva Aron-Dine, Liran Einav, and
Amy Finkelstein, “The RAND Health Insurance Experiment,
Three Decades Later,” Journal of Economic Perspectives, vol. 27,
no. 1 (Winter 2013), pp. 197–222, https://dx.doi.org/10.1257/
jep.27.1.197.

24. The estimates of patients’ use of services in response to changes
in cost sharing are based on changes in cost sharing for a limited
segment of the population, so the supply of providers would
probably be able to meet any increase in demand. The supply of
providers might not be able to meet the demand under a single-
payer system, however, because any change under that system
would affect the entire population. Although the government
could establish policies designed to increase the supply of
providers to meet the increased demand from less cost sharing,
patients might face longer wait times or a decrease in quality
until the supply of providers adjusted. Those effects could worsen
if provider payment rates were simultaneously lowered or more
stringent cost-containment methods were implemented.

25. See Amitabh Chandra, Jonathan Gruber, and Robin McKnight,
“Patient Cost-Sharing and Hospitalization Offsets in the Elderly,”
American Economic Review, vol. 100, no. 1 (March 2010),
pp. 193–213, https://dx.doi.org/10.1257/aer.100.1.193.

26. Several organizations have assessed the value of services, such as
the Choosing Wisely campaign in the United States, the U.S.
Preventive Services Task Force, the National Institute for Health
Care Excellence in England, and the Canadian Agency for Drugs
and Technologies. By one estimate, 2.7 percent of Medicare
spending is on low-value services. See Aaron L. Schwartz and
others, “Measuring Low-Value Care in Medicare,” JAMA Internal
Medicine, vol. 174, no. 7 (July 2014), pp. 1067–1076, https://
dx.doi.org/10.1001/jamainternmed.2014.1541.

https://doi.org/10.1016/0167-6296(88)90020-3
https://doi.org/10.1016/0167-6296(88)90020-3
https://dx.doi.org/10.1257%2Fjep.27.1.197
https://dx.doi.org/10.1257%2Fjep.27.1.197
https://dx.doi.org/10.1257/aer.100.1.193
https://dx.doi.org/10.1001/jamainternmed.2014.1541
https://dx.doi.org/10.1001/jamainternmed.2014.1541
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In the current system, private insurers and public plans 
typically use a combination of those four cost-sharing 
components. The Medicare FFS program has different 
cost-sharing requirements for different services.27 Most 
Medicare Part D plans have a tiered cost-sharing struc
ture, with less cost sharing for generic drugs and more 
cost sharing for more expensive brand-name drugs. 
Medicaid imposes little or no cost sharing, depending on 
the type of enrollee. 

Cost-sharing rules in private insurance plans vary widely, 
but most plans require copayments or coinsurance 
for physician visits, hospital services, and prescrip
tion drugs. In 2018, 85 percent of workers covered by 
employment-based health insurance plans also had to 
pay deductibles, and the average deductible was about 
$1,500 for a single plan.28 

The limit on out-of-pocket spending varies by type of 
plan. Under current law, most employment-based and 
nongroup plans are required to have an out-of-pocket 
maximum below a specified amount: $7,900 for an 
individual plan and $15,800 for a family plan in 2019.29  
The actual out-of-pocket maximum varies by plan and 
usually falls below that level. The Medicare FFS program 
and Part D plans do not have a limit on out-of-pocket 
spending, but Medicare Advantage plans do. 

Cost sharing varies among countries with single-payer sys
tems. Canada and England have no or minimal cost shar
ing for physicians’ and hospital services, whereas Sweden 
and Taiwan require some cost sharing on most services. 

What Role Would Private Health 
Insurance Have? 
A single-payer system offering comprehensive benefits 
would probably limit the role of private insurance to 
three main categories: 

•	 Supplemental insurance could cover services not
included in the single-payer plan, such as dental,

vision, or hearing. It could also reduce enrollees’ cost 
sharing, like the private plans that many Medicare 
beneficiaries purchase. 

•	 Substitutive insurance, which duplicates the benefits
of the single-payer health plan, could be offered
to people who are not eligible for the single-payer
system, such as noncitizens who have recently entered
the country or temporary visitors. It could also be an
alternative source of coverage if people were allowed
to opt out of the single-payer system.30  

•	 Other types of private insurance could provide
benefit enhancements, such as faster access to care,
private rooms instead of semiprivate rooms for
inpatient stays, and a greater choice of providers that
do not participate in the single-payer system.

If such private insurance was allowed, policymakers 
would need to decide whether it would be required to 
cover people with preexisting conditions and whether 
premiums could vary by health status, age, sex, or other 
factors. Another consideration is whether the govern
ment would encourage the use of private insurance 
through tax credits, tax deductions, or penalties. If 
employers sponsored the private insurance, policymakers 
would need to determine whether to exclude employers’ 
premium contributions from taxation.31 For example, 
although Australia has a single-payer system, the govern
ment encourages people to enroll in private insurance 
that offers benefit enhancements and supplemental 
coverage by providing a tax rebate. People with income 
above a certain amount must pay a penalty if they do not 
have private insurance.32 

27. For example, inpatient hospitalization and physicians’ services
require a deductible, and physicians’ services also require
20 percent coinsurance. Other services, such as preventive care,
home health visits, and laboratory tests, require no cost sharing.

28. See Kaiser Family Foundation, Employer Health Benefits:
2018 Annual Survey (October 2018), http://tinyurl.com/y8bjvazq 
(PDF, 18.1 MB).

29. See Centers for Medicare & Medicaid Services, “Affordable Care
Act Implementation FAQs—Set 18” (accessed June 1, 2018),
https://go.usa.gov/xQfbJ.

30. See Jodi L. Liu and Robert H. Brook, “What Is Single-Payer
Health Care? A Review of Definitions and Proposals in the U.S.,”
Journal of General Internal Medicine, vol. 32, no. 7 (July 2017),
pp. 822–831, https://doi.org/10.1007/s11606-017-4063-5.

31. Under current law, contributions made by employers to pay for
employees’ health care costs and the amount that employees
pay for their share of premiums are excluded from income and
payroll taxes; those exclusions cost the federal government about
$300 billion in forgone revenue in 2018. See Congressional
Budget Office, “Reduce Tax Subsidies for Employment-Based
Health Insurance,” Options for Reducing the Deficit: 2019 to 2028
(December 2018), www.cbo.gov/budget-options/2018/54798.

32. In December 2018, 45 percent of the Australian population
had private hospital coverage and 54 percent had general
treatment coverage. See Australian Prudential Regulation
Authority, Statistics: Q uarterly Private Health Insurance Statistics,
December 2018 (February 2019), https://tinyurl.com/y44v9ova 
(PDF, 1 MB).

http://tinyurl.com/y8bjvazq
https://go.usa.gov/xQfbJ
https://doi.org/10.1007/s11606-017-4063-5
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In the United States, most beneficiaries in Medicare FFS 
have supplemental insurance plans that reduce their 
out-of-pocket expenses.33 Because those plans lessen or 
eliminate cost sharing, they contribute to greater use of 
services and spending.34 Supplemental insurance and 
other types of private insurance are also common in 
countries with single-payer systems, including Canada 
and many members of the European Union.35  

By contrast, proposals to establish single-payer systems 
often prohibit substitutive insurance because of concerns 
that it might interfere with the operation of the pub
lic plan.36 If it was allowed, some high-income people 
might prefer to purchase substitutive insurance that 
offered more generous benefits or greater access to pro
viders. If providers were allowed to participate in both 
the single-payer system and the substitutive insurance 
market and if provider payment rates in the substitutive 
insurance plan were higher than in the single-payer sys
tem, providers might prioritize treating those enrollees. If 
many people enrolled in substitutive insurance, patients 
in the single-payer health plan might have longer wait 
times. 

Instead of prohibiting substitutive insurance, policy
makers could discourage it by requiring individuals 
who purchased it to make full contributions toward the 
single-payer system, in addition to paying the cost of 
the substitutive insurance. However, that requirement 
could make substitutive insurance unaffordable for 
many people. Policymakers could also make enrollees 

with substitutive insurance less attractive to providers 
by requiring providers who treated both publicly and pri
vately insured patients to spend a minimum number of 
hours in the single-payer system or to treat a minimum 
number of publicly insured patients. 

Conversely, allowing substitutive insurance could benefit 
some patients and providers. Some people might prefer 
to enroll in a substitutive insurance plan that suited their 
needs better than the public plan. Substitutive insurance 
might also improve the quality of care for people in both 
private and public plans. For example, private plans 
might introduce innovative design features to compete 
with the public plan, such as selectively contracting with 
higher-quality providers. That might encourage all pro
viders to improve their quality, which could also benefit 
publicly insured patients. Allowing private plans might 
also increase providers’ income. 

Other types of private insurance provide benefit 
enhancements. In England, private insurance gives 
people access to private providers, faster access to care, 
or coverage for complementary or alternative therapies, 
but participants must pay for it separately in addition to 
paying their individual required tax contributions to the 
NHS.37 In Australia, private insurance covers services 
that the public plan does not, such as access to private 
hospitals, a choice of specialists in both public and pri
vate hospitals, and faster access to nonemergency care.38  

Private insurance that provides benefit enhancements 
could potentially hinder the operation of a single-payer 
system. Allowing privately insured patients faster access 
to care could create inequity in access to care (as dis
cussed above with substitutive insurance), but private 

33. In 2015, 87 percent of noninstitutionalized beneficiaries in the
Medicare program had some type of supplemental coverage or
participated in Medicare managed care. See Medicare Payment
Advisory Commission, A Data Book: Health Care Spending and
the Medicare Program (June 2018), p. 29, https://go.usa.gov/
xEU4R (PDF, 1.58 MB).

34. See, for example, Medicare Payment Advisory Commission,
Exploring the Effects of Secondary Coverage on Medicare Spending
for the Elderly (August 2014), https://go.usa.gov/xQdGG 
(PDF, 388 KB).

35. For example, about 11 percent of the United Kingdom’s
population has some form of voluntary private insurance.
See Commission on the Future of Health and Social Care in
England, The UK Private Health Market (King’s Fund, 2014),
https://tinyurl.com/y37zg72s  (PDF, 60.8 KB).

36. See Jodi L. Liu and Robert H. Brook, “What Is Single-Payer
Health Care? A Review of Definitions and Proposals in the U.S.,”
Journal of General Internal Medicine, vol. 32, no. 7 (July 2017),
pp. 822–831, https://doi.org/10.1007/s11606-017-4063-5.

37. See Thomas Foubister and Erica Richardson, “United Kingdom,”
in Anna Sagan and Sarah Thomson, eds., Voluntary Health
Insurance in Europe, Country Experience (European Observatory
on Health Systems and Policies, 2016), p. 157, https://
go.usa.gov/xEUhY (PDF, 2.5 MB); Thomas Foubister and others,
Private Medical Insurance in the United Kingdom (European
Observatory on Health Systems and Policies, 2006), p. 4, https://
tinyurl.com/y66ux4xj (PDF, 444 KB).

38. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v (PDF,
3.35 MB); Sharon Wilcox, “Promoting Private Health Insurance
in Australia,” Health Affairs, vol. 20, no. 3 (May/June 2001)
pp. 152–161, https://doi.org/10.1377/hlthaff.20.3.152.
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insurance could also relieve some of the pressures on a 
publicly funded system.39  

A single-payer system could permit private insurers to 
deliver the benefits, much like the Medicare Advantage 
program does. A key design choice for the system is how 
policymakers would structure the competition among 
private insurers. Such a system could be more akin to 
a multipayer system than a single-payer system (see 
Box 1). However, some analysts would consider that 
type of system—in which private insurers play a larger 
role, including paying providers—to be a single-payer 
system if the government defined the eligible population, 
specified the covered services, collected the resources 
needed for the plan, required the eligible population to 
contribute toward financing the system, and showed the 
receipts and expenditures associated with the plan in the 
government’s budget. 

If the single-payer system banned private insur
ance entirely or limited its role—such as, to contract 
work providing administrative services and claims 
processing—many workers in the health insurance 
industry would be displaced. However, that reduction in 
private-sector employment would probably be partially 
offset by an increase in government workers needed to 
administer the new system. Under those circumstances, 
workers who were displaced could receive job training 
assistance or financial benefits, and shareholders of for-
profit insurers could receive compensation, which would 
increase government spending. 

What Role Would Other Public 
Programs Have? 
The federal government would need to determine 
whether other public programs, such as Medicaid, 
TRICARE (the health care program of the Department 
of Defense), and programs of the Veterans Health 
Administration (VHA) and the Indian Health Service, 
would continue to exist alongside the single-payer sys
tem. Those public programs were created to serve popu
lations with special needs. Under a single-payer system, 
some components of those programs could continue to 
operate separately and provide benefits for services not 

covered by the single-payer health plan. For example, 
Medicaid could continue to provide LTSS benefits and 
premium and cost-sharing subsidies only for low-income 
populations. The Indian Health Service, TRICARE, and 
VHA, which operate their medical facilities and also pay 
for care delivered by private providers, could also remain 
as separate systems and provide benefits to their spe
cific populations. Similarly, in Canada, veterans receive 
health care through Veterans Affairs Canada rather than 
through the single-payer systems of the provinces and 
territories.40  

What Rules Would Participating 
Providers Follow? 
As with any insurer under the current system, a 
single-payer plan would need to establish a process to 
certify and accredit physicians and facilities to provide 
care to its beneficiaries. It could adapt Medicare’s stan
dards and procedures to select providers who are eligible 
to participate in the system. For eligible providers who 
decided to participate in the single-payer plan, it could 
further establish guidelines for billing and for the treat
ment of private-pay patients. 

Balance Billing 
In establishing a single-payer system, policymakers could 
decide whether providers would be allowed to “balance 
bill” patients. Balance billing occurs when a provider bills 
a patient for the difference between the provider’s charge 
and the amount allowed under an insurance policy. For 
example, a physician might attempt to charge $200 for a 
service, but the allowed amount for that service—which 
could be paid by the individual as cost sharing, by the 
insurer, or by both—might only be $150. Billing the 
patient for the $50 difference between the two amounts 
would be balance billing. 

Nearly all physicians have agreed not to balance bill 
Medicare patients for Medicare-covered services. Such 
physicians are designated “participating providers” in 
Medicare. By one estimate, 96 percent of physicians and 
other health care professionals are participating provid
ers. About 4 percent are nonparticipating providers; they 

39. See Joseph White, “Gap and Parallel Insurance in Health Care
Systems With Mandatory Contributions to a Single Funding
Pool for Core Medical and Hospital Benefits for All Citizens in
Any Given Geographic Area,” Journal of Health Politics, Policy,
and Law, vol. 34, no. 4 (August 2009), pp. 543–583, https://
doi.org/10.1215/03616878-2009-015.

40. See Nancy Miller Chenier, Federal Responsibility for the Health
Care of Specific Groups (Library of Parliament, Canada,
December 2004), https://tinyurl.com/y4pnvbs7. 

https://doi.org/10.1215/03616878-2009-015
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may choose whether to balance bill Medicare patients on 
a claim-by-claim basis, up to a certain limit.41  

Other types of providers, such as hospitals and skilled 
nursing facilities, are not allowed to balance bill 
Medicare patients. Balance billing is prohibited for all 
providers in Medicaid. Most private insurers prohibit 
balance billing for providers in their networks, but they 
allow balance billing for out-of-network providers.42  

A prohibition on balance billing in a single-payer system 
would help ensure affordability for patients. If provider 
payment rates under such a system were much lower 
than average rates under current law, however, prohibit
ing balance billing could discourage some providers from 
participating—particularly if they could treat private-pay 
patients for higher amounts. If the single-payer system 
permitted balance billing, it could set a limit on that 
amount (as in Medicare), which would help ensure 
affordability and access to care. Regulations that made 
the billing process transparent would also protect bene
ficiaries against unexpected charges. Many international 
single-payer health systems prohibit balance billing for 
participating providers.43 

Private-Pay Patients 
Another key question is whether the single-payer plan 
would allow participating providers to offer services 
that the plan covered to private-pay patients and, if so, 
under what conditions. For example, if participating 
providers could treat private-pay patients, policymakers 
might consider whether to impose any restrictions on 
that activity—for example, by specifying the number 
of private-pay patients they could treat or the amount 
they could charge. If a single-payer system did not allow 
providers to treat private-pay patients, some providers 
might opt out, especially if substitutive insurance plans 

were allowed or the system’s payment rates were low 
and enough private patients were willing to pay for 
their services. Conversely, if the single-payer health plan 
covered a comprehensive set of services and care could be 
accessed in a timely manner, the demand for private care 
would probably be limited, and fewer providers would 
opt out. 

The rules for providing private care for covered services 
vary across single-payer systems. In England, specialists 
in the NHS system can provide private care in their spare 
time within designated private units of NHS hospitals 
or at private hospitals, and private providers can con
tract with the NHS to provide public care.44 In Canada, 
providers are generally prohibited from providing both 
public and private care.45 

Who Would Own the Hospitals and Employ 
the Providers? 
Currently, about 70 percent of U.S. hospitals are pri
vately owned: About half are private, nonprofit entities, 
and 20 percent are for-profit.46 Almost all physicians 
are self-employed or privately employed. A single-payer 
system could retain current ownership structures, or the 
government could play a larger role in owning hospitals 
and employing providers. In one scenario, the govern
ment could own the hospitals and employ the physicians, 
as it currently does in most of the VHA system. A greater 
government role could also include converting for-profit 
hospitals to nonprofit hospitals or quasi-public provid
ers. In quasi-public organizations, the government or its 
appointees would oversee or manage daily operations. 

By owning and operating hospitals and employing 
physicians, the government would have more control 
over the health care delivery system, but it would also 
take on more responsibilities. The transition from the 

41. Fewer than 1 percent of all physicians and other health care
professionals opt out of Medicare entirely and have private
contracts with their Medicare patients; about half who opt out
are psychiatrists. See Cristina Boccuti, “Paying a Visit to the
Doctor: Current Financial Protections for Medicare Patients
When Receiving Physician Services” (Kaiser Family Foundation
issue brief, November 30, 2016), https://tinyurl.com/ybcf8ywz.

42. See Karen Pollitz, “Surprise Medical Bills” (Kaiser Family
Foundation  issue brief, March 17, 2016), https://tinyurl.com/
ybjc34rn.

43. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

44. See Seán Boyle, “United Kingdom (England): Health System
Review,” Health Systems in Transition, vol. 13, no. 1 (2011),
pp. 1–486, https://tinyurl.com/lqw8k2t (PDF, 7.5 MB).

45. See Health Canada, Canada Health Act Annual Report 2016–
2017 (February 16, 2018), https://tinyurl.com/y8q2lfst.

46. Fewer than 20 percent of hospitals are owned by state and local
governments, and fewer than 5 percent are federally owned; most
federal facilities are military and veterans’ hospitals. See American
Hospital Association, “Fast Facts on U.S. Hospitals, 2019”
(accessed February 15, 2019), https://tinyurl.com/y8nquhjs.
Outside the VHA system, uniformed military health care
providers, and the Indian Health Service, physicians are largely
privately employed.
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Box 1. 

Key Features of Multipayer Health Care Systems That Aim to Achieve Universal Coverage 

A multipayer health care system is one in which more 
than one insurer provides health insurance coverage and 
also pays for enrollees’ health care services. In multipayer 
systems that aim to provide coverage to almost everyone, 
the federal and state governments would probably play a 
smaller role in the health care system than they would in 
a single-payer system with that same goal. In a multipayer 
system, a greater share of total national health care spending 
would be financed through private sources (private insurers, 
employers, and individuals) and might not appear in federal 
and state budgets. 

The United States currently has a multipayer system, but it 
has not achieved universal coverage. A multipayer system 
designed to achieve universal coverage for all U.S. citizens 
and lawfully present noncitizens could use design elements 
commonly observed in multipayer systems that have achieved 
universal coverage (for example, in Germany and Switzerland). 
In the United States, some of those elements are already in 
place in the health insurance marketplaces established under 
the Affordable Care Act. 

A multipayer system that aims to achieve universal coverage 
could have the following elements: 

•	  Guaranteed issue and community rating of premiums. 
In a system with guaranteed issue, insurers are required to
issue policies to all applicants regardless of health status,
age, sex, or other factors that might affect their use of
health care services. Under community rating, insurers are
prohibited from varying premiums on the basis of health
status or past use of health care services. Without those
regulations, people with characteristics that are associated
with high medical spending, such as old age and chronic
conditions, could be denied coverage or face prohibitively
high premiums.

•	  Highly regulated benefit design across insurers. To  
ensure access to a specified set of health care services,
the mandated set of benefits typically includes hospital and
physician care and prescription drugs, but individual health
plans within the multipayer system could be permitted
to vary certain features of their plans, such as provider
networks, cost sharing, and drug formularies, or to cover
additional services that are not mandated. Variation across
plans would be minimal, however, if the plan design was
highly regulated and the mandated set of benefits was
comprehensive.

•	 A robust mandate to purchase insurance or another
mechanism to ensure enrollment and compliance. With
regulated benefit design and regulated premium rating,
people who expect low health care spending, such as
young and healthy people, might not want to purchase
any coverage. An effective enforcement mechanism could
discourage such selective disenrollment and stabilize the
insurance market through robust participation. A strongly
enforced mandate could include automatic payroll with
holdings, the loss of a tax benefit, or fines and penalties.
People who did not enroll in a health plan on their own
could be automatically enrolled.

•	 Subsidized insurance costs to ensure affordability. Multi-
payer health systems typically impose cost sharing for ser
vices and require tax or premium contributions to finance
the system. Multipayer health systems that aim for universal
coverage typically feature a cap on out-of-pocket costs, as
well as exemptions from cost sharing for preventive care.
In addition, cost sharing and tax or premium contributions
may be reduced or waived for certain groups, including
low-income beneficiaries, the elderly, the disabled, chil
dren, students, and pregnant women.

Germany and Switzerland include those four elements in their 
multipayer systems, although their approaches differ in some 
respects. In both countries, health insurance is mandatory for 
all citizens and lawfully present noncitizens. Both countries 
impose fines on people who do not have coverage. People 
obtain coverage from one of the competing nonprofit insur
ers, each of which offers a comprehensive benefit package 
established by the central government in consultation with 
stakeholders. Insurers cannot deny coverage to anyone. 

Cost sharing is assessed for most services in Germany and 
Switzerland. In Germany, children under age 18 are exempt 
from cost sharing, and cost-sharing payments for adults are 
capped at 2 percent of annual household income. That cap 
is lower for people with certain chronic illnesses. In Switzer
land, maternity care, some preventive services, and hospital 
inpatient care for children and young adults are exempt 
from cost sharing. About a quarter of Swiss residents also 
receive income-related subsidies to reduce or eliminate their 
premiums. 

Compared with a single-payer system, establishing a multi-
payer health system in the United States that aimed to achieve 
universal coverage would have several advantages: 

Continued 



17 may 2019 Key Design Components anD ConsiDerations for establishing a single-payer health Care system 

 

 

 

 

 

 

 Box 1.	 Continued 

Key Features of Multipayer Health Care Systems That Aim to Achieve Universal Coverage 

•	 The United States could build on its existing insurance mar
ket and infrastructure for care delivery and payment, which
would help reduce disruption to health insurers, providers,
manufacturers, and beneficiaries during the transition and
after the system was implemented.

•	 Multipayer systems have historically had fewer provider
capacity issues (such as waiting lists and rationing of care)
than single-payer systems because of specific design ele
ments of single-payer systems, such as financing and pay
ment methods.1 For example, because nearly all national
health care spending under a single-payer system would
appear on the government’s budget and would become the
responsibility of taxpayers, the system would face greater
budgetary pressure to contain costs and manage the
population’s health. Without sufficient incentives through
the payments they receive, providers might opt out of a
single-payer system.

•	 Multipayer systems offer a greater choice of insurer and
health benefits than single-payer systems, which might
address the needs of a broader group of people. For exam
ple, young and healthy people might prefer to purchase
coverage with high deductibles or fewer benefits. Multi-
payer systems might also be able to adjust more quickly
than single-payer systems to meet patients’ needs, such as
covering new treatments or procedures.

But multipayer systems tend to have higher total spending than 
single-payer systems for several reasons: 

•	 Single-payer systems typically have stronger purchasing
power than multipayer systems to achieve lower prices. As
a result, payment rates under multipayer systems tend to
be higher. Control of health care spending in such systems
could be enhanced by adopting an all-payer rate-setting
system. Under such a system, all insurers typically pay
providers using the same payment method and price for
each service, but the price could vary across providers. The
payment methods and rates could be determined through
negotiation between all insurers in a region (or an agency
representing the health insurers) and all providers in that

region (or a provider association). Instead of negotia
tions, the government could set the rates administratively 
for all insurers and providers. In Maryland, an all-payer 
rate-setting system is used in conjunction with a global 
budget to pay acute-care hospitals. Alternatively, the 
government or an independent body could set a ceiling on 
provider payment rates and allow insurers and providers to 
negotiate payment rates subject to that ceiling. For exam
ple, West Virginia uses a state-based rate-setting system to 
regulate hospital rates for private payers by setting both a 
ceiling and a floor, and hospitals and payers can negotiate 
the payment methods and rates as long as they are within 
those limits.2 

•	 Because people can choose among different plans under a
multipayer system, they might choose health plans based
on their health status or expected medical spending. That
behavior (called risk selection) could lead to instability in
the insurance market and therefore higher costs. Highly
regulated benefits could limit the variation across plans and
mitigate the selection issue. Risk-adjustment mechanisms
can minimize the impacts of risk selection, but those mech
anisms only work well if predictions about people’s health
care use are accurate.

•	 Administrative costs under a multipayer system would prob
ably be higher than those of a single-payer system because
insurers under a multipayer system would probably incur
additional costs, such as for marketing activities, sales,
and profits. In addition, administrative costs per benefi
ciary would probably be higher for each insurer under a
multipayer system than under a single-payer plan because
the multipayer system would have fewer gains from its
scale. Insurers’ administrative costs under a multipayer
system could be regulated by requiring insurers to spend a
minimum share of premiums collected on medical services
and other activities that improve the quality of care, as they
are currently. Providers’ administrative costs under a multi-
payer system would also probably be higher than under a
single-payer system because they would need to deal with
different payment methods and rules for each insurer.

1.	  See Joseph White, “Gap and Parallel Insurance in Health Care Systems With 
Mandatory Contributions to a Single Funding Pool for Core Medical and 
Hospital Benefits for All Citizens in Any Given Geographic Area,” Journal of 
Health Politics, Policy, and Law, vol. 34, no. 4 (August 2009), pp. 543–583, 
https://doi.org/10.1215/03616878-2009-015. 

2.  See Robert Murray and Robert A. Berenson, Hospital Rate Setting 
Revisited (Urban Institute, November 2015), https://tinyurl.com/yyuvkmvq  
(PDF, 1.16 MB). 

https://doi.org/10.1215/03616878-2009-015
https://tinyurl.com/yyuvkmvq
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current system to publicly owned hospitals and publicly 
employed physicians would entail significant changes for 
providers, and those changes could lead to lower quality 
of care for patients. To limit those changes, the govern
ment could attempt to employ as many of the current 
health care providers as possible, in addition to setting 
up an effective governance system to administer publicly 
owned hospitals and publicly employed physicians. 

Another consideration is whether integrated delivery 
systems that provide both insurance and care, such as 
Kaiser Permanente or Geisinger Health System, would 
be allowed to continue to operate. Allowing that type of 
system to operate alongside a single-payer health plan 
would lead to a multipayer system because people in 
some areas would have a choice between the public plan 
and the integrated delivery system. As a result, policy
makers would need to address issues that are inherent in 
multipayer systems, such as selective enrollment based 
on information not known to insurers and competition 
among insurers (see Box 1 on page 16). 

Single-payer systems in other countries involve both 
public and private provider ownership. In Canada, 
most hospitals are private, nonprofit entities, but hos
pital ownership varies across provinces, and physicians 
are mostly self-employed or privately employed.47  
In England, most hospital beds are in public NHS 
hospitals.48 Most specialists are salaried employees of 
NHS hospitals, but most primary care physicians are 
self-employed or privately employed.49 

How Would a Single-Payer System 

Pay Providers and Set Payment Rates?
 
Two primary concerns of a single-payer health care 
system are the methods it would use to pay providers and 
set their payment rates, both of which would directly 
affect government spending, national health care spend
ing, and providers’ revenues. The impact on providers’ 

revenues would, in turn, affect their incentives to deliver 
services. 

Provider Payment Methods 
A single-payer system could pay participating pro
viders on a fee-for-service basis, with bundled and 
episode-based payments, through global budgets, by 
capitation, with a salary, or through a combination of 
those methods. 

Fee for Service.  In an FFS system, providers are paid 
for each service they deliver.  That method is the most 
common form of provider payment in the United States.  
Under an FFS system, the payer assumes the financial 
risk if enrollees use more care than projected. Many ana
lysts have noted that the financial rewards inherent in an 
FFS payment system give providers incentives to deliver 
too much care. Pay-for-performance incentives could be 
combined with an FFS system to temper the incentives 
to deliver too much care.50  In Canada, general practi
tioners (GPs) and specialists are mostly paid on an FFS 
basis, although the payment method varies by province.51  

Bundled and Episode-Based Payments. With bundled 
and episode-based payments, providers receive a fixed 
payment to cover all services furnished during a single 
episode of care. The fixed payment can cover different 
types of providers, including physicians and hospitals. 
Under such payment arrangements, providers bear the 
financial risk if the cost of delivering care within the 
episode exceeds the payment from the insurer. Providers 
therefore have an incentive to deliver fewer services per 
episode, but they also have an incentive to deliver more 
episodes of care. Episodes can be defined by a diagnosis 
during an event, such as a hospitalization or admission to 
a skilled nursing facility, or over a certain period of time. 
Diagnosis-related groups (DRGs), which are an exam
ple of bundled or episode-based payments, currently 
form the basis of Medicare’s hospital inpatient payment 
system. The payment rate for each DRG is based on an 
amount determined in advance for a given condition, 
which is then adjusted to account for factors such as the 

47. See Gregory P. Marchildon, “Canada: Health System Review,”
Health Systems in Transition, vol. 15, no. 1 (2013), pp. 1 – 179;
Commonwealth Fund, International Profiles of Health Care
Systems (May 2017), https://tinyurl.com/ybx6hj3v  
(PDF, 3.35 MB).

48. See Seán Boyle, “United Kingdom (England): Health System
Review,” Health Systems in Transition, vol. 13, no. 1 (2011),
pp. 1–486, https://tinyurl.com/lqw8k2t (PDF, 7.5 MB).

49. See Commonwealth Fund, International Profiles of Health Care
Systems (May 2017), https://tinyurl.com/ybx6hj3v  
(PDF, 3.35 MB).

50. See James C. Robinson, “Theory and Practice in the Design
of Physician Payment Incentives,” Milbank Quarterly,
vol. 79, no. 2 (June 2001), pp. 149–177, https://
doi.org/10.1111/1468-0009.00202.

51. See Commonwealth Fund, International Profiles of Health Care
Systems (May 2017), https://tinyurl.com/ybx6hj3v  
(PDF, 3.35 MB).

https://tinyurl.com/ybx6hj3v
https://tinyurl.com/lqw8k2t
https://tinyurl.com/ybx6hj3v
https://doi.org/10.1111/1468-0009.00202
https://doi.org/10.1111/1468-0009.00202
https://tinyurl.com/ybx6hj3v
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patient’s principal diagnosis, secondary diagnoses, and 
procedures. In England, hospitals are also paid through 
nationally determined DRG rates.52  

A bundled or episode-based payment can include a range  
of services. For example, Medicare has a bundled-payment  
program that covers comprehensive care for  joint  replace
ments from 2016 to 2020. The bundled payment is 
designed to capture all necessary patient care related to 
the joint replacement during the inpatient hospitaliza
tion and for 90 days after discharge, and it includes all 
services covered by Medicare Parts A and B, including 
inpatient hospital care, physician care, and postacute 
care. When the program began, participation was man
datory for providers in 67 metropolitan areas. In 2018, 
participation became voluntary for providers in about 
half of those areas. About a quarter of the providers in 
areas with voluntary participation opted to continue 
participating.53  



Global Budgets.  With global budgets, providers receive 
a fixed payment amount for a specific time period 
(usually a year). Under that arrangement, providers bear 
the financial risk if the cost of delivering care exceeds 
the global budget.54 Because providers face greater risks 
under global budgets, the single-payer system could con
tinuously monitor each provider’s financial health and 
adjust payment amounts as necessary to ensure quality of 
care. 

Global budgets are not common in the United States, 
although Maryland is operating a global budgeting sys
tem for hospitals.55 Insurers in the state operate under an 

all-payer rate-setting system for hospital care, in which 
all payers (Medicare, Medicaid, commercial insurers, 
and private-pay patients) pay essentially the same rates. 
A state agency specifies each hospital’s annual budget, 
which determines the total amount of annual revenue 
the hospital can receive from all payers for inpatient, 
outpatient, and emergency department services. Each 
hospital’s budget is calculated from data on its historical 
provision of services, expected changes in the provision 
of services, and projected changes in regulated prices. 
During the year, hospitals receive payments from each 
payer for the services they deliver, and those payments 
are periodically compared with the hospital’s budget, 
which is set by the state agency. Each hospital adjusts its 
payment rates periodically so that its total revenues equal 
its budget. A hospital can also have its budget changed 
during the year to account for significant unexpected 
changes in patient volume.56  

Single-payer health systems typically include some form
of global budgeting. Most hospitals in Canada operate 
under annual global budgets.57 Some countries define 
global budgets more broadly to cover total health care 
spending or spending for major categories of services. 
(For additional information about how a single-payer 
system might use global budgets to help contain costs, 
see page 26.) 

Capitated Payments.  Capitated payments—a pre
determined amount paid monthly or annually per  
patient—can be used to pay for nearly all covered  
services in a single-payer system. The payment amount  
for each patient is fixed regardless of the amount of care  
provided, but it is typically adjusted for the expected  
health care costs of that patient. This payment method  
can apply to individual physicians, groups of health  

52. Ibid.

53. See Centers for Medicare & Medicaid Services, “Comprehensive
Care for Joint Replacement Model” (accessed February 15,
2019), https://go.usa.gov/xQdGH.

54. See James C. Robinson, “Theory and Practice in the Design
of Physician Payment Incentives,” Milbank Quarterly,
vol. 79, no. 2 (June 2001), pp. 149–177, https://
doi.org/10.1111/1468-0009.00202.

55. An early evaluation of Maryland’s global budget system found
aggregate hospital savings of 4 percent for Medicare during the
first three years of global budgets (2014–2016) relative to the
baseline period. Expenditures for commercial plan members did
not increase more slowly in Maryland than in the comparison
group in the first two years of statewide adoption, however, and
an analysis of the Medicaid population has yet to be undertaken.
See RTI International, Evaluation of the Maryland All-Payer
Model: Third Annual Report (March 2018), http://tinyurl.com/



yxhyqao3; and Susan Haber and Heather Beil, “Another Look 
at the Evidence on Hospital Global Budgets in Maryland: Have 
They Reduced Expenditures and Use?” Health Affairs (blog, 
May 14, 2018), http://tinyurl.com/y3vvfobu. 

56. See Eric T. Roberts and others, “Changes in Hospital Utilization
Three Years Into Maryland’s Global Budget Program for
Rural Hospitals,” Health Affairs, vol. 37, no. 4 (April 2018),
pp. 644– 653, https://doi.org/10.1377/hlthaff.2018.0112.

57. See Gregory P. Marchildon, “Canada: Health System Review,”
Health Systems in Transition, vol. 15, no. 1 (2013), pp. 1 – 179,
https://tinyurl.com/y2px2nvu (PDF, 5.67 MB).

https://go.usa.gov/xQdGH
https://doi.org/10.1111/1468-0009.00202
https://doi.org/10.1111/1468-0009.00202
http://tinyurl.com/yxhyqao3
http://tinyurl.com/yxhyqao3
http://tinyurl.com/y3vvfobu
https://doi.org/10.1377/hlthaff.2018.0112
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care professionals, provider organizations, or insur
ers.58 Public programs in the United States use capi
tated payments when the government contracts with  
private insurers to deliver health care benefits, such as  
in Medicare Advantage and Medicaid managed care.  
Single-payer systems can also use capitated payments to  
pay physicians for a subset of services. In England, for  
example, the NHS mostly uses capitation to pay GPs for  
providing essential services.59  




Salaried Physicians. Instead of paying physicians for  
each service provided, medical gr oups (or health care  
systems) sometimes employ them and pay them a  
salary. In the United States, Kaiser Foundation Health  
Plans exclusively contracts with its in-network physi
cians, who are paid a salary by the Permanente Medical  
Groups.60 In England, physician specialists are nearly  
all employees of NHS-owned or -contracted hospitals  
and are paid a salary.61 In this type of payment arrange
ment, providers have fewer incentives to increase their  
productivity or deliver more services relative to an FFS  
system.  





Incentives and Risks Under Different Payment Methods. 
Combining the various provider payment methods can  
mitigate the effects of the incentives inherent in each  
payment method. Health care systems can use value- or  
quality-based payment methods, such as pay for perfor
mance, alongside those payment methods. Although GPs  
in England are paid mostly by capitation for essential  
services, some services (such as vaccinations for at-risk  
populations) are paid on an FFS basis. An optional  
pay-for-performance arrangement is also available.62 



Different payment methods carry different degrees 
of financial risk for providers and insurers. Receiving 

payment as salary or on an FFS basis carries the least 
risk for providers. By contrast, payments from global 
budgets or capitation place providers at greater risk. For 
insurers, paying providers a salary or paying them from 
global budgets or capitation brings less risk, whereas FFS 
payments have greater risk. 

Payment methods and their inherent financial risks may  
affect providers’ behavior, which can affect the costs and  
cost-containment strategies of a single-payer system. For  
example, in Taiwan, physicians and hospitals are both paid  
on an FFS basis. Because Taiwan has an overall national  
health care budget, however, the FFS payment system  
has created fierce competition for patients among provid
ers because one provider’s gain is another provider’s loss  
because of the fixed budget.63 



Determining Payment Rates 
A single-payer system could determine provider pay
ment rates through administrative rate setting, nego
tiation, or a combination of those approaches. In 
administrative rate setting, the government would set 
provider payment rates using formulas specified by law 
or by regulation. By contrast, provider payment rates 
determined through negotiations would depend on the 
relative market power of the provider and insurer, which 
is affected by the number of competing providers in a 
particular market. 

Administered Rates. A single-payer system administered 
at the national level in the United States could follow 
a process similar to that of the Medicare FFS program 
in administratively setting a uniform fee schedule; a 
single-payer system administered by states could be mod
eled on the Medicaid program. Medicare FFS pays for 
hospital inpatient care using a DRG system, adjusting 
for factors such as geographic variation in input costs, 
operating a medical resident training program, having 
a large share of uninsured and low-income patients, 
and whether a case has costs that exceed a specified 
threshold.64 A single-payer system could also follow the 
Medicare FFS process for setting payment rates for new 

58. See Robert A. Berenson and others, Primary Care Capitation 
(Urban Institute, June 2016), https://tinyurl.com/yy3bxwwz.

59. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

60. See Jesse Pines and others, Kaiser Permanente—California:
A Model for Integrated Care for the Ill and Injured (Brookings
Institution, May 2015), https://tinyurl.com/yxskyoz6 
(PDF, 202 KB).

61. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

62. Ibid.

63. See Tsung-Mei Cheng, “Reflections on the 20th Anniversary of
Taiwan’s Single-Payer National Health Insurance System,” Health
Affairs, vol. 34, no. 3 (March 2015), pp. 502–510, https://
doi.org/10.1377/hlthaff.2014.1332.

64. See Jared Lane Maeda and Lyle Nelson, An Analysis of Private-
Sector Prices for Hospital Admissions, Working Paper 2017-02
(Congressional Budget Office, April 2017), www.cbo.gov/
publication/52567.
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treatments or procedures. Currently, the Medicare FFS 
program adjusts the DRG classification system at least 
annually to account for changes in treatment patterns, 
technology, and other factors that might affect the use of 
hospital resources.65 

Under administered pricing, a single-payer system could 
set payment rates in a variety of ways. For example, it 
could set the rates to match current Medicare FFS rates 
or at some other level, such as an average of the rates 
that public and private insurers pay. The system could 
also adjust payment rates over time if certain services or 
certain markets experienced a supply shortage. 

Negotiated Rates. Alternatively, a single-payer system 
could establish provider payment rates through nego
tiations. Organizations representing providers, such 
as the American Medical Association, could negotiate 
payment rates with the system, and those negotiations 
could occur within broad budgetary guidelines such as a 
national spending limit. In England, the British Medical 
Association, which represents privately employed GPs, 
negotiates the General Medical Services contract with the 
government. In Canada’s single-payer health care system, 
physicians’ professional associations negotiate FFS sched
ules with provincial ministries of health, and hospitals 
negotiate their annual global budgets with provincial 
ministries of health.66 

In the United States, insurance companies establish and 
update provider payment rates through negotiations. 
Private commercial insurers negotiate payment rates 
with hospitals, physicians, and other providers directly, 
although for individual physicians and many physician 
groups, the payment rate insurers offer is often “take it or 
leave it” because of the relatively weak bargaining power 
of individual physicians. In recent years, however, more 
physicians have joined hospital systems or larger group 

practices to increase their bargaining power with com
mercial insurers.67  

Other Considerations. Another decision for policymak
ers is whether government support for graduate medical 
education and for hospitals that treat a high propor
tion of low-income patients would continue under a 
single-payer system, and if so, how those payments 
would be structured. For example, teaching hospitals 
could have higher payment rates or receive compensation 
for their teaching costs through direct payments outside 
the single-payer system. Similarly, hospitals that treat a 
large portion of low-income patients could receive addi
tional government support. 

Implications of Alternative 
Payment Methods and Rates 
Provider payment rates under a single-payer system 
would have important implications for government 
spending, national health care spending, and providers’ 
revenues. The rates would also affect providers’ incentives 
to deliver services, both initially and over the long term. 
The effects could vary across providers, depending on 
their current mix of patients and how the payment rates 
they currently receive for those patients compare with 
the payment rates under the single-payer system. 

Under the current health care system, the rates com
mercial insurers pay providers for most services are 
higher than Medicare FFS rates—sometimes substan
tially higher. CBO found that three major insurers’ 
commercial payment rates for hospital inpatient admis
sions in 2013 were 89 percent higher, on average, than 
Medicare FFS payment rates for the same types of 

65. Section 1886(d)(4)(C) of the Social Security Act requires the
Secretary of Health and Human Services to adjust the DRG
classifications and relative weights at least annually. See Centers
for Medicare & Medicaid Services, “MS-DRG Classifications and
Software” (August 3, 2018), https://go.usa.gov/xEUhb.

66. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

67. See Robert A. Berenson and others, “The Growing Power
of Some Providers to Win Steep Payment Increases From
Insurers Suggests Policy Remedies May Be Needed,”
Health Affairs, vol. 31, no. 5 (May 2012), pp. 973–981,
https://doi.org/10.1377/hlthaff.2011.0920; David B.
Muhlestein and Nathan J. Smith, “Physician Consolidation:
Rapid Movement From Small to Large Group Practices,
2013–15,” Health Affairs, vol. 35, no. 9 (September 2016),
pp. 1638–1642, https://doi.org/10.1377/hlthaff.2016.0130;
David R. Austin and Laurence C. Baker, “Less Physician Practice
Competition Is Associated With Higher Prices Paid for Common
Procedures,” Health Affairs, vol. 34, no. 10 (October 2015),
pp. 1753–1760, https://doi.org/10.1377/hlthaff.2015.0412;
and Laurence C. Baker, M. Kate Bundorf, and Daniel P.
Kessler, “Vertical Integration: Hospital Ownership of Physician
Practices Is Associated With Higher Prices and Spending,”
Health Affairs, vol. 33, no. 5 (May 2014), pp. 756–763,
https://doi.org/10.1377/hlthaff.2013.1279.
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admissions, although rates varied widely by geographic 
area.68 Commercial rates for physicians’ services are also 
higher than Medicare FFS rates, although the difference 
between the two payers varies greatly by type of service.69  

By contrast, Medicaid payment rates for physicians’ 
services are significantly lower than both commercial 
and Medicare payment rates.70 Evidence has been mixed, 
however, in comparisons of Medicaid payment rates for 
hospital services with commercial and Medicare pay
ment rates. On the one hand, Selden and others found 
that Medicaid rates were essentially equal to Medicare 
FFS rates in 2012—and, according to that paper’s 
appendix, the Medicaid estimate did not include supple
mental payments to hospitals.71 On the other hand, the 
Medicaid and CHIP Payment and Access Commission 
(MACPAC) found that, before accounting for Medicaid 

supplemental payments, Medicaid rates for 18 Medicare 
Severity DRGs (MS-DRGs) averaged just 78 percent of 
Medicare rates. After including supplemental payments, 
MACPAC found that the Medicaid payment rate was 
6 percent higher, on average, than the Medicare rate.72  
The commission examined only 18 MS-DRGs, however, 
and the results might have been different if they had 
included more MS-DRGs. An additional complication 
in analyzing Medicaid rates for inpatient care is that, in 
2018, all states made supplemental payments to hospi
tals, and most made additional payments to hospitals 
that treat a disproportionate share of low-income and 
Medicaid patients. 

Government spending and total national spending on 
health care would be lower if provider payment rates 
under a single-payer system were set at Medicare FFS 
rates rather than at a higher level, such as average com
mercial rates. Setting payment rates equal to Medicare 
FFS rates under a single-payer system would reduce the 
average payment rates most providers receive—often 
substantially. Such a reduction in provider payment rates 
would probably reduce the amount of care supplied 
and could also reduce the quality of care. Studies have 
found that increases in provider payment rates lead to 
a greater supply of medical care, whereas decreases in 
payment rates lead to a lower supply.73 But because those 

68. According to that analysis, Medicare Advantage payment rates
were similar to Medicare FFS payment rates. See Jared Lane
Maeda and Lyle Nelson, “How Do the Hospital Prices Paid by
Medicare Advantage Plans and Commercial Plans Compare
With Medicare Fee-for-Service Prices?” Inquiry, vol. 55 (June
2018), pp. 1–8, https://doi.org/10.1177/0046958018779654.
Another study found that inpatient hospital payment rates of
private insurers were about 10 percent higher than Medicare’s
rates over the 1996–2001 period and increased to about
75 percent higher in 2012. See Thomas M. Selden and others,
“The Growing Difference Between Public and Private Payment
Rates for Inpatient Hospital Care,” Health Affairs, vol. 34, no. 12
(December 2015), pp. 2147–2150, https://doi.org/10.1377/
hlthaff.2015.0706.

69. A recent analysis by CBO found that commercial insurance
payment rates were, on average, 11 percent higher than Medicare
FFS rates for office visits for established patients and more than
double Medicare FFS payment rates for magnetic resonance
imaging procedures. Medicare Advantage payment rates were
similar to Medicare FFS payment rates. See Daria Pelech, “Prices
for Physicians’ Services in Medicare Advantage and Commercial
Plans,” Medical Care Research and Review (June 2018), pp. 1–21,
https://tinyurl.com/y3kb7wae.

70.  See Stephen Zuckerman, Laura Skopec, and Marni Epstein,  
Medicaid Physician Fees After the ACA Primary Care Fee Bump  
(Urban Institute, March 2017), https://tinyurl.com/yaand3mz  (PDF,  
424 KB). Under current law, however, Medicare’s payment rates for  
physicians’ services are projected to fall below Medicaid’s payment  
rates by 2035. See Centers for Medicare & Medicaid Services,  
Office of the Actuary, “Projected Medicare Expenditures Under an  
Illustrative Scenario With Alternative Payment Updates to Medicare  
Providers” (June 2018), https://go.usa.gov/xEMzV (PDF, 440 KB).  

71. See Thomas M. Selden and others, “The Growing Difference
Between Public and Private Payment Rates for Inpatient
Hospital Care,” Health Affairs, vol. 34, no. 12 (December 2015),
pp. 2147–2150, https://doi.org/10.1377/hlthaff.2015.0706.

72. This analysis was based on Medicaid Analytic Extract data from 
calendar year 2010 and Medicare payment data from fiscal year 
2011, and it used MS-DRGs to compare Medicaid payment 
rates with Medicare payment rates for hospital inpatient services. 
MS-DRGs, which were developed for the Medicare population, 
group patients by characteristics such as principal diagnosis, 
secondary diagnoses, procedures, sex, and discharge status. See 
Medicaid and CHIP Payment and Access Commission, Medicaid 
Hospital Payment: A Comparison Across States and to Medicare (issue 
brief, April 2017), https://go.usa.gov/xQdAT (PDF, 249 KB).

73. Evidence suggests that both physicians and hospitals respond
to changes in payment rates. One study found that, on average,
a 2 percent increase in Medicare’s physician payment rates
was associated with a 3 percent increase in the supply of care
to Medicare beneficiaries; see Jeffrey Clemens and Joshua
D. Gottlieb, “Do Physicians’ Financial Incentives Affect 

Medical Treatment and Patient Health?” American Economic 

Review, vol. 104, no. 4 (2014), pp. 1320–1349, https://
 
dx.doi.org/10.1257/aer.104.4.1320. A 10 percent decrease in 

Medicare FFS hospital inpatient payment rates was associated 

with a 4.6 percent decrease in the number of elderly discharges; 

see Chapin White and Tracy Yee, “When Medicare Cuts Hospital 

Prices, Seniors Use Less Inpatient Care,” Health Affairs, vol. 32, 

no. 10 (2013), pp. 1789–1795, https://doi.org/10.1377/
 
hlthaff.2013.0163.
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studies are based only on changes in Medicare’s payment 
rates for a given set of services within the context of a 
multipayer system, the results may be less relevant to a 
single-payer system, and providers’ responses to changes 
in payment rates are difficult to predict under such a 
system. Under a multipayer system with different pay
ment rates, providers might be able to offset their loss of 
income from one payer by adjusting their rates for other 
payers, as well as by adjusting their patient mix toward 
payers with higher payment rates, but such opportuni
ties would be eliminated or limited under a single-payer 
system. 

If average provider payment rates were lower under a 
single-payer system relative to current law, several factors 
might help ease the transition for providers. First, the 
system could initially set provider payment rates at the 
dollar-weighted average across all payers under current 
law but then gradually reduce them to Medicare FFS 
rates. Although a longer transition period would mitigate 
the impact on providers’ income, the government’s cost 
to establish a single-payer system would be substantially 
higher. 

Second, if participating providers were allowed to pro
vide private care, they might still be able to offset a loss 
of income from lower payment rates. For example, if par
ticipating providers were allowed to provide private care 
at higher prices, physicians could privately contract with 
patients or see privately insured patients. Although that 
option would allow providers to increase their income, 
it could also lead to longer wait times for people in the 
single-payer system. 

Finally, a single-payer system might give providers new 
opportunities to lower their costs. Because providers 
would need to deal with only one payer and one pay
ment method, they would probably be able to reduce 
their administrative costs; the single-payer system could 
then adjust provider payment rates to reflect those lower 
administrative costs. A single-payer system that suc
ceeded in delivering universal coverage would substan
tially reduce bad debt, uncompensated care, and charity 
care for providers.74  

In addition to the short-term effects discussed above, 
changes in provider payment rates under the single-payer 
system could have longer-term effects on the supply of 
providers. If the average provider payment rate under a 
single-payer system was significantly lower than it cur
rently is, fewer people might decide to enter the medical 
profession in the future. The number of hospitals and 
other health care facilities might also decline as a result of 
closures, and there might be less investment in new and 
existing facilities. That decline could lead to a shortage of 
providers, longer wait times, and changes in the quality 
of care, especially if patient demand increased substan
tially because many previously uninsured people received 
coverage and if previously insured people received more 
generous benefits. How providers would respond to such 
changes in demand for their services is uncertain. To 
encourage the supply of providers in the longer term, 
the government could more heavily subsidize the cost 
of graduate medical education to encourage people to 
continue to enter medical professions. 

How Would the Single-Payer System 
Purchase Prescription Drugs? 
A single-payer system could use several different meth
ods to pay for prescription drugs, including negotiated 
pricing, value-based pricing, reference pricing, and 
administered pricing.75 It could also use different pay
ment methods for different types of drugs. For example, 
it could exempt drugs that treat certain catastrophic 
conditions, such as cancer or HIV, from the regular 
pricing mechanism. How prescription drug prices are 
set by the single-payer system would affect the profits of 
drug manufacturers, which could affect their incentives 
to develop new drugs. 

Determining Prescription Drug Prices 
Prescription drugs accounted for about 10 percent of 
personal health care spending nationally in 2017, which 
is substantially smaller than the share of such spending 
for hospital services (33 percent) and physicians’ services 
(20 percent).76 Thus, the payment rates for drugs under 
a single-payer system would have a less direct effect on 

74. Some bad debt, uncompensated care, and charity care might
remain if certain groups of people are excluded from coverage
and are unable to pay for their care, such as noncitizens who are
not lawfully present or temporary visitors.

75. See Darius N. Lakdawalla, “Economics of the Pharmaceutical
Industry,” Journal of Economic Literature, vol. 56, no. 2 (2018),
pp. 397–449, https://dx.doi.org/10.1257/jel.20161327.

76. See National Health Expenditure Accounts, “National Health
Expenditures by Type of Service and Source of Funds: Calendar
Years 1960–2017” (accessed February 15, 2019), https://
go.usa.gov/xEPqW.
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government spending and national health care spending 
than the payment rates for hospital and physicians’ ser
vices. Prescription drugs are an important part of medi
cal practice, however, and the designers of a single-payer 
system would need to consider whether a substantial 
reduction in drug prices would reduce manufacturers’ 
incentive to develop new drugs. Under any of the pricing 
approaches discussed below, a single-payer system could 
decide to exclude certain drugs or place those drugs on a 
nonpreferred drug list because they are too expensive or 
because they do not have any additional benefit. In such 
cases, enrollees would either not have access to those 
drugs or face higher cost sharing. 

Negotiated Pricing. Direct negotiations between a 
single-payer system and manufacturers could determine 
prescription drug prices, much like the negotiations that 
take place between individual insurers and manufacturers 
now. A single-payer system would have more negotiat
ing leverage with manufacturers than private insurers 
have; however, it is uncertain whether the single-payer 
plan could use the threat of excluding certain drugs 
from the formulary as a negotiating strategy. It is also 
unclear whether a single-payer system could withstand 
the political pressure that might result from excluding 
some drugs. By contrast, private insurers can threaten 
to exclude drugs from their formularies and can follow 
through on that threat. Alternatively, a single-payer 
system could require higher cost sharing for some drugs 
instead of excluding them. Although those price-control 
tools would affect patients’ access to certain drugs, the 
negotiated prices would probably be lower for drugs with 
more competitors in the same therapeutic class. 

Value-Based Pricing. Prescription drug prices could 
also depend on the value of a particular drug, which is 
typically measured by its cost-effectiveness or its cost 
relative to the number of quality-adjusted life years 
gained.77 The government could set up an independent 
board to evaluate the cost-effectiveness of each drug, or 
it could require manufacturers to submit information 
on a drug’s cost-effectiveness at the time the Food and 
Drug Administration (FDA) approved it or after the 
drug had been on the market for a certain period of 
time. Cost-effectiveness measures are imperfect, however, 
because information about safety and effectiveness may 
be lacking, especially over the short term. Requiring a 

longer study period or more years of data could improve 
the quality of such measures. But if that information was 
required at the time a drug was approved by the FDA, 
it would take longer for new drugs to become available. 
Because such an approach might delay some drugs that 
could potentially extend the lives of people with seri
ous conditions, alternative payment methods might be 
needed. In Sweden, for example, manufacturers are free 
to submit drug prices for new drugs, and the government 
can reject drugs that it deems not cost-effective at the 
proposed price. If the government rejects a drug, the 
manufacturer can resubmit an application with a lower 
price in the hope that it will be accepted.78 

Similarly, the price for a prescription drug could be 
based on its comparative effectiveness or its additional 
benefit relative to existing treatments. The same system 
for evaluating a drug’s cost-effectiveness could be used 
to evaluate its effectiveness relative to existing drugs. 
However, comparative effectiveness has many of the same 
limitations as cost-effectiveness. In Germany, new drugs 
are evaluated within six months of their introduction 
to determine their additional benefit. If a drug is deter
mined to have additional benefits, the manufacturer and 
the insurance association negotiate the price; if they can
not agree, an arbitration panel determines the final price. 
If a new drug is determined not to have any additional 
benefits compared with existing drugs, insurers are only 
required to pay the price they pay for existing drugs. If 
the manufacturer chooses to sell its products at a higher 
price, patients can pay the difference out of pocket.79  

Reference Pricing. A single-payer system could also base 
prices for prescription drugs on the prices of drugs in a 
reference group, which could be an internal reference 
group of drugs in the same therapeutic class or an exter
nal reference group of peer countries.80 Internal reference 

77. Quality-adjusted life years, which include both quality of life and
number of life years gained from a treatment, are commonly used
to measure cost-effectiveness.

78. See Steven Morgan, Summaries of National Drug Coverage
and Pharmaceutical Pricing Policies in 10 Countries: Australia,
Canada, France, Germany, the Netherlands, New Zealand,
Norway, Sweden, Switzerland, and the U.K., Working Papers
for the 2016 Meeting of the Vancouver Group in New York, NY
(2016), https://tinyurl.com/y22guwgv  (PDF, 636 KB).

79. See Karl Lauterbach, John McDonough, and Elizabeth Seeley,
“Germany’s Model for Drug Price Regulation Could Work in
the US,” Health Affairs (blog, December 29, 2016), https://
tinyurl.com/yy89jvo5.

80. See Kai Ruggeri and Ellen Nolte, Pharmaceutical Pricing: The Use
of External Reference Pricing (RAND Corporation, 2013), https://
tinyurl.com/y6gcevku (PDF, 493 KB).
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pricing could determine the cost of new drugs in a ther
apeutic class, and external reference pricing could inform 
pricing decisions for new, innovative drugs. The reference 
price could be determined by a measure of the range of 
prices in the reference group, such as the median, aver
age, or lowest price, or something else. 

The reference price could be used as a benchmark for 
setting or negotiating prices. For example, the reference 
price could be the maximum amount that a single-payer 
health plan would contribute to the cost of a drug. 
Canada and many European countries use the internal 
and external reference pricing approach. 

Although the use of external reference pricing has gen
erally been associated with a decrease in drug prices and  
lower spending by the government and patients in coun
tries that use that approach, a possible trade-off is delayed  
market access to new drugs. A drug typically cannot be  
launched in a country that uses external reference pricing  
until it has been launched in the reference countries. In  
addition, drug manufacturers sometimes delay launching  
drugs in countries that have an external reference pricing  
mechanism that would result in a low price.81  





Administered Pricing. Finally, a single-payer system 
could base the prices for existing prescription drugs on 
current administered prices and use alternative meth
ods to price new drugs. For example, the system could 
use the average of the current Federal Supply Schedule 
(FSS), Medicaid, and Medicare Part D prices as a start
ing point for drugs already on the market, and the prices 
could increase annually with some measure of inflation. 
Using an average of FSS, Medicaid, and Medicare Part D 
prices to set prices for existing drugs would result in 
prices that are significantly lower than the average prices 
that exist today because, under current law, FSS and 
Medicaid pricing is based either on a drug product’s low
est price paid to any commercial insurer or on statutory 
requirements.82 The single-payer system could base prices 
for new drugs on an assessment of their cost-effectiveness 
or comparative effectiveness or on a reference price. 

Implications of Alternative Payment Methods for 
Prescription Drugs 
Under current law, prices for prescription drugs vary  
greatly by payer. CBO found that, after accounting for  
rebates and discounts, the average price per prescrip
tion for 50 top-selling brand-name specialty drugs was  
nearly twice as high in Medicare Part D as in Medicaid.83  
Therefore, the payment rates under a single-payer system  
would affect manufacturers differently depending on their  
current payer mix. If the single-payer system used an aver
age of FSS, Medicaid, and Medicare Part D prescription  
drug prices, the average price would decline for drugs that  
are currently purchased mostly by people with commer
cial insurance, but the average price might increase for  
drugs currently purchased mostly by Medicaid enrollees  
(with some exceptions) and by the VHA. 







The impact of a single-payer system on manufacturers  
is uncertain because pharmaceutical products are sold  
globally. The United States is the largest single market for  
pharmaceuticals, however, and its drug prices are currently  
the highest among industrialized nations.84 If average  
prescription drug prices fell under a single-payer system,  
manufacturers might be able to counter at least some of  
those declines in average U.S. prices if they could convince  
health systems in other countries to raise their prices. 

If manufacturers could not offset the price decline in the 
United States by obtaining higher prices in other coun
tries, they might reduce research and development of 
new drug products. For example, if a single-payer system 
paid for a new drug on the basis of its additional benefit 
relative to existing drugs, manufacturers might refocus 
their research and development on drugs that provide 
significant additional benefits instead of drugs that pro
vide marginal improvements over other existing drugs. 

How Would a Single-Payer System Contain 
Health Care Costs? 
The cost of a single-payer system would depend on 
various design choices, such as the services covered, 
cost-sharing requirements, and provider payment rates. 
In addition to those design choices, policymakers could 

81. See Darius N. Lakdawalla, “Economics of the Pharmaceutical
Industry,” Journal of Economic Literature, vol. 56, no. 2
(June 2018), pp. 397–449, https://dx.doi.org/10.1257/
jel.20161327.

82. See Congressional Budget Office, Prices for Brand-Name Drugs
Under Selected Federal Programs (June 2005), www.cbo.gov/
publication/16634.

83. See Congressional Budget Office, Prices for and Spending on
Specialty Drugs in Medicare Part D and Medicaid (March 2019),
www.cbo.gov/publication/54964.

84. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).
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consider using two other techniques to contain the 
growth of government spending on the single-payer plan 
and total health care spending: global budgets and utili
zation management. 

Although such techniques could contain costs, increasing 
financial pressure for providers to lower their costs could 
adversely affect access to and quality of care by causing 
providers to supply less care to patients covered by the 
public plan. Less spending on medical services could also 
alter manufacturers’ incentive to develop new technol
ogies or providers’ incentive to invest in capital, which 
could affect patients’ choices over the longer term. 

Global Budgets 
Global budgets, which are a possible payment method 
for individual providers (see page 19), have also been 
extended to establish national or regional global budgets 
for major sectors of a system or for an entire system. The 
government could set the global budget administratively, 
or it could negotiate the budget with providers. If it set 
the budget administratively, the starting point could 
reflect the expected use of services in the next year.85 In  
future years, the government could update the budget on 
the basis of anticipated changes in need and resources, 
or it could tie the budget to a macroeconomic metric 
such as nominal gross domestic product per capita or the 
consumer price index. To enforce the budget if it was 
exceeded, the government could adjust the global budget 
proactively by lowering the payment rates in the next 
year or retroactively by taking back the amount paid to 
individual providers in excess of the budget allocated to 
them in the current year.86  

Global budgets are rarely used as cost-control tools in the 
United States because they are difficult to implement in 

multipayer systems that have many different payment sys
tems and payers, but global budgets are commonly used in  
single-payer systems.87 One major exception is Maryland’s  
current global budget program for hospitals, which oper
ates under an all-payer system. Medicare has attempted  
to control costs by setting spending targets for a broad set  
of services, such as the sustainable growth rate for spend
ing on physicians’ services and the former Independent  
Payment Advisory Board for overall Medicare spending,  
but those attempts were not successful.88  







England and Taiwan both set national global budgets 
for their single-payer systems.89 In England, the global 
budget is allocated to approximately 200 local organiza
tions that are responsible for paying for health care. Since 
2010, the global budget in England has grown by about 
1 percent annually in real (inflation-adjusted) terms, 
compared with an average real growth of about 4 per
cent previously. The relatively slow growth in the global 
budget since 2010 has created severe financial strains 
on the health care system. Provider payment rates have 
been reduced, many providers have incurred financial 
deficits, and wait times for receiving care have increased. 
In Taiwan, the global budget is set nationally for five 
major service categories and is allocated across six geo
graphic regions. Within each region, provider payment 
rates are periodically adjusted to keep spending within 
the budget.90 The national global budget in Taiwan is 
determined each year through negotiation among key 
stakeholders with the goals of containing costs while 
ensuring access to care. The growth of the global budget 

85. For example, the starting point for setting that budget could
be the National Health Expenditure accounts under current
law with necessary adjustments for the differences in expected
use of services between the current system and a single-payer
system. Those differences would include the difference in average
payment rates, the costs of expanding coverage to the currently
uninsured population, the difference in the design of an average
plan under the current system and that of the single-payer
health plan, and changes in the economic conditions after the
implementation of a single-payer system.

86. For a more detailed discussion of the design choices and
U.S. examples of global budgets, see Congressional Budget
Office, Key Issues in Analyzing Major Health Insurance
Proposals (December 2008), pp. 157–160, www.cbo.gov/
publication/41746.

87. See Patrice R. Wolfe and Donald W. Moran, “Global Budgeting
in the OECD Countries,” Health Care Financing Review, vol. 14,
no. 3 (1993), pp. 55–76, www.ncbi.nlm.nih.gov/pmc/articles/
PMC4193373.

88. The sustainable growth rate was designed to control the costs of
physicians’ services in the Medicare FFS program. At the time
it was replaced in 2015, physicians would have faced a cut in
payment rates of more than 20 percent if the spending targets
had been enforced. The Independent Payment Advisory Board
was created under the ACA to control the costs of Medicare by
targeting the growth in spending per capita, and it was repealed
in early 2018 before it was established.

89. See Commonwealth Fund, International Profiles of Health
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v 
(PDF, 3.35 MB).

90. See Winnie C. Yip and others, “Managing Health Expenditure
Inflation Under a Single-Payer System: Taiwan’s National Health
Insurance,” Social Science and Medicine (forthcoming), https://
doi.org/10.1016/j.socscimed.2017.11.020.
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has not fallen as sharply in Taiwan as it has in England 
since 2010, and Taiwan has not experienced the adverse 
effects that England has experienced recently. 

Utilization Management 
Utilization management refers to methods used by or on 
behalf of payers to manage health care costs by steering 
patients toward appropriate care.91 Utilization man
agement can include care coordination and utilization 
review. The administrator of the single-payer plan could 
enforce utilization patterns that are deemed appropriate 
by monitoring claims and identifying outliers. 

Under the current U.S. health care system, with its 
fragmented payment and delivery systems, coordination 
of care is difficult, and a comprehensive review of care is 
challenging because no centralized utilization database 
exists. A single-payer system that collected comprehen
sive data on patients’ use of health care services could 
potentially manage available resources more efficiently.92  

But the transition to a standardized IT system across 
all providers would require considerable efforts, such as 
reaching a consensus for a standard among stakeholders, 
enforcing that standard, and addressing privacy issues 
related to data sharing. 

In the United States, public programs have implemented 
few utilization management programs, but private 
insurers have increasingly used them to lower costs. Some 
private insurers require prior authorization for patients 
seeking expensive therapies, for example, and Medicare 
Part D plans offer low or no copayments to patients who 
use cheaper generic medications. Many of those strategies 
could be continued under a single-payer system. The uti
lization management in such a system might not be much 
of a change for people who were previously enrolled in a 
private plan, but it would impose new constraints on the 
choice of health care services for those who were previ
ously enrolled in the Medicare FFS program. 

Other countries with single-payer systems also use 
various forms of utilization management. In Canada’s 
single-payer system, some provinces make lower pay
ments to specialists when a patient has not been referred 
by a primary care physician.93 In England, access to spe
cialists generally requires a referral from a primary care 
provider. Taiwan monitors use of services and costs in 
near-real time through its IT system to identify wasteful 
spending and inappropriate care. 

How Would a Single-Payer System 
Be Financed? 
Government spending on health care would increase 
substantially under a single-payer system. In 2017, just 
under half of the $3.5 trillion in national health care 
spending came from private sources. Shifting a large 
amount of expenditures from private to public sources 
would significantly increase government spending and 
require additional government resources, but it would 
also reduce or eliminate the costs incurred by private 
sources, such as employers’ and employees’ contributions 
for employment-based insurance. 

Financing for a single-payer system could come from 
federal, state, and local governments. If the federal 
government administered the single-payer system, 
some health care costs that state governments currently 
pay would shift to the federal budget. The amount 
of that shift would be smaller if the federal govern
ment required states to maintain their current level of 
funding. 

In a federally administered single-payer system, the asso
ciated cash flows would be federal transactions, in CBO’s 
view, and the spending and revenues for the system 
would appear in the federal budget. That would be true 
even if the federal government contracted with one or 
more private insurers to administer the program, and if 
the responsibilities of those insurers included collecting 
premiums and paying providers. Because those insurers 
would be acting as agents of the federal government, the 
cash flows would belong in the federal budget.94  

91. See Institute of Medicine (U.S.), Committee on Utilization
Management by Third Parties, Marilyn Jane Field and Bradford
H. Gray, eds., Controlling Costs and Changing Patient Care?
The Role of Utilization Management (National Academies Press,
1989), www.ncbi.nlm.nih.gov/pubmed/25144100.

92. Using a standardized IT system, the administrator of a single-
payer system could identify outliers in utilization patterns by 
individual providers or patients and reduce health care spending 
by eliminating duplicate services and overtreatments and 
preventing fraudulent claims by some providers. The administrator 
could use a similar approach to improve quality of care. 

93.  See Commonwealth Fund, International Profiles of Health Care  
Systems (May 2017), https://tinyurl.com/ybx6hj3v (PDF, 3.35 MB). 

94. See Congressional Budget Office, How CBO Determines Whether
to Classify an Activity as Governmental When Estimating Its
Budgetary Effects (June 2017), www.cbo.gov/publication/52803,
and The Budgetary Treatment of Proposals to Change the
Nation’s Health Insurance System (May 2009), www.cbo.gov/
publication/41185.
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Financing for a single-payer system could come from 
several sources: 

•	 Premiums—that is, payments made to purchase
health insurance;

•	 Cost sharing—that is, out-of-pocket payments for
services covered by health insurance; and

•	 Taxes, including tax es that individuals or
organizations pay directly to the government, such
as income and payroll taxes, as well as taxes on goods
and services, such as alcohol and cigarette taxes.95  

The system could also be financed partly by government 
borrowing. The choice of financing method affects who 
would pay for the single-payer system and whether 
that responsibility would vary with a person’s ability to 
pay, also known as progressivity. A financing method 
in which lower-income people contribute a smaller 
share of their income to pay for the system relative to 
higher-income people is considered progressive; the 
opposite is true of a regressive method. 

Because health care premiums per person and cost 
sharing per service are typically set at the same level for 
beneficiaries of private health insurance, those types of 
payments tend to be regressive. In a single-payer system, 
beneficiaries’ out-of-pocket spending on premiums and 
cost sharing could be made more or less progressive 
through income-based subsidies or additional contribu
tions from high-income beneficiaries, as is the case for 
some existing public insurance programs. For example, 
plans purchased through the health insurance market
places provide premium and cost-sharing subsidies that 
vary with income, and high-income Medicare beneficia
ries pay income-related premiums for Parts B and D in 
addition to the regular premiums. 

Taxes that could finance a single-payer system include 
income taxes (both individual and corporate), payroll 
taxes, and consumption taxes, all of which have different 

implications for the progressivity of the financing system. 
A system financed by debt might require additional 
taxes in the future. The choice for policymakers between 
imposing taxes today versus boosting them in the future 
would shift the responsibility among different genera
tions of taxpayers. The choice of tax structure would also 
have different implications for the labor supply and peo
ple’s consumption of goods and services, which would 
affect the overall economy. 

An issue related to the progressivity of the single-payer 
system’s financing is the progressivity of the entire health 
care system’s financing. That issue would be moot if the 
single-payer plan covered the entire population. But if 
a significant share of the population was allowed to opt 
out of the single-payer system, the progressivity of the 
single-payer system’s financing and the entire system’s 
financing could differ (though such a system would 
be more akin to a multipayer system as defined in this 
report). For example, if people in better health and with 
higher income could opt out and be exempt from con
tributing to the single-payer system, the financing of the 
entire health care system would probably be less progres
sive than the financing of the single-payer system. 

For each of the financing methods, the choice of col
lection method would affect the system’s administrative 
complexity because some methods would be easier to 
enforce than others. Taxes could be collected through the 
existing tax system, and cost sharing could be collected 
at the point of service. Premiums could also be collected 
through the existing tax system to take advantage of its 
enforcement mechanism. 

The current U.S. health care system is financed by a 
mix of premiums, taxes, and out-of-pocket spending 
(including cost sharing), and that mix of finances varies 
by payer. Health care for people enrolled in Medicare is 
substantially financed by taxes, including payroll taxes 
and general tax revenue.96 People enrolled in Medicare 
Parts B and D pay premiums, which cover about 
one-quarter of those programs’ costs. Out-of-pocket 
spending on premiums and cost-sharing obligations 

95. The collected funds could be put into general revenues or
dedicated to the health care system or a combination of the two.
The trade-offs between those alternatives largely depend on the
budget process and policy priorities. See Cheryl Cashin, Susan
Sparkes, and Danielle Bloom, Earmarking for Health: From
Theory to Practice, Health Financing Working Paper 5 (World
Health Organization, 2017), https://tinyurl.com/ybo9obyj 
(PDF, 2.55 MB).

96. In 2018, less than 40 percent of gross federal spending on
Medicare was financed by the trust fund’s dedicated taxes, about
15 percent came from offsetting receipts (consisting mostly
of premiums), and the rest came from other sources (mostly
transfers from the general fund). See Centers for Medicare &
Medicaid Services, “2019 Medicare Trustees Report” (accessed
April 25, 2019), https://go.usa.gov/xQhh4.

https://tinyurl.com/ybo9obyj
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tends to be lower for low-income beneficiaries 
because they receive additional assistance and because 
high-income beneficiaries pay additional premiums.97 

Health care for people enrolled in Medicaid is mostly 
financed jointly by the federal and state governments. 
The federal share, which amounts to more than 60 per
cent of the total costs, is financed by general revenues. 
States have some flexibility to determine the sources of 
funding for their share of Medicaid spending; the pri
mary source is state general fund appropriations.98 

In contrast, private insurance is mostly funded 
through premiums, cost sharing, and tax subsidies. For 
employment-based insurance, employers contribute a 
greater share of the total premium costs, on average, with 

employees contributing the remainder.99 The federal 
government subsidizes a portion of those premiums, pri
marily through the tax exclusion of employment-based 
insurance. Under the ACA, more than half of enroll
ees in nongroup health insurance purchase their plans 
through the health insurance marketplaces and receive 
federal subsidies in the form of premium tax credits.100  
In addition, insurers are required to offer cost-sharing 
reductions to eligible low-income enrollees in the 
marketplaces. 

Countries with single-payer systems generally collect 
funds through the tax system.101 Canada and England 
finance their single-payer systems mostly through general 
revenues. Other means of financing include dedicated 
flat-rate income taxes (as in Denmark) or payroll-based 
premiums (as in Taiwan). 

97. Low-income beneficiaries with Medicaid coverage do not pay
Part B premiums, and low-income beneficiaries receive additional
premium assistance for Part D coverage through the Low-
Income Subsidy program. High-income beneficiaries pay higher
premiums for Parts B and D.

98. See Laura Snyder and Robin Rudowitz, Medicaid Financing:
How Does It Work and What Are the Implications? (Kaiser Family
Foundation issue brief, May 20, 2015), https://tinyurl.com/
ybuntfed.

99. See Kaiser Family Foundation, Employer Health Benefits:
2018 Annual Survey (October 2018), http://tinyurl.com/y8bjvazq 
(PDF, 18.1 MB).

100. See Congressional Budget Office, Federal Subsidies for Health 
Insurance Coverage for People Under Age 65: 2018 to 2028 
(May 2018), www.cbo.gov/publication/53826. 

101. See Commonwealth Fund, International Profiles of Health 
Care Systems (May 2017), https://tinyurl.com/ybx6hj3v  
(PDF, 3.35 MB). 

https://tinyurl.com/ybuntfed
https://tinyurl.com/ybuntfed
http://tinyurl.com/y8bjvazq
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https://www.cbo.gov/publication/53826
https://tinyurl.com/ybx6hj3v


 
 

About This Document
 

This Congressional Budget Office report was prepared at the request of the Chairman of the 
House Budget Committee. In accordance with CBO’s mandate to provide objective, impartial 
analysis, the report makes no recommendations. 

Jared Maeda and Xiaotong Niu prepared the report with contributions from Kristen Bernie (for
merly of CBO) and guidance from Lyle Nelson. Anna Anderson-Cook, Jessica Banthin, Elizabeth 
Bass, Tom Bradley, Alice Burns, Sebastien Gay, Heidi Golding, Tamara Hayford, Sarah Masi, 
Lisa Ramirez-Branum, John Skeen, Robert Stewart, Julie Topoleski, and David Weaver provided 
useful comments. 

Charles Blahous of the Mercatus Center, John Holahan of the Urban Institute, William Hsiao 
of Harvard University, and Jodi Liu of the RAND Corporation also provided helpful comments. 
(The assistance of external reviewers implies no responsibility for the final product, which rests 
solely with CBO.) 

Mark Hadley, Jeffrey Kling, and Robert Sunshine reviewed the report. Rebecca Lanning edited it, 
and Jimmy Chin fact-checked it. Casey Labrack and Jorge Salazar prepared it for publication. An 
electronic version of the report is available on CBO’s website (www.cbo.gov/publication/55150). 

CBO continually seeks feedback to make its work as useful as possible. Please send any comments 
to communications@cbo.gov. 

Keith Hall 
Director 
May 2019 

http://www.cbo.gov/publication/55150
mailto:communications@cbo.gov


5/10/2019 Individual Insurance Market Performance in 2018 I The Henry J. Kaiser Family Foundation 

Individual Insurance Market Performance in 2018 

,Cynthia Cox (htti;is://www.kff.org[i;ierson/cynthia-cox/) (https://twitter.com/cynthiaccox), 


Rachel Fehr (htti;is://www.kff.org[i;ierson/rachel-fehr/), and Larry Levitt (htti;is://www.kff.org[i;ierson/larry-levitt/) 


(https://twitter.com/larry _levitt) 

Published: May 07, 2019 

CD0®@® 

ISSUE BRIEF 

The early years of the Affordable Care Act (ACA) exchanges and broader ACA-compliant individual 
market were marked by volatility. Markets in some parts of the country have remained fragile, with 
little competition, an insufficient number of healthy enrollees to balance those who are sick, and high 
premiums as a result. .B.y 2017 (httP-s://www.kff.org/health-reform/issue-brief/individual-insurance-market
Rerformance-in-2017/), however, the individual market generally had begun to stabilize. Absent any policy 
changes, it is likely insurers would have required only modest premium increases to regain or maintain 
profitability in 2018. 

However, by mid-2017 when insurers were considering 2018 premiums and participation, it was 
unclear whether the individual mandate would be enforced, cost-sharing subsidies would be paid, or 
the ACA as a whole would remain law. In October 2017, the Trump Administration ceased payments for 
cost-sharing subsidies, which led some insurers to exit the market or request larger premium increases 
than they would have otherwise. The Administration also reduced funding for advertising and 
outreach. And, Congress ultimately repealed the individual mandate penalty, effective for 2019. Amid 
these policy changes and legislative uncertainty, insurers raised benchmark premiums by an average 
of 34% going into 2018. 

In this analysis, we find individual market insurers saw better financial performance in 2018 than in all 
the earlier years of the ACA and returned to, or even exceeded, pre-ACA levels of profitability. 
Premiums fell slightly_(httRS://www.kff.org/health-costs/issue-brief/how-aca-marketP-lace-wemiums-are-changl!Jg:.by.: 
count)'-in-2019/) on average for 2019, as it became clear that some insurers had raised 2018 rates more 
than was necessary. It is likely premiums would have fallen even more if the individual mandate 
penalty were still in effect. 

In this brief, we use financial data reported by insurance companies to the National Association of 
Insurance Commissioners and compiled by Mark Farrah Associates to look at the average premiums, 
claims, medical loss ratios, gross margins, and enrollee utilization from 2011 through 2018 in the 
individual insurance market, as well as the amount of medical loss ratio rebates insurers expect to 
issue to 2018 enrollees. These figures include coverage purchased through the ACA's exchange 
marketplaces and ACA-compliant plans purchased directly from insurers outside the marketplaces 
(which are part of the same risk pool), as well as individual plans originally purchased before the ACA 
went into effect. 
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Our analysis also finds that insurers are expecting to pay a record total of about $800 million in rebates 
to individual market consumers for not meeting the ACA medical loss ratio threshold, which requires 
them to spend at least 80% of premium revenues on health care claims or quality improvement 
activities. This comes from initial estimates reported by insurers; actual rebates could end up being 
either higher or lower. In total, across the individual, small group, and large group markets, insurers 
expect to issue about $1.4 billion in rebates this year based on their 2018 performance. If insurer 
expectations hold true, these will be the largest consumer rebates issued since the MLR program 
began. 

These new data from 2018 offer further evidence that insurers in the individual market are regaining 
profitability, though more recent policy and legislative changes taking effect in 2019 - the repeal of the 
ind ivi d uaI mandate (httP-S://www.kff.org/hea Ith-reform/issue-brief/how-many-of-the-uninsured-can-RU rchase-a

ma rketP-lace-P-lan-for-less-tha n-thei r-sha red-reSP-Onsi bi lity.:P-enalty/?utm camP-aign=KFF-2017-November-lnd-Mandate

Penalty-Analysis&utm source=hs email&utm medium=email& hsenc=P-2ANgtz-

GPbhQryF71 Zmxxh7bbklEYsSQdn25E NZijeBfNvZRSOcg~jCCCnFLGR1 AGtoKJPSYOLT) penalty as part of tax reform 
legislation and the proliferation of loosely-regulated short-term insurance (httf2s://www.kff.org/health

reform/issue-brief/understanding-short-term-limited-duration-health-insurance/) plans - continue to cloud 
expectations somewhat for the future. 

Medical Loss Ratios 

As we found in our previous analysis (httP-:!lwww.kff.org/health-reform/issue-brief/insurer-financial-P-erformance-in

the-early.:years-of-the-affordable-care-act!), insurer financial performance as measured by loss ratios (the 
share of health premiums paid out as claims) worsened in the earliest years of the ACA Marketplaces, 
but began to improve more recently. This is to be expected, as the market had just undergone 
significant regulatory changes in 2014 and insurers had very little information to work with in setting 
their premiums. 

The chart below shows simple loss ratios, which differ from the formula used in the ACA's MLR 
provision.1_(httf2s://www.kff.orgLP-rivate-insurance/issue-brief/individual-insurance-market-P-erformance-in

2018/view/footnotes/#footnote-403720-1) Loss ratios began to decline in 2016, suggesting improved financial 
performance. In 2017, following relatively large premium increases, individual market insurers saw 
significant improvement in loss ratios, a sign that individual market insurers on average were 
beginning to better match premium revenues to claims costs. Loss ratios have continued to decline, 
averaging 70% in 2018. This suggests insurers were able to build in the loss of cost-sharing subsidy 
payments when setting premiums and some insurers likely over-corrected. 
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Average Individual Market Medical Loss Ratios, 

2011 - 2018 
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Figure 1: Average Individual Market Medical Loss Ratios, 2011 - 2018 

Margins 

Another way to look at individual market financial performance is to examine average gross margins 
per member per month, or the average amount by which premium income exceeds claims costs per 
enrollee in a given month. Gross margins are an indicator of performance, but positive margins do not 
necessarily translate into profitability since they do not account for administrative expenses. 
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Figure 2: Average Individual Market Gross Margins Per Member Per Month, 2011 - 2018 
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Gross margins show a similar pattern to loss ratios. Insurer financial performance improved 
dramatically through 2018 (increasing to $167 per enrollee, from a recent annual low of -$9 in 2015). 
These data suggest that insurers in this market are now financially healthy, on average. 

Underlying Trends 

Driving recent improvements in individual market insurer financial performance are the premium 
increases in 2018 combined with more modest growth in claims for medical expenses. On average, 
premiums per enrollee grew 26% from 2017 to 2018, while per person claims grew only 7%. This 
growth in premiums is in part due to the loss of cost-sharing subsidy payments; insurers are required 
by law to provide cost-sharing subsidies to eligible enrollees, but are no longer being reimbursed by 
the federal government. Rate hikes to offset the termination of federal cost-sharing subsidy payments 
were a major factor in 2018 premium increases. 
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Average Individual Market Monthly Premiums and 
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Figure 3: Average Individual Market Monthly Premiums and Claims Per Person, 2011 - 2018 
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One concern about rising premiums in the individual market was whether healthy enrollees would 
drop out of the market in large numbers rather than pay higher rates. While the vast majority of 
exchange enrollees are subsidized and sheltered from paying premium increases, those enrolling off
exchange would have to pay the full increase. Despite this dynamic, the average number of days 
individual market enrollees spent in a hospital in 2018 was slightly lower than inpatient days in the 
p revi ous three yea rs.£_(htq;is://www.kff.org{P-rivate-i nsuranee/issue-brief /ind ividua1-i nsuranee-ma rket-P-erforma nee-in

2018/view/footnotes/#footnote-403720-2) 
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Figure 4: Average Individual Market Monthly Hospital Patient Days Per 1,000 Enrollees, 2011 
- 2018 
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Taken together, these data on claims and utilization suggest that the individual market risk pool is 
relatively stable, though sicker on average than the pre-ACA market, which is to be expected since 
people with pre-existing conditions have guaranteed access to coverage under the ACA. Despite 
concerns that healthier enrollees may be dropping out of the market in recent years, somewhat lower 
average inpatient days indicate that the individual market did not get sicker, on average, during 2018. 

Expected Rebates 

The medical loss ratio ("MLR") provision of the ACA requires most insurance companies that cover 
individuals to spend at least 80% of their premium income on health care claims and quality 
improvement, leaving the remaining 20% for administration, marketing, and profit. Beginning in 2012, 
insurers failing to meet the applicable MLR standard for the prior year (2011) were required to issue 
rebates to consumers and employers. Thus far, the 2011 rebates had remained the largest ever issued 
- totaling $399 million in the individual market alone (and $1 .071 bill ion across the individual, small 
group, and large group markets). 

Insurers' preliminary estimates indicate they expect to issue about $800 million in rebates to 2018 
individual market enrollees, which would be the highest total for the individual market by far since the 
program began. While this represents initial insurer estimates, and the actual rebate amount issued 
COLI Id be lower 0 r h igher;!_(httr;is://www.kff.orglr;irivate-insurance/issue-brief/individual-insurance-market-r;ierformance
in-2018/view/footnotes/#footnote-403720-3), these high expected rebates provide further evidence that some 
insurers over-corrected in raising individual market premiums for 2018. 
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Insurers estimate more than 3 million 2018 individual market enrollees, or 26%, are eligible to receive 
rebates. Insurers owing rebates expect to issue about $260 per member, on average. All rebates must 
be issued by September 30 of the year following the applicable MLR reporting period (i.e., September 
2019 for the 2018 reporting period). 

Across all commercial markets - individual, small group, and large group - rebates are expected to 
total approximately $1.4 billion. If insurer estimates hold true, these will be the largest rebates issued 
since the MLR program began. These higher rebates are mostly driven by the individual market. 
Rebates in the small and large group markets are expected to be larger than average, but not 
significantly so. 

Discussion 

Annual results from 2018 suggest that despite significant challenges and recent enrollment declines, 
insurers in the individual insurance market are now generally profitable. Insurer financial results from 
2018 - after the Administration's decision to cease cost-sharing subsidy payments, but before the 
repeal of the individual mandate penalty in the tax overhaul went into effect - reveal the most 
favorable year in the ACA-compliant market's history. 

Premium and claims data support the notion that 2017 premium increases were necessary as a one
time market correction to adjust for a sicker-than-expected risk pool , and premium increases in 2018 
were in large part compensating for policy uncertainty and the termination of cost-sharing subsidy 
payments, though some insurers appear to have over-compensated. Without these policy changes, it is 
likely that insurers would generally have required only modest premium increases in 2018. Low loss 
ratios and higher margins indicate that some insurers raised premiums more than was necessary to 
cover claims and administrative costs and earn a reasonable profit in 2018. 

Across the individual market, insurers expect to pay record-high rebates to consumers for failing to 
meet the medical loss ratio requirement, providing further evidence that insurers over-corrected when 
setting 2018 premiums. Before the ACA's MLR provision went into effect, insurers in such a situation 
would have experienced windfall profits. The MLR rule requires insurers to repay consumers in the 
form of a cash rebate or premium credit when the prior year's premiums are determined to have been 
too high relative to claims costs. 

While markets in some parts of the country remain more fragile, the individual market on average is 
becoming more profitable. Some insurers have exited the market in recent years, but others have been 
successful and expanded their footprints, as would be expected in a competitive marketplace. Even 
though repeal of the individual mandate penalty and expansion of loosely-regulated insurance options 
had an upward effect on 2019 premiums, premiums actually decreased (httP-s://www.kff.org/health
costs/issue-brief/how-aca-marketP-lace-P-remiums-are-changl!Jg:.Qy-county-in-2019/) slightly because 2018 premiums 
were higher than necessary to cover claims costs. In 2019, new insurers have entered and some 
insurers a re reente ri ng_(httP-s://www.kff.org/health-reform/issue-brief/i nsurer-P-articiP-ation-on-aca-marketP-laces-2014
2019/) markets they had previously exited. While signups through the marketplace during the 2019 
open enrollment period declined somewhat compared to 2018, financial results suggest the market is 
still stable and sustainable. 

Methods 

We analyzed insurer-reported financial data from Health Coverage Portal TM, a market database 
maintained by Mark Farrah Associates, which includes information from the National Association of 
Insurance Commissioners. The dataset analyzed in this report does not include NAIC plans licensed as 
life insurance or California HMOs regulated by California's Department of Managed Health Care; in 
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total, the plans in this dataset represent at least 80% of the individual market. All figures in this issue 
brief are for the individual health insurance market as a whole, which includes major medical 
insurance plans and mini-med plans sold both on and off exchange. We excluded some plans that filed 
negative enrollment, premiums, or claims and corrected for plans that did not file "member months" in 
the annual statement but did file current year membership. 

To calculate the weighted average loss ratio across the individual market, we divided the market-wide 
sum of total incurred claims by the sum of all unadjusted health premiums earned. Medical loss ratios 
in this analysis are simple loss ratios and do not adjust for quality improvement expenses, taxes, or risk 
program payments. Gross margins were calculated by subtracting the sum of total incurred claims 
from the sum of unadjusted health premiums earned and dividing by the total number of member 
months (average monthly enrollment) in the individual insurance market. Using earned premiums 
adjusted for taxes and fees to calculate loss ratios and gross margins increases the MLR by 6 
percentage points and decreases the gross margin per member by $42 in 2018. On average across all 
years, using earned premiums adjusted for taxes and fees increases the MLR by 3 percentage points 
and decreases the gross margin per member by $14. 

Total rebates are based on preliminary estimates from insurers. Since 2014, the total rebate amount 
issued across the individual, small group and large group markets has varied by 3 to 5% from insurer 
estimates. At the market level, the difference between estimates and actual rebate totals have been 
more volatile. Since 2014, individual market estimates have varied by as much as $34 million, or over 
20%, as compared to the final actual rebates reported in December of the year following the applicable 
MLR reporting period. In some years, final rebates are higher than expected and in other years, final 
rebates are lower. 
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Affordable, quality health care. For everyone. 
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ComRliant Health Plans 

States Step Up to Protect Insurance Markets and Consumers from 
Short-Term Health Plans 

May 2, 2019 I Dania Palanker, Maanasa Kona, and Emily Curran 

ABSTRACT 

• 	 Issue: Short-term health insurance plans are expected to siphon healthy individuals away from 

the ACA-compliant insurance market, causing higher premium rates in the individual market and 

leaving millions enrolled in coverage that excludes key services and financial protections. 

• 	 Goals: To offer a comprehensive look at state regulation of short-term plans, better understand 

emerging trends in regulation of the short-term market, and glean lessons learned in the 

policymaking process. 

• 	 Methods: Review of state laws, analysis of new laws and regulations governing short-term plans 

in nine states and D.C., and structured interviews with policymakers and stakeholders. 

• 	 Key Findings: States took steps in 2018 to ban or limit short-term plans and to increase the 

value of these products. State action aimed to protect consumers from products offering 

inadequate coverage and misinformation while safeguarding the individual health insurance 



market. New laws were passed with bipartisan backing and with support from consumer and 

patient advocates and health insurers. 

• 	 Conclusion: If states do not take action to protect consumers, premium costs for ACA

compliant coverage are likely to rise and consumers may find themselves with plans that do not 

provide the protection they expect. States can pursue a variety of policy options, in addition to 

duration limits, to protect consumers and the individual health insurance market. 

Background 

Short-term, limited duration health insurance - known as short-term plans - was originally 

intended to fill short gaps when people transitioned between coverage, but is now being sold as a 

replacement for year-round comprehensive coverage.1 Short-term plans are not subject to the 

consumer protections of the Affordable Care Act (ACA). As a result, they have numerous gaps and 

limits in their benefit design, and people with these plans can be denied coverage for certain 

conditions (see Exhibit 1).2. Short-term plans may appear cheaper, but may result in higher out-of

pocket costs or in people going without necessary care. In one instance, a plan paid only $11,780 

toward $211,690 for heart surgery, leaving the enrollee with about $200,000 in bills. The insurer 

claimed this remainder exceeded the allowable amount under the plan.1 



Exhibit 1 

Comparison of Marketplace Plans to Short-Term Plans for Sale iI 
Dallas, Texas 

Benefit 
design 

ACA-
compliant 

plans 
Short-term plans 

Highest 
deductible 

$7,900 $25,000 

Limit on total 
covered benefits 

None $100,000-$2,000,000 per contract term 

Available 
regardless of 
health status 

Yes 
No, except one insurer offering guaranteed options with a $100,000 limit in total coverage per cc 
term 

Preexisting 
conditions 

Covered Excluded 

Mental health 
and substance 
use 

Covered in parity 
with other 
services 

Excluded by three of six insurers analyzed; all three insurers covering mental health and substanc 
treatment limit outpatient visits to 10 visits at $50 and limit inpatient services to $100 per day fo 
categories 

Outpatient 
prescription 
drugs 

Covered 
Excluded by five of six insurers analyzed; only insurer covering outpatient prescription drugs limit 
to $3,000 and excludes prescription drugs in lower-cost plans 

Pregnancy and 
delivery 

Covered Excluded 

l!:.J Download data 

Data: Authors' analysis of plans available in February 2019 on eHealthinsurance.com for the zip code 75001. There were a total of three ACA-compliant insur 

short-term insurers. 

Source: Dania Palanker, Maanasa Kona, and Emily Curran, States SteQ. UQ. to Protect Insurance Markets and Consumers from Short-Term Health Plans (Comrr 

Fund, May 2019). htt[,1s://doi.org/10.26099/baeS-1 m65 

Federal regulations limit the duration of short-term plans. Out of a concern that people were 

enrolling in short-term plans in lieu of ACA-compliant coverage, in 2016 the Obama administration 

changed the maximum duration to less than three months and required the policies to include a 

consumer disclosure.~ In 2018, the Trump administration reverted to a maximum term of less than 

12 months while also allowing short-term plans to be renewed for up to 36 months.-5. 

States maintain primary authority for regulating short-term plans, with federal rules acting as a 

floor.§. Some states have a very light regulatory touch while four (California, Massachusetts, New 

Jersey, and New York) have banned the sale of all or most short-term plans (see AnP-endix A) . 

Twenty-two states limit the initial duration of a short-term plan to less than the federal limit of 12 

months. Some states additionally limit or prohibit "stacking," a practice used by some brokers and 

http://eHealthinsurance.com
https://doi.org/10.26099/baeS-1m65


insurers to sell consumers multiple short-term plans at one time with consecutive start dates so that 

the plans patch together a full year of coverage. While a majority of states mandate that short-term 

plans have some benefit requirements, Colorado and Connecticut are the only states that require 

coverage of a comprehensive set of benefits using the ACNs essential health benefit provision.I 

Other ways states have chosen to regulate the short-term market include limiting rating factors (that 

is, varying rates based on variables like gender or age); requiring insurers to pay a minimum 

percentage of premiums for medical claims and quality costs; and prohibiting rescissions, a practice 

in which insurers retroactively cancel coverage - often after a high-cost claim is filed (Exhibit 2). 



Exhibit 2 

State Policy Options to Regulate Short-Term Plans 

Policy 
option 

Description

Ban short
term plans 

Prohibit the sale of short-term plans. 

Limit plan 
duration 

Limit the maximum contract term of short-term plans to less than the federal limit of under 12 months. Most common lir 
about three or six months. 

Prevent circumvention of plan duration limits by prohibiting insurers from effectively stacking multiple policies to create 
for a longer duration. Some states prohibit the sale of consecutive short-term policies while other states limit the total nL 
policies a consumer may purchase within a set period of time or the length of time a consumer can be covered by short-1 
within a year. 

Limit 
stacking 	

Prohibit or limit practices that discriminate against people with preexisting conditions. States can protect consumers at ti 
enrollment by banning the consideration of preexisting conditions in determining if an applicant is eligible for a plan or or 
preexisting conditions within a specific time period to be considered as part of the application process. States can protec1 
issued coverage by prohibiting or limiting preexisting condition exclusions, which exclude coverage for any services or trE 
related to a preexisting condition. 

Preexisting 	
condition 	
protections 	

Require 
certain 
benefits 

Require short-term plans to cover a minimum set of benefits, either by detailing benefits specific to the short-term mark( 
requiring coverage of the essential health benefits. 

Require a 
medical 
loss ratio 

Require short-term insurers to spend a minimum percentage of all premium dollars on customers' medical claims and ac
improve the quality of care.

Limit 
premium 
rating 
factors 

Limit the factors short-term insurers can use to determine premium rates. For example, states can prohibit short-term pl<
age or gender rating (varying rates based on the age or sex of enrollees) or limit how much more plans can charge based , 
rating factors. 

Prohibit plans from retroactively canceling coverage, except in the case of a subscriber's fraud or intentional misrepresen 
material fact. States can limit any cancellation of coverage by the insurer, including such instances of fraud or when thee 
fails to pay premiums. 

Prohibiting
rescissions 	

Limit who 
can enroll 

Limit who is eligible for short-term plans, such as consumers who were not eligible for enrollment in the marketplace dur 
prior year. 

Ensure 
consumers 
see or hear 
consumer 
disclosure 

Require a stronger consumer disclosure than is required by federal regulations and require the disclosure be read to pote
enrollees by agents and brokers or require the consumer to sign a statement that they have read the consumer disclosur 

Require 
external 
appeals 

Require short-term plans to use an external appeals process for denied claims so enrollees have a third party making final 
determinations.

[!] Download data 

Data: Authors' analysis. 

Source: Dania Palanker, Maanasa Kana, and Emily Curran, States SteQ. UQ. to Protect Insurance Markets and Consumers from Short-Term Health Plans (Comrr 

Fund, May 2019). httRs://doi.org/10.26099/baeS-1 m65 

http://doi.org/10.26099/baeS-1m65


In the states that do not strictly regulate short-term plans, the longer duration short-term plans 

now allowed by the Trump administration are expected to siphon healthy individuals from the 

individual insurance market..6. Estimates vary, but the Congressional Budget Office estimates 1.2 

million people will enroll annually in short-term coverage by 2028.~ If this happens, rates will likely 

increase in the individual market and, if some insurers drop out of the market, consumer choice 

may decline.10 The millions who enroll in short-term plans will be left with inadequate coverage 

that excludes services such as substance use disorder treatment or is cancelled after high-cost claims 

are filed. 11 

While most states' short-term laws have existed for years or even decades, nine states and the 

District of Columbia (D.C.) finalized new laws or regulations in 2018 in response to the changes 

from the federal government (Exhibit 3). California, Hawaii, Illinois, Maryland, Vermont, and D.C. 

did so through legislation; Colorado, Delaware, New Mexico, and Washington issued regulations.12 

To better understand emerging regulatory trends in this area, we analyzed these new laws and 

regulations and interviewed policymakers (legislators, legislative staff, or regulators) and stakeholders 

(consumer and patient advocates or health insurers).13 

Exhibit3 

New Laws or Regulations in 2018 That Limit Short-Term Plans iIJ 
States and D.C. 

Policy 
option 

California Colorado Delaware District of 
Columbia 

Hawaii Illinois Maryland New 
Mexico 

Vermont Wa 

Ban short-
term plans 

Yes No No No No No No No No 

Limit plan 
duration 

n/a 
6 months 

or less* 
3 months 

or less 
3 months or 

less 
Less than 
91 days 

Less than 
181 days 

3 months 
or less 

3 
months 
or less 

3 months 
or less 

3 

Limit 
n/a Yes* Yes Yes No Yes No Yes Yes

stacking 

[!) Download data 

Data: Authors' analysis of state laws governing short-term health plans. 


*Colorado's limits on short-term plan duration and stacking existed prior to 2018. All other limits were enacted or issued in 2018. 


Source: Dania Palanker, Maanasa Kana, and Emily Curran, States Ste12 UQ. to Protect Insurance Markets and Consumers from Short-Term Health Plans (Comrr 


Fund, May 2019). httRs://doi.org/10.26099/baeS-1 m65 


Findings 
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STATES AIMED TO PROTECT CONSUMERS FROM INADEQUATE PRODUCTS AND 
MISINFORMATION AND TO SAFEGUARD INDIVIDUAL HEALTH INSURANCE 
MARKETS 

Decisions by states to regulate or ban short-term plans were based on concerns for consumers and 

the stability of health insurance markets. Some concerns centered on the coverage limitations of 

short-term plans. For example, Illinois consumer advocates highlighted a short-term plan that 

excludes coverage for some hospitalizations when patients are admitted over a weekend. 

Policymakers generally wanted to make sure consumers are aware of what they are purchasing. One 

regulator said there have been instances of individuals "thinking they had an ACA-compliant major 

medical plan" and a consumer advocate pointed to "sticker shock" after enrollees file claims. 

Regulators in two states expressed concerns about what brokers are telling consumers, noting that 

staff in their agencies happened to have been on the receiving end of telemarketing calls selling 

short-term plans and therefore experienced the sales pitch directly. 

Some policymakers were concerned that the sale of longer duration short-term plans, with a 12

month term and potential for renewal up to 36 months, would harm the individual health insurance 

market if healthy enrollees pursued these plans instead of individual market coverage. One regulator 

said "people going into [short-term] plans are going to be healthier people ... and therefore our 

marketplace is adversely impacted." 

NINE STATES AND THE DISTRICT OF COLUMBIA TOOK ACTION TO PROTECT 
INSURANCE MARKETS AND CONSUMERS IN 2018 

Nine states and D.C. passed laws or introduced regulations in 2018 because of the new federal 

regulations (Exhibit 4 and A1212endix B). The actions taken by states were designed to limit the sale 

of short-term plans and bolster consumer protections in the market. 



Exhibit 4 

States' 2018 Actions to Protect Consumers in Short-Term Plans 

Policy 
option 

California* Colorado Delaware District of 
Columbia 

Hawaii Illinois Maryland New 
Mexico 

Vermont Wa 

Require 
certain 
benefits 

n/a ./ 

Require a 
medical loss 
ratio 

n/a ./ 

Limit rating 
factors 

n/a ./ 

Preexisting 
condition 
protections 

n/a 

Strictly limit 
rescissions 

n/a 

Limit who 
can enroll 

n/a ./ 

Require 
consumer 
disclosure 

n/a ./ ./ ./ 

[±] Download data 

Data: Authors' analysis of state laws governing short-term health plans. 


Note: Checkmarks denote state action taken in 2018. Some states without checkmarks had previously required this consumer protection. Colorado finalize< 


preexisting condition protections and expanded their benefit requirements in 2019 with an April 2019 effective date. 


*These consumer protections are not applicable to California because the state's ban prevents the sale of any short-term plan. 


Source: Dania Palanker, Maanasa Kana, and Emily Curran, States SteQ. UQ. to Protect Insurance Markets and Consumers from Short-Term Health Plans (Comrr 


Fund, May 2019). htt[,1s://doi.org/10.26099/baeS-1 m65 


Limiting Enrollment in Short-Term Plans 

Stakeholders interviewed in almost every state reported that officials first considered whether there 

was a place for short-term plans in their insurance markets. In general, policymakers thought that 

short-term policies provided an important option to consumers transitioning between coverage. But 

legislators in California concluded that the drawbacks of short-term plans outweigh any potential 

benefits, especially since consumers transitioning between coverage can buy ACA-compliant plans 

through special-enrollment periods. California banned short-term plans, so such plans may no 

longer be sold. 

https://doi.org/10.26099/baeS-1m65


The other eight study states and D.C. limit duration of short-term plans to six months or less. 

Colorado had already limited duration to six months; Illinois newly limited duration to less than 

181 days, and six other states and D.C. newly limited duration to about three months. One 

regulator explained a three-month limit keeps short-term plans issued only "for the purpose they 

were intended." Five states and D.C. limit or prohibit the practice of stacking by restricting the total 

time an individual can enroll in short-term plans offered by one or more insurers. Stacking 

"effectively defeats the purpose of short-term" plans, one regulator said. 

Two states took innovative approaches to limiting enrollment in short-term plans. Hawaii limits 

eligibility to those who were unable to enroll in marketplace coverage in the prior year in the open

enrollment or a special-enrollment period. This leaves only a small group of individuals, including 

undocumented immigrants and new residents, eligible to buy short-term plans. Washington 

prohibits the sale of short-term plans during the open-enrollment period for the next calendar year. 

This is to minimize the likelihood of short-term plans siphoning healthy risk from the ACA 

marketplace. 

Making Modest Improvements in Value of Short-Term Plans 

Some study states created additional consumer protections in the short-term market. Illinois and 

Washington now ban rescissions except for very limited circumstances, such as fraud on the part of 

the enrollee. D.C. protects enrollees and applicants who are currently receiving medical treatment or 

have sought treatment in the past 12 months from being denied coverage or having a claim denied 

because of their preexisting condition. As of April 2019, short-term plans in Colorado cannot deny 

coverage based on a preexisting condition. Five of the study states and D.C. have consumer 

disclosure requirements, although some simply codify the federal requirement. In an effort to 

increase the likelihood consumers see or hear the disclosure, Delaware requires prominent 

placement on application materials, Illinois requires brokers and agents to read the disclosure to the 

applicant, and Washington requires consumers to sign a standard disclosure form that includes 

details on benefits and exclusions. 

Two study states have benefit requirements. Washington requires a minimum level of benefits for 

short-term plans. According to a regulator, this is intended to balance two objectives: make 

coverage not "illusory" and also so that it does not look "so much like an ACA plan it would 

entice people away from marketplace coverage." In Colorado, regulations finalized in 2019 require 

short-term plans to cover all 10 essential health benefit categories.14 To make sure plans have all 

the mandated benefits, Colorado requires the insurance commissioner to review the forms prior to 

the sale of the plans. 

STATES RESTRICTED SALE OF SHORT-TERM PLANS WITH LITTLE OPPOSITION 
AND WITH BIPARTISAN SUPPORT 

Consumer and Patient Advocates and Individual Market Insurers Supported Changes; Brokers and Short
Term Insurers Opposed Them 



In most of the study states, advocates and health insurers participating in the individual market 

supported the policy changes. Consumer and patient advocacy groups sometimes pushed for 

stronger consumer protections and engaged in efforts to educate the public and legislators on the 

gaps in short-term policies. In two states, individual market health insurers proposed legislative 

language limiting short-term plans. In many states, legislators worked closely with their insurance 

marketplaces and regulators in writing legislation. Final legislation in D.C. included additional 

protections introduced by the mayor in separate legislation and recommended by patient advocates 

and regulators during a hearing. 

When there was opposition, it was primarily from agents, brokers, and short-term health insurers.15 

One state reported that a short-term insurer was adamant about the need to "discriminate against 

people with preexisting conditions in order to have a vibrant business." In another state, a few 

brokers commented that a three-month limit "makes no sense" and that some consumers either do 

not want to pay for ACA-compliant coverage or miss open enrollment. 

Advancing Bipartisan Policies 

All the states that passed legislation did so with bipartisan support, although these were all states 

with Democratic control of one or more legislative chambers. While the Republican governor 

vetoed Illinois's bill, the Senate overrode the veto unanimously. The sponsoring legislator in Illinois 

agreed to amend the legislation, including taking out the requirement that short-term plans meet all 

the same requirements as ACA-compliant plans, to obtain bipartisan support. In Maryland, a 

Republican administration supported the Democrat-sponsored legislation. 

One factor credited for bipartisan consensus was the efforts of advocates to educate legislators on 

the nature and limitations of short-term policies. Advocates said they laid out the differences in 

benefits between individual market and short-term policies. Consumer advocates in one state found 

legislation to be an "easy sell" to policymakers once they understood the limitations of short-term 

policies. A legislator in another state noted that experts supporting and explaining the proposal 

helped shore up bipartisan support. 

Discussion 

The short-term market is expected to grow as plans with longer durations are marketed as an 

alternative to ACA-compliant coverage. In states that take no steps to protect consumers, premium 

costs for ACA-compliant coverage are likely to rise and consumers will discover too late that their 

short-term plan does not provide the protection they expect. An increasing number of people will 

likely be left with denied claims or find themselves uninsured when their coverage is rescinded. 

States that took early action regulating short-term plans can provide insight to policymakers looking 

to protect consumers and insurance markets. 

While states frequently adopt duration limits in their effort to regulate short-term plans, there are 

other policy options that can restrict short-term plans and increase consumer protections. At a 

minimum, states can enforce duration limits and prohibit the sale of consecutive policies to close 



the stacking loophole. Policymakers also are thinking creatively about ways to improve the value of 

short-term plans, by requiring a minimum set of benefits, prohibiting the rescission of coverage 

from sick enrollees, or banning discrimination against applicants and enrollees with preexisting 

conditions. States can decide which protections best fit their insurance markets. 

Although the effects of these state actions on the broader insurance markets is still unknown, these 

efforts show that regulating the short-term market is feasible. Legislation can be passed with 

support across party lines and with the backing of large health insurers, as well as consumer and 

patient advocates. 
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Preface 

Since 2013, the Robert Wood Johnson Foundation (RWJF) has led a pioneering effort to 

advance a Culture of Health that "enables all in our diverse society to lead healthier Jives, now 
and for generations to come" (Plough er al ., 2015). Together with rhe RAND Corporation, 
RWJF developed an Action Framework and selected 35 measures to advance these goals. The 
Action Framework and measures were selected as a means of defining, operationalizing, and 
measuring the United States' progress toward this goal. 

A pan of the work to track progres in building a CuJture of Healch, RAND research
ers worked with RWJF ro design and field the acional Survey of Health Arrirndes to provide 
insight and perspective on how people in the United States think abour, value and priori
tize health and consider issues of health equity. The survey was first fielded in 2015, and an 
updated version was fielded in 2018. This report provides a brief overview of the 2018 survey 
development and content, and rhen a top-line summary of descriptive sracistics. The report 
complements the overview of the 2015 survey described in rhe RAND repon Development of 
the Robert Wood Johnson Foundation National Survey ofHealth Attitudes (Carman et al., 2016) 
and is organized simiJarly for consistency. Ocher information about the Culture of Health 
vision, including che Action Framework and measure derail, cedmica1 reports, and orher infor
mation, can be fm111d ac www.culrureofhealth.org (RWJF, undated). 

Researchers from RAND and RWJF jointly conducted the research reported here; the 
report is intended for individuals and organizations interested in learning more about public 
attitudes abom a Culture of Health. Given chat RWJF is focused on u ing the Action Frame
work and measures to catalyze a national dialogue about approaches and investments to improve 
population health and well-being, the report should be beneficial to a range of national srare, 
and local leaders across a variety of sectors rhat contribute to health. 

This research was sponsored by rhe Robert Wood Johnson Foundation and conducted 
within RAND Social and Economic Well-Being. Anita Chandra led thi research study wirh 
a large diverse team of RAND researchers. Questions about the report can be directed to 
Chandra@rand.org. 

RAND Social and Economic Well-Being is a division of the RAND Corporation char 
seeks to actively improve the health and social and economic well-being of populations and 
communities throughout the world. This research was conducted in the Community Health 
and Enviromnemal Policy Program within RAND Social and Economic Well-Being. The 
program focuses on such topics as infrastructure, science and technology community design 
community health promotion, migration and population dynamics transportation, energy 
and dimare and the envirorunenr as well as orher policy concerns that are influenced by the 
natural and built environment, technology, and commLmiry organizations and institutions 
thar affect well-being. For more information, email chep@rand.org. 
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Summary 


Since 2013, the Robert Wood Johnson Foundation (RWJF) has led a pioneering effort to 

advance a Culture of Health that "enables all in our diverse society to lead healthier Jives, now 
and for generations to come" (Plough er al., 2015). Together with rhe RAND Corporation, 
RWJF developed an Action Framework and selected measures to advance rhese goals. The 
Action Framework and 35 measures were selected as a means of defining, operarionalizing, 
and measuring the United Stares progress toward this goal. 

This repon describes the 2018 RWJF ational Survey ofHealthArrirudes, which RWJF 
and RAND researchers developed and conducted as pan ofthe fou ndacion's Culrure of Health 
vision. This survey was designed to measure whether rhe views and perception ofa nationally 
representative sample of people living in rhe United States are aligned with the idea set forrh 
in the Action Framework, including drivers of health and well-being and the role of health 
equity. An earlier version of this survey was conducted in 2015. In 2018 we fielded an updated 
version that included many of rhe same questions but added some new constructs that were of 
interest as part of the larger Culture ofHealth effon. This report complements the overview of 
the 2015 survey described in the RAND report Development ofthe Robert Wood Johnson Foun
dation National Sttrvey ofHealth Attitudes (Carman ec al., 2016). Orher information about the 
Culnire of Health, including the Action Framework, derails about all 35 national measures 
technical repons and other information can be found at www.cultureofhealth.org (RWJF 
undated). 

The questions in the 2018 survey were intended to measure the attitudes, values, and 
beliefs of a representative sample on issues related to the Culture of Health. The survey covers 
a variety of topics including views regarding social determinants of health and disparities, 
change agents and action on health, healrh tarns and experiences views of the role of govern
ment in health general views on equity and health equity commllllity well-being and priori
ties for health relative to other social issues. 

In particular, rhe survey was fielded to collect data for three of the Culture of Health mea
sures. We designed this survey co measure construct chat could nor be assessed using existing 
data. In some cases, existing dara were our of date or collected only in small samples rhar were 
not nationally representative. Where possible, we used questions drawn from available survey 
instruments. However, in some cases we had to modify existing questions or develop new 
questions because chere is limited work char captures che health values, particularly ourside of 
health care. The resulring survey contained 34 questions some with subquestions or multiple 
parts. The median time to complete the survey was between 18 and 19 minutes. 

Using methods comparable to those used in rhe 2015 survey, we collected data via che 
RAND American Life Panel (ALP) and the KnowledgePanel (which was admini tered at rhe 
time by GfK Custom Research bur has since been sold to Ipsos). Both panels are nation-
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ally representative internet panels whose members are recruited via probability-based sampling 
method . Both provide compurer and internet connections for respondents who do nor have 
them at rhe rime of panel recruitment. Both compensate respondents for their participation. 
Both panels collect demographic information about respondents separately and provide this 
information with each data set. We fielded the same survey instrument in both panels. The 
rwo survey efforts combined resulted in a fmal coral sample of 7,187 completed surveys: 2,479 
from rhe ALP and 4,708 from the KnowledgePanel. Each panel brings distinct benefits. With 
the ALP, we can link responses to a very rich set of background variables collected through 
other surveys as well as ro responses collected in rhe 2015 National Survey of Health Arti
rudes. On rhe other hand, the KnowledgePanel provides a significantly larger sample size. We 
used a raking algorithm ro create weights to march the distribution of characteristics in our 
sample as closely as possible ro rhe distribution of characteristics of rhe population from rhe 
2018 Currenr Population Survey (U.S. Census Bureau 2018). We combined the results from 
the rwo panels and calculated weights ro make rhe combined panel representative of the popu
lation. We calculated the margin of error based on the 95-percent confidence interval. The 
margin of error for rhe full sample ranges from 0.35 percent to 1.35 percent, for proportions 
near 1 percent and 50 percent, respectively. 

This report describes three measures created from these survey dara char are part of the 
35 national Culture of Health measmes (described in more derail at www.culrureofhealrh.org 
[RWJF, undated]). These measures are whether respondents (1) recognized the influence of 
social and physical factors on health, (2) valued iJwestment in community health, and (3) had 
a sense of communjty or community connection. We were Lmable ro identify any existing 
surveys rhar explicitly addressed rhe first two measmes, which are critical constructs in the 
Culture of Health Action Framework. As a result, we developed new items to mea ure these 
constructs . For the third measure-a sense of community or community connection-a vali
dated survey in trumenr erisred, bur ir had nor been measured in a national survey prior to 
our 2015 survey. Results from the 2018 survey indicated char 36.5 percent of adults recognized 
a strong or very strong influence of social and physical factors on health, 28.3 percent did not 
consider investment in community healrh a top priority, and 11.1 percenr reported strong sense 
of membership in their community and 19.4 percem reported a strong emotional connection 
to their community. 

This report concludes with derailed top-line results for each of the questions iJKluded in 
the suivey and sociodemographic characteristics of the sample. The weighted results are pre
sented sepaiarely for each panel sample and for the total. 
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CHAPTER ONE 

Introduction to Culture of Health 

Since 2013, the Roberr Wood John on Foundation (RWJF) has led a pioneering effort to 
advance a Culture of Health that "enables aU in our diver e society to lead healthier lives, now 
and for generations to come' (Plough er al., 2015). Together with the RAND Corporation, 
RWJF developed an Action Framework and selected measures to advance these goals. The 
Action Framework and 35 measure were selected as a means of defining, operationalizing, 
and measuring the United Srates' progres roward this goal. This report describes the 2018 
RWJF ational Survey of Health Accirudes, a survey that RWJF and RAND researchers 
developed and conducted as part of rhe foundation's Culture ofHealth vision. This survey was 
designed ro measure whether che views and perceptions ofa nationally representative sample of 
people living in the United Scates are aligned with the ideas set forth in the Action Framework. 

In chis chapter, we provide an introduction to the Culcure of Healrh Action Framework. 
Fulfilling the principles set forth in the Action Framework requires a national paradigm shift 
from a uaditionaUy disease- and health care-centric view of health roward one chat focuses 
on well-being. Recognizing that paradigm shifrs require imenrional actions, RWJF worked 
with RAND researchers ro design an actionable path to fulfill the Culture of Health vision. 
The result is a framework consisting of four interconnected acrion areas, drivers within each 
action area, and a sec of illustrative measures ro crack the United Stares progress in building a 
Culture of Health. RWJF published the framework in 2015 (Plough et al. , 2015), and RAND 
published an associated technical report in 2016 (Chandra et al., 2016). Figure 1.1 illustrates 
the Action Fr~lmework. 

Brief Overview of the Act ion Framework and Measurement 

The Action Framework comprises four action areas: core areas across which investmenr and 
activity are needed to activate and cultivate a Culrnre of Healch broadly. Within each action 
area, there are driver char indicate where che nation needs ro accelerate change within chose 
action areas pecificaUy. These action areas and drivers work roward the outcome area of a Cul
ture ofHealrh: improved population health, well-being, and equity. The outcome area is rhe key 
result of activities in each action area. We briefly outline each action area below. The detailed 
literarure reviews that motivated the selection and development of these areas are described in 
rhe earlier referenced technical report (Chandra et al ., 2016). 

Action Area 1 in che Acrion Framework calls for making health a shared value. This action 
area is the primary focus of rhe survey described in this report. We idenrified three drivers 
for chis action area: (1) mindset and expectations (how the American public views healrh and 
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Figure 1.1 
Culture of Health Action Framework 

SOURCE: Robert Wood Johnson Foundation. 

weU-being, and investments in this area) (2) sense ofcommunity (whether and how people feel 
connected to their communities, which relates m the ability to have shared health values), and 
(3) civic engagement (interest in promoting or advocating for health and welt-being mpics). 
Action Area 1 focuses on individual and commmLity value , expectations, and civic engage
ment around health, emphasizing the importance of achieving, maintaining, and reclaiming 
healrh as a shared priority. Achievements in this actjon area will fuel a greater sense of commu
nity an increased demand for healthy places and practices, and a stronger belief that individual 
actions can make a difference in the well-being of others. 

Action Area 2 concerns fostering cross-sector coliaboration to improve well-being. Ir high
lights the need for true colJaboration and integration of assets m promote health across tra
ditional health, social business, economic, and environmental infrasrrucrures. Action Area 2 
involves understanding how the ystems that support individual and population health operate 
and how they could be improved and coordinated to operate more effectively. This action area 
includes three drivers: the number and quality ofpartnerships, the ilwestment in partnerships, 
a11d the policies that upporr partnership and collaboration. 
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Action Area 3 involves creating healthier, more equitable communities. fr focuses attention 
on the need to support residents of all communities to reach their besr possible health poten
tial by leveraging rhe resource of rhe social and physical environments in which they live, 
learn, work, and play. By drawing on rhe value placed on health (Action Area 1, making health 
a shared value) and on cross-sector partnerships for well-being (Action Area 2 fostering cross
sector collaboration to improve well-being), traregies in Action Area 3 will capitalize on people' 
opporrunities for healrhy choices. This action area includes three drivers: the built and physical 
environmem, the social and economic environment, and related poUcies and governance that 
support healthier communities. 

Action Area 4 focuses on strengthening the integration ofhealth services and systems. This 
action area ensures individuals' access ro high-quality efficient and integrated systems of 
public health health care, and ocia1 services rhar can meet rhe health needs of a diverse U.S. 
population across rhe life span and across the "heakh span" (i.e., from sick ro well). Action 
Area 4 emphasizes general access to and equal opportunity for health care, public health, 
and ocial services as essemial contributors to health and well-being. Further, it addresses the 
system-level balance and integration and changes that mu r occur in public health and health 
care to create an efficient, interdependent system of health and social services. Th~is action area 
includes three drivers: access ro care, consumer experience, and balance and integrat ion of 
health services. 

Ar rhe intersection of these four action areas in Figure 1.1 is rhe outcome of a Culture of 
Health: improved population health, well-being, and equity. We expect to see improvements in 
access ro care and population health outcomes, economic benefirs, and indicators thar well
being and productivity are flourishing within all demographic, social, and geographic popu
lations. As a resulr, we also expect that changes in the e outcomes will reinforce the value of 
health and health care, increasing the value people place on health for all in the United States, 
and the importance of mulrisector partnerships and changes to achieve rhe value proposition. 
In this sense, the action and outcome areas of the Culture of Health Action Framework are 
fully interactive. 

Witl1in each action area, we selected measures to provide furcher insight into the defmi
tion of the action areas and driver and to provide examples of guidance in operationalizing 
the action areas. Over rime, these measures can help assess the United States' progress coward 
this goal. Whenever possible, we drew from existing data, bur, in many cases, we found either 
that previous research had not considered these concepts or that nationally representative data 
have not been collected. 

More derail about the Action Framework and associated drivers and measures can be 
found in Building a National Culture ofHealth (Chandra er al., 2016) and Moving Forward 
Together (Plough er al. , 2018). 

Road Map for This Report 

This reporr describes the laresr results from a series of national surveys called the RWJF 
National Survey ofHealth Attitudes, which wa designed to assess particular constructs under
lying Action Area 1: making health a shared value. Surveys were fielded in 2015 and 2018 . As 
described above, where possible, we drew from exi ting data for the Culture of Health mea
sures. However, in the contexr of making health a shared value, rhere were large gaps in our 
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understanding of rhe perspectives of individuals living in rhe United Stares. This survey was 
developed to address these gaps. 

This survey included questions drawn from previous work and new questions developed 
to measure concepts nor previously considered in the literature. These constructs were origi
nally developed and measured in a 2015 survey, described in Carman er al. (2016) . In 2018, 
we developed and fielded an updated survey containing these measures and a variety of new 
questions, to track changes over rime and to address a new set of related questions. 

In addition to describing rhe survey development for the 2018 survey, this report also 
provides rhe survey top-line data bur does nor provide analyses of trends or other analyses 
of subpopulations. Those findings will be presented elsewhere, including in peer-reviewed 
journal articles in development and on the Culture of Health website that RWJF' maintains 
(www.rwjforg/culrureofhealrh [RWJF, undated]). As noted earlier, this report draws heavily 
on the report written to describe rhe 2015 survey (Carman er al., 2016), for consistency over 
rime. 

http://www.rwjforg/culrureofhealrh


CHAPTER TWO 

Survey Overview 

We developed rhe 2015 survey and our updated 2018 survey ro understand national perspec
tives related ro rhe Culrnre of Health wirh a primary focus on rhe action area making health 
a shared value. To understand rhe extent ro which health is a shared value among adults in rhe 
United States, data about auirudes and values are needed. In many case , rhese dara were nor 
available ar rhe national level. Thus, primary data collection was needed. We identified rhe 
three areas where there were parriculai· gaps, and a central goal of rhis urvey was ro measure 
rhe following for the action area making health n shared value: whether respondents (I) rec
ognized rhe influence of social and phy ical facrors on health (2) valued investment in com
munity health, and (3) had a sense of community or community connection. The survey also 
included other items related ro rhe outcome ofwell-being, primarily ro rest items and ro explore 
correlates of mindset and expectations. 

The survey covered a variety of topics including views regarding social determinants of 
health and disparities, chai1ge agents and action on health, health status and experiences views 
of rhe role of governmem, general views on equity and healrh equity, community well-being 
and priorities for healrh relative ro ocher social issues. 

Survey Design Process 

Our survey design process included four steps. First, we identified new or revised constructs 
ro include in the 2018 survey, as well as content thar could be omined from rhe 2015 survey 
instnLmenr. In doing so, we drew on findings from broader stakeholder-engagement efforrs 
underraken as part of rhe larger Culture of Health development (Acosta er al., 2016; Martin 
et al., 2017). Second, we reviewed relevanr literarnre and surveys ro identify potential mea
sures and survey questions. Third, we conducted a series of meetings as a collective ream 
with RAND sraff, RWJF, and NORC ar rhe University of Chicago ro discuss survey content. 
Fourth, we conducted cognitive testing and a brief pilot rest of the survey. 

Selection of Key Constructs to Measure 

In updating the survey, we began by reviewing our last National Survey of Health Anirudes, 
fielded in 2015. The 2015 survey produced important insights about the public' views, buc we 
wanted ro deepen our investigation of heakh sentiments, values, and views on health equity. 
We selected key constructs ro continue ro measme, and others ro drop from rhe survey. 

5 
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We also considered what changes we would expect to see in rhe Un.ired States as progress 
is made toward building a Culture of Health. For instance, what would people in the United 
Stares say about health? What would rhey prioritize? 

Table 2 .1 documents the theoretical framework of outcomes and domains rhat we used 
to develop the survey comem. The rable outlines five key expectations co crack over time with 
the survey. In other words, we wanted co represem the changes we expect co see among adults 
in the United Scares if the nation is moving toward a Culrure ofH ealth, particularly in Action 
Area l, making health a shared value. We also developed a series ofmeasurement domains rep
resenting question areas to assess progress toward d1ese expectat ion . Nore that some measure
ment domains are associated with more than one expectation. 

We also developed a flow charr (Figure 2 .1) that describes rhe likely progression of arti
rudes char we would expect to see ifAmerica is moving toward a Culture of Health. We note 
char chis is nor always a linear model, as ome changes in views and attitudes may be larger than 
other and chat there may be feedback in the model. Further, we note char ociodemograpruc 
factors, such as one's health age, education or income, may moderate these relationships. 

Finally, we were particularly interested in understanding how people think abour health 
equity. We considered two dimensions of equity: equity ofwhat and equity for whom. Equity 
of what refer co the outcomes or determinants d1ac people believe should exhibit equiry
for example, equity of social determinants of health, access to care or outcomes, such as life 
expectancy, chronic conditions, and overall health. Equity for whom refers to the groups that 
are considered when thinking about equity; some nl.ighr be concerned about equity based on 

Table 2.1 

Domains to Measure Whether We Are Moving Toward a Culture of Health: Assessing Action Area 1, 

Making Health a Shared Value 

Expectations to Track 
Over time in a Culture of Health, more U.S. 
adults would: 

Domains 
What are the types of things we need to know to assess whether 

this expectation is being met? 

Appreciat e that health is influenced by 
personal, family, and community health 
broadly, as we ll as by a variety of factors 
(social determinants of health) that 
include more than genetics, health care, 
and personal health behaviors 

Social dete rminants of health and disparities 
Government roles, including levels of government in health 
promotion, il lness care, etc. 

Change agents and action on health 
Health re lative to other socia l issues and priorit ies 
Perceptions of the role of personal responsibility 

Value and prioritize individual, fami ly, 
and community health and well-being 

Health status and experience with health and importance/value of 
health for individuals, fami ly, and community 

Health re lative to other social issues and priorit ies 
Perceptions of the role of personal responsibility 

Take action regularly to promote personal 
and community health and well-being 

Commun ity well -be ing/health-quality of own community health, 
interest in investing in community well-be ing, willingness to pay, 
etc. 

Change agents and action on health 

Understand and value health equity 
as a goal and work towa rd this goal 
t hrough the activities of individuals and 
institutions 

General views on equity and health equity, solidarity, health care as a 
right, and a right to health promotion services, amenities, etc. 

Experience less burdened interactions 
with health systems based on better 
system integration and coordination of 
care 

Expectations of the system 
Health status and experience with health and importance/value of 
health for individuals, fami ly, and community 
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Figure 2.1 
Proposed Progression of the Health Attitudes of Adults in the United States in a Culture of Health 

Understanding what factors influence health 

Seeing health as a priority relative to other social 
priorities/issues 

Sociodemographic 
factors 

(e.g., personal health) 

Understanding and concern that some groups do not
have the same access or health experiences 

Making choices that value individuals and community 
actions to promote health 

Having an interest in promoting health for self or others 

income, other race and ethnicity or urban rural geographies. We u ed the RWJF definition of 
health equity as a starting poinr for our questions: 

Health equity means that everyone has a fair and just opportunity to be as healrhy as pos
sible. This requires removing obstacles to health such as poverty, discrimination, and their 
consequences, including powerlessness and lack ofaccess to good jobs with fair pay, qualiry 
education and housing, safe environments, and health care. For the purposes of measure
ment, health equity means reducing and ufomately eliminating disparities in health and 
its dererminanrs that adversely affect excluded or marginalized groups. (Braveman et al., 
2017, p. 1) 

Literature Review 

We reviewed Literature to identify any current nationally representative data related ro the three 
drivers for making healrh a shared value. Ifsuch data were nor available, we worked ro identify 
survey insrrumems addressing these concepts. 

Topics searched included social and physical influences on health (e.g., peer, fami ly, 
neighborhood, and workplace driver of healrh); values related ro national and community 
invesrmem for healrh and well-being; behaviors around heakh and well-being, including civic 
engagement on behalf of health; and rhe role of community engagemenr and sense of com
munity in relation ro health attitudes and values. We also considered research and perspectives 
on relarionshjps between the concepts, such as political sentiment and health imerdependence 
or well-being and a sense of community. For the literature review, we canned several data
bases, including PubMed, Google Schohr, JSTOR, EBSCO Academic Search Premier rhe 
New York Academy ofMedicine's Grey Literature Report and SAGE Publications. Key search 
terms i11cluded the following: 
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• value & well-being 
• value & health interdependence (or social and physical influences on health) 
• value & community metrics 

• opinions ofgovernment spending on health 

• opinions on government spending priorities 

• personalpoiitiml sentiment on government spendingpriorities 
• U.S. opinions on health policy 
• equal opportunity sentiment 

• opinions on equal health opportunity 

• willingness to pay for health, health investment, or well-being 
• well-being andgovernment spending 
• society and empathy 
• government influence on health. 

We also searched Roper's iPoll database, which archives public opinion survey questions 
dating back to 1935. This allowed u to draw on historical smveys archived in iPoll and iden
tify additional constructs and survey questions. Search term for survey questions in iPoll 
included the following: 

• health care & right!s 
• health & guarantee 
• "make enough time Life" (for health vs. other priorities) (topic = any) 
• investment children (topic = health) 
• Local government (excluding pensions) (topic= health) 
• referral (topic = health) 
• health (topic= religion) 
• safety net (topic = health) 
• priorities (topic = government) 
• government individual (topic = health) 
• spirituality (topic = health) 
• sense (e.g., perception) (topic= health) 
• levels ofgovernment (topic= government) 
• personal experience (topic = health) 
• experiences (ropic = health). 

To inform thjs survey design, we abstracted data, surveys, and concepts from the review. 
In addition, we reviewed surveys, concept cales and model questionnaires previously known 
to the ream. Table 2.2 lists surveys that we identified through chis process that contributed to 
the design of this survey. We reviewed each survey for items rhac would align with the making 
health a shared value action area, with a particular but nor exclusive focus on the mindset and 
expectations driver. 

When specific measures were not available, we identified core concepts char we wanted 
to capture based on Literature underlying the three drivers. We then organized these findings 
in a measurement list to identify where we had robust measures and where there were concepts 
in the Action Framework not addressed by existing measures. The Ii t included a measme 
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Table 2.2 
Surveys Reviewed During Survey Development 

Survey Developer (Citation) 
Most Recent 

Year of Survey 

America's Health Agenda: Priorities and 
Performance Rating Survey 

Harvard School of Public Health (Harvard School of 
Public Health, 2011) 

2011 

American Health Values Segmentation 
Study 

NORC (NORC, 2015) 2015 

American National Election Studies Time
Series Study 

 American National Election Studies (American 
National Election Studies, 2009) 

2012 

American Time Use Survey U.S. Bureau of Labor Statistics (U.S. Bureau of Labor 
Statistics, 2014) 

2014 

Behavioral Risk Factor Surveillance Survey 
(BRFSS) 

Centers for Disease Control and Prevention (Centers 
for Disease Control and Prevention, 2009) 

2014 

Better Life Index Organisation for Economic Co-operation and 
Development (Organisation for Economic Co
operation and Development, undated) 

2015 

Current Population Survey U.S. Census Bureau (U .S. Census Bureau, 2018) 2013 

European Social Survey European 
Research Infrastructure Consortium 

European Social Survey (European Social Survey, 2014) 2014 

Evercare Survey of the Economic 
Downturn and Its Impact on Family 
Caregiving 

National Alliance for Caregiving (National All iance for 
Caregiving and United Healthcare, 2009) 

2009 

Fair in Health Care? Julia Lynch and Sarah E. Gollust (Lynch and Gollust, 
2009) 

2007 

FICA Spiritual Assessment Tool Tam i Borneman, Betty Ferrell, and Christina M. 
Puchalski (Borneman, Ferrel, and Puchalski, 2010) 

2010 

General Social Survey NORC (NORC, 2016) 2014 

Health Reform Monitoring Survey Urban Institute (Holahan and Long, 2018) 2017 

Health Tracking Survey Pew Research Center (Pew Research Center, 2012) 2012 

iPoll database Various (i Poll, undated) Various dates 
1937-2017 

Measuring Community Engagement International City/County Management Association 
(Institute for Local Government, 2015) 

Not applicable 

National Health Interview Survey Centers for Disease Control and Prevention (Centers 
for Disease Control and Prevention, 2019) 

2017 

National Social Life, Health, and Ag ing 
Project Wave 2 Survey 

NORC (NORC, 2014) 2014 

Personal Health Assessment Wellness Forum Health (Wellness Forum Health, 2017) Not applicable 

Personal Health Experience Scale Alyssa T. Brooks et al. (Brooks et al., 2013) 2013 

Sense of Community Index Community Science (Chavis, Lee, and Acosta, 2008) Not applicable 

NOTE: Items shown as not applicable either were not collected in nationally representative surveys or were in a 
concept phase. 
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description the scales associated with that particular measure, whether data were curremly 
available for char measure, the unit of analysis, and the source of the data for the measure. 

Some of the surveys reviewed did not provide daca rhar would fir the selection criteria 
of the Culrure of Health measures. As described in Moving Forward Together (Plough et al., 
2018), rhe measures compendium located ar www.rwjf.org/culrureofaealth (RWJF undated) 
and in Chandra et al. (2016), rwo ofthe criteria for the selection ofCttlrnre of Health measures 
across all action areas were that rhar recent data are avai lable and that the data are narion
aUy representative. Some surveys were fielded many years ago, and up-to-dare data were not 
available. Other measures were not collected in nationally represenrarive surveys or survey 
insrrumems were only in the concept phase (Listed in Table 2.1 as "Not applicable"). When 
data meeting these criteria were not available we included or adapted measures for rhe RWJF 
National Survey of Health Attirndes ro obtain more-recent data. For concepts for which no 
previous daca or survey insrrumenrs were available related to making health a shared value we 
developed new item iJ1 this survey. 

Research Team Meetings 

We conducted a series of meetings as a collecrive team with researchers from RAND RWJF 
and NORC at the Universiry of Chicago ro discuss survey contenr. NORC is conducti11g 
related research including developing a complememary study, the American Health Values 
Segmentation Study, that has a differenr purpose-ro create a rypology related ro Culture of 
Healrh values (Bye and Ghirardelli, 2016). The RWJF National Survey of Health Attitudes 
focused on capruring individual values about health and well-being and how they relate to 

personal choices and behaviors as well as communiry expectations. Although the surveys had 
different purposes some questions were developed together to allow for future comparison 
across rhe rwo data sets. Thus, we used the meetings ro find items that we could both field 
while avoiding u1111ecessary redundancies rhar might lengthen our urveys. 

We held regular meetings to review rhe survey conrent examining whether and how 
measures identified or newly developed mapped to the action area overall and to the drivers 
of inreresr. We rared measures on their relative face and content validiry. In some cases, we 
discussed modifications or adaptations to the item to better align with our Culwre of Health 
Action Framework and drivers. Ifwe could use existing measures, we looked at available psy
chometric properties, including reliabiliry and consrrucr validiry, rhough rhe latter was often 
not available for these survey items. Ifwe created items de nova, we tried ro adhere as closely 
as possible ro the source information where available. When it was not, we discussed different 
wording options over several weeks, asking individual team members ro offer wording oprions 
for team review and commenr. 

Pilot Test 

There were rwo tests conducted to pilor the survey questions. The first pilot was conducted in 
December of2017 wirh ten nonresearch sraff at RAND representing three races/ethnicities and 
both genders. Participants were divided imo rwo focus groups of five people, and the resting 
consisted of (1) participants completing a handwritten version of rhe survey (the order of ques
tions was different for each focus group) and (2) a qualitative quesrion-and-answer session for 
participants to provide feedback on the sUivey. In the discussion, participants were asked the 
following que rions: 

http://www.rwjf.org/culrureofaealth
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• Whar do you rhink rhis survey is abour? 
• Whar did you find confusing or hard to an wer? 
• Whar did you find relevant to rhe present state of things in the United Stares? 
• What are your thoughts on the flow order, and length of the survey questions? 
• Whar do you suggest as possible questions rn cut considering the goal of the survey? 

Results were used to inform further survey developmem. 
In the second pilot test, we conducted five cognitive interviews to examine how people 

interpreted the questions. The purposes of rhe cognitive interviews were co (1) explore whether 
rhe items were comprehensible, (2) understand how respondents interpreted the items, and 
(3) ensure that the item content and wording were appropriate. We interviewed a convenience 
sample of five people from lower-income neighborhoods in Pittsburgh. Most of the interview
ees were African American, and rhey were diverse in age, did nor have a background in health 
re earch and had either a high school or college degree. The interviews suggested that parricu
lar questions abom health interdependence and value on well-being were unclear. We rewrote 
item and returned to those interviewees to check undersranding. 

As an additional step before fielding, we compared rhe survey screen by screen in both the 
RAND American Life Pane] (ALP) format and the KnowledgePanel format. 

Survey Content 

Chapter Three provides the text for each question included in the survey. Table 2.3 maps the 
domain shown in Table 2.1 to urvey questions and source. This allows for a mapping from 
the underlying theoretical constructs that we were interested in measuring to the resulting 
survey. For survey questions char were included in our 2015 survey, we also include the que 
tion number from the previous survey. 

Survey Length 

The resulting survey contained 34 questions, some with subquestions or multiple parts. The 
median rime to complete the survey wa between IS and 19 minutes. 

Randomization 

To avoid potential order effects, we randomized the order of some questions witl1in modules. 
We randomized rhe order of subquestions for Quesrions 1, 14, 15 and 17. For some questions, 
we used a split ample and fielded slightly different wordings or different questions to different 
survey respondents (Quesrions 6 Sa, Sb 11 and 13). We also randomized receipr of a follow 
up to Quesrion 16. More derai ls about rhe randomizarion are provided in Chapter Th.ree. 

Survey Sample 

We collected data via tl1e ALP and rhe KnowledgePanel. Both panels are nationally representa
tive inrerner panels recruited via probabiliry-based sampling merhods. Both provide compmers 
and internet connections for respondents who do nor already have them. Both panels coJlecr 
demographic information abour respondents separarely and provide rhis informarion with each 
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Table 2.3 
Mapping Survey Questions to Key Survey Concepts 

Summary of Question 
2018 Question 

Number 

2015 Question 
Number (if 
applicable) 

Expectations 
(numbers map 
to Table 2.1 ) Domain 

Influence of physical/social 
on health 

Ql Ql Socia l determinants of health 

Ranking inf luence of 
physical/social on health 

01_extra Social determinants of health 

Valuing investments in 
community health 

02-06 07-11 3 Community well-being/health 

Ranking valuing 
investments in community 
health 

07 3 Community well-being/health 

Society's ro le 08 012 4 Equity/solidarity 

Educat ion vs. health 09 1 and 2 Health relative to other social 
issues 

Health care as a right 010 1 and 2 Health relative to other social 
issues 

Poor choices vs. outside 
control 

011 06_1 Socia l determinants of health, 
Health relative to other social 
issues and priorities, Perceptions of 
the ro le of persona l responsibility 

Government role 012 05 Government roles 

Government role in fighting 
opioids and obesit y 

013a, 013b Government roles 

Differences by race, 
location, income 

014a-014d 4 Equity/solidarity 

Li fe expectancy low vs. high 
income 

Q15a, 015b 4 Equity/solidarity 

Government roles in various 
areas 

016 1 and 2 Health relative to other social 
issues 

Sense of communi t y 
measure 

017 013A-L 3 Community we ll-being/Health 

Sense of communi t y health 017 Q13M-P 3 Community we ll-being/Health 

How groups impact health 
of commu nity 

018 Socia l determinants of health, 
Health relative to other social 
issues and priorities, Perceptions of 
the role of personal responsibility 

Actions to influence 
government 

019 021 3 Change agents/action 

Barriers to action 020 3 Change agents/action 

Healt h status 021 2 and 5 Health status and experience with 
health and importance 

Religion and spirituality 022 2 and 5 Health status and experience with 
health and importance 

Impact of others hea lth 023 2 and 5 Health status and experience with 
health and importance 
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Table 2.3- continued 

Summary of Question 
2018 Question

Number 

2015 Question 
Number (if 
applicable) 

Expectations 
(numbers map
to Table 2.1 ) Domain 

Chronic health conditions 
Q24 

2and 5 Health status and experience with 
health and importance 

Financial bu rden of health 
care 

Q25 2and 5 Health status and experience with 
hea lth and importance 

Are you a caregiver? Q26 Q15 2and 5 Health status and experience with 
health and importance 

Discrimination due to 
hea lth 

Q27 2and 5 Hea lth status and experience with 
health and importance 

Regu lar source of health 
care 

Q28, Q28a 2and 5 Health status and experience with 
health and importance 

Hea lt h insurance Q29 2and 5 Health status and experience with 
hea lth and importance 

Hea lt h care professionals Q30 2and 5 Health status and experience with 
health and importance 

Confidence to ma nage 
hea lth cond itions 

Q31 2and 5 Health status and experience with 
health and importance 

Time in community Q32 2 and 5 Health status and experience with 
health and importance 

Community t rau ma Q33 2and 5 Health status and experience with 
health and importance 

Live in other country Q34 2and 5 Hea lt h status and experience wit h 
health and importance 

  

data set. Respondents in both panels are paid a modest amount for their participation. The 
content of the survey conducted in each panel was idenrical. Although d1ere were small dif
ferences in the formarting used on rhe screen across the rwo panels (for example, rhe standard 
background colors used for rhe panels differs) the presentation wa very imilar. The rwo 
survey efforrs combined resulred in a fina l roral sample of 7187 completed surveys. We fielded 
the survey in the ALP because of the rich hi roricaJ data collected rhrough rhar panel that can 
be linked ro new dara collection. These historical data include not only the previous survey 
char we ran in the ALP in 2015, but al o any other survey previous run in the ALP. However, 
ro boost sample size, we also conducted rhe survey in the KnowledgePanel. 

RAND American Life Panel 

The ALP began in 2003. All data from the ALP are made publicly available and can be linked, 
allowing researchers to make use of dara collected in oilier surveys fielded in rhe ALP. Panel 
members have been recruited via address-based sampling and random digit dialing and include 
an oversample of vulnerable popular ions. The vulnerable-population oversample draws from 
geographic areas with lower per capita income and larger proportions of native Spanish speak
ers. All panel members update demographic data from the ALP quarterly. Additional informa
tion about rhe panel i available from the ALP (RAND Corporation, undated). 

Our ample was limited to panel members who had participated in our 2015 survey and 
all panel members who had participated in that survey and were still active in rhe ALP were 
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invited ro parricipate in the 2018 survey. This resulted in a sample of 2 858 panel members 
being invited to participate in chis survey, and 2,479 (86.7 percem) completed che survey. 

We fielded chis survey from July 11 chrough Augusc 30, 2018. The ALP survey was left 
open for respondenr longer than the KnowledgePanel survey ro maximize the number of 
respondents who responded rn the 2015 survey. 

Note rhat our sample from the ALP i nor representative of individuals in che you11gest 
age group (age 18 ro 24). This is because only respondenrs from the ALP who had participated 
iJ1 our 2015 survey were invited to participate in che 2018 survey. The KnowledgePanel sample 
was not resrricced in rhis way. 

KnowledgePanel 

At the time of the scudy, KnowledgePanel was adminiscered by GfK, bm it has since been sold 
rn Ip os. It was formerly known as che Knowledge Networks Panel and was administered by 
Knowledge Networks. Panel members have been recruited via address-based ampling and 
random digit dialing. Addicional information is available from Ipsos (Ipsos, undared). 

We fielded this survey from July 11 through July 24, 2018. We invited a sample of 8,675 
panel members rn participate in this survey and 4,708 (54.3 percent) completed the survey. 
The KnowledgePanel survey was fielded in English and Spanish. The Spanish sample rnraled 
285 (6.1 percent of the rocal KnowledgePanel sample). 

Combining Sample Data 

We combined daca from the ALP and KnowledgePanel. To assess the appropriateness of com
bining chese data, we took several steps. First, we took care to ensure that the implementation 
of che survey in the two panels was the same. Both panels displayed the questions in the same 
order, iJnplememed randomization in the same way and kept the general format ofeach creen 
similar to ensure comparability. Second, in 2015 we compared responses acros the two sur
veys. To test the feasibility of combining the rwo samples, we investigated whether chere were 
systematic differences between responses co the two surveys, after controlling for demographic 
characteristics, and found no meaningful differences. Third, in 2015, we iJ1vestigated differ
ences by device (i.e., participation via a desktop/laprop or smarrphone). We did not identify 
any systematic biases across the rwo survey by device type. As a re uk, we pooled the two 
panels for final analyses, a method that we pursued also in 2018 given that sample selection 
was nor differenr. This report presents the respon es from each panel separately, as well as the 
combiJ1ed responses. 

Weighting 

To make the sample representative of the overall population, we used weighting, a statistical 
adjustment. To create weights to march the distribution of characteristics in our sample as 
closely as possible to that of the population from the 2018 Current Population Survey (CPS), 
we used a raking algorithm, following che methods described in Deming (1943) and Dev
ille Sarndal and Saucory (1993). We aimed to march populacion proportions on interactions 
of gender and race and ethnicity, gender aJ1d education, and gender and age and household 
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income interacted wirh household size as well as an indicator for metropolitan or nonmetro
politan areas. To calculate rhe weights, we combined the rwo samples and matched the distri
bution of characteristics of the pooled sample to the disrriburion of the CPS. In other words, 
our weighting procedure treated observations from the rwo panels as equivalem. In the top
line cables in Chapter Three we also present the results from each survey with the weighrs 
calculated separately for each subsample. For example, the ALP results present the results if the 
data from the ALP alone were weighted to march rhe CPS. We have nor adjusted these weights 
to reflect how the panelists were originally recruited to the panel. 

Sample Description 

Otu total sample includes 7,187 respondents. The weighted sample is representative of the non
instirntionalized adult population across all 50 stares and the District of Columbia. Table 2.4 
compares the weighted and unweighted characteristics of our sample with the characteristics 
of the CPS. 

Margin of Error 

We calculated the margin of error (MOE) based on the 95-percem confidence interval. If a 
study were repeated 100 times, the 95-percem confidence imerval would contain the true 
value 95 percent of the time. The MOE is a function of the sample size and the measured 
proportion, with rhe smallest MOE for proporrions near 0 percent or 100 percent and rhe 
largest MOE for proportions near 50 percent. Because the overall sample size of our survey is 
large, 7,187 respondents the MOE for the full sample ranges from 0.35 percent to 1.35 per
cent, for proportions near 1 percent and 50 percent, respectively. For the ALP subsample the 
MOE ranges from 0.57 percent to 2.18 percent. For the KnowledgePanel subsample, the MOE 
ranges from 0.41 percent to 1.68 percent. We have not adjusted the MOEs to reflect design 
effects. 

Limitations 

This research has several limitations. First, we drew our ample from two panels. Although 
we identified no significant difference in responses across the rwo panels when controlling 
for demographic differences, we might nor be able to discern from the social and demographic 
profiles of the sample every w1derlying difference regarding attitudes and perspectives. Second, 
many respondents used smartphones to respond to the survey. Although both the ALP and 
KnowledgePanel have optimized their formatting for smarrphones, our survey contained sev
eral large cables-for example, for Question 1, which asked rhe respondent to rate many differ
ent things on one screen. These cables can be difficult for respondents using smartphones, and 
we cannot be ure of the devices' affect or influence on rho e questions specifically. Third, we 
adjusted the dara to account for differences in demographic characteristics between our sample 
and the CPS, bur we did nor adjust the data for the differential probabilities of selection that 
(in addition to calibration) cause design effects. A design effect is an indicator of the impact of 
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Table 2.4 
Comparison of the Survey Sample and the Current Popu lation Survey 

Combined ALP and KnowledgePanel 

Characteristic Unweighted Weighted 2018 CPS 

Gender 

Male 46.2 48.2 48.2 


Female 53.8 51.8 51.8 


Race or ethnicity 

Non-Hispanic white 71.1 64.0 64.0 

Non-Hispanic black 9.3 11.8 11.8 

Hispanic 13.3 17.1 15.9 

Non-Hispanic, all other races 6.3 7.0 8.2 

Education 

Less than high school 5.8 9.2 11.1 

High school 22.3 30.9 29.0 

Some college 31.0 28.4 28.4 

College graduate 40.9 31.5 31.5 

Age, in years 

18-24 3.5 8.4 12.0 

25-44 25.9 37.6 33.9 

45-64 42.S 34.0 34.1 

65+ 28.1 20.1 20.1 

Income, in dollars 

Less than 10,000 4.2 5.6 5.7 

10,000 to 24,999 11.1 13.0 13.1 

25,000 to 49,999 21.1 23.5 23.9 

50,000 to 74,999 18.7 19.1 19.0 

75,000 to 99,999 12.8 12.7 12.3 

100,000 or more 32.1 26.1 26.1 

Household size, in number of residents 

20.8 14.8 14.8 

2 40.0 34.4 34.4 

3 15.7 19.6 19.1 

4 12.6 16.1 16.8 

5 6.2 8.7 8.6 

6 2.8 3.8 3.6 

7 1.2 1.6 1.5 

8 0.3 0.4 0.6 

9 0.2 0.2 0.2 

10 0.2 0.3 0.2 

11 0.04 0.05 0.1 

12 0.01 0.02 0.04 

NOTE: We present all results as percentages. 
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sample design and weighring on rhe effective sample size of rhe survey. Our adjusrmenr might 
underestimate rhe size of the design effect since we do nor have sufficient information on geo
graphic clustering and secondary recruitment derails. This information is nor available from 
the ALP and KnowledgePanel. Fourth to pilot test the urvey, we were only able to conduct a 
limited number of cognitive interviews in one geographic area and wirh a relatively homoge
neous group. However, many survey questions were derived from other sources. Furthermore, 
all pilot interviews suggested rhat rhe survey was well understood by participants. 

Access to the Data 

In the summer of 2019 the combined data ser with weights wiH be made available rhrough 
RWJF's Health and Medical Care Archive at the Lner-University Consortium for Political 
and Social Research at the University of Michigan as the RWJF National Survey of Health 
Arrirudes. 

Culture of Health-Specific Measures 

A described earlier, the initial motivation ro develop and field the RWJF National Survey of 
Health Arrirudes was to caprure aspecrs of the action area making health a shared value. Then, 
we pecifically used the survey ro collect data for three of the 35 national Culture of Health 
measures. All measures are associated with the acrion area making health a shared value. 

Although the survey offers more than these three measures ro capture health arrirude 
and per pectives chat will be key ro Culture of Health in future analyses, we highlight the 
construction of those three measures here, as they align with our set of 35 Culnue of Health 
measures. More information about each measure is available at www.rwjforg/cuJrureofhealth 
(RWJF, undated). Table 2.5 summarizes which question we used for each measure. 

All of the three Culture of Health measures are based in Action Area 1, described earlier. 
We summarize each below. 

Recognized Inf luence of Physica l and Social Factors on Health: Percentage of 
Adults, 18 Years and Older, in Strong Agreement That Health Is Infl uenced by Peers, 
Neighborhood, and t he Broader Communit y 

Understanding community members' health arrirudes and expectations will inform where 
community engagement and information processes should start ro catalyze community health 
action . We calculated the measure using six of the items from Question l, which read, "Here i 
a list of some things that may affect people's health and well-being. Please rate each on a scale 

Table 2.5 

Survey Questions Used for Each Cu lture of Health Measure 


Measure Relevant Question 

Recognized influence of physical and social factors on health Q1: E, H.J. M, P, S 

Valued investment in community health Q2-Q6 

Sense of community (community connection) Q17 A-F and G-L 

http://www.rwjforg/cuJrureofhealth
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from 1 ro 5 where 1 means it has no effect on healrh and 5 means ir has a very strong effect. ' 
The six items included are 

• 	 E: neighborhood oprions for healrhy food and exercise 
• 	 H: amount of social support 
• 	J: physical environment such as clean air or warer 
• 	 M: community safety 
• 	 P: where a person lives 
• 	 S: examples ser by people around you. 

A person's overall core is rhe average across the six items. We then grouped respondents 
into tluee categories based on their average summarive score on rhe value of health inrerde
pendence: very weak or weak agreement (average score 1 ra 2.9); moderate agreement (average 
score 3 ro 3.9); or strong or very srrong agreement (average score 4 ro 5). We rhen calculared 
the proportion of respondents who fall into each category. Our top-line measure indicated rhat 
36.5 percem reported strong or very strong value placed on health interdependence. Nearly 
half (48.2 percent) were in the moderate category, and 15.3 percent in the weak category. 



Value Investment in Community Health: Percentage of Adults, 18 Years and Older, 
Interested in How Their Communities Invest in Well-Being Signaling a Broader Expectation 
for Well-Being 

This measure provides insight on the cuxrent landscape ofpublic opinion and attitudes regard
ing community investment in health and well-being. We calculated this measure using Ques
tions 2 through 6 which asked respondents whether they thought rhat various policy measures 
ro improve health and well-being should be a top priority, important bur not a top priority, or 
not a priority at al l for communities . The policy measures were 

• 	 Q2: making sure thar the disadvantaged have an equal opportuniry ra be healthy 
• 	 Q3: making sure rhar healrhy foods are for sale at affordable prices in communities where 

they are not 
• 	 Q4: making sure thar there are safe, ourdoor places to walk and be physically acrive in 

communiries where there are nor any 
• 	 Q5: mal(ing sure thar there is decent housing available for everyone who needs it 
• 	 Q6: making sure that rhere are bike lanes, sidewalks for walking, and public transporta

tion available so that people do not have to always rely on cars. Or malting sure char there 
is public transportation, sidewalks for walking, and bike lanes available so char people do 
not have to always rely on cars. 

For Question 6, we splir the sample imo rwo equal groups, with half receiving the first 
wording and half receiving the second wording. Respondems were more likely to report d1ese 
items were a top priority with rhe second wording rhar emphasized public transportation over 
bike lanes. 

We then counted how many of d1ese possible policies each respondenr rared a top priority. 
The measure reports the percentage of the respondents who considered each value of these ra 
be a rap priority: 28.3 percent said that none of these was a rap priority, 17.4 percent thought 
that one was a top priority, 18.1 percent considered two to be top priorities, 14.1 percent con
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sidered three rap prioriries, 11.8 percent considered four rap priorit ies and 10.0 percenr indi
cared that all policies were top priorities. 

Sense of Community {Community Connection): Aggregate Score on Two Subscales of t he 
Sense of Community Index-Emot ional Connection to Communit y and Sense of Belonging 
to Community {Membership) 

We developed d tis measure using an existing barrery of questions designed to measllre emo
tional connection ra one's communiry and sense of membership in the community. Quesrion 
17 of rhe survey asked this. Additional information about rhe existing index is available in 
Chavis Lee andAcosra 2008. The Sense ofCommuniry Index (SCI) reveals how communiry 
members feel about their communities-whether rhey feel rhey belong and whether they can 
coum on people in their communiries. Previous research has found thar rhe SCI is linked ra 
wherher people ger involved whether they have berrer satisfaction with their health care, and 
whether they engage in healthy behaviors such as exercise and good diet (Chavis Lee, and 
Aco ta, 2008). 

For our measure, we separately calculated a score for each of the rwo subscales. Each 
scale contain ix questions. We measured the membership subscale with items A through F 
of Question 17. The emotional-connection subscale consists of irems G through L of Ques
tion 17. Each item asks re pondenrs to indicate how well the tatemenr represenrs how rhey feel 
about their communities on a scale from 0 to 3 where 0 is nor at all well, 1 is somewhat, 2 is 
mostly, and 3 is completely. We averaged the score for each subscale and grouped respondent 
into three categories ofsense of community: weak (score between 0 and 0.9) moderate (score 
berween 1 and 1.9), or strong (score berween 2 and 3). We found thar 30.6 percent reported a 
weak emotional connection, 50.1 percent a moderate emotional connection, and 19.4 percent a 
strong emotional connection, 45.7 percenr reported a weak sense of membership, 43.2 percent 

a moderate sense of membership, and 11.1 percent a strong sense of membership. 





CHAPTER THREE 

Top-Line Summary Data 

This final chapter presents the top-line survey results from the ALP and KnowledgePanel 
samples in 2018, as well as the combined sample. For each question in the survey, we present 
the text as it was presented to survey respondents. We have weighted each panel separately 
according to rhe algorithm described in Chapter Two to make results representative of rhe 
U.S. population. For example, the ALP results present the results ifwe weighted the data from 
the ALP alone to match the CPS. We also weighted the combined results to match the CPS. 
After rhe main survey questions, we present the survey respondents' weighted demographic 
characteristics. We present the unweighted demographic characteristics so that readers can see 
rhe original survey sample composition before we applied weighting procedures. This can aid 
other users of rhe survey data, who might apply other weighting approaches in their analyses. 

We report rhe percentage of respondents who chose nor to answer each question and label 
this as missing. None of rhe questions included a "don't know" option. 

In the interest of parsimony, the following tables do nor present the MOE for each ques
tion. As described in Chapter Two, we calculated rhe MOE based on the 95-percent confi
dence interval. The MOE for the full sample ranges from 0.35 percent to 1.35 percent, for pro
portions near 1 percent and 50 percent, respectively. For rhe ALP subsample, the MOE ranges 
from 0.57 percent to 2.18 percent. For the KnowledgePanel subsample, the MOE ranges from 
0.41 percent to 1.68 percent. We have nor adjusted the MOEs to reflect design effects. 

For these rabies, we report to one decimal point. All results are presented as the percent
age of respondents selecting each answer, except where noted in Question 16. 

21 



22 2018 National Survey of Hea lth Attitudes: Description and Top-Line Summary Data 

Recognized Influence of Physical and Social Factors on Health 

Q1. Here is a list of some things that may affect people's health and well-being. Please rate 
each on a scale from 1 to 5 where 1 means it has no effect on health and 5 means it has a 
very strong effect. 

Note on randomization: The order ofQuestions JA-JT was randomizedfar each respondent. 

A. Access to affordable healthcare 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect) Missing 

ALP (n = 2,479) 2.2 5.0 19.7 22.4 49.9 0.8 

Knowledge Panel 
(n =- 4,708) 

3.4 4.9 19.0 27.6 44.8 0.4 

Total 3.2 4.6 18.4 26.7 46.5 0.5 

8. Having a job 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect) Missing 

ALP (n = 2.479) 3.9 5.2 24.1 32.8 33.0 1.0 

Knowledge Panel 
(n =4.708) 

4.9 7.2 29.8 32.1 25.6 0.4 

Total 4.7 6.9 28.6 32.4 26.8 0.6 

C. Stress 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong

Effect} Missing 

ALP (n =2.479) 1.2 1.8 8.6 26.1 61.4 1.0 

Knowledge Panel 
(n =4,708) 

1.9 1.8 12.3 30.3 53.1 0.5 

Total 1.9 1.8 12.l 29.6 54.0 0.7 

 

D. Knowledge about health 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 1.0 3.6 20.1 36.5 38.0 0.7 

Knowledge Panel 
(n =4,708) 

2.9 4.5 23.3 36.0 32.8 0.5 

Total 2.5 4.4 22.9 36.2 33.4 0.6 
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E. Neighborhood options for healthy food and exercise 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 6.8 7.7 26.4 32.3 25.8 1.1 

Knowledge Panel 
(n =4.708) 

4 .9 9.7 30.5 30.9 23 .6 0.4 

Total 4 .8 9.3 29.8 31.7 23.8 0.6 

F. Having health insurance 

Sample 1 (No Effect} 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2,479) 2.4 4.9 16.0 25.2 49.3 2.3 

KnowledgePanel 
(n =4.708) 

5.2 5.7 20.5 26.4 41 .7 0.5 

Total 4 .6 5.5 19.6 26.3 43.3 0.7 

G. Smoking 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect) Missing 

ALP (n = 2,479) 2.9 2.1 8.1 12.4 72.0 2.4 

Knowledge Panel 
(n =4.708) 

5.3 1.7 7.0 13.0 72.7 0.3 

Total 4 .8 1.8 7.0 13.5 72.3 0.6 

H. Amount of social support 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 5.8 10.8 29.0 33.1 19.3 2.0 

KnowledgePanel 
(n =4.708) 

6.6 11.9 35.7 29.2 16.3 0.4 

Total 6.0 11.6 34.4 30.1 17.2 0.6 

I. Personal health practices (other than smoking) 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 2.9 1.6 11.8 29.5 51.7 2.5 

Knowledge Panel 
(n =4,708) 

2.5 2.1 13.3 30.7 51.0 0.3 

Total 2.4 2.0 13.3 30.6 51 .2 0.6 
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J. Physical environment such as clean air or water 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 1.3 1.7 12.2 28.8 53.8 2.2 

Knowledge Panel 
(n =4.708) 

2.0 2.4 16.1 30.3 48.8 0.4 

Total 1.9 2.2 15.3 30.2 49.7 0.6 

K. Genetic makeup inherited from parents 

Sample 1 (No Effect} 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2,479) 5.3 4.9 19.7 37.1 30.7 2.4 

KnowledgePanel 
(n =4.708) 

3.5 4.5 23.7 34.3 33.6 0.4 

Total 3.6 4.5 23.4 34.4 33.3 0.7 

L. Income 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect) Missing 

ALP (n = 2,479) 4 .0 6.3 22.0 35.0 32.1 0.6 

Knowledge Panel 
(n =4.708) 

4 .4 7.8 29.0 31 .5 26.9 0.4 

Total 4.2 7.5 27.8 32.2 27.8 0.5 

M. Community safety 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 5.0 10.8 27.4 32.3 23.8 0.6 

KnowledgePanel 
(n =4,708) 

5.0 11.3 32.6 30.7 20.0 0.5 

Total 4 .8 11.1 31 .7 31 .3 20.5 0.6 

N. Housing quality 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2,479) 3.3 7.2 30.0 34.3 24.0 1.1 

Knowledge Panel 
(n =4.708) 

4.3 9.4 32.9 31.6 21.2 0.5 

Total 4.1 8.9 32.5 32.4 21 .3 0.7 
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0. Education 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 5.9 6.8 25.7 34.4 24.8 2.4 

Knowledge Panel 
(n =4.708) 

6.0 10.0 29.5 32.0 22.2 0.4 

Total 6.0 9.4 29.1 32.5 22.4 0.6 

P. Where a person Jives 

Sample 1 (No Effect} 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2,479) 4.1 8.6 31.9 33.3 19.8 2.2 

KnowledgePanel 
(n =4.708) 

4.7 8.6 33.7 33.1 19.5 0.4 

Total 4 .5 8.7 33.3 33.6 19.3 0.6 

Q. Personal religion/spirituality 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect) Missing 

ALP (n = 2,479) 18.1 20.2 25.0 21.3 14.8 0.7 

Knowledge Panel 
(n =4.708) 

17.6 17.8 29.8 19.5 14.9 0.4 

Total 17.2 18.3 29.2 19.9 14.9 0.5 

R. Race/ethnicity 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2.479) 18.3 17.8 32.6 18.7 10.5 2.1 

KnowledgePanel
(n =4.708) 

16.7 17.6 35.2 19.7 10.3 0.4 

Total 16.8 17.3 35.0 19.7 10.5 0.6 

 

S. Examples set by people around you 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong 

Effect} Missing 

ALP (n = 2,479) 6.9 10.8 28.9 34.2 18.3 0.9 

Knowledge Panel 
(n =4.708) 

6.9 11.3 34.2 30.0 17.1 0.4 

Total 6.6 11.3 33.4 31.0 17.2 0.5 
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T. Access to wellness technologies (Fitbit, trackers etc.) 

Sample 1 (No Effect) 2 3 4 
5 (Very Strong

Effect} Missing 

ALP (n = 2.479) 16.6 25.5 30.1 16.6 9.1 2.1 

Knowledge Panel 
(n =4.708) 

16.1 26.7 31.9 15.5 9.3 0.4 

Tot al 15.8 26.2 32.0 16.1 9.3 0.6 

SOURCE: Robert and Booske, 2011; revised by RAND and NORC. 

Q1_extra. You sa id the following items have a very strong effect on health and well being. 
Of these which do you think has the strongest impact? 

ALP (n =2,479) 
Knowl edgePa nel 


(n =4,708) Both Surveys 


No items were selected as having a very strong effect 5.8 10.5 10 

Smoking 14.3 18.5 17.8 

Personal health practices (other than smoking) 13.2 15.2 14.1 

Access to affordab le health care 12.2 10.2 10.8 

Stress 12.5 9.6 9.9 

Genetic makeup inherited from parents 7.2 8.2 7.9 

Having health insurance 7.6 5.8 6.4 

Physical environment such as clear air or water 5.5 4.7 4.9 

Knowledge about health 3.9 3.7 3.9 

Income 4.5 2.6 3.1 

Personal religion/spirituality 2.2 2.6 2.5 

Having a job 3.7 1.9 2.0 

Education 1.7 1.8 1.7 

Neighborhood options for healthy food and exercise 0.4 1.5 1.3 

Examples set by people around you 1.0 0.9 0.9 

Housing quality 1.7 0.6 0.6 

Amount of socia l support 0.7 0.4 0.5 

Where a person lives 0.5 0.5 0.5 

Community safety 0.2 0.4 0.4 

Race/ethnicity 0.6 0.3 0.4 

Access to wellness techno logies (Fitbit, trackers etc.} 0.1 0.0 0.1 

Refused 0.5 0.1 0.2 

SOURCE: RAND. 

NOTE: Approximately 7 percent of respondents reported only one item in Quest ion 1 as having a very strong 
effect on health . We include those individuals' responses when calculating the percentage who reported each 
item had the strongest effect. For example, individuals who reported in Ql that only smoking had a very strong 
effect on health are combined with those who reported in Q1 _extra that smoking had the strongest effect on 
health . 
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Valued Investment in Community Health 

Jn the following section, we list goals that some people think are important for communities in the 
US. For each, indicate whether you think it should be a top priority, important but not a top pri
ority, or not a priority at allfor communities. In these statements, when we refer to "communities," 
we mean all communities not justyour own. 

Should the following be a top priority, important but not a top priority, or not a priority at 
all for communities? 

Q2. Making sure that the disadvantaged have an equal opportunity to be healthy 

Sample Top Priority 
Important but Not 

Top Not a Priority at All Missing 

ALP (n = 2.479) 51 .5 45.8 2.2 0.5 

KnowledgePanel 
(n =4,708) 

42.5 51.7 5.3 0.5 

Total 44.7 50.1 4.7 0.6 

SOURCE: American Health Va lues Segmentation Study (NORC, 2015) . 

Q3. Making sure that healthy foods are for sale at affordable prices in communities where 
they are not 

Sample Top Priority 
Important but 

Not Top Not a Priority at All Missing 

ALP (n = 2.479) 49.1 46.8 3.6 0.5 

KnowledgePanel 
(n =4.708) 

43.5 49.3 6.7 0.5 

Total 44 .5 48.7 6.2 0.6 

SOURCE: American Health Values Segmentation Study (NORC, 2015). 

Q4. Making sure that there are safe, outdoor places to walk and be physically active in 
communities where there aren't any 

Sample Top Priority 
Important but 

Not Top Not a Priority at All Missing 

ALP (n = 2.479) 35.3 59.7 4.5 0.5 

KnowledgePanel 
(n =4,708) 

36.3 56.8 6.4 0.5 

Total 36.3 57.0 6.1 0.5 

SOURCE: American Health Values Segmentation Study (NORC, 2015). 
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QS. Making sure that there is decent housing available for everyone who needs iit 

Sample Top Priority 
Important but 

Not Top Not a Priority at All Missing 

ALP (n =2,479) 48.6 45.6 5.3 0.5 

KnowledgePane l 
(n =4.708) 

42.9 48.8 7.8 0.5 

Total 44.2 47.9 7.4 0.5 

SOURCE: American Health Va lues Segmentation Study (NORC, 2015) . 

Q6. Making sure that there are bike lanes, sidewalks for walking and public transportation 
available so that people do not have to always rely on cars 

or 

Making sure that there is public transportation, sidewalks for walking, and bike lanes 
available so that people do not have to always rely on cars 

Note on randomization: Haifofthe sample received the first wording and haifreceived the second. 1 

Sample Top Priority 
Important but 

Not Top Not a Priority at All Missing 

ALP (n = 2,479) 24.2 62.2 13.0 0.5 

KnowledgePane l 
(n = 4.708) 

23.5 60.5 15.4 0.6 

Total 23.3 61.1 15.0 0.6 

SOURCE: RAND. 

1 Respondents were 3 percentage poi nts more li kely co endorse this staremenr as a rop prioriry when public rransporration 
was lis ted first rhan when bike la nes were listed firsr. 
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Q7. You said the following programs are a top priority. Of these which would you consider 
to be the highest priority? Of these which would you consider to be the lowest priority? 

Respondents were asked to consider alJ items Usred as a top priority. They selected the lowest 
and highest priorities among those. If more rhan 3 were elected as a top priority they were 
also asked to rank the remaining items. This resulted in a full ranking of all items that were 
considered a top priority. 

A. First highest top priority 

Sample 

Making sure 
that the 

disadvantaged 
have an equal 
opportunity to 

be healthy. 

Making sure 
that healthy 

foods are 
for sale at 
affordable 

prices in 
communities 
where they 

are not. 

Making sure 
that there are
safe, outdoor

places to 
walk and be 

physically 
active in 

communities 
where there 
aren't any.

Making sure 
that there 
is decent 
housing 

available for 
everyone who

needs it. 

Making sure 
that there 

are sidewalks 
for walking, 
bike lanes, 
and public 

transportation 
available so 
that people 

do not have to 
always rely on 

cars. Missing 

ALP (n = 1,875) 41.2 19.4 7.4 27.0 4.1 0.7 

KnowledgePanel 
(n = 3,189) 

35.1 22.9 10.8 25.7 4.7 0.8 

Total 36.6 21 .9 1.0.3 26.1 4.3 0.8 

8. Second highest top priority 

Sample 

Making sure 
that the 

disadvantaged 
have an equal 
opportunity to

be healthy. 

Making sure 
that healthy 

foods are 
for sale at 
affordable 

prices in 
communities 
where they 

are not. 

Making sure 
that there are
safe, outdoor

places to 
walk and be 

physically 
active in 

communities 
where there 
aren't any. 

Making sure 
that there 
is decent 
housing 

available for 
everyone who

needs it. 

Making sure 
that there 

are sidewalks 
for walking, 
bike lanes, 
and public 

transportation 
available so 
that people 

do not have to 
always rely on 

cars . Missing 

ALP (n = 1.426) 46.9 23.7 10.3 13.8 1.9 3.4 

KnowledgePanel 
(n = 2,347) 

20.1 26.2 16.1 26.9 9.5 1.1 

Total (n = 3,773) 29.1 26.0 13.9 22.4 7.3 1.3 
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C. Third highest top priority 

Sample 

Making sure 
that the 

disadvantaged 
have an equal 
opportunity to 

be healthy. 

Making sure 
that healthy 

foods are 
for sale at 
affordable 

prices in 
communities 
where they 

are not. 

Making sure 
that there are 
safe, outdoor 

places to 
walk and be 

physically 
active in 

communities 
where there 
aren't any. 

Making sure 
thatthere 
is decent 
housing 

available for 
everyone who

needs it. 

Making sure 
that there 

are sidewalks 
for walking, 
bike lanes, 
and public 

transportation 
available so 
that people 

do not have to 
 always rely on 

cars . Missing 

ALP (n =943) 55.7 16.8 11.2 5.2 6.0 5.0 

KnowledgePanel 
(n =1,522) 

13.3 25.8 23.5 20.6 15.8 1.1 

Total (n =2.465) 27.2 22.9 19.8 15.6 12.9 1.6 

D. Fourth highest top priority 

Sample 

Making sure 
that the 

disadvantaged
have an equal 
opportunity to

be healthy. 

Making sure 
that healthy 

foods are 
for sale at 
affordable 

prices in 
communities 
where they 

are not. 

Making sure 
that there are
safe, outdoor

places to 
walk and be 

physically 
active in 

communities 
where there 
aren't any. 

Making sure 
that there 
is decent 
housing 

available for 
everyone who

needs it. 

Making sure 
that there 

are sidewalks 
for walking, 
bike lanes, 
and public 

transportation 
available so 
that people 

do not have to 
 always rely on 

cars . Missing 

 
 

 

 

ALP (n =561) 7.9 20.5 38.0 7.4 23.3 2.9 

KnowledgePanel 
(n =882) 

6.1 13.8 42.9 9.2 25.3 2.8 

Total (n =1,443) 6.4 14.6 42.4 9.2 24 .3 3.2 

E. Fifth highest top priority 

Sample 

Making sure 
that the 

disadvantaged 
have an equal 
opportunity to 

be healthy. 

Making sure 
that healthy 

foods are 
for sale at 
affordable 

prices in 
communities 
where they 

are not. 

Making sure 
that there are 
safe, outdoor 

places to 
walk and be 

physically 
active in 

communities 
where there 
aren't any. 

Making sure 
that there 
is decent 
housing 

available for 
everyone who

needs it. 

Making sure 
that there 

are sidewalks 
for walking, 
bike lanes, 
and public 

transportation 
available so 
that people 

do not have to 
always rely on 

cars . Missing 
 

ALP (n =245) 5.7 8.7 21.0 5.4 52.7 6.5 

KnowledgePanel 
(n =399) 

10.4 11.5 24.3 10.2 38.9 4.7 

Total (n =644) 9.0 10.6 23.S 8.7 42.7 5.5 

SOURCES: RAND and RWJF. 
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Q8. Please indicate how much you agree or disagree with each statement. 

N ote on randomization: For QBa and QBb, halfofrespondents saw the phrase "an equal opportu
nity" and halfsaw "a fair andjust opportunity. "2 

A. Our society needs to do more to make sure that everyone has ['an equal'/'a fair and just '] opportunity to 
succeed 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n = 2,479) 4.3 9.7 16.2 28.6 40.5 0.6 

Know ledgePanel 
(n = 4,708) 

5.6 8.8 23.9 30.6 30.5 0.6 

Tota l 4.9 8.9 22.8 30.1 32.6 0.7 

 

SOURCES: Feldman (1988) is the sou rce f or the survey instrument that was last fielded in American National 
Election Studies (2009, 2013), revi sed by RAND. 

8. Our society needs to do more to make sure that everyone has ['an equal'l'a fair and just'] opportunity to be 
healthy 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n = 2,479) 3.1 4.2 13.9 31 .6 46.5 0.6 

KnowledgePanel 
(n = 4,708) 

4.2 6.5 21.0 30.4 37.3 0.6 

Tota l 3.6 6.0 19.9 30.4 39.4 0.7 

 

SOURCES: Developed by NORC, revised by RAND. 

C. It Is best for society if people are as concerned about the needs of others as they are about their own needs 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n = 2,479) 2.7 7.0 18.6 34.7 36.3 0.6 

KnowledgePanel 
(n = 4.708) 

3.6 6.0 23.3 35.5 30.9 0.6 

Total 3.3 6.1 22.7 35.1 32.1 0.7 

SOURCE : Developed by NORC. 

2 For Q8a, respondents were approx imately 2 percentage poi nts more li kely to select "somewhat agree" and 2 percentage 
poin ts less likely to select "somewhat disagree" when the question sa id "a fai r and jusr opportunity" relative to "an equal 
oppo rtu nity." These differences are smal l bur statistically sign ificant. There was no starisrica lly signi fica nt di fference fo r 
Q8b. 
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D. It would be unfair if some people had more of an opportunity to be healthy than other people 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n =2,479) 6.5 11.1 21.3 27.7 31.4 2.0 

KnowledgePanel 
(n =4,708) 


7.2 9.7 28.8 23 .9 29.7 0.6 

Total 6.9 9.8 27.4 24.7 30.5 0.8 


SOURCE : Developed by NORC, revised by RAND. 


Q9. Please indicate if you agree or disagree with the following statements. 

A. Health is like education-just like all children have access to public education from K-12, all children should 
have access to a basic .level of health care 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n =2,479) 1.6 2.7 7.4 23.4 64.2 0.7 

KnowledgePanel 
(n =4,708) 

2.7 2.8 14.2 25.6 53.8 0.8 

Total 2.4 2.9 13.0 25.2 55.7 0.9 

 

B. A good education is a building block for the future 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n =2,479) 1.1 1.6 4.3 21.6 70.8 0.7 

KnowledgePanel 
(n =4,708) 

1.7 1.3 10.1 25.0 61 .1 0.8 

Total 1.5 1.4 9.3 24.3 62.6 0.8 

C. Good health is a building block for the future 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n =2,479) 0.8 4.2 9.0 28.3 57.0 0.7 

KnowledgePanel 
(n =4,708) 


1.5 1.7 13.4 32.4 50.1 0.8 

Total 1.3 2.0 12.7 31.8 51 .4 0.8 
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D. Good health is a result of the choices you have made 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n = 2,479) 1.2 8.5 15.1 39.9 34.6 0.7 

KnowledgePanel 
(n = 4,708) 

2.3 5.7 20.7 39.6 30.9 0.8 

Total 2.1 6.4 19.4 39.9 31.3 0.9 

E. Being educated is a result of the choices you have made 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n = 2,479) 2.9 11 .9 17.2 35.9 31.5 0.7 

KnowledgePanel
(n = 4,708) 

3.1 9.1 24.1 35.5 27.3 1.0 

Total 3.1 10.0 22.4 35.8 27.6 1.0 

 

SOURCE: RAND 

Q10. Do you agree or disagree with the following statement? "It is the obligation of the 
government to ensure that everyone has access to health care as a fundamental right." 

Sample 
Strongly 
Disagree 

Somewhat 
Disagree 

Neither Agree 
Nor Disagree 

Somewhat 
Agree Strongly Agree Missing 

ALP (n = 2,479) 18.5 14.0 15.1 20.1 31.6 0.6 

KnowledgePanel 
(n = 4.708) 

16.2 12.4 17.6 21.2 31.8 0.8 

Total 16.4 12.4 17.5 20.9 32.0 0.8 

SOURCES: RAND and RWJF. 

Q11a. For the pair of statements below, indicate whether the FIRST statement or the 

SECOND statement comes closer to your own views-even if neither is exactly right. 


Nore on randomization: Half of the sample aw Qlla and half saw Qllb.3 

Sample 

The biggest reason people in 
America become unhealthy 
is because they make poor 

choices that affect their health.

The biggest reason people in 
America become unhealthy is 

because things outside of their 
control affect their health.  Missing 

ALP (n = 1,226) 64.6 34.4 0.9 

KnowledgePanel 
(n = 2,319) 

68.9 29.4 1.7 

Total 68.0 30.4 1.6 

SOURCES: Health Tracking Survey (Pew Research Center, 2012); revised by the RAND team to reflect health. 

3 Respondents were 13.6 percencage poi nts more likely co choose personal faccors in QI lb chan poor choices in QI la. 
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Q11b. Which of the following is the biggest reason that people in America become 
unhealthy? 

Sample Personal Factors External Factors Missing 

ALP (n = 1,253) 83 .0 16.2 0.8 

KnowledgePanel 
(n = 2,389) 

80.5 17.8 1.7 

Total 80.1 18.3 1.6 

SOURCES: RAND and RWJF. 

Q12. When it comes to U.S. government spending on health and health care, if you had to 
balance that spending between helping people get and stay healthy and taking care of 
people when they get sick, how would you do it? 

Sample 

More on Getting 
and Keeping People 

Healthy 

More on Taking Care 
of People When They 

Get Sick 
Equal Between the 

Two Missing 

ALP (n = 2,479) 37.7 9.3 52.2 0.9 

KnowledgePanel 
(n = 4,708) 

33.2 11.2 54.7 0.9 

Total 33.6 10.9 54.5 0.9 

SOURCES: America's Health Agenda: Priorities and Performance Rating Survey (Harvard 
School of Public Health, 2011); revised by NORC and RAND. 

Q13a. Recent research shows that as of 2018, more than one-third of American adults are 
obese. Which of the following levels of government do you think could do the most (e.g., 
through policies, programs, laws and regulations) to help reduce the number of American 
adults who are obese? 

Note on randomization: Halfofthe sample saw Q13a and halfsaw QJ3b. 

Sample 
Local 

Governments 
State 

Governments 
Federal 

Governments 

No Government 
Can Lower This 

Number Missing 

ALP (n = 1,226) 22.8 11.7 19.3 45.6 0.5 

KnowledgePanel 
(n = 2,319) 

15.7 14.8 16.6 51 .1 1.7 

Total 16.5 14.7 17.3 49.8 1.7 

SOURCES: RAND and RWJF. 
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Q13b. Recent research shows that in the past year, 8% of American adults had a substance 
use disorder (e.g., alcoholism, addiction to opioids). Which of the following levels of 
government do you think could do the most (e.g., through policies, programs, laws and 
regulations) to help reduce the number of Amer,ican adults who have a substance use 
disorder? 

Local 
Governments 

State 
Governments 

Federal 
Governments 

No Government 
Can Lower This 

Number Refused 

ALP (n = 1,253) 22.6 22.7 23.1 30.7 0.9 

KnowledgePanel 
(n = 2,389) 

21.1 21.3 20.9 34.9 1.7 

Total 21 .6 22.3 20.9 33.7 1.6 

SOURCES: RAND and RWJF. 

Note on randomization: The order ofQuestions 14a-14d was randomized for each respondent. 

Q14a. When African Americans need health care, do you think it is easier or harder for 
them to get the care they need than it is for White Americans, or is there not much of a 
difference? 

Sample Easier 
Not Much of a 

Difference Harder Miss ing 

ALP (n = 2,479) 9.9 49.7 39.7 0.7 

KnowledgePanel 
(n = 4,708) 

9.4 55.7 34.0 0.9 

Total 9.2 54.6 35.3 0.9 

SOURCES: NORC and RAND. 

Q14b. When Latinos need hea.lth care, do you think it is easier or harder for them to get 
the care they need than it is for White Americans, or is there not much of a difference? 

Sample Easier 
Not Much of a 

Difference Harder Missing 

ALP (n = 2,479) 9.9 49.4 39.9 0.8 

KnowledgePanel 
(n = 4,708) 

11.7 51.9 35.4 0.9 

Total 11.2 51.3 36.5 1.0 

SOURCES: NORC and RAND. 
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Q14c. When low-income Americans need health care, do you think it is easier or harder 
for them to get the care they need than it is for those who are better off financially, or is 
there not much of a difference? 

Sample Easier 
Not Much of a 

Difference Harder Missing 

ALP (n =2,479) 18.1 18.1 63.2 0.6 

KnowledgePanel 
(n = 4,708) 

12.4 23.7 63.1 0.7 

Tota l 12.9 22.8 63.5 0.8 

SOURCES: NORC and RAND. 

Q14d. When Americans living in rural communities need health care, do you think it is 
easier or harder for them to get the care they need than it is for those who live in urban 
areas, or is there not much of a difference? 

Sample Easier 
Not Much of a 

Difference Harder Missing 

ALP (n = 2,479) 5.0 33.5 60.9 0.6 

KnowledgePanel 
(n = 4,708) 


4.4 37.8 57.0 0.7 


Total 4.6 37.0 57.6 0.8 


SOURCES: NORC and RAND. 


Q15a. In the U.S. today, people with lower incomes live on average 7.5 years less than 
people with higher incomes. What do you think are the top three reasons why this is the 
case? (Select three options) 

The following cables each list percentage of re pondents who elected each icem as a cop cluee 
reason for longer life expectancy. 

Access to a good education 

Sample Not Selected Selected 

ALP (n = 2,479) 83.4 16.6 

KnowledgePanel (n =4,708) 85.0 15.0 

Total 84.6 15.4 

Access to health care 

Sample Not Selected Selected 

ALP (n = 2,479) 51.5 48.5 

KnowledgePanel (n = 4.708) 49.1 50.9 

Total 49.3 50.7 
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Access to health insurance 

Sample Not Selected Selected 

ALP (n = 2,479) 58.3 41.7 

KnowledgePanel 
(n = 4,708) 

56.7 43.3 

Total 56.5 43.5 

Community environment 

Sample Not Selected Selected 

ALP (n = 2,479) 79.6 20.4 


KnowledgePanel (n =4,708) 81.3 18.7 


Total 80.8 19.2 

Discrimination 

Sample Not Selected Selected 

ALP (n = 2,479) 90.9 9.1 

KnowledgePanel (n = 4,708) 91.9 8.1 

Total 91 .7 8.3 

Economic re.sources/how much money they have 

Sample Not Selected Selected 

ALP (n = 2,479) 53.4 46.6 

KnowledgePanel (n = 4,708) 52.7 47.3 

Total 52.3 47.7 

Genetics (someone 's biological makeup) 

Sample Not Selected Selected 

ALP (n = 2,479) 85.1 14.9 

KnowledgePanel (n =4,708) 83.4 16.6 

Tota l 84.0 16.1 

Health information they have 

Sample Not Selected Selected 

ALP (n = 2,479) 83.7 16.3 

KnowledgePanel (n = 4,708) 82.0 18.0 

Total 82.4 17.6 
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Luck 

Sample Not Selected Selected 

ALP (n =2,479) 94.9 5.1 

KnowledgePanel (n = 4,708) 95.0 5.0 

Total 95 .1 4.9 

Personal choices and behavior 

Sample Not Selected Selected 

ALP (n =2,479) 47.7 52 .3 

KnowledgePanel (n = 4,708) 49.1 50.9 

Total 49.7 50.3 

Treatment by society of those with low incomes 

Sample Not Selected Selected 

ALP (n =2,479) 83.7 16.3 

KnowledgePanel (n = 4,708) 84.9 15.1 

Tota l 84.9 15.1 

Other 

Sample Not Selected Selected 

ALP (n =2,479) 96.0 4.0 

KnowledgePanel (n =4,708) 96.6 3.4 

Tota l 96.4 3.6 

SOURCE: RAND. 

Q15b. Would you be wil.ling or unwilling to do each of the following to address the gap in 
life expectancy between lower and higher income people? 

A. Pay more in taxes 

Sample Very Willing 
Somewhat 

Willing 
Neither Willing 
Nor Unwilling 

Somewhat 
Unwilling Very Unwilling Missing 

ALP (n = 2,479) 11.5 19.2 22 .1 17.4 27.5 2.3 

KnowledgePanel 
(n = 4,708) 

8.2 18.5 27.1 16.7 27.7 1.8 

Total 9.2 19.1 26.2 16.3 27.5 1.7 



Top-Line Summary Data 39 

B. Donate to a charity working to address this issue 

Sample Very Willing 
Somewhat 

Willing 
Neither Willing 
Nor Unwilling 

Somewhat 
Unwilling Very Unwilling Missing 

ALP (n = 2,479) 15.9 36.9 25.5 10.9 8.5 2.3 

KnowledgePanel 
(n = 4,708) 

11.1 35.0 31.9 10.5 9.6 1.9 

Total 12.5 35.4 30.2 10.5 9.5 1.9 

C Volunteer with a community organization that is working to address this issue 

Sample Very Willing 
Somewhat 

Will ing 
Neither Willing 
Nor Unwilling 

Somewhat 
Unwilling Very Unwilling Missing 

ALP (n = 2,479) 19.3 38.0 23.0 9.5 7.9 1.1 

KnowledgePanel 
(n = 4,708) 

13.5 32.2 33.5 10.3 8.8 1.8 

Tota l 15.3 33.3 31 .3 10.2 8.3 1.6 

D. Vote for a candidate who will address this issue 

Sample Very Willing 
Somewhat

Willing 
Neither Willing
Nor Unwilling 

Somewhat 
Unwilling Very Unwilling Missing 

ALP (n = 2,479) 38.0 21.4 21 .9 5.8 10.6 2.3 

KnowledgePanel
(n = 4.708) 

30.6 23.0 28.2 6.1 10.5 1.6 

Tota l 33.0 22.3 26.5 6.2 10.5 1.6 

  

 

SOURCES: RAND and RWJF. 
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Q16. Indicate who you think should play a bigger role in providing these services, the 
government or the private sector (businesses and nonprofits}? Slide the dot to left to 
indicate that you think the government should play a bigger role and to the right to 
indicate that the private sector should play a bigger role. If you place the dot all the way to 
the left that indicates that the government should provide these services, and the private 
sector should not be involved at all. If you place the dot all the way to the right that 
indicates that the private sector should provide these services and the government should 
not be involved at all. Any point in the middle indicates that each should play some role. 

These questions were answered on a visual slider scale rhar ranged from 0 ro 100. A zero 
indicates rhar rhe govenunenr should provide rhese services, whiJe 100 indicates that rhe 
privare sector shouJd provide rhese services. The rabies below presem rhe mean value across 
respondents. 

Transportation including highways, roads, buses, trains, and subways 

Sample Number of Respondents Mean 

ALP 2,342 34.6 

KnowledgePanel 3,637 37.0 

Total 5,979 35.6 

Neighborhood safety and security 

Sample Number of Respondents 
 Mean 

ALP 2,355 
 39.2 

KnowledgePanel 3,287 
 41.8 

Total 5,642 
 41.0 

Job training programs 

Sample Number of Respondents 
 Mean 

ALP 2,357 
 47.7 

KnowledgePanel 2,874 
 52 .8 

Total 5,231 
 51.1 

Health care services 

Sample Number of Respondents Mean 

ALP 2,369 38.5 

KnowledgePanel 3,167 39.6 

Total 5,536 38.9 



Top-Line Summary Data 41 

Elementary and high school education 

Sample Number of Respondents Mean 

ALP 2,370 33.6 

KnowledgePanel 3,297 32.7 

Total 5,667 32.4 

Parks and recreation services 

Sample Number of Respondents Mean 

ALP 2,374 35.3 

KnowledgePanel 3,113 38.3 

Total 5,487 37.4 

Housing 

Sample Number of Respondents Mean 

ALP 2,364 43.3 

KnowledgePanel 2,943 46.9 

Tota l 5,307 45.7 

Food safety in restaurants 

Sample Number of Respondents Mean 

ALP 2,378 36.7 

KnowledgePanel 3,107 36.1 

Total 5,485 36.5 

SOURCES: RAND and RWJF. 

Q17. The following statements about community refer to your neighborhood. How well do 
each of the following statements represent how you feel about this community?-not at 
all, somewhat, mostly, or completely. 

A. I can trust people in this community 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n = 2.479) 13.4 39.6 35.9 9.1 1.9 

KnowledgePanel 
(n = 4.708) 

13.2 41.1 37.0 7.4 1.2 

Tota l 13.7 40.4 36.7 7.6 1.6 

SOURCE : Sense of Community Index (Chavis, Lee, and Acosta, 2008). 


NOTE: The order of Questions 17A- 17P was random ized for each respondent. 
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B. I can recognize most of the members of this community 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n = 2,479) 25.0 42.1 22.3 7.2 3.4 

KnowledgePanel 
(n = 4,708) 

30.5 40.8 21.9 5.6 1.2 

Total 29.4 40.7 22.3 6.0 1.6 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 

NOTE: The order of Questions 17A-17P was randomized for each respondent. 

C. Most community members know me 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n = 2,479) 33 .7 38.7 17.1 8.3 2.1 

KnowledgePanel 
(n = 4,708) 

37.4 38.4 17.8 5.1 1.3 

Total 36.0 38.4 18.4 5.5 1.6 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 


D. This community has symbols and expressions of membership such as clothes, signs, art, architecture, logos, 
landmarks, and flags that people can recognize 

Sample Not at All Somewhat Mostly Completely Missing 


ALP (n = 2,479) 33.9 31.9 20.9 10.0 3.4 


KnowledgePanel 
(n = 4.708) 


40.3 32.0 19.5 7.0 1.2 


Total 39.0 32.1 19.9 7.4 1.6 


SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 


E. I put a lot of time and effort into being part of this community 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n = 2,479) 30.0 42.5 17.5 6.7 3.4 

KnowledgePanel 
(n = 4,708) 

35.8 41.7 15.9 5.3 1.3 

Total 34.3 41 .7 16.7 5.6 1.7 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 
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F. Being a member of this community is part of my identity 

Sample Not at All Somewhat Mostly Completely Missing 


ALP (n =2,479) 37.0 34.2 18.0 7.4 3.3 


KnowledgePanel 
(n =4,708) 


37.0 35.4 19.2 7.3 1.1 


Total 36.7 35.2 19.0 7.5 1.5 


SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 


G. It Is very important to me to be a part of this community 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n =2.479) 20.8 38.7 24.7 13.8 2.0 

KnowledgePanel 
(n =4,708) 

22.8 39.4 26.9 9.7 1.3 

Total 22.3 38.9 26.5 10.7 1.6 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 


H. I am with other community members a lot and enjoy being with them 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n =2.479) 34.6 38.5 16.7 6.9 3.3 

KnowledgePanel 
(n =4,708) 

38.5 38.2 17.1 5.1 1.2 

Total 37.4 38.0 17.5 5.5 1.6 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 

NOTE: The order of Questions 17A-17P was randomized for each respondent. 

I. I expect to be a part of this community for a long time 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n =2.479) 18.3 27.8 30.8 19.7 3.4 

KnowledgePanel 
(n =4.708) 

15.6 32.7 32.7 17.7 1.2 

Tota l 16.2 31.4 32.3 18.4 1.6 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 

NOTE: The order of Questions 17A-17P was randomized for each respondent. 
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J. Members of this community have shared important events together, such as holidays, celebrations, or 
disasters 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n =2,479) 25.1 33.9 27.6 11.5 1.9 

KnowledgePanel 
(n =4,708) 

26.7 37.9 25.1 9.0 1.3 

Total 26.0 37.4 25.7 9.4 1.6 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 

NOTE: The order of Questions 17A-17P was randomized for each respondent. 

K. I feel hopeful about the future of this community 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n =2,479) 13.4 32.1 38.0 14.6 1.9 

KnowledgePanel 
(n =4,708) 

13.8 36.5 36.4 12.1 1.2 

Total 13.9 35.6 36.5 12.5 1.5 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 


L. Members of this community care about each other 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n =2,479) 11.7 41.9 34.4 8.7 3.4 

KnowledgePanel 
(n =4.708) 

13.5 45.6 32.4 7.4 1.2 

Total 13.3 44.7 32.5 8.0 1.6 

SOURCE: Sense of Community Index (Chavis, Lee, and Acosta, 2008). 

NOTE : The order of Questions 17A-17P was randomized for each respondent. 

M. My community can work together to improve its health 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n =2,479) 16.3 40.2 30.4 11.0 2.0 

KnowledgePanel 
(n =4,708) 

18.5 44 .. 0 28.6 7.7 1.3 

Total 18.4 42.5 29.2 8.3 1.6 

SOURCE: RAND. 

NOTE: The order of Questions 17A-17P was randomized for each respondent. 
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N. My community has the resources to improve its health 


Sample Not at All Somewhat Mostly Completely Missing 


ALP (n = 2,479) 19.2 35.0 32.0 10.6 3.3 


KnowledgePanel 
(n = 4,708) 


19.7 38.6 31.1 9.4 1.3 


Total 20.2 37.3 31.1 9.8 1.6 


SOURCE: RAND. 

0 . My community works together to make positive change for health 

Sample Not at All Somewhat Mostly Completely Missing 


ALP (n = 2,479) 31.0 40.7 19.3 5.7 3.3 


KnowledgePanel 
(n = 4.708) 


30.9 42.6 20.3 5.0 1.2 


Total 31.0 42.0 20.1 5.2 1.6 


SOURCE: RAND. 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 


P. I know my neighbors will help me stay healthy 

Sample Not at All Somewhat Mostly Completely Missing 

ALP (n = 2,479) 47.4 30.9 13.8 5.9 2.0 

KnowledgePanel 
(n = 4,708) 

46 .2 34.0 14.9 3.6 1.2 

Total 46.6 33.1 14.8 4.0 1.6 

SOURCE: RAND. 


NOTE: The order of Questions 17A-17P was randomized for each respondent. 


Q18. This question is about how different groups or organizations impact the health of 
your community. For each, please indicate what impact (positive, negative, or no impact) 
this group has on the health of your community. If the impact is both positive and 
negative, please indicate whether the overall impact is more positive or negative. 

A. People Jiving in my community 

Sample Very Negative 
Somewhat 
Negative No Difference 

Somewhat 
Positive Very Positive Missing 

ALP (n = 2,479) 1.9 8.9 38.2 37.7 10.6 2.7 

KnowledgePanel 
(n = 4,708) 

2.5 9.3 47.8 31.5 7.2 1.7 

Tota l 2.6 9.4 45.1 33.2 7.8 2.0 
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B. Local businesses 

Sample Very Negative 
Somewhat 
Negative No Difference 

Somewhat 
Positive Very Positive Missing 

ALP (n =2,479) 1.9 6.7 37.7 40.6 10.5 2.7 

KnowledgePanel 
(n =4,708) 

1.5 8.0 46.3 35.3 7.0 1.9 

Total 1.6 8.2 44.2 36.4 7.5 2.2 

C Local law enforcement 

Sample Very Negative
Somewhat 
Negative No Difference 

Somewhat 
Positive Very Positive Missing 

ALP (n =2,479) 3.3 8.2 29.8 39.3 16.7 2.7 

KnowledgePanel
(n =4,708) 

2.3 7.5 41.6 34.7 11.7 2.1 

Total 2.6 7.5 39.8 35.6 12.3 2.2 

 

 

D. Local organizations that provide health services (e.g., health care, public health) 

Sample Very Negative 
Somewhat 
Negative No Difference 

Somewhat 
Positive Very Positive Missing 

ALP (n =2,479) 2.1 5.3 25.2 43.5 21.2 2.7 

KnowledgePanel
(n =4.708) 

1.9 5.9 36.8 39.8 13.8 1.8 

Tota l 2.0 5.6 34.8 40.6 15.0 2.1 

 

E. local organizations that provide other social services (e.g., food assistance, job training) such as faith based 
orgs, nonprofits 

Sample Very Negative 
Somewhat 
Negative No Difference 

Somewhat 
Positive Very Positive Missing 

ALP (n =2,479) 3.5 4.4 24.8 45.3 19.3 2.7 

KnowledgePanel 
(n =4,708) 

2.0 6.2 36.7 39.1 14.2 1.7 

Total 2.1 6.0 34.5 40.0 15.4 2.0 

F. Local government 

Sample Very Negative 
Somewhat 
Negative No Difference 

Somewhat 
Positive Very Positive Missing 

ALP (n =2,479) 6.4 8.3 35.4 37.3 9.9 2.7 

KnowledgePanel 
(n =4.708) 

3.7 9.6 45.8 33.2 5.8 1.9 

Total 4.0 9.6 44.0 33.8 6.5 2.2 
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G. State government leaders 

Sample Very Negative 
Somewhat 
Negative No Difference

Somewhat 
Positive Very Positive Missing 

ALP (n = 2,479) 6.8 13.2 41.3 29.9 6.2 2.7 

KnowledgePanel 
(n = 4,708) 

5.9 12.4 51.7 23.8 4.3 1.9 

Total 6.1 12.9 49.5 24.8 4.5 2.2 

 

E. Federal government leaders 

Sample Very Negative 
Somewhat 
Negative No Difference 

Somewhat 
Positive Very Positive Missing 

ALP (n = 2,479) 9.7 14.4 42.0 25 .0 6.1 2.8 

KnowledgePanel 
(n = 4,708) 

8.6 13.4 53.2 19.4 3.4 2.0 

Tota l 9.1 13.9 51.l 19.9 3.8 2.2 

SOURCES: RAND and RWJF. 

Q19. There are many activities that a person could do to influence government decisions 
about health issues. During the past year have you ... 

A. Voted for or against a candidate for public office because of his/her position on a health problem or issue 

Sample Yes No Missing 

ALP (n = 2,479) 46.0 51.4 2.6 

KnowledgePanel (n = 4.708) 38.0 59 .8 2.3 

Total 40.1 57.5 2.4 

B. Voted for or against a candidate for public office because of his/her position on other issues such as 
education, public safety, or community funding 

Sample Yes No Missing 

ALP (n = 2,479) 57.5 39.9 2.6 

KnowledgePanel (n = 4.708) 49.2 48.5 2.2 

Total 50.7 47.0 2.4 

C Contributed time or money to an organization working to pass a health law or policy at the local, state or 
national level 

Sample Yes No Missing 

ALP (n = 2,479) 26.4 70.9 2.6 

KnowledgePanel (n = 4.708) 15.8 82 .0 2.2 

Total 18.2 79.4 2.4 
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D. Lobbied or advocated for a health-related cause in your community. (This may include signing a petition, 
calling a public official, disseminating information via social media, participating in demonstrations) 

Sample Yes No Missing 

ALP (n =2.479) 28.0 69.4 2.6 

KnowledgePanel (n = 4,708) 18.1 79.5 2.3 

Total 20.6 76.9 2.5 

E. Attended a civic meeting or worked with neighbors to fix community problems 

Sample Yes No Missing 

ALP (n = 2.479) 26.2 71.2 2.6 

KnowledgePanel (n = 4,708) 19.1 78.6 2.4 

Total 21.2 76.4 2.5 

F. Ever served as an elected appointee or official 

Sample Yes No Missing 

ALP (n =2.479) 11.8 85.6 2.6 

KnowledgePanel (n = 4,708) 6.8 90.7 2.5 

Total 7.8 89.7 2.5 

SOURCES: America's Health Agenda: Priorities and Performance Rating Survey (Harvard School of Public Health, 
2011) (revised), and CPS Civic Engagement Supplement (U.S. Census Bureau, 2018); adapted by RAND and RWJF. 

Q20. Whether or not you have taken action to improve health in your community, many 
people face barriers to getting involved. Thinking about the following statements, please 
rate the extent to which you think this has been a barrier for people in your community. 

A. People don't know how to get involved or where to start 

Sample 
1 Not a Barrier 

at All 2 3 4 5 Major Barrier Missing 

ALP (n =2.479) 7.0 11 .9 32.2 24.1 22.0 2.8 

KnowledgePanel 
(n =4,708) 

8.5 9.9 39.5 23.9 16.1 2.1 

Total 7.8 10.0 38.1 24.1 17.6 2.4 
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B. People don't think their involvement will really make a difference in changing the health of the 
community 

Sample 
1 Not a Barrier 

at All 2 3 4 5 Major Barrier Missing 

ALP (n =2,479) 6.5 9.5 25.4 31.8 24.1 2.8 

KnowledgePanel 
(n =4.708) 

5.5 7.9 33.6 28.7 22 .2 2.2 

Total 5.2 8.1 32.1 29.5 22.7 2.4 

C. People offer suggestions but only those coming from certain groups or individuals are 
addressed 

Sample 
1 Not a Barrier 

at All 2 3 4 5 Major Barrier Missing 

ALP (n =2,479) 7.1 12.0 34.6 24.4 19.1 2.8 

KnowledgePanel 
(n =4.708) 

7.4 11.4 40.8 23 .9 14.3 2.2 

Total 7.1 11.5 39.4 24 .5 15.1 2.4 

D. There are other issues people care more about 

Sample 
1 Not a Barrier 

at All 2 3 4 5 Major Barrier Missing 

ALP (n =2,479) 4.9 9.6 30.1 28.8 23.8 2.8 

KnowledgePanel 
(n =4.708) 

4.7 7.2 38.3 29.2 18.2 2.4 

Total 4.6 7.7 36.8 29.6 18.8 2.6 

SOURCES: RAND and RWJF. 

Q21. Would you say that in general your health is excellent, very good, good, fair, or poor? 

Sample Excellent Very good Good Fair Poor Missing 


ALP (n = 2,479) 10.5 37.5 33.6 13.4 2.5 2.5 


KnowledgePanel 
(n = 4,708) 


10.3 36.0 36.7 12.6 3.2 1.2 


Total 10.2 36.7 35.7 12.7 3.2 1.5 


SOURCE: BRFSS Healthy Days/HRQOL-4 questions (Centers fo r Disease Control and Prevention, 2009). 




50 2018 Nationa l Survey of Health Attitudes: Description and Top-Line Summary Data 

022. How would you rate the importance of the following items on a scale from: 1 {Not at 
all important) to 5 {Very important)? 

A. Religion and/or spirituality in your life 

Sample 
1 Not at All 
Important 2 3 4 

5 Very 
Important Missing 

ALP (n = 2,479) 18.2 9.5 15.3 15.5 38.8 2.8 

KnowledgePanel 
(n = 4,708) 

18.2 9.9 19.4 16.5 34.5 1.5 

Tota l 17.7 9.7 19.1 16.3 35.3 1.9 

SOURCES: RAND and RWJF. 

B. Religion and/or spiritualty in the choices you make about health 

1 NotatAll 
Important 

5 Very 
Important Sample 2 3 4 Missing 

ALP (n = 2,479) 29.3 11.8 19.4 16.2 20.5 2.8 

KnowledgePanel 
(n = 4,708) 

27.7 12.0 24.0 15.2 19.6 1.5 

Tota l 27.5 11.9 23.6 15.1 20.1 1.9 

SOURCES: FICA Spirituality Assessment Tool scale item (Borneman, Ferrell, and Puchalski, 2010), 
rev ised by RAND. 

023. Has the poor health of another person affected your life on an ongoing basis for any 
extended period of time? 

Sample Yes No Missing 

2.5 ALP (n = 2,479) 46.0 51 .5 

KnowledgePanel 
(n = 4,708) 

34.8 63.7 1.5 

Total 37.8 60.4 1.8 

SOURCES: Personal Health Experience Sca le (Brooks et al., 2013), rev ised by RAND. 

024. Do you personally currently have one or more chronic health conditions (e.g., 
diabetes, asthma, depression)? 

Sample Yes No Missing 

ALP (n = 2,479) 37.3 60.0 2.7 

KnowledgePanel 
(n = 4,708) 

34.1 64.0 1.9 

Total 35.0 62.9 2.1 

SOURCE: RAND. 
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025. Have you ever had financial problems because of a health issue for yourself and/or 
others? 

Sample Yes No Missing 

ALP (n = 2,479) 31.1 66 .3 2.6 

KnowledgePanel 
(n = 4,708) 

23.2 75.1 1.7 

Total 24.8 73.2 1.9 

SOURCE: RAND. 

026. Sometimes people take care of others who are ailing or who have health needs. For 
example, these may include elderly relatives, family members with disabilities or chronic 
disease, friends,. or neighbors. (Please don't include those who you take care of for pay} In 
a typical month, how often, if ever, do you help others who are ailing or who have health 
needs, with their daily activities? 

Sample Dai ly 

Several 
Times a
Week 

About Once 
a Week 

2-3 Times a 
Month 

Once a 
Month Never Missing 

ALP (n =2.479) 14.6 9.1 8.2 10.S 19.9 35.0 2.6 

KnowledgePanel (n 
=4,708) 


8.7 8 .4 6.5 8.2 12.2 54.6 1.6 


Total 9.8 8.9 7.3 9.1 13.8 49.3 1.9 


 

SOURCE: American Time Use Survey (U.S. Bureau of Labor Stat istics, 2014), revised by RAND. 


027. Have you ever personally experienced discrimination or been treated unfairly because 
of an ongoing health issue or condition or because of disability? 

Sample Yes No Missing 

ALP (n =2,479) 15.2 82.3 2.5 

KnowledgePanel 
(n =4,708) 

12.0 86.4 1.5 

Total 13.2 85.0 1.8 

SOURCES: RAND and RWJF. 

028. Is there a place that you usually go to when you are sick or need advice about your 
health? 

Sample Yes There Is No Place 
There Is More 

Than One Place Don 't Know Missing 

ALP (n =2,479) 68.7 9.0 13.1 6.8 2.5 

KnowledgePanel 
(n =4,708) 

65.4 9.8 14.2 9.1 1.4 

Total 65.7 9.5 14.3 8.9 1.7 
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Q28a. If YES: What kind of place do you go to most often-a clinic, doctor's office, 
emergency room, or some other place? 

Sample 

Clinic or 
Health 
Center 

Doctors 
Office or 

HMO 

Hospital 
Emergency 

Room 

Hospital 
Outpatient 

Dept. 
Some 

Other Place

I Don't Go 
to One 

Place Most 
Often 

Don't 
Know  Missing 

ALP {n = 2,170) 24.9 66.7 3.2 0.9 2.7 1.1 0.5 0.0 

KnowledgePanel 
{n = 3,918) 

21.6 68.4 2.5 1.8 2.7 2.1 0.7 0.2 

Total 22.7 67.5 2.6 1.7 2.7 2.0 0.7 0.1 

SOURCE: Nationa l Health Interview Survey {Centers for Disease Control and Prevention, 2019). 

Q29. The next question asks about your health insurance or health coverage plans. In 
answering this question, please exclude plans that pay for only one type of service (such 
as nursing home care, accidents, family planning, or dental care) and plans that only 
provide extra cash when hospitalized. Are you currently covered by any of the following 
types of health insurance or health coverage plans? 

Insurance through a current or former employer or union (of yours or another family member's). This would 
include COBRA coverage 

Sample Covered Not Covered Not Sure Missing 

ALP {n = 2.479) 55.9 34.6 5.8 3.7 

KnowledgePanel 
{n =4,708) 

51.9 41.2 5.5 1.4 

Total 51.6 40.6 5.7 2.1 

Insurance purchased through an exchange or marketplace, such as Healthcare.gov or 
[state exchange of state where respondent lives] 

Sample Covered Not Covered Not Sure Missing 

ALP {n = 2.479) 12.5 74.4 8.0 5.1 

KnowledgePanel 
{n =4,708) 

9.6 82.0 7.0 1.4 

Total 10.3 79.8 7.3 2.6 

Insurance purchased directly from an insurance company (by you or another family member) excluding coverage 
purchased through an exchange or marketplace, such as Healthcare.gov or [state exchange of state where 
respondent lives] 

Sample Covered Not Covered Not Sure Missing 

ALP {n = 2.479) 12.7 73.6 8.0 5.7 

KnowledgePanel 
{n = 4,708) 

11.3 79.6 7.5 1.5 

Total 11.9 77.4 7.8 2.8 

http://Healthcare.gov
http://Healthcare.gov
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Medicare, for people 65 and older, or people with certain disabilities 

Sample Covered Not Covered Not Sure Missing 

ALP (n = 2.479) 24.0 62.9 8.1 5.0 

KnowledgePanel 
(n = 4,708) 

25.1 67.6 5.9 1.4 

Total 24.8 66.0 6.6 2.5 

[Medicaid, Medical Assistance (MAJ, the Children's Health Insurance Program (CHIP) or any kind of government
sponsored assistance plan based on income or a disability [Medicaid name of state where respondent lives] 

Sample Covered Not Covered Not Sure Missing 

ALP (n =2.479) 14.1 72.4 8.3 5.2 

KnowledgePanel 
(n =4,708) 

13.9 77.9 6.8 1.4 

Total 14.5 75.5 7.2 2.7 

TR/CARE or other military health care, including VA health care 

Sample Covered Not Covered Not Sure Missing 

ALP (n =2.479) 6.8 79.5 8.6 5.1 

KnowledgePanel
(n =4,708) 

7.2 84.5 6.8 1.4 

Total 7.2 82.7 7.4 2.7 

 

Indian Health Service 

Sample Covered Not Covered Not Sure Missing 

ALP (n =2.479) 2.9 83.1 8.4 5.6 

KnowledgePanel 
(n =4,708) 

2.2 89.1 7.2 1.5 

Total 2.4 87.0 7.6 2.9 

Any other type of health insurance coverage or health coverage plan 

Sample Covered Not Covered Not Sure Missing 

ALP (n =2.479) 8.1 75.3 10.8 5.8 

KnowledgePanel 
(n =4,708) 

7.3 83.2 8.0 1.5 

Total 7.5 80.9 8.7 2.9 

SOURCE: Health Reform Monitoring Survey Q8, 2017 (Holohan and Long, 2018) . 
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If the respondent indicated that they had no source of insurance, they were asked Q29a: 

Q29a. Does this mean you currently have no health insurance or health coverage plan? 

Sample 
I do NOT have health 

insurance. 
I HAVE some kind of health 

insurance. Missing 

ALP (n = 2.479) 57.8 23.5 18.8 

KnowledgePanel (n = 4,708) 62.7 30.2 7.1 

Tota l 60.9 29.8 9.4 

SOURCE: Health Reform Monitoring Survey QB, 2017 (Holohan and Long, 2018). 

Q30. Are you or a close family member a medical doctor, nurse, or other health care 
professional? (Check all that apply) 

Yes, I am. 
Yes, a close family 

member is. No 

Selected Selected Selected Missing 

ALP (n = 2.479) 9.3 20.5 69.1 2.6 

KnowledgePanel 
(n = 4,708) 

6.9 16.4 76.0 1.7 

Total 7.3 17.6 74.5 1.9 

SOURCE: RAND. 


NOTE: Because respondents were asked to select all that apply, the total may sum to more than 100 percent. 


Q31. How confident are you that you can: 

Manage any health problems you have 

Sample 
Not Confident 

at All Not Too Confident 
Somewhat 
Confident Very Confident Missing 

ALP (n =2.479) 3.5 8.0 48.4 37.5 2.6 

KnowledgePanel 
(n =4,708) 

4.5 11.2 51.4 31.4 1.5 

Total 4.6 10.5 50.7 32.4 1.8 

Prevent health problems in the first place 

Sample 
Not Confident 

at All Not Too Confident 
Somewhat 
Confident Very Confident Missing 

ALP (n =2.479) 3.8 14.5 57.3 21 .9 2.6 

KnowledgePanel 
(n =4,708) 

5.0 15.1 57.9 20.2 1.8 

Total 4.9 14.9 57.6 20.6 2.0 

 

SOURCE: American Health Values Segmentation Study (NORC, 2015), revised by RAND. 
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Q32. How long have you lived in your community? 

Sample Less Than 5 Years 5 to 9 Years 10 to 19 Years 20 or More Years Missing 

ALP (n = 2,479) 24.6 13.8 19.4 39.6 2.6 

KnowledgePanel 
(n = 4,708) 

22.4 14.9 24.3 37.1 1.2 

Total 22.3 14.8 23.6 37.7 1.6 

SOURCES: RAND and RWJF. 

Q33. While you have lived in your current community, has the community experienced a 
major stressful event like a natural disaster, economic challenge like a plant closure, major 
incident of community violence? 

Sample Yes No Missing 

ALP (n = 2,479) 28.1 69.4 2.5 

KnowledgePanel 
(n = 4,708) 

23.9 74.6 1.6 

Total 25.0 73.2 1.9 

SOURCES: RAND and RWJF. 

Q33a. If yes: As a result of this event, were you temporarily or permanently displaced from 
your home or community? 

Sample Yes No Missing 

ALP (n = 2.479) 11 .3 80.5 8.2 

KnowledgePanel 
(n =4,708) 

13.6 79.7 6.6 

Total 13.4 79.2 7.4 

SOURCES: RAND and RWJF. 


Q34. Have you ever lived outside the country for a year or more? 


Sample Yes No Missing 

ALP (n = 2,479) 11.7 85.8 2.5 

KnowledgePanel 
(n = 4,708) 

11.8 86.7 1.5 

Total 11.8 86.5 1.7 

SOURCES: RAND and RWJF. 


NOTE: Respondents who answered yes were asked to list the name of the country (or countries) they have lived 

in . 
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Survey Respondent Demographics 

Both panels collecr demographic informarion about respondents separarely and provide rhis 
informarion wirh each dara ser. This section presems the survey re pondems uoweighred 
demographic characteristics. 

Respondents by Age Group, in Years 

Sample 18 to 24 25 to 44 45 to 64 65+ 


ALP (n =2,479) 0.6 20.3 46.5 32.7 


KnowledgePanel 
(n =4,708) 


5.0 29.0 40.4 25.6 


Tota l 3.5 25.9 42.5 28.1 


NOTE: Our sample from the ALP is not representative of individuals in the youngest age group (age 18 to 24). This 
is because on ly respondents from the A LP who had participated in our 2015 survey were invited to participate in 
the 2018 survey. The KnowledgePanel sample was not restricted in this way. 

Respondents by Race and Ethnicity 

Sample 
Non-Hispanic 

White 
Non-Hispanic 

Black Hispanic 

Non-Hispanic 
Asian or Pacific 

Islander 
Non-Hispanic All 

Other Races 

ALP (n = 2,479) 71 .5 9.8 13.8 2.7 2.3 

KnowledgePanel 
(n = 4,708) 

70.9 9.1 13.0 3.5 3.5 

Total 71.1 9.3 13.3 3.2 3.1 

Respondents by Gender 

Sample Male Female 

ALP (n = 2,479) 43.4 56.6 

KnowledgePanel (n = 4.708) 47.6 52.4 

Tota l 46.2 53.8 

Respondents by U.S. Region 

Sample Northeast Midwest South West Unknown 

ALP (n = 2,479) 17.6 18.0 34.4 28.4 1.5 

KnowledgePanel 
(n = 4,708) 

18.7 22.1 36.3 22 .9 a 

Total 18.3 20.7 35.7 24.8 0.5 

a The period indicates true 0 (rather than a number that has been rounded down to 0.) 
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Respondents by Education Level 

Sample Less Than High School High School Some College College Graduate 

ALP (n = 2,479) 2.7 11 .5 35.6 50.2 

KnowledgePanel 
(n = 4,708) 

7.5 28.0 28.5 36.1 

Total 5.8 22 .3 31.0 40.9 

Respondents by Marital Status 

Sample 
Married or Living 

with a Partner Separated Divorced Widowed Never Married 

ALP (n = 2,479) 58.5 2.7 16.5 6.7 15.6 

KnowledgePanel 
(n = 4,708) 

67.0 1.4 10.0 4.6 17.0 

Tota l 64.1 1.9 12.3 5.3 16.5 

Respondents by Number of Household Members 

Sample 2 3 4 5 6 7 8 9 10 11 12 

ALP (n = 2,479) 24.7 40.3 14.0 10.6 6.0 2.6 0.9 0.4 0.2 0.1 0.1 0.0 

KnowledgePanel 
(n = 4,708) 

18.8 39.8 16.7 13.6 6.4 3.0 1.3 0.2 0.1 0.2 a a 

Tota l 20 .8 40.0 15.7 12.6 6.2 2.8 1.2 0.3 0.2 0.2 0.0 0.0 

a The period ind icates true 0 (rather than a number that has been rounded down to 0.) 

Respondents by Level of Family Income, in Dollars 

Sample 
Less Than 

10,000 10,000-24,999 25,000- 49,999 50,000 74,999 75,000-99,999 
100,000 or 

More 

ALP (n = 2,479) 4.8 12.2 23.6 21 .7 11.2 26.3 

KnowledgePanel 
(n = 4,708) 

3.8 10.6 19.8 17.0 13.6 35.2 

Tota l 4.1 11.1 21.1 18.6 12.8 32.1 
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Respondents' Work Status 

Sample 

Working 
as a Paid 
Employee 

Working 
Self-

Employed 

Not 
Working-

on 
Temporary 

Layoff 

Not 
Working-
Looking for 

Work 

Not 
Working-

Retired 

Not 
Working-
Disabled 

Not 
Working-

Other 

ALP (n = 2,479) 46.4 8.0 0.8 3.5 29.9 6.0 5.4 

KnowledgePanel 
(n = 4,708) 

51.6 7.9 0.4 4.9 24.3 4.2 6.8 

Total 49.8 7.9 0.5 4.4 26.2 4.8 6.3 
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Executive Summary 

Thank you, Mr. Chairman, members of the Committee, for this invitation to testify today on 

current proposals to reform the U.S. health care system. My comments will focus on the national 

gains in health insurance coverage since the passage of the Affordable Care Act (ACA), the 

problems people continue to report affording health insurance and health care, and the potential of 

recent Congressional health reform bills to address these problems. 



The ACA brought sweeping change to the U.S. health system, expanding comprehensive and 

affordable health insurance to millions of lower- and middle-income Americans, and making it 

possible for anyone with health problems to buy health insurance by banning insurers from denying 

people coverage or charging them more because of preexisting conditions. 

The number of uninsured people in the United States has fallen by nearly half since the ACA was 

signed into law, dropping from a historical peak of 48.6 million people in 2010 to 29.7 million in 

2018. There was also a decline in the share of people who reported financial problems associated 

with medical bills or who had problems getting health care because of cost. A large body of 

research on the effects of the ACA shows that the overall impact of the legislation on people's 

ability to afford health insurance and get needed health care has been positive. 

However, three distinct, yet interrelated, problems remain: millions of people are still uninsured, 

millions of people with insurance have plans that are leaving them underinsured, and health care 

costs are growing faster than median income in most states. 

After dropping significantly through 2015, the national uninsured rate has held steady at around 9 

percent, with ominous upticks in 14 states in 2017. These stalled gains stem from four primary 

factors: 

• 	 Seventeen states have not yet expanded Medicaid, including the heavily populated states of 

Florida and Texas. 

• 	 People with incomes just over the marketplace subsidy threshold (about $48,560 for an individual 

and $100,000 for a family of four) and many in employer plans have high premium contributions 

relative to income. 

• 	 Congressional and executive actions regarding the individual market and Medicaid have reduced 

potential enrollment in both. 

• 	 Undocumented immigrants are ineligible for subsidized coverage under the ACA. 

In addition to the 29.7 million people who lack insurance, an estimated 44 million working-age 

adults with insurance are underinsured because they have high out-of-pocket costs and deductibles 

relative to their income. This is up from 29 million in 2010, according to Commonwealth Fund 

survey data. The greatest growth in the share of underinsured adults is occurring among those in 

employer health plans. However, people who buy plans on their own through the individual market 

- including the ACA marketplaces - are underinsured at the highest rates. 

The growth in underinsurance is attributable to two primary factors: 

• 	 Growth in cost-sharing, particularly deductibles, in the individual market and employer plans 

• 	 Sluggish growth in U.S. median income; out-of-pocket health care costs and deductibles comprise 

a growing share of income among low- and moderate-income families. 



Leaving millions of people uninsured or underinsured has implications for families and the nation's 

general prosperity. Commonwealth Fund surveys have consistently found that people who lack 

health insurance even for short periods of time, or those who are underinsured, avoid or delay 

needed health care and are at risk of accumulating medical debt. Many adults with medical bill or 

debt problems report serious financial problems including using all their savings to pay their bills or 

receiving a lower credit rating as a result of their debt. Other research has demonstrated that people 

who don't have adequate health insurance all their lives have fundamentally different life 

experiences and less economic opportunity than those who are adequately insured. This includes 

lower educational attainment, lifetime earnings, and life expectancy. 

A major factor underlying trends in both uninsured and underinsured rates is the overall rate of 

growth in U.S. health care costs. Health care costs are the primary driver of premium growth in 

private insurance. To temper premium growth, insurers and employers have increased deductibles, 

exposing enrollees to growing out-of-pocket risk. This means that health care costs ultimately drive 

consumers' decisions to buy insurance (via premiums) and whether to get health care (via cost

sharing). Income-based subsidies and risk-reduction strategies like reinsurance can lower premiums 

and consumers' out-of-pocket costs, but they will not address the underlying cost drivers. Moreover, 

the federal and state costs of those policies also will be affected by overall cost growth. It is 

therefore critical that such policies be paired with strategies to lower U.S. health care costs. 

There is growing evidence that prices paid to providers - especially hospitals - rather than use of 

health care services, are the primary driver of health care cost growth. There is also considerable 

evidence that prices explain the wide health care spending gap between the United States and other 

wealthy countries. 

Recent research also indicates that per capita costs in U.S. private insurance are rising faster than 

those in public insurance programs. Medicare sets prices for providers, while prices in commercial 

plans are usually the result of negotiation between providers and insurers or employers. Gerard 

Anderson and colleagues note that the difference between prices paid by public and private insurers 

ballooned from 10 percent in 2000 to 50 percent in 2017. They argue that to lower the rate of 

growth in U.S. health care costs, we need increased scrutiny of private insurer payments to 

providers. 

Congressional Democrats have introduced several bills aimed at addressing the interrelated 

problems of uninsurance, underinsurance, and rising health care costs. The bills are similar in that 

they expand the public portion of our mixed private-public health care system. They fall along a 

continuum that ranges from adding public plan features to private insurance to Medicare-for-All 

proposals. The bills may be broadly grouped into three categories: 

• 	 Adding public plan features to private insurance. These bills include provisions to enhance 

the premium and cost-sharing subsidies for marketplace plans, fixing the so-called family 



coverage glitch in employer plans, adding reinsurance, and addressing the Medicaid coverage gap 

for low-income people in nonexpansion states. 

• 	 A choice of public plans alongside private plans. In addition to enhancing ACA subsidies 

and providing reinsurance, the bills in this category also give consumers a choice of a public 

plan, based on either Medicare or Medicaid, for employers and people in the ACA marketplaces. 

The bills use the leverage of the federal government's buying power in setting premiums for the 

public plan, establishing provider payment rates, and negotiating prescription drug prices. Some 

bills also improve benefits for people currently enrolled in Medicare. 

• 	 Making public plans the primary source of coverage in the U.S. Bills in this category are 

single-payer or Medicare-for-All bills in which all residents are eligible for a public plan that 

resembles the current Medicare program, but is not the same program we have today. The bills 

limit or end premiums and cost-sharing and end most current forms of insurance coverage, 

including most private coverage, with the exception of HR 7337, which retains employer 

coverage as an option. Benefits are comprehensive and include services not currently covered by 

Medicare such as dental, vision, and long-term care. The approach brings substantial federal 

leverage to bear in setting premiums and lowering provider and prescription drug prices. 

While these bills would create different degrees of change, all have the potential to make the 

following general changes in the U.S health care system: 

• 	 Improve the affordability, benefit coverage, and cost protection of insurance for many or all U.S. 

residents 

• 	 Lower the rate of cost growth in hospital and physician services, prescription drugs, and health 

plan and provider administration 

• 	 Reduce the number of uninsured people, in some bills to near zero 

• 	 Reduce the number of underinsured people, in some bills to near zero. 

Estimates of the potential effects of these provisions include: 

• 	 By lifting the top income eligibility threshold for marketplace premium tax credits, we could 

insure 1.7 million more people and lower silver plan premiums by 2.7 percent, at a net federal 

cost of $10 billion in 2020.1 

• 	 Reinstating the ACNs reinsurance program could increase insurance coverage for up to 2 million 

people, lower silver plan marketplace premiums by as much as 10.7 percent, and result in net 

deficit savings of as much $8.8 billion in 2020.2 

• 	 Enhancing premium tax credits and lifting the income eligibility threshold could reduce annual 

marketplace premium contributions by enrollees from $356 to as much as $9,434.J. 

• 	 Funding and extending the cost-sharing reduction payments and pegging premium tax credits to 

the gold plan could decrease marketplace deductibles by $1,650 for people with incomes at 250 

percent of poverty ($30,350 for an individual) and above.~ 



• 	 Allowing HHS to negotiate prescription drug prices under a Medicare-for-All approach could 

lower drug prices by 4 percent to 40 percent.5. 

• 	 Replacing most private insurance with public insurance under a Medicare-for-All approach could 

lower insurance and provider administrative costs from a current 13.9 percent of spending in 

commercial plans to 6 percent to 3.5 percent of all spending.§. 

• 	 Setting provider prices at Medicare rates under a Medicare-for-All approach could reduce U.S. 

health spending by $384 billion in 2022, or $5.3 trillion over 10 years.1 

• 	 Recent estimates of the effects of a Medicare-for-All proposal on U.S. national health care 

expenditures range from: declines of 9.6 percent (Pollin) and 2.1 percent (Blahous) to increases 

of 1.8 percent (RAND), 9.8 percent (RAND), 12.6 percent (Thorpe) and 16.9 percent (Urban 

Institute).~ 

In the area of costs, what has captured the greatest attention in the emerging debate around 

Medicare for All is the significant shift in the how national health spending would be financed. 

With the exception of HR 7339, which retains employer coverage as an option for employers and 

employees, all the bills in this category would shift most U.S. health care spending from households 

and employers and state and local governments to the federal budget.2 This shift raises important 

questions about financing sources, in particular the incidence of taxation. 

What is notable about the range of national health expenditure estimates under a Medicare-for-All 

approach is that the increase in expenditures is often less than the increase in demand for health 

care induced by providing comprehensive coverage to everyone. The range of spending estimates is 

very wide. This is because the degree of potential savings and efficiencies depend on certain 

assumptions, particularly the ability of a single-payer plan to lower provider payments, prescription 

drug costs, and administrative costs. The mechanisms for achieving slower health care cost growth 

in these proposals could be considered, refined, and applied not only in single-payer approaches but 

in other health reform strategies as well. For example, as part of a set of incremental ACA reforms, 

the Urban Institute estimated that capping provider payments at a level just above Medicare rates in 

the individual market could lower federal spending on the ACNs premium tax credits by $11.8 

billion and household spending on premiums by $1.7 billion in 2020.10 

CONCLUSION 

Since the ACA was passed in 2010, Congress has not passed further legislation to insure more 

people or make private plans more affordable or cost-protective. Many states have stepped up by 

promulgating regulations, passing legislation, and establishing programs like reinsurance to secure 

insurer participation, inform consumers of their coverage options, and lower consumer costs. But 

people living in states that did not embrace the coverage expansions (i.e., the Medicaid expansion 

or choosing to operate a state-based marketplace) are lagging those who live in more actively 

engaged or resourced states. Some states that have taken actions like establishing reinsurance 

programs are struggling to finance them long term. 



Improving coverage for all U.S. residents will require federal legislation. The bills recently 

introduced are an amalgam of provisions that individually or collectively have the potential to make 

small to large improvements in coverage and increase the ability of people to get the health care 

that they need. Lowering premiums, limiting out-of-pocket cost exposure, and lowering the overall 

rate of health care cost growth are achievable goals. These bills provide mechanisms to move 

forward on each. Some ideas - like enhancing the ACNs subsidies - won't completely solve the 

U.S.'s significant affordability problem, but will provide a step toward providing targeted relief to 

several million people. 

Many of these ideas can be implemented without a major reorganization of the health care system. 

For example, paying providers in commercial insurance plans at prices closer to Medicare's or 

allowing the Secretary of Health and Human Services to negotiate prescription drug prices have 

potential to slow health care cost growth and would not require an immediate shift to a single

payer system. The Medicare-for-All bills feature some of the proposed approaches in less sweeping 

bills, such as enhancing marketplace subsidies or as transitional coverage improvements during a 

multiyear transition to a single-payer system. On the other hand, moving piecemeal also involves 

trade-offs. Based on the experience of the ACA, it appears possible or even likely that additional 

steps may take some time to achieve. 

The committee is to be commended for taking on the issue of health reform. Hearings like these 

allow for fact-based consideration of policy options, their potential implications, and their trade

offs. I look forward to your questions. 

Thank you. 

Read the full testimony.:. 
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Change to Insurance Payment Formulas Will Raise Costs 
for Millions With Marketplace or Employer Plans 

By Aviva Aron-Dine and Matt Broaddus 

A seemingly minor c hange  included in the Administration’s final rule setting Affordable Care Act  
(ACA) marketplace standards for 2020 will raise  premiums for at least  7.3  million marketplace  
consumers by  cutting their premium tax credits.1  These higher premiums — for e xample, $2082  
more annually for a family  of four with income of $80,000 — w ill cause 70,000 people to drop 
marketplace coverage  each year, according to the Administration’s own estimates.  

The change will also increase limits on total out-of-pocket costs for millions of people, including 
many with employer coverage. Families that experience costly illnesses or injuries, whether insured 
through the marketplace or through their employer, could face an additional $400 in medical bills 
because of the new policy. People with pre-existing health conditions, who are more likely to reach 
their plans’ limits on total out-of-pocket costs, will be disproportionately affected. 

The change is not required by the ACA or any other statute. The Administ ration is making an  
entirely discretionary  choice to raise costs for millions of people, just weeks after President Trump 
justified his latest  efforts to repeal the ACA by arguing that it has resulted in premiums and 
deductibles that are too high.3  Moreover, the Administration chose to move forward with finalizing 
the rule change despite the fact that, as the final rule itself notes, “all commenters on this topic [of 
the proposed rule] expressed opposition to or concerns about the proposed change.”  

1  Patient  Protection  and  Affordable  Care  Act;  HHS  Notice  of  Benefit  and  Payment  and P ayment Parameters for  2020, 
April  18, 2019,  https://s3.amazonaws.com/public-inspection.federalregister.gov/2019-08017.pdf.    
2  Estimates  in  this  analysis  have been updated to reflect  the D epartment of Health an d H uman S ervices’  proposal  to 
base adjustments  on private health insurance premiums  excluding premiums  paid for  Medigap and property and casualty 
insurance, rather than all private premiums.  
3  See for  example,  https://twitter.com/realDonaldTrump/status/1112900816371900418.  

1 

https://twitter.com/realDonaldTrump/status/1112900816371900418
https://s3.amazonaws.com/public-inspection.federalregister.gov/2019-08017.pdf
http://www.cbpp.org
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How the Rule Will Increase Premiums, Out-of-Pocket Costs 
The  Administration’s policy  will change how the ACA’s “applicable percentages” and “maximum 

out-of-pocket limit” are adjusted each year.4  The applicable percentages establish the share of 
income  that marketplace consumers are expected to pay toward benchmark  (silver plan) he alth 
coverage, with the ACA’s premium tax credits making up the difference. The maximum out-of-
pocket limit establishes the maximum amount that consumers can be required to pay in cost sharing, 
whether through deductibles, co-pays, or co-insurance. It applies to nearly all private plans, whether 
offered through employers  or  in t he individual market.  

Under the final rule, both the share of income that people pay in premiums (after tax credits) and 
the maximum out-of-pocket limit will increase more rapidly than they otherwise would have. 
Specifically, the applicable percentages will be 2.7 percent higher in 2020 than they otherwise would 
have been, and the maximum out-of-pocket limit will be 2.5 percent higher. That means: 

•   The large majorit y — at   least  7.3 million  —  of the  8.9  million people who purchase subsidized 
coverage in the ACA marketplaces will pay  higher premiums, because they  will receive smaller 
premium tax credits.5  Subsidized consumers in every state (including state-based marketplaces)  
will be affected.  

Premiums will increase most for families with incomes well above the poverty level but still 
low enough to qualify for subsidies. For example, a family of four with income of $80,000 will 
pay an extra $208 in 2020 premiums as a result of the rule. (See Table 1 for impacts on single 
individuals and families at other income levels.) 

According to the Administration’s own analysis, included in the  final rule, these  premium 
increases would cause  70,000 people each year to drop marketplace coverage. In addition to 
the direct impact on these consumers, this could also hurt the marketplace risk pool, causing 
sticker price premiums (premiums before tax credits) to rise as well. As the proposed rule  
explained, “the proposed change could also contribute to a decline in Exchange enrollment  
among premium tax credit eligible consumers, and could ultimately result in net premium 
increases for enrollees that remain in the  individual market, both on and off the Exchanges, as 
healthier enrollees elect not to purchase Exchange coverage.”6  

4  Specifically,  the rule changes  how t he Administration would measure “premium gr owth,” which  is  part  of  the formula  
for  adjusting the applicable percentages, the m aximum  out-of-pocket  limit,  the ACA’s  employer  mandate  penalty, and  
certain other  ACA  policy parameters.  
5  While  all  subsidized  consumers  with  positive  net  premiums  (after  premium  tax credits) will  pay more under  the rule,  
subsidized c onsumers with ze ro p remium  (after  premium  tax credits) may n ot:  the p remium  tax credit available to th  em  
will  decrease,  but  they  may  not  have  needed  the  full  credit  previously  available.  The  proposed rule estimated  that 16  
percent  of  all  marketplace enrollees  are enrolled in zero premium pl ans;  based on that  estimate, we  calculate that  at  least  
7.3  million  people  will  see  higher  premiums  as  a  result  of  the  policy. This  calculation  is  based on marketplace enrollment  
data  in the first half of 2018, available from  the  Centers  for  Medicare  and  Medicaid  Services  (CMS),  at  
https://www.cms.gov/newsroom/fact-sheets/effectuated-enrollment-first-half-2018.  
6  Patient  Protection  and  Affordable  Care  Act;  HHS  Notice  of  Benefit  and  Payment,  January 17, 2019, 
https://s3.amazonaws.com/public-inspection.federalregister.gov/2019-00077.pdf.    
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• The maximum out-of-pocket limit will increase by $200 for an individual and $400 for a 
family. (The individual out-of-pocket limit in 2020 will be $8,150, instead of $7,950, while the 
family limit will be $16,300, instead of $15,900.) 

As noted, the maximum out-of-pocket limit protects people with employer-sponsored 
coverage, as well as those with individual market plans. Among consumers with  employer-
sponsored coverage, millions have  plans with out-of-pocket limits at or near the maximum;7  
they  could face an additional $200  per person in me dical bills if they are seriously ill or injured 
in 2020. This change will disproportionately  impact  people with pre-existing health conditions, 
who are more likely to reach their plans’ out-of-pocket limits.  

Administration’s Arguments for Change Are Flawed 
The Administration has argued that the  formula change  is ne eded to contain federal costs for  

premium tax credits.8  But by its own analysis, most of the roughly $1 billion in annual premium tax 
credit savings from t he  policy will come from a reduction in the number of people with marketplace  
coverage, with the  rest coming from low-  and moderate-income marketplace consumers paying 
more. The Administration’s willingness t o save $1 billion per year by  reducing marketplace coverage  
and requiring low- and moderate-income people to pay more in premiums contrasts with it s 
willingness to spend about $3 billion pe r year to expand the availability of short-term, limited 
duration health insurance plans exempt from ACA consumer protections.9     

The Administration also tries to justify the policy on technical grounds. The ACA requires the 
applicable percentages and maximum out-of-pocket limit to rise each year based on premium 
growth, and the Administration argues that premium growth across all private plans (the metric its 
new method adopts) is a better measure than premium growth in employer plans (the current 
metric, established in past regulations). But as the rule notes, the Department of Health and Human 
Services previously adopted the employer plan premium measure because it “reflect[s] trends in 
health care costs without being skewed by individual market premium fluctuations resulting from 
the early years of the [ACA].” In contrast, the new methodology increases costs for consumers — 
including people with employer plans — due to the one-time increases in individual market 
premiums that occurred as insurers adjusted to the ACA and as the ACA’s temporary reinsurance 
program (which reimbursed insurers for certain costs) phased out. 

More important, the change is purely at the Administration’s discretion: the statute does not 
require it. Rather, the Administration is choosing to adopt a formula change the effect of which is to 
raise premiums for millions of people and weaken protections against high out-of-pocket costs for 
millions more. 

7  See  Kaiser  Family  Foundation,  Employer  Health  Benefits  Survey, 2018 Annual Survey, 2018, 
http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2018.  
8  Stephanie Armour,  “Trump’s Proposed A CA  Rules Could  Boost  Costs  for  Millions  of  People,”  Wall  Street  Journal, 
January  17,  2019,  https://www.wsj.com/articles/trumps-proposed-aca-rules-could-lift-costs-for-millions-of-people-
11547775475.   
9  The  Administration  estimates  that  the  expansion  of  short-term  plans will  increase tax  credit costs by ab out $3 b illion  
per  year.  See Short-Term,  Limited  Duration  Insurance, February 20,  2018,  https://s3.amazonaws.com/public-
inspection.federalregister.gov/2018-03208.pdf.  
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TABLE  1  

   

Formula Change Will Increase Health Care Costs for Marketplace Consumers 

Annual income of… 
      Premium payment increase due to formula change in 2020 

Individual     Family of 4 

 $20,000  $24  
 *  
 $30,000  $63  
 *  
 $40,000  $104  
 $47  
 $50,000  *  
 $83  
 $60,000  *  
 $123  
 $70,000  *  
 $167  
 $80,000  *  
 $208  
 $90,000 *  
 $234  

Source: CBPP estimates. * indicates that the individual or family has income too low to qualify for marketplace subsidies 
(and qualifies for Medicaid) or too high. 
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California 
Simulation of 
Insurance 
Markets 
The California Simulation of 
Insurance Markets (CalSIM) 
model is designed to estimate 
the impacts of various federal 
and state policies on employer 
decisions to offer insurance 
coverage and individual  
decisions to obtain coverage 
in California. It was developed 
by the UC Berkeley Center for 
Labor Research and Education 
and the UCLA Center for 
Health Policy Research.  
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3.6 Million Californians Would 
Benefit if California Takes 
Bold Action to Expand  
Coverage and Improve  
Affordability 

Miranda Dietz, Laurel Lucia, Srikanth Kadiyala, 
Petra W. Rasmussen, Ken Jacobs, Dylan H. Roby, 
Dave Graham-Squire, Jason Zhang, Greg Watson, 
Xiao Chen, and Gerald F. Kominski 

California made historic gains in health insurance coverage under the
Affordable Care Act (ACA), but several million Californians remain 
uninsured and many struggle to afford individual market insurance. If the
state takes no action, the number of Californians uninsured is projected
to increase to 4.4 million in 2023 due to the elimination of the individual 
mandate penalty as well as other trends such as premium growth,
population growth, and changes in eligibility due to minimum wage
increases.1 Similarly, if the state takes no action the individual market 
is projected to be smaller and have a less healthy risk mix, resulting in
higher premiums that would further reduce affordability. 

Many California policymakers have expressed a desire and commitment
to resist federal sabotage of the ACA, control health care costs, and 
achieve universal health care coverage. As the state explores ways to
fundamentally redesign our health care delivery system—including by
adopting a single payer or other unified public financing approach—
state policymakers are also considering near-term policies that do
not require federal approval but address the immediate challenges of
improving affordability and expanding coverage. Options currently being
considered include: 



 

	
	

	

	

	

	• Expanding Medi-Cal to all low-income California adults regardless of immigration status;2

• Providing robust help with individual market premium and out-of-pocket costs for those already
eligible for ACA subsidies and eliminating the ACA eligibility cliff at four times the federal poverty
level (FPL), as depicted in Exhibits 1 and 2 and outlined in the recent Covered California report to
the legislature;  3 and

• Implementing a state individual mandate penalty that mirrors the federal ACA penalty that was
eliminated starting in 2019.

While the effects of these policy elements have been analyzed separately,4 this brief is the first to look 
at the combined effects on affordability and coverage. 

Exhibit 1: Comparison of premium contribution caps for benchmark plan premiums under 
proposed policy and ACA 

Exhibit 2: Comparison of assistance with out-of-pocket costs under proposed policy and ACA 
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If these affordability improvements, along with Medi-Cal expansion and an individual mandate, were
fully implemented by 2023, 3.6 million Californians would benefit, relative to projections if no action
is taken. This includes 1.7 million Californians who would be enrolled in coverage instead of being
uninsured in 2023, and 2.3 million people enrolled in the individual market who would either receive
state assistance with health care costs or experience lower premiums. Approximately 400,000 Califor-
nians are counted in both totals—they would enroll in the individual market instead of being uninsured
and would also benefit from lower costs, resulting in there being 3.6 million people who are better
off relative to the status quo. These projections are based on version 2.4 of the UCLA-UC Berkeley 
California Simulation of Insurance Markets (CalSIM) model.5  

State action would result in 1.7 million more Californians with insurance 

•		 If the state took no action, we project the number of uninsured will rise to 4.4 million by 2023. If
these policies were enacted, the number of uninsured Californians would fall by 1.7 million for a
total of 2.7 million uninsured in 2023. 

Exhibit 3: Millions of uninsured in California, 2012 - 2023 

	 	 

• 		The largest group gaining coverage would be low-income undocumented adults who would
become eligible for full-scope Medi-Cal coverage. In addition, more people would enroll in
individual market coverage due to improved affordability and the stabilizing effect of the
individual mandate penalty. Reinstating a penalty is also expected to stabilize Medi-Cal enrollment, 
which is otherwise expected to decline.6  

• 		These 1.7 million Californians would be disproportionately low-income (77% estimated to have
income at or below 200% FPL) and Latino (67%). Continuing to close the coverage gaps for these
groups would build on the ACA’s success in reducing coverage disparities in the state.7 

• 	Health insurance matters: research has shown the value of health insurance for health, access to 
care, and financial security.8 
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2.3 million individual market enrollees would spend an average of 35% less on premiums 

Premium contributions for the 2.3 million Californians projected to enroll in the individual market by
2023 under these policies would be, on average, 35% lower than individual market premium contribu-
tions for this group if no action were taken. Many would also have lower out-of-pocket costs for care.
These 2.3 million include: 

• 1.45 million individual market enrollees who are eligible for federal subsidies (earning up to 400%
FPL) but who still struggle with costs would get additional relief.

•		This group would pay no more than 0% to 8%  
of family income on premiums for a benchmark plan,
compared to no more than 2.08% to 9.86%  
of income under current policy. Premium  
contributions would decline an average of 48%,
a decrease averaging approximately $70 per person
per month for this group.9

•		 Out-of-pocket costs would go down as everyone in
this group would pay no more than the Gold-level
out-of-pocket costs, approaching the norms for
those with employer-sponsored insurance.10 

•		This group would pay an average of 5% of family
income in premium and out-of-pocket costs in the
individual market, compared with an average of 9%
of family income in the absence of these policies. 

A single full-time minimum
wage worker in Los Angeles 
earning $33,250 annually 
would go from paying 
approximately $220 per 
month (8% of income) for a 
plan with a $2,200 deductible
to paying $90 per month  
(3% of income) for a plan 
with no deductible. 

• 300,000 individual market enrollees with income above the
ACA eligibility cliff (400% FPL) would receive financial help from the state so that they pay no
more than 8% to 15% of family income on premiums for a benchmark plan.
	

A 60-year old married couple 
from San Mateo County earning 
$84,000 (approximately 450% FPL 
in 2023) would go from having to 
pay $3,350 in total premiums per 
month (close to 50% of income) 
to paying $630 per month (9% of 
income) toward premiums for the 
benchmark plan. 

• Premiums for this group would decline
by an average of 59%, creating savings of
approximately $440 per person per month.

• Improved premium affordability is
expected to increase enrollment in plans

 that require less out of pocket spending.11 

• This group would pay an average of 9%
of family income in premium and out-of-
pocket costs in the individual market,
compared with 19% in the absence of
these policies.
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•				560,000 individual market enrollees would benefit from lower  
premiums due to a healthier risk mix in the individual market, 
even though they would not be eligible for federal or state 
subsidies in 2023.12  

•				Premiums are projected to be 10% lower than they
would be without the individual mandate penalty and
without the extra affordability help as both policies

 would entice more healthy individuals to enroll. 

•				Given lower premiums, some enrollees are expected
to opt for more generous, higher value plans with
lower out-of-pocket costs. As a result, we project that
premiums for this group would on average be $35
lower per month. 

A single 40-year old in 
Sacramento earning 
$83,000 (approximately 
600% FPL in 2023)
would go from paying 
$680 in premiums 
per month to $610 in 
premiums per month 
for a benchmark plan, a
savings of over $800 per 
year. 

Exhibit 4. Average individual market premium contribution reductions under proposed policy, 2023 

Individual market enrollees grouped by type of assistance 
Average premium  

contribution reductions 

1.45 million would receive state premium assistance that builds on ACA 
subsidies, many would also get help with out-of-pocket costs 48% 

300,000 with income above the ACA eligibility cliff would receive state 
assistance that limits premium spending based on income 58% 

560,000 not eligible for state assistance would see lower premiums due to a
healthier risk mix in individual market 10% 

Total: 2.3 million individual market enrollees 35% 

California has the opportunity to build on its successes implementing the ACA by continuing to cover 
more Californians and providing greater relief from the high costs that some still experience with
individual market coverage. If the state takes no action, we project that the number of uninsured will
increase to 4.4 million by 2023 and the lack of an individual mandate penalty will increase premiums
by an additional 8%.13 If, however, the set of policies being proposed were fully implemented by 2023,
the state would be able not only to maintain the progress realized under the ACA, but also to make 
substantial improvements in both coverage and affordability, providing relief to 3.6 million Californians.
Furthermore, these policies would reduce coverage disparities that exist for undocumented immigrants,
Latinos, and the lowest income Californians. 

While other states have implemented some elements of this set of policies,14 California could be the first 
to expand full-scope Medicaid coverage to undocumented adults and the first to cap premium contribu-
tions based on income for all individual market enrollees. Even as California explores options for more
extensive health system reforms, including how to attain federal approval, the Golden State can be a 
model for other states by helping more Californians gain more affordable coverage now. 
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Technical Appendix: Modeling assumptions and details 

• We assume that the effect of a state mandate penalty on enrollment is the same as if the federal
penalty had been in place. While the effect may phase in over time, we assume that by 2023 the full
effect on enrollment would be evident. We model the effect of the mandate on enrollment as mostly
psychological and only partially related to the actual dollar value of the penalty that a person would
owe, or even whether that person would technically owe a penalty at all.

• Our model suggests that eliminating the individual mandate penalty results in approximately 8%
higher premiums in the individual market than if the penalty had not been eliminated—the 3.5%
average increase in premiums due to penalty elimination that is already reflected in 2019 rates,15 
plus an additional 4.5% in future years. With a reinstated individual mandate penalty, the policies to
provide state premium and cost sharing support that we model in this report result in an additional
reduction in premiums in the individual market of approximately 2%. 

• Calculations of individual market savings compare what individual market enrollees are projected to
pay in 2023 under the policy to what they are projected to have paid had they been enrolled in the
individual market under the status quo scenario.

• CalSIM does not project macroeconomic changes like recessions, but we do model scheduled
increases in state and local minimum wages. We do not model the chilling effect on Medi-Cal
enrollment from the proposed federal public charge rule, though this effect could substantially
decrease enrollment.16  

• Our model focuses on the non-elderly population (under age 65). However, there are very few elderly
uninsured; the California Health Interview Survey (CHIS) suggests 1% or less of the elderly population
in California is uninsured—fewer than 50,000 people. Therefore, our total projections for the number
of non-elderly uninsured are roughly equivalent to projections for the total number of uninsured.

• CalSIM numbers of uninsured are different from survey-based estimates of the uninsured.
o	 Undocumented California adults with restricted-scope Medi-Cal may report being uninsured

or having Medi-Cal to CHIS and other surveys. Undocumented adults who report having
Medi-Cal are presumed to have restricted-scope Medi-Cal because they are generally not
eligible for full-scope Medi-Cal under current policy. For this reason, CalSIM considers all
undocumented adults who currently report having Medi-Cal on surveys as uninsured. For
more details, see Appendix C of Dietz et al., November 2018.

o	 Survey totals for Medicaid are always lower than administrative totals, in large part because
many people who are recorded as having Medicaid fail to report it to surveys.

• Who are the 1.7 million more Californians who would gain insurance coverage? How does this
compare with earlier analyses of each policy separately?

o	 There would be 700,000 fewer uninsured because of reinstating the individual mandate
penalty. This consists of 250,000 covered in the individual market, 380,000 in Medi-Cal, and
70,000 in employer coverage. These numbers are slightly different from those reported in our
November 2018 report (which used an older version of CalSIM).

o	 800,000 otherwise uninsured undocumented adults would gain coverage through Medi-Cal.
Another 100,000 undocumented who would otherwise be enrolled in employer or individual
market coverage are projected to enroll in Medi-Cal, for a total of 900,000 enrolled undoc-
umented adults. This projection of enrollment is lower than other estimates that rely heavily
on administrative data,17 in part because survey totals for Medicaid are almost always lower
than administrative totals. We do not incorporate any reduction in enrollment due to the
proposed public charge rule. 

o	 	 200,000 would take up coverage in the individual market as a result of state premium and
cost sharing support, assuming the individual mandate penalty is in place. Our estimate
for the effect of this extra affordability assistance in the absence of an individual mandate
penalty is 240,000—close to the estimates from Covered California under a similar scenario
(290,000 increase in the individual market under option 1).
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1  This projection uses the latest version of our CalSIM model, version 2.4. Prior projections published in
November 2018 using version 2.2 were in a similar range. Miranda Dietz et al., “California’s Health Coverage Gains
to Erode Without Further State Action” (UC Berkeley Center for Labor Research and Education and UCLA Center 
for Health Policy Research, November 27, 2018), http://laborcenter.berkeley.edu/ca-coverage-gains-to-erode-
without-further-state-action/. 

2  Laurel Lucia, “Towards Universal Health Coverage: Expanding Medi-Cal to Low-Income Undocumented 
Adults” (UC Berkeley Center for Labor Research and Education, February 5, 2019), http://laborcenter.berkeley.edu/
medi-cal-undocumented-adults/. 

3  A full description can be found in the description of “Option 1” in Covered California, “Options To 
Improve Affordability In California ’s Individual Health Insurance Market,” February 1, 2019, https://hbex.coveredca.
com/data-research/library/CoveredCA_Options_To_Improve_Affordability.pdf. 

4  For analysis of the individual mandate, see Dietz et al., 2018. For analysis of the individual market afford-
ability policies, see option 1 of Covered California, 2019. For analysis of expanding Medi-Cal to undocumented
adults, see Lucia, 2019. Comparison between this analysis and these separate analyses can be found in the
technical appendix to the brief. 

5  CalSIM version 2.4. More information on CalSIM can be found at http://calsim.org. 

6  For more on the projected effect of the individual market penalty, see Dietz et al., 2018. 

7  Tara Becker, “ACA Reduces Racial/Ethnic Disparities in Health Coverage,” Issue Brief (California Health 
Care Foundation and UCLA Center for Health Policy Research, October 2018), https://www.chcf.org/wp-content/

	
uploads/2018/10/ACAReducesDisparities.pdf. 

8  See pages 7-8 in Lucia, 2019. 

9  Actual decreases would vary based on consumer income and plan selection. This is the average benefit 
to projected enrollees, both those enrolled in the individual market under both scenarios, and the benefit to new
enrollees compared to what they would have paid had they been enrolled in the same individual market plan
under the status quo. 

10  Additional cost-sharing-reduction subsidies would make the benchmark plan Gold (rather than Silver 
for the population under 400% FPL). More than 90% of Californians with a fully-insured employer-sponsored
insurance plan have a Gold plan or better. California Department of Managed Health Care, “Public Meeting on
Large Group Aggregate Rates and Prescription Drug Costs,” (March 12, 2019), https://www.dmhc.ca.gov/Portals/0/
Docs/DO/SB546SB17publicmeetingpresentation.pdf. 

11  Covered California, 2019. 

12  Most would be ineligible for subsidies because their premium costs for a benchmark plan fall below the 
threshold to get subsidies. Others may be ineligible for subsidies because they have another offer of coverage, or
because they are undocumented. 

13  Dietz et al., 2018. 

14  Massachusetts, New Jersey, Vermont, and Washington DC have a state-level individual mandate penalty; 
Massachusetts and Vermont offer additional premium and cost sharing subsidies to lower-income individual 
market enrollees. 

15  Covered California, “Covered California Releases 2019 Individual Market Rates: Average Rate Change 
Will Be 8.7 Percent, With Federal Policies Raising Costs,” July 19, 2018, https://www.coveredca.com/newsroom/
news-releases/2018/07/19/Covered-California-Releases-2019-Individual-Market-Rates-Average-Rate-Change-
Will-Be-8-7-Percent-With-Federal-Policies-Raising-Costs/. 

16  Ninez A. Ponce, Laurel Lucia, and Tia Shimada, “Proposed Changes to Immigration Rules Would Cost 
California Jobs, Harm Public Health” (UCLA Center for Health Policy Research, UC Berkeley Labor Center, and 
California Food Policy Advocates, December 2018), https://healthpolicy.ucla.edu/publications/search/pages/detail.
aspx?PubID=1789. 

17  See, for example, scenario 1 in Lucia, 2019. 
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Single-Payer Health Care: Rhetoric Versus Reality 
Meridian Paulton 

Abstract 
Some leading lawmakers are advocating single-payer health care, an 
approach that would abolish nearly all existing coverage arrangements 
and replace them with a single, government-run plan. Advocates argue 
that such a plan would be built on existing arrangements, make aver
age American families financially better off, and give everyone access 
to high-quality care. These claims are not accurate; there is a wide gap 
between the rhetoric and the reality. Policymakers should reject single-
payer policies, which impose a high cost on patients, and put medical 
coverage decisions in the hands of government bureaucrats. Leaders 
should support policies that reduce costs and empower consumers to 
make their own personal medical decisions. 

“Single-payer” health care is increasingly popular with some  
Members of Congress and the public at large.1 This should come  
as no surprise: proponents of a single-payer system in the United  
States make numerous claims about the benefits of such a system.  
Among them are: 

 	 ■	 Single-payer health care can effectively build on the Medicare pro
gram via a proposal called Medicare for All, 

 	 ■	 The average American family would be financially better off under  
Medicare for All, 

 	■   Single-payer health care would ensure that everyone has equal 
access to high-quality health care, and 

This paper, in its entirety, can be found at http://report.heritage.org/bg3404 

The Heritage Foundation 
214 Massachusetts Avenue, NE 
Washington, DC 20002 
(202) 546-4400 | heritage.org 

Nothing written here is to be construed as necessarily reflecting the views of The Heritage 
Foundation or as an attempt to aid or hinder the passage of any bill before Congress. 

Key Points
■  Single-payer health care propos

als would replace nearly all other 
forms of health coverage with a 
single, government-run health 
care program. 

■  Under a single-payer plan, pri
vate insurance options, as well 
as the legacy Medicare program, 
would be replaced by the new 
government plan, and there 
would be no private option. 

■  Government-controlled health 
care, according to its advocates, 
would be less expensive for 
working families. The truth is that 
under single-payer programs, 
health costs to working families 
will rise, and access will fall. 

■  While advocates argue that gov-
ernment-controlled health care 
would increase access to health 
care, international experience 
with it suggests that it would 
lead to increased wait times and 
denied care. 

■  Rather than give government 
more control over health care, 
policymakers should lower 
costs and increase access by 
giving control to individuals 
and families. 

http://heritage.org
http://report.heritage.org/bg3404
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 	 ■	 Single-payer health care would save money by 
eliminating the administrative costs generated 
by private health insurance. 

These claims are not accurate. Based on an analy
sis of the proposal by Senator Bernie Sanders (i–VT), 
and the actual experience of similar systems in Great 
Britain and Canada, there is a gap between the rheto
ric and the reality. policymakers should reject single-
payer policies, which impose a high cost on patients 
and put medical coverage decisions in the hands of 
government bureaucrats. leaders should support 
policies that reduce costs and empower consumers 
to make their own personal medical decisions. 

Rhetoric: “Medicare for All” Builds 
on the Medicare Program. 

We need to build on the strength of the 50 years of  
success of the Medicare program.2 

—Friends of Bernie Sanders 

Advocates point to the Medicare program as  
the foundation for their plan and claim their plan  
would  add new  benefits for  seniors.  They make use  
of the program’s enormous popularity, not only with 
seniors, but with the public; they claim that it pro
vides guaranteed benefits, financial security, and  
broad access to care.3 

Reality: Medicare for All Would 
Abolish Medicare as We Know It. 

Under congressional proposals, Medicare itself 
would be replaced by the new government program. 
Almost 58 million seniors and disabled Ameri
cans would be displaced from their current Medi
care plan and placed in a new government-run 
health care program. 

Medicare “as we know it” includes a legacy pro
gram that provides coverage for hospital services, 
physician and outpatient services, and optional cov
erage for prescription drugs. Seniors and certain dis
abled citizens who choose the legacy program can 
also purchase and enroll in supplemental coverage 
(Medigap) to fill in coverage gaps in legacy Medicare. 
Alternatively, seniors can forgo the legacy program 
and select an alternative, private coverage insur
ance option, which integrates these services. Under 
the House and Senate “single-payer” bills, those pri
vate options, as well as the legacy Medicare program, 
would be replaced by the new government plan, and 
there would be no private insurance option. 

Rhetoric: The Average American 
Family Would Be Financially Better 
Off Under Medicare for All. 

Under Medicare for All the average American family 
will be much better off financially than under the current 
system, because you will no longer be writing checks to 
private insurance companies.… While, depending on 
your income, your taxes may go up to pay for this pub
licly funded program, that expense will be more than 
offset by the money you are saving by the elimination 
of private insurance costs.4 

—Senator Bernie Sanders 

Government-controlled health care, according to its  
advocates, would be less expensive for working fami
lies. Diane Archer, founder of the Medicare  rights Cen
ter, writes, “Under Medicare for All, the typical family  
will see higher wages and lower expenses and spend  
much less on health care than it does today.”5 While  
single-payer advocates acknowledge that federal taxes  
would increase, they also believe that the overall cost  
to the consumer would be less with the elimination of  

1.	 For an explanation of “single-payer” health care, see Meridian Paulton, “What Is ‘Single-Payer’ Health Care?” Heritage Foundation Issue Brief 
No. 4924, November 29, 2018, https://www.heritage.org/health-care-reform/report/what-single-payer-health-care. 

2.	 Friends of Bernie Sanders, “Medicare for All: Leaving No One Behind,” https://live-berniesanders-com.pantheonsite.io/issues/medicare-for
all/ (accessed September 13, 2018). 

3. Medicare’s broad popularity is detailed in this poll: Mira Norton, Bianaca DiJulio, and Mollyann Brodie, “Medicare and Medicaid at 50,” 
Henry J. Kaiser Family Foundation, July 17, 2015, https://www.kff.org/medicaid/poll-finding/medicare-and-medicaid-at-50/ (accessed 
December 7, 2018). 

4.	 Bernie Sanders as quoted by Shelby Livingston, “Sanders Unveils Single-Payer Healthcare Bill,” Modern Healthcare, September 13, 2017, http:// 
www.modernhealthcare.com/article/20170913/NEWS/170919952 (accessed April 24, 2019). 

5. Diane Archer, “Yes, Medicare for All Is Expensive. That’s Not the Point,” The Washington Post, August 1, 2018, https://www.washingtonpost. 
com/opinions/yes-medicare-for-all-is-expensive-thats-not-the-point/2018/08/01/0b4a0708-95a8-11e8-80e1-00e80e1fdf43_story. 
html?utm_term=.21600a6f66b6 (accessed October 29, 2018). 

https://www.washingtonpost
www.modernhealthcare.com/article/20170913/NEWS/170919952
https://www.kff.org/medicaid/poll-finding/medicare-and-medicaid-at-50/
https://live-berniesanders-com.pantheonsite.io/issues/medicare-for-all/
https://www.heritage.org/health-care-reform/report/what-single-payer-health-care
https://live-berniesanders-com.pantheonsite.io/issues/medicare-for-all/
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premiums and with the additional savings generated  
from a combination of consolidated administrative  
costs, reduced provider reimbursements, and superior  
government cost control.6 

Reality: The Sanders Medicare 

for All Proposal Would Cost 

Most Americans More.
 


Economist Kenneth Thorpe of Emory University  
estimates the 10-year cost of Senator Sanders’ plan at  
$24.7 trillion, and finds that Sanders’ suggested rev
enue plan would be insufficient to cover the actual  
cost of the program.7 Thorpe estimates that covering  
the full cost of the program would require combined  
new payroll and income taxes of 20 percent, as well as  

“tax increases on capital gains, increased marginal tax  
rates, the estate tax and eliminating tax expenditures.”8 

in his analysis of the tax provisions, Thorpe esti
mates that if the Sanders plan were fully funded, almost  
71 percent of working households would pay more for  
health care than they do today. Thorpe estimates that  
85 percent of working Medicaid households would pay  
more under the Sanders plan than they do today, as  
would 66 percent of the working Medicare population,  
65 percent of young adult workers, and 57 percent of  
workers in firms with fewer than 50 employees.9 

Rhetoric: Single-Payer Health Care 
Would Ensure that Everyone Has Equal 
Access to High-Quality Health Care, 

A single-payer system will ensure that everyone has 
access to a single tier of high-quality care, based on  
medical need, not ability to pay.10

 —physicians for a National Health program 

Advocates argue that single-payer health care 
would replace the patchwork system of public and 
private coverage that exists today with guaranteed, 
universal coverage so that everyone would have a 
basic level of health care. 

Reality: In Government-Controlled 
Health Care, Universal Health 
Coverage Is Not the Same as 
Universal Access to Care. 

Coverage is not the same as care. The British  
National Health Service (NHS) and Canadian health  
systems (both single-payer systems) ration health  
care, creating access problems for patients. 

Waiting lists are a significant problem in the Cana
dian system. in 2017, Canadians were on waiting lists  
for an estimated 1,040,791 procedures.11  physicians  
reported that only about 11.5 percent of patients  

“were on a waiting list because they requested a delay 
or postponement.”12 Often, wait times are lengthy. For  
example, the median wait time in Canada for arthro
plastic surgery (hip, knee, ankle, shoulder) ranges  
from 20 weeks to 52 weeks.13 

By contrast, the U.S. far outperforms other devel
oped countries in wait times. One 2018 survey of 11  
developed countries found that in the United States,  
only 6 percent of patients waited two months or  
longer to see a specialist.14  in Canada, 39 percent of  
patients had to wait that long, and in the U.K., 19 per
cent experienced the same wait time. 

in the British NHS, cancelations are common. in 
2017, the NHS canceled 84,827 elective operations (in  
England alone) for non-clinical reasons on the very  
day the patient was due to arrive.15 The same year, 

6.		 Friends of Bernie Sanders, “Medicare for All: Leaving No One Behind.” 

7.	 	 A shortfall of about $1.1 trillion per year. See Kenneth E. Thorpe, “An Analysis of Senator Sanders [sic] Single Payer Plan,” Emory University, January 27,  
2017, https://www.scribd.com/doc/296831690/Kenneth-Thorpe-s-analysis-ofBernie-Sanders-s-single-payer-proposal (accessed October 10, 2017). 

8.		 Kenneth E. Thorpe, “An Analysis of Senator Sanders [sic] Single Payer Plan.” 

9.	 	 Ibid., p. 5, Table 3. Note: Figures are based on Sanders’ 2016 plan. 

10.	 	 Physicians for a National Health Program, “Single Payer FAQ,” http://www.pnhp.org/facts/single-payer-faq (accessed April 24, 2019). 

11.		 Bacchus Barua, “Waiting Your Turn: Wait Times for Health Care in Canada,” The Fraser Institute, 2017, https://www.fraserinstitute.org/sites/ 
default/files/waiting-your-turn-2017.pdf (accessed August 19, 2018). 

12.		 Ibid. 

13.		 Ibid. 

14.	 	 Irene Papanicolas, Liana R. Woskie, and Ashish Jha, “Health Care Spending in the United States and Other High-Income Countries,” Journal of 
the American Medical Association, Vol. 319, No. 10 (2018), pp. 1024–1039. 

15.	 	 Carl Baker, “NHS Key Statistics: England, May 2018,” House of Commons Library, May 21, 2018, http://researchbriefings.files.parliament.uk/ 
documents/CBP-7281/CBP-7281.pdf (accessed August 20, 2018). 

http://researchbriefings.files.parliament.uk/documents/CBP-7281/CBP-7281.pdf
https://www.fraserinstitute.org/sites/default/files/waiting-your-turn-2017.pdf
http://www.pnhp.org/facts/single-payer-faq
https://www.scribd.com/doc/296831690/Kenneth-Thorpe-s-analysis-ofBernie-Sanders-s-single-payer-proposal
https://www.fraserinstitute.org/sites/default/files/waiting-your-turn-2017.pdf
http://researchbriefings.files.parliament.uk/documents/CBP-7281/CBP-7281.pdf
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the NHS canceled 3,845 urgent operations in Eng
land.16 Episodes of frequent illness tend to aggravate 
this  problem. During the  2018 flu  season,  for exam
ple, the NHS canceled 50,000 “non-urgent” surger
ies in England.17 

in the aforementioned study of 11 developed coun
tries, researchers noted that “the United States had  
among the highest breast cancer screening rates and 
the lowest 30-day mortality rates for acute myocar
dial infection and stroke.”18 

in the United States, the Veterans Administra
tion (VA) health program and the indian Health Ser
vices (iHS), both government-run health care pro
grams, have a history of poor performance.19 With 
the VA, as many as 238,000 veterans may have died  
while they were waiting for care. in spite of these  
shocking revelations, the Sanders bill would pre
serve the VA program, along with the troubled indi
an Health Service.20 

Not only patients, but also doctors, would face a  
more difficult practice environment under a single-
payer program. Earlier this year, the British Medical 
Journal  published  a study  of  general  practitioners 
who have left practice or are planning to leave.21 The  
most commonly cited reasons were the lack of pro
fessional autonomy, administrative challenges,  and  
increasingly unmanageable workloads. 

Rhetoric: Single-Payer Health Care 
Would Save Money by Eliminating 
the Administrative Costs of 
Private Health Insurance. 

Such a single-payer system would address one of  
the major deficiencies in the current system: the huge  
amount of money wasted on billing and administration.22 

—Senator Bernie Sanders 

Senator Sanders and other single-payer propo
nents argue that the country as a whole would save  
money under a government-controlled health care  
system, in part because of savings generated from  
reduced administrative costs. They argue that admin
istrative costs (as a percentage of total costs) in Medi
care are smaller than in private insurance,23 and that  
therefore Medicare for All could squeeze out addi
tional administrative costs through consolidating  
and centralizing administration at the federal level.24 

Reality: Administrative Savings 
Would Likely Be Small, and 
Administrative Costs Would Shift 
to Health Care Providers. 

Comparing Medicare and private sector-admin
istrative costs (administrative costs versus benefit 
expenditures) is not as simple as it may seem. Medi

16.		 Ibid. 

17.	 	 Laura Donnelly and Henry Bodkin, “NHS Hospitals Ordered to Cancel All Routine Operations in January as Flu Spike and Bed Shortages Lead 
to A&E Crisis,” The Telegraph, January 3, 2018, https://www.telegraph.co.uk/news/2018/01/02/nhs-hospitals-ordered-cancel-routine
operations-january/ (accessed August 20, 2018). 

18.		 Irene Papanicolas, Liana R. Woskie, and Ashish Jha, “Health Care Spending in the United States and Other High-Income Countries,” Journal of 
the American Medical Association, Vol. 319, No. 10 (2018), pp. 1024–1039. 

19.	 	 John S. O’Shea, “Reforming Veterans Health Care: Now and for the Future,” Heritage Foundation Issue Brief No. 4585, June 24, 2016, https:// 
www.heritage.org/health-care-reform/report/reforming-veterans-health-care-now-and-the-future. 

20.	  	 For a discussion of problems in the Indian Health Service, see Government Accountability Office, “Indian Health Service: Actions Needed 
to Improve Oversight of Quality of Care,” Report to Congress, January 9, 2017, https://www.gao.gov/products/GAO-17-18 (accessed 
October 24, 2017). 

21.	 	 Anna Sansom et al., “Why Do GPs Leave Direct Patient Care and What Might Help to Retain Them? A Qualitative Study of GPs in South West 
England,” British Medical Journal, Vol. 8, No. 1 (2017), https://bmjopen.bmj.com/content/8/1/e019849 (accessed September 18, 2018). 

22.	 	 Senator Bernie Sanders, “Health Care for All,” The Huffington Post, December 1, 2013, https://www.huffingtonpost.com/rep-bernie-sanders/ 
a-single-payer-system-lik_b_4021534.html (accessed April 24, 2019). 

23.		 Glenn Kessler, “Medicare, Private Insurance and Administrative Costs: A Democratic Talking Point,” The Washington Post, September 19, 2017, 
https://www.washingtonpost.com/news/fact-checker/wp/2017/09/19/medicare-private-insurance-and-administrative-costs-a-democratic
talking-point/?utm_term=.2c1fc1f66069 (accessed September 13, 2018). 

24.	 	 Ed Weisbart, “A Single-Payer System Would Reduce U.S. Health Care Costs,” AMA Journal of Ethics, November 2012, https://journalofethics. 
ama-assn.org/article/single-payer-system-would-reduce-us-health-care-costs/2012-11 (accessed September 13, 2018). See also Daniel 
Marans, “Insurance Companies Just Accidentally Made the Case for Medicare for All,” The Huffington Post, March 9, 2017, https://www. 
huffpost.com/entry/insurance-companies-medicare-for-all_n_58c1b1fae4b054a0ea690dc8 (accessed April 24, 2019). 

https://www.huffpost.com/entry/insurance-companies-medicare-for-all_n_58c1b1fae4b054a0ea690dc8
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https://www.telegraph.co.uk/news/2018/01/02/nhs-hospitals-ordered-cancel-routine-operations-january/
https://www.telegraph.co.uk/news/2018/01/02/nhs-hospitals-ordered-cancel-routine-operations-january/
www.heritage.org/health-care-reform/report/reforming-veterans-health-care-now-and-the-future
https://www.huffingtonpost.com/rep-bernie-sanders/a-single-payer-system-lik_b_4021534.html
https://www.washingtonpost.com/news/fact-checker/wp/2017/09/19/medicare-private-insurance-and-administrative-costs-a-democratic-talking-point/?utm_term=.2c1fc1f66069
https://www.huffpost.com/entry/insurance-companies-medicare-for-all_n_58c1b1fae4b054a0ea690dc8
https://journalofethics.ama-assn.org/article/single-payer-system-would-reduce-us-health-care-costs/2012-11
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care’s administrative costs routinely appear low,  
but that is only because Medicare incurs such high  
claims costs that the administrative costs look low  
by comparison. For example, a 2009 study by former 
Heritage Foundation research Fellow robert Book  
found that Medicare’s administrative costs were  
somewhere between 3 percent and 8 percent of total 
costs, depending on whether calculations included  
costs incurred by non-Medicare agencies (such as the  
irS).25  in contrast, administrative costs in employer-
sponsored insurance were between 14 percent and 22  
percent.26 Thus, on the surface it looked like Medicare  
was more efficient than employer-sponsored insur
ance by a wide margin. 

The truth is the opposite. in 2005, according to  
the same study, Medicare’s administrative costs were  
$509 per primary beneficiary, whereas private plans’ 
administrative costs were $453 per beneficiary.27  
This is because employer-sponsored insurance costs 
less on a per capita basis than Medicare. Medicare’s  
claims costs are high because its population consists 
of the elderly and disabled—populations with high  
claims costs. When Medicare’s administrative costs 
are compared to claims costs, the administrative  
costs appear low. Conversely, employer-sponsored  
insurance covers a wider range of people, includ
ing those with much lower claims costs. Thus, when 
Medicare’s per capita administrative costs are com
pared to per capita claims costs, the administrative  
costs appear high. 

Finally, not all administrative costs are bad. 
Fighting fraud is an important use of funds. Fraud 

is rampant in government-run health programs. As  
Charles Blahous of the Mercatus Center noted, “The 
Government Accountability Office found approxi
mately $96 billion in improper Medicare and Med
icaid payments in 2016, by itself more than twice the 
total government expenditures on health insurance 
administration.”28 

A Better Alternative 
it is not surprising that Americans are looking  

for  a  solution:  America’s  health  care problems—ris
ing  costs  and  gaps  in  coverage  and  quality—persist,  
despite the enactment of the Affordable Care Act of  
2010 (Obamacare). Naturally, most Americans are  
frustrated. According to a major 2017 Gallup poll,29  
71 percent of respondents described American  
health care as “in a state of crisis” or burdened with  

“major problems.” 
Obamacare dramatically expanded the num

ber of Americans enrolled in Medicaid (an under-
performing welfare program) but failed to improve  
the functioning of the individual and small group  
markets—the central target of its federal regulato
ry regime.  low-income persons received generous  
taxpayer subsidies, sheltering them at least some
what from  the cost  increases.  Circumstances wors
ened for the millions of middle-class Americans in  
the nation’s individual  markets.30  Between 2013 and 
2017, health insurance premiums more than doubled  
for those enrolled in Obamacare exchanges.31 Health  
insurance market competition and choice declined  
in many American counties. For 2019, 35.3 percent  

25.	 	 Robert A. Book, “Medicare Administrative Costs Are Higher, Not Lower, Than Private for Insurance,” Heritage Foundation WebMemo 
No. 2505, June 25, 2009, https://www.heritage.org/health-care-reform/report/medicare-administrative-costs-are-higher-not-lower
private-insurance. 

26.	 	 Ibid. 

27.	 	 Robert A. Book, “Measuring the Burden of Administrative Costs,” testimony of Robert A. Book, PhD, Healthcare and Economics Expert, 
Advisor to the American Action Forum, Senior Research Director, Libris Research, LLC, before the Committee on Health, Education, Labor and 
Pensions, U.S. Senate, July 31, 2018, https://www.help.senate.gov/imo/media/doc/Book.pdf (accessed April 24, 2019). 

28.		 Charles Blahous, “The Costs of a National Single-Payer Healthcare System,” Mercatus Center at George Mason University, July 2018, https:// 
www.mercatus.org/system/files/blahous-costs-medicare-mercatus-working-paper-v1_1.pdf (accessed August 20, 2018). 

29.	 	 Gallup, “Americans Still Hold Dim View of U.S. Healthcare System,” December 11, 2017, https://news.gallup.com/poll/223403/americans
hold-dim-view-healthcare-system.aspx?g_source=link_newsv9&g_campaign=item_226607&g_medium=copy (accessed September 6, 2018). 

30.	  	 “17 million” from NAIC data, accessed through Mark Farrah Associates subscription data service, http://www.markfarrah.com (accessed 
August 16, 2018). 

31.	 	 U.S. Department of Health and Human Services, Office of the Assistant Secretary for Planning and Evaluation, “Individual Market Premium 
Changes: 2013–2017,” May 23, 2017, https://aspe.hhs.gov/system/files/pdf/256751/IndividualMarketPremiumChanges.pdf (accessed 
February 20, 2018). 

https://aspe.hhs.gov/system/files/pdf/256751/IndividualMarketPremiumChanges.pdf
http:http://www.markfarrah.com
https://news.gallup.com/poll/223403/americanshold-dim-view-healthcare-system.aspx?g_source=link_newsv9&g_campaign=item_226607&g_medium=copy
https://www.mercatus.org/system/files/blahous-costs-medicare-mercatus-working-paper-v1_1.pdf
https://www.help.senate.gov/imo/media/doc/Book.pdf
https://www.heritage.org/health-care-reform/report/medicare-administrative-costs-are-higher-not-lower-private-insurance
https://www.heritage.org/health-care-reform/report/medicare-administrative-costs-are-higher-not-lower-private-insurance
https://www.mercatus.org/system/files/blahous-costs-medicare-mercatus-working-paper-v1_1.pdf
https://news.gallup.com/poll/223403/americanshold-dim-view-healthcare-system.aspx?g_source=link_newsv9&g_campaign=item_226607&g_medium=copy
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of American counties have only one insurer offering 
coverage on the Obamacare exchange—a higher per
centage than in any year prior to 2017, when one-third  
of U.S. counties faced this challenge.32 

Some policymakers see these trends and think  
that the only answer is to expand drastically govern
ment control over American health care. According  
to Senator Sanders, “The only long-term solution to  
America’s health care crisis is a single-payer national  
health care program.”33 

A different course is needed. Though government  
laws, regulations, and policies—including Obamacare— 
contributed to breaking the private market’s rising  
premium costs and reduced health plan choices, the  
right answer is not to abolish markets, impose unprec
edented tax increases and public debt, and eliminate  
personal choices. Government-controlled health care  
would outlaw most Americans’ current insurance  
arrangements, cost even more than coverage does  
today for most Americans, and undercut personal  
choice while threatening access to high quality care. 

Congress should renew the effort to create a  
patient-centered, consumer-driven health care  
reform for the nation by pursuing policies that  
improve patient choice and spur innovation in  
care delivery—resulting in higher quality care and  
patient satisfaction.34 

—Meridian Paulton is Research Assistant 
in Domestic Policy Studies, of the Institute for 
Family, Community, and Opportunity, at The 
Heritage Foundation. 

32.	 	 Edmund F. Haislmaier, “2018 Obamacare Health Insurance Exchanges: Competition and Choice Continue to Shrink,” Heritage Foundation 
Issue Brief No. 4813, January 25, 2018, https://www.heritage.org/sites/default/files/2018-01/IB4813_1.pdf. For 2019 data, see Centers 
for Medicare and Medicaid Services, “Final 2019 County Coverage Map,” https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health
Insurance-Marketplaces/Downloads/Final-2019-County-Coverage-Map.pdf (accessed April 18, 2019). 

33.		 Sanders, “Health Care for All.” 

34.	 	 For a good place to start, see Health Policy Consensus Group, “The Health Care Choices Proposal: Policy Recommendations to Congress,” 
June 19, 2018, https://www.healthcarereform2018.org/wp-content/uploads/2018/06/Proposal-06-19-18.pdf (accessed September 18, 2018). 
A recent analysis from the Center for Health and Economy, a Washington-based think tank, estimated that if such a proposal were enacted, 
health insurance premiums in the individual markets would fall by 15 percent to 32 percent. For a discussion of additional reforms that could 
drive competition, see U.S. Department of Health and Human Services, “Reforming America’s Healthcare System Through Choice and 
Competition,” 2018, https://www.hhs.gov/sites/default/files/Reforming-Americas-Healthcare-System-Through-Choice-and-Competition.pdf 
(accessed April 24, 2019). 

https://www.hhs.gov/sites/default/files/Reforming-Americas-Healthcare-System-Through-Choice-and-Competition.pdf
https://www.healthcarereform2018.org/wp-content/uploads/2018/06/Proposal-06-19-18.pdf
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/Downloads/Final-2019-County-Coverage-Map.pdf
https://www.heritage.org/sites/default/files/2018-01/IB4813_1.pdf
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/Downloads/Final-2019-County-Coverage-Map.pdf
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Public Opinion on Health Care Policy 
Elizabeth Fender and Marie Fishpaw 

Health care remains a top priority for Amer
icans (69 percent of U.S. voters),1 who are  
concerned about cost, access2 and choice.3 

Many current health care proposals shift con
trol and decision-making to the government—and 
do not provide what Americans want. 

■ 	 	 A majority of Americans oppose a plan that would,  
under a Medicare for All health care system, decrease  
access, increase costs, and decrease choices by:4 

o	  	 Creating “[l]onger wait times to receive health 
care treatment” (82 percent) 

o	  	 imposing “[m]andatory waiting periods for care” 
(79 percent) 

o	  	 providing “[f]ewer options for health care pro-
viders…and treatments” (76 percent) 

o		 “Elimin[ating] Medicare” (75 percent) 
o		 “increasing taxes” (69 percent) 
o	  	 “Elimin[ating] Medicaid” (68 percent) 
o	  	 “Elimin[ating] private insurance” (62 percent) 

Public opinion is in flux, and malleable based 
on how the debate is framed. 

■	 According to pollster Dr. Whit Ayres, founder and 
president of the North Star Opinion research 
Corporation: “The numbers that you are going 
to see…are not in any way cut in stone. They are 
just a starting point for talking about health care, 
and they will move all over the place depending on 
which side is more persuasive in getting its points 
across. … [if those] in Congress leave the field with
out concrete health policy alternatives, forfeiting 

that game only hands victory to those who are  
campaigning for a single-payer plan.”5 

Americans support plans that lower costs,  
give them access to high quality of care, and put 
them in the driver’s seat.6 Americans agree: 

■		   America’s health care system should be the best in  
the world. it should offer lower costs and higher-
quality care than it does today. (97 percent) 

■	 	  Health  care  policy  should  empower  people—not  
government bureaucrats or insurance companies— 
to make decisions for their themselves and their  
own families. (94 percent) 

Almost all Americans are likely to support a 
health care plan that increases access, lowers 
costs, and improves choice. They want a plan 
that will: 

■	 “Encourage health care innovations and options” 
(96 percent) 

■	 “Use proven tools to help people with pre-existing 
conditions get care without raising costs for other 
Americans” (96 percent) 

■	 “lower health insurance premiums for individuals 
by as much as 32 percent” (94 percent) 

■	 “Allow more people access to personalized private 
coverage over government-run health programs 
like Medicare” (85 percent) 

The Heritage Foundation 
214 Massachusetts Avenue, NE 
Washington, DC 20002 
(202) 546-4400 | heritage.org 

Nothing written here is to be construed as necessarily reflecting the views 
of The Heritage Foundation or as an attempt to aid or hinder the passage  
of any bill before Congress. 

http://heritage.org
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Health Care Should Empower Patients and 
Ensure Access to Quality and Choice 
A healthy America is a strong America. Our 
health care system should be the best in the 
world. It should offer more personal choice, more 
access to doctors, lower costs, higherquality 
care, protections for people with preexisting 
conditions, and open avenues for innovation. 

97% AGREE  

Health care plans should remove health care 
decisionmaking from Washington, D.C., bureaucrats 
and insurance company executives and give it to the 
states, small businesses, nonprofits, and families. 

84% AGREE  

Health care policy should empower 
people—not government bureaucrats or 
insurance companies—to make the best 
decisions for their families. 

94% AGREE  

Americans should have more choices for their 
health care. 

91% AGREE  

Patients—not bureaucrats—should choose how 
health care is provided. 

90% AGREE  

Likelihood of Supporting Plan Proposals  
Use proven tools to help people with 
preexisting conditions get care without raising 
costs for other Americans. 

TOTAL LIKELY: 96% 

66% VERY 30% SOMEWHAT 

Encourage health care innovations and options. 

TOTAL LIKELY: 96% 

58% VERY 38% SOMEWHAT 

Lower health insurance premiums for 
individuals purchasing insurance on their own 
by as much as 32 percent. 

TOTAL LIKELY: 94% 

58% VERY 36% SOMEWHAT 

Allow more people to choose personalized 
private coverage over governmentrun health 
programs like Medicaid. 

TOTAL LIKELY: 85% 

48% VERY 37% SOMEWHAT 

SOURCE: Survey conducted March 1, 2019, among 1,344 respondents with a margin of error of ±3.1%. heritage.org 

Endnotes 
1. Pew Research Center, “Public’s 2019 Priorities: Economy, Health Care. Education and Security All Near Top of List,” January 24, 2019, https://www. 

people-press.org/2019/01/24/publics-2019-priorities-economy-health-care-education-and-security-all-near-top-of-list/ (accessed April 11, 2019). 

2. “Healthcare System,” Gallup, https://news.gallup.com/poll/4708/healthcare-system.aspx (accessed April 18, 2019). 

3. By comparison, access and cost rank as 25% and 22%, respectively. 

4. Morning Consult and Politico, “National Tracking Poll No. 181238,” December 18–19, 2018, https://www.uschamber.com/sites/default/files/ 
singlepayer_results_mc.pdf (accessed April 11, 2019). 

5. Robert E. Moffit, Christopher Pope, and Whit Ayers, “The National Debate Over Government-Controlled Health Care,” Heritage Foundation 
Lecture No. 1305, February 19, 2019, pp. 8–12, https://www.heritage.org/sites/default/files/2019-02/HL1305.pdf. 

6. All remaining results based on an online survey using a national representative sample of 1,344 U.S. voters conducted March 1, 2019, with a 
margin of error of ±3.1 percent. 

2 
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https://news.gallup.com/poll/4708/healthcare-system.aspx
https://www.people-press.org/2019/01/24/publics-2019-priorities-economy-health-care-education-and-security-all-near-top-of-list/
http://heritage.org
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Health Proposals in President’s 2020 Budget Would 
Reduce Health Insurance Coverage and Access to Care 

By Hannah Katch, Tara Straw, Jessica Schubel, Matt Broaddus, and Shelby Gonzales1  

The health policies in the President’s fiscal year 2020  budget are a continuation of the  
Administration’s pursuit of deep cuts to core  health care  programs over t he past  two  years.2  While  
the President  is promising to enact  health care legislation t hat would lower costs while protecting 
people with pre-existing conditions, his budget reaffirms his support for an Affordable  Care  Act 
(ACA)  repeal plan t hat would cause millions of people to lose coverage, increase health care costs 
for millions more, end nationwide protections for people with pre-existing conditions, and cut  
Medicaid de eply. The budget also inc ludes proposals de signed to make it harder for low- and 
moderate-income people to enroll in or maintain Medicaid coverage  — inc luding t aking Medicaid 
coverage away from people  nationwide  who don’t meet a work requirement  —  and  proposals to cut  
premium tax credits and make  it more difficult for people to maintain coverage in the ACA 
marketplaces. In t otal, the  budget cuts Medicaid and ACA financial assistance  by $777  billion over 
ten  years, with the cuts growing steeply over time.  

Repealing the Affordable Care Act and Overhauling Medicaid 
The budget  calls on Congress to enact legislation “modeled closely after” t he ACA repeal-and-

replace bill from Se nators Bill Cassidy  and Lindsey  Graham, and t hen to cut coverage programs by  
hundreds of billions be  low the levels specified in that legislation ove r ten years.3  (See Figure 1.)  
Specifically:  

• The budget would eliminate the ACA’s Medicaid expansion, which has extended
coverage to almost 13 million low-income adults, as well as its marketplace subsidies,

1  Aviva  Aron-Dine,  Anna  Bailey,  Peggy  Bailey,  Jesse Cross-Call, Judith Solomon, and Paul Van de Water  also  
contributed to this  paper.  
2  “A  Budget  for  A  Better  America,” https://www.whitehouse.gov/wp-content/uploads/2019/03/budget-fy2020.pdf, 
and “ FY  2020  President’s  Budget  for  HHS,”  https://www.hhs.gov/sites/default/files/fy-2020-budget-in-brief.pdf.  
3  For  a  discussion  of  the  Cassidy-Graham legislation,  see  Jacob  Leibenluft,  Aviva  Aron-Dine,  and  Edwin  Park,  “Revised  
Version of Cassidy-Graham Proposal  Is  More  of  the  Same,”  Center  on  Budget  and  Policy  Priorities,  September  25,  
2017,  https://www.cbpp.org/research/health/revised-version-of-cassidy-graham-proposal-is-more-of-the-same.  

1 

https://www.cbpp.org/research/health/revised-version-of-cassidy-graham-proposal-is-more-of-the-same
https://www.hhs.gov/sites/default/files/fy-2020-budget-in-brief.pdf
https://www.whitehouse.gov/wp-content/uploads/2019/03/budget-fy2020.pdf
http://www.cbpp.org
mailto:center@cbpp.org


 
 

 
  

 

 

 
 

  
 

 
 

 

  
   

 

 

 
 

                                                

 

 

 

 

which help about 9 million people afford coverag e. The budget wipes out these programs 
and demands that states come up with alternatives. The result, according to the Congressional 
Budget  Office (CBO), state insurance commissioners, and state Medicaid directors, would be  
massive disruption, given the scope of work, unrealistic timeline, and insufficient resources.4   

• The budget would replace the ACA’s major coverage expansions with a vastly 
inadequate block grant. After an initial increase, block grant funding levels would ultimately 
fall far below current-law funding for coverage programs, since the block grant would grow 
only with general inflation, with no adjustment for population growth or health care costs. 
Block grant funding also would not adjust from year to year for unexpected costs, leaving 
states on the hook for any and all such costs from recessions, natural disasters, public health 
emergencies, or prescription drug price spikes, making it even harder for states to use these 
funds to even partially replace ACA coverage programs. 

In analyzing the Cassidy-Graham legislation, CBO concluded that its block grant would not  
enable states to establish coverage programs comparable to those  in place under current law. 
Instead, states that did not expand Medicaid would use block grant funds in part to supplant  
state funding for existing programs, while Medicaid expansion states would struggle to 
maintain coverage for low-income adults and would generally not be able to replace the ACA 
subsidies that make marketplace coverage affordable for moderate-income consumers.5  The 
block grant in the President’s budget provides hundreds of billions  less  in funding than the  
proposal CBO analyzed.  

• The budget also would convert the rest of the Medicaid program, which covers 
seniors, people with disabilities, children, and pregnant women, to a per capita cap, 
limiting the amount of federal funding for each person enrolled in Medicaid regardless 
of need. The per capita cap amounts would increase only with general inflation, falling further 
and further below the cost of providing health care to vulnerable populations. 

• The Cassidy-Graham bill the budget endorses also gives states broad authority to 
eliminate or weaken many of the ACA’s protections for people with pre-existing 
conditions. Depending on how they used block grant dollars, states could permit insurers to 
charge higher premiums for people with pre-existing conditions or exclude key benefits from 
coverage for all individual market plans. As the CBO wrote in its preliminary analysis of the 
Cassidy-Graham plan, because the proposal would create such extreme disruption in 
insurance markets, states would face intense pressure to try to stabilize their markets by 
weakening these protections. 

The budget claims to protect people with pre-existing conditions by requiring states to 
dedicate 10 percent of block grant funding to “high-cost” individuals. But virtually any use of 

4  See “Preliminary Analysis  of  Legislation That  Would Replace Subsidies  for  Health Care with Block Grants,” 
Congressional  Budget  Office,  September  2017,  https://www.cbo.gov/system/files/115th-congress-2017-
2018/costestimate/53126-health.pdf; letter from current and former state insurance commissioners, September  25,  
2017,  http://www.insurance.ca.gov/0400-news/0100-press-releases/2017/upload/nr095-2017Cassidy-GrahamLtr.pdf; 
National  Association of  Medicaid Directors,  “NAMD St atement  on Graham-Cassidy,”  September  21,  2017,  
http://medicaiddirectors.org/wp-content/uploads/2017/09/NAMD-Statement-on-Graham-Cassidy9_21_17.pdf.  
5  “Preliminary Analysis  of  Legislation That  Would Replace Subsidies  for  Health Care with Block Grants,” Congressional  
Budget  Office,  September  2017,  https://www.cbo.gov/system/files/115th-congress-2017-2018/costestimate/53126-
health.pdf.  

2 
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block grant dollars would satisfy that requirement, simply because high-cost individuals 
account for most health care spending. Not hing in the budget prevents people with pre-
existing conditions from being priced out of health care coverage.    

These proposals would cause millions to  lose c overage and millions more to have  worse or less 
affordable coverage. Experts concluded that the Cassidy-Graham proposal for Medicaid and the  
ACA used as the framework for the budget would — in c ombination with t he already  enacted  repeal 
of the individual mandat e  — like ly lead to a total coverage loss of more than 20 million people, and 
the  budget’s proposed cuts to coverage are much deeper.6    

FIGURE 1 

Additional Proposals Would Cut Medicaid and Marketplace Financial 
Assistance 

ACA repeal and a Medicaid per capita cap are  unlikely to be  on the congressional agenda during  
2019. But the Administration has moved forward with administrative actions that advance some of 
the same goals on a smaller scale  — for e xample, Medicaid waivers t hat will make it harder for low-
income adults to obtain and maintain coverage and actions that discourage marketplace enrollment  
and make marketplace plans more expensive.7  Separate from its proposals to repeal the ACA, the  
budget puts forward a number of Medicaid and marketplace policies in that same spirit.  

6  Matthew Fiedler  and  Loren  Adler,  “How will  the  Graham-Cassidy  proposal  affect  the  number  of  people  with  health  
insurance coverage?” Brookings  Institution,  September  22,  2017,  https://www.brookings.edu/research/how-will-the-
graham-cassidy-proposal-affect-the-number-of-people-with-health-insurance-coverage/.  
7  See Center  on Budget  and Policy Priorities,  “Sabotage Watch:  Tracking Efforts  to Undermine the ACA,”  
https://www.cbpp.org/sabotage-watch-tracking-efforts-to-undermine-the-aca.  

3 
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https://www.brookings.edu/research/how-will-the-graham-cassidy-proposal-affect-the-number-of-people-with-health-insurance-coverage/
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Proposed Medicaid Cuts Would Further Undermine Access to Care 
Taking Medicaid Away From People Who Don’t Meet a Work Requirement 

Expanding on the Trump Administration’s unprecedented approval of state work requirement  
policies, the President’s budget proposes to t ake coverage away from adults nationwide if they don’t  
meet a work requirement. In Arkansas, the first state to implement such a policy, almost 1 in 4  
people subject to the work requirement lost their Medicaid coverage in the first seven months that it  
was in effect.8  

The Administration estimates that the proposal would cut federal Medicaid spending by $130 
billion over ten years. That would translate into about 1.7 million people losing Medicaid coverage  
starting in 2021, based on average federal Medicaid spending for an adult enrolled through the  
ACA’s Medicaid expansion. And the losses would likely be  even highe r: the Kaiser Family  
Foundation estimated that  imposing Medicaid work requirements nationwide would cause 1.4 
million to 4.0 million people to lose coverage, or between 6 and 17 percent of those subject to the  
work requirement.9  If coverage loss rates were as high as in Arkansas, the number losing coverage  
would be even greater.  

The vast majority of Medicaid beneficiaries are working or have significant barriers to work.10  
Taking coverage away from people who don’t meet a work requirement w ould cause  many low-
income adults to lose health coverage, including people who are working or can’t work due to 
mental illness, opioid or other substance use disorders, or serious chronic physical conditions, but  
who cannot overcome bureaucratic hurdles to document that they either meet work requirements or 
qualify for an exemption from them.  

Moreover, Medicaid is a work support: access to health care makes it easier for many people with 
chronic health conditions such as diabetes or opioid use  disorders to find work and keep their job. 
By proposing drastic cuts to Medicaid and taking coverage away from people who don’t meet a 
work requirement, the President’s budget would threaten access to care for millions of people and 
could make it harder for some  of them to work.11  

8  On  March  27,  2019,  a  district  court  vacated the D epartment of Health an d H uman S ervices’  (HHS)  approval  of  
Medicaid  waivers  in  Arkansas  and  Kentucky  that  included  work requirements. See also  Jennifer Wagner, “Commentary:  
As  Predicted, Arkansas’ Medicaid Waiver Is Taking C overage A way F rom  Eligible P eople,” C enter  on B udget and P olicy  
Priorities,  updated March  12,  2019,  https://www.cbpp.org/health/commentary-as-predicted-arkansas-medicaid-waiver-
is-taking-coverage-away-from-eligible-people.  
9  Rachel  Garfield,  Robin  Rudowitz,  and  MaryBeth  Musumeci,  “Implications  of  a  Medicaid  Work  Requirement:  National  
Estimates  of  Potential  Coverage Losses,” Kaiser Family Foundation, June 27, 2018, 
https://www.kff.org/medicaid/issue-brief/implications-of-a-medicaid-work-requirement-national-estimates-of-
potential-coverage-losses/.  
10  Hannah  Katch,  Jennifer  Wagner,  and  Aviva  Aron-Dine,  “Taking  Medicaid  Coverage  Away  From People  Not  Meeting  
Work  Requirements  Will  Reduce  Low-Income F amilies’  Access to C are an d W orsen H ealth O utcomes,” C enter  on  
Budget  and  Policy  Priorities,  August  13,  2018,  https://www.cbpp.org/research/health/taking-medicaid-coverage-away-
from-people-not-meeting-work-requirements-will-reduce.  
11  Ibid.   
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Increasing Red Tape for Medicaid Beneficiaries 

The President’s budget includes language indicating that the Administration intends to undertake 
rulemaking to allow states to more frequently assess Medicaid beneficiaries’ eligibility. It estimates 
nearly $50 billion over ten years in savings from the intended regulatory change, indicating that it 
anticipates large coverage losses. 

States are currently required to redetermine eligibility for most Medicaid beneficiaries at the end of 
a 12-month enrollment period. However, beneficiaries are required to report changes that may 
impact eligibility throughout the time they are covered under Medicaid, and states have the option to 
create systems and processes to check data sources periodically to see if beneficiaries remain eligible. 
If states find data that suggest consumers may no longer meet the eligibility requirements, they can 
request information from consumers and terminate coverage if they find a person no longer meets 
the eligibility requirements. 

The Administration provides no evidence to support modifying the current regulations related to 
the frequency of Medicaid eligibility assessments. States already have flexibility to re-determine  
eligibility frequently based on information available through trusted third-party databases that they  
regularly use to inform all eligibility  determinations, inc luding renewals. Rather than the current  
policy that targets a subset of beneficiaries based on a data match finding of potential ineligibility, 
the  proposal  mentioned in the President’s budget  would allow  the state  to  require  all be neficiaries 
complete an e ntire renewal process mid-enrollment year. Since renewals entail work for bot h the  
state staff and beneficiaries, requiring all beneficiaries to renew more than once yearly  would be  
burdensome and significantly increase the chance  that  a beneficiary w ould miss a st ep, resulting in 
loss of coverage despite remaining eligible. For example, when Washington State inc reased 
frequency  of renewals and created more  related paperwork requirements, children’s enrollment in 
coverage programs plummeted. It rebounded once the  state discontinued these burde nsome  
processes.12   

Requiring Documentation of Immigration Status  
Before Coverage Takes Effect  

Many lawfully present immigrants, as well as all undocumented immigrants, are ineligible for 
Medicaid based on their immigration status, and states are required to verify that applicants are 
either citizens or have an eligible immigration status as part of determining eligibility for the 
program. States have tools to verify the citizenship or immigration status of the vast majority of 
applicants very quickly using data matching with other government agencies, but in some cases the 
process takes longer. In these cases, current law requires states to issue Medicaid benefits to people 
who have attested under penalty of perjury that they are citizens or have an eligible immigration 
status and who meet other eligibility factors such as income. This policy helps avoid what could 
otherwise be long delays while people obtain the documents they need and the state Medicaid 
agency processes them. 

The budget proposes to eliminate this “reasonable opportunity” period and prohibit federal 
funding for Medicaid coverage until citizenship or immigration status has been verified. For some 

12  Laura  Summer  and  Cindy  Mann, “Instability o f Public H ealth In surance  Coverage for  Children and Their  Families:  
Causes,  Consequences,  and  Remedies,” Commonwealth Fund, June 2006, https://ccf.georgetown.edu/wp-
content/uploads/2012/03/Uninsured_instability_pub_health_ins_children.pdf      

5 

https://ccf.georgetown.edu/wp-content/uploads/2012/03/Uninsured_instability_pub_health_ins_children.pdf
https://ccf.georgetown.edu/wp-content/uploads/2012/03/Uninsured_instability_pub_health_ins_children.pdf


 
 

   
       

 

 
   

  
  

  
  

  

   

 
 

   
  

 
 

 
 
 

   
 

 

 

                                                

 

 

 

 

 

eligible people — including children, pregnant women, people with disabilities, and elderly 
individuals — this may result in significant delays in obtaining needed health care. 

Ironically, past experience in Medicaid shows that U.S. citizens — r ather than Medicaid-eligible  
immigrants — w ould likely  experience the greatest harm.13  Immigrants generally must have  
documents that prove their immigrat ion st atus, so when data matching can’t immediately verify  their 
status, they  can more  easily produce documents to satisfy the verification requirement. U.S. citizens 
are not required to carry documentation to prove their citizenship and often have a more difficult  
time producing documents like a birth certificate or record of birth abroad, and many U.S. citizens 
don’t have passports. Examples of U.S. citizens who may  be delayed in getting Medicaid under this 
policy inc lude:  

• Newborns: obtaining a birth certificate can take up to six weeks, longer if parents do not apply 
for a Social Security number at the hospital (for example because they have not yet chosen a 
name). 

• Adult citizen applicants born abroad, who are often not able to have their citizenship verified 
through data matching and may not have proof of citizenship readily available. 

• People who have changed their names (such as people newly married). 

• Anyone else who has an error in their Social Security record. 

Allowing States to Reimpose Asset Tests 

The budget would allow states to consider assets such as retirement savings accounts and some 
vehicles in determining Medicaid eligibility for children, parents, pregnant women, and other adults, 
undoing a major simplification achieved through the ACA, which eliminated these tests. Asset tests 
generally had little impact on Medicaid eligibility: most people with incomes below the Medicaid 
limit don’t have significant assets, so few people were found ineligible for Medicaid based on assets. 
But asset tests have a number of serious downsides. 

First, having to document assets increases paperwork, deters some eligible people from applying 
for Medicaid, and leads to delays or even denials of coverage for eligible people — not because they 
have substantial assets but because they fail to provide all the paperwork proving they don’t. 

Second and related, asset  tests increase administrative costs and burdens for states. Even before  
the ACA, many states dropped asset tests because they were costly to implement and so  few people  
were found to have assets over the limit.14   

13  Donna  Cohen  Ross,  “New Medicaid  Citizenship  Documentation  Requirement  Is Taking a  Toll:  States  Report  
Enrollment  Is Down an d A dministrative C osts Are U p,” C enter  on B udget and P olicy P riorities,  March 1 3,  2007,  
https://www.cbpp.org/research/new-medicaid-citizenship-documentation-requirement-is-taking-a-toll-states-report   
14  Vernon  Smith,  “Eliminating  the  Medicaid  Asset Test for  Families:  A  Review  of State E xperiences,” K aiser  Family  
Foundation,  April  2001,  https://kaiserfamilyfoundation.files.wordpress.com/2001/04/2239-eliminating-the-medicaid-
asset-test.pdf.  
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Third, imposing asset tests would have the perverse effect of making some very low-income 
people ineligible for both Medicaid and marketplace premium tax credits, the problem the ACA 
intended to avoid by eliminating asset tests. With an asset test, some people could be ineligible for 
Medicaid because their assets are above the state’s limit, but ineligible for premium tax credits 
because their income is too low. 

Finally, asset tests can discourage low-income people from accumulating even modest savings  (in 
some states, as little as $1,000) and punish t hem severely if they do.15  Asset tests w ould be  especially  
harmful for people who have contributed to retirement accounts but temporarily  fall on hard times. 
These  individuals would be forced to spend down their savings and incur associated penalties and 
fees in order to gain Medicaid eligibility for what may be a short window of time.  

Making It Harder for Seniors and People With Disabilities 
to Qualify for Help 

The President’s budget proposes to eliminate states’ existing flexibility to increase the amount of 
home equity seniors and people with disabilities may hold without losing eligibility for Medicaid. 
Current federal guidelines set a range:  $585,000 to  $878,000  in 2019.16  A state using the minimum 
level, for example, would count home value exceeding $585,000 as an asset for purposes of 
determining Medicaid eligibility.17  But a number of states, many of them states with higher-than-
average home values, take advantage of the existing flexibility to set higher limits: California, 
Connecticut, the District of Columbia, Hawaii, Idaho, Maine, Massachusetts, New Jersey, New  
Mexico, New York, and Wisconsin.18   

The President’s budget would require all states to use the  lower $585,000 minimum home equity  
limit.19  This change would make it harder for seniors and people with disabilities in states whose  
home value limit exceeds that minimum amount to qualify for Medicaid. It  could force people in 
these states to sell their homes and cause  a delay in their care until their house is sold.  

  Discouraging Medicaid Enrollees From Accessing Care 

Under existing Medicaid state plan authority, st ates have considerable flexibility  to establish cost-
sharing amounts for beneficiaries, including imposing a maximum $8 co-payment for non-
emergency use of the  emergency  department (ED). But to impose  a co-payment that exceeds this $8 
maximum, states need to obtain a special waiver under section 1916(f) of the Social Security Act. 

15  Kelly  Isom,  “Barriers  to  Savings:  Asset  Tests,” Bipartisan Policy Center, March 13, 2015,  
https://bipartisanpolicy.org/blog/barriers-to-savings-asset-tests/.  
16  Centers  for  Medicare  &  Medicaid  Services,  “2018  SSI  and  Spousal  Impoverishment  Standards,”  
https://www.medicaid.gov/federal-policy-guidance/downloads/cib120517.pdf.   
17  If an i ndividual’s spouse o r  child u nder  age 2 1 l ives in th e h ome,  the h ome i s not counted as  an asse t for  purposes of 
determining Medicaid eligibility.  
18  Molly  O’Malley  Watts,  Elizabeth  Cornachione,  and  MaryBeth  Musumeci,  “Medicaid  Financial  Eligibility  for  Seniors  
and P eople w ith D isabilities in 2 015,” M arch 2 016,  http://files.kff.org/attachment/report-medicaid-financial-eligibility-
for-seniors-and-people-with-disabilities-in-2015.  
19  This  limit  would  continue  to  be  adjusted  on  an  annual  basis  using  the  CPI-U.  
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Only one state, Indiana, has ever received approval for such a waiver, which gave  it t he authority to 
impose a $25 co-payment for non-emergency use of the ED after a beneficiary’s first visit.  

The President’s budget proposes to allow states t o amend their Me dicaid state plans and  impose  
higher co-payments for non-emergency use of the ED. The Trump Administration claims that this 
will “e ncourage personal financial responsibility and proper use of  health care resources.” But  this 
hypothesis has already been tested in Indiana and turns out to be false. Indiana’s evaluation of  its 
graduated co-payment shows no difference in use  of the ED for non-emergency visits between 
Medicaid beneficiaries with an $8 c o-payment and those with a $25 co-payment.20  An earlier study  
also found that co-pays for non-emergency use of the ED didn’t change beneficiaries’ use of the ED 
or primary care.21  In light of that evidence, there is no justification for weakening beneficiary  
protections and imposing co-payments that may deter appropriate  use of the ED.  

Allowing States to Drop Coverage  
of Non-Emergency Medical Transportation Benefit  

One important benefit provided by Medicaid coverage is transportation to health care  
appointments, referred to as non-emergency medical transportation ( NEMT). Studies find that lack 
of transportation is an import ant  obstacle to getting needed care  for low-income people, especially  
for  elderly people  and those with disabilit ies or  chronic conditions.22  In 2015, Medicaid NEMT was 
most commonly used to access behavioral health care and was also frequently used to access dialysis 
and preventive care.23  

The President’s budget  outlines the Administration’s plan to take regulatory action  to  make  
Medicaid’s NEMT be nefit  optional, despite evidence  that eliminating NEMT worsens access to 
care.24  To date, t he federal Centers for Medicare & Medicaid Services (CMS)  has granted waivers of 
NEMT for non-disabled adults to three states — Indiana, Iow a, and Kentucky. A  2016  evaluation25  
of Indiana’s waiver found that beneficiaries without access to NEMT were more likely to list  
transportation difficulties as a reason for missing an appointment than beneficiaries with access to 

20  Lewin  Group, “Healthy Indiana Plan 2.0: 2016 Emergency Room Co-Payment  Assessment,”  October  4,  2017,  
https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Waivers/1115/downloads/in/Healthy-
Indiana-Plan-2/in-healthy-indiana-plan-support-20-2016-emrgncy-room-copymt-assessment-rpt-10042017.pdf.   
21  Mona  Siddiqui,  Eric  T.  Roberts,  and  Craig  E.  Pollack,  “The  Effect  of  Emergency  Department  Co-payments  for  
Medicaid  Beneficiaries  Following  the  Deficit  Reduction  Act  of  2005,”  JAMA  Internal  Medicine, January 26, 2015.  
22  MaryBeth  Musumeci  and  Robin  Rudowitz,  “Medicaid  Non-Emergency  Medical  Transportation:  Overview a nd Key 
Issues in M edicaid E xpansion W aivers,” K aiser  Family F oundation,  February 2 4,  2016,  
https://www.kff.org/medicaid/issue-brief/medicaid-non-emergency-medical-transportation-overview-and-key-issues-
in-medicaid-expansion-waivers/.   
23  Ibid.  
24  The  President’s  budget  is  unclear  whether  it  intends  to  give  states  the  option  to  not  offer  the NEMT  benefit  to non-
elderly non-disabled adults  only (as  with the three states  with waivers),  or  whether  the benefit  would be optional  for  all  
Medicaid  beneficiaries,  including  children  and  people  with  disabilities.    
25  Lewin  Group,  “Indiana  HIP 2.0:  Evaluation of  Non-Emergency  Medical  Transportation  (NEMT)  Waiver,”  
November  2,  2016,  https://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-
Topics/Waivers/1115/downloads/in/Healthy-Indiana-Plan-2/in-healthy-indiana-plan-support-20-nemt-final-evl-rpt-
11022016.pdf.  
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the benefit. In addition, among beneficiaries without the NEMT benefit who missed an 
appointment, the proportion who identified transportation as a reason was nearly double among 
those with incomes below the poverty line compared to those with incomes above the poverty line. 

Medicaid Formulary Pilot 

The budget proposes to allow up to five states to limit access to prescription drugs in their 
Medicaid programs. This proposal risks causing harm to vulnerable Medicaid enrollees and would 
likely have a limited effect on Medicaid drug costs. 

Under current law, CMS does not have the authority to allow states to refuse to cover specific 
drugs, an approach known as a closed drug formulary. Medicaid law requires states that include 
prescription drug coverage in their Medicaid programs — which all states do — to cover all FDA-
approved drugs (with limited exceptions, defined in the law). However, states do have tools that 
allow them to negotiate better deals with drug manufacturers and to limit enrollees’ access to 
specialized, high-cost drugs in order to ensure they are used efficiently. They can require prior 
authorization in order to get a specialized medication or require Medicaid beneficiaries to try a 
lower-cost drug within a class before getting a high-cost one. 

In return for covering all prescription drugs, Medicaid requires drug companies to provide  
substantial rebates, giving states a much lower price than typically offered to commercial health 
plans. These provisions of law  — re quiring coverage of all FDA-approved products and requiring 
drug manufacturers to provide states with rebates — re flect a carefully negotiated legislative  
compromise that has led to significant cost savings for state Medicaid agencies: the rebates allow the  
federal government and the states to achieve savings of about 50 percent, according to analysis  from 
the HHS Office of Inspector General.26    

The President’s budget proposes to change the law to give CMS authority to pilot closed 
formularies in up to five states, estimating that the pilots will save the federal government $410 
million over a ten-year period. The goal of the proposal is to give the pilot states “more flexibility” 
in negotiating prices with manufacturers, “rather than participating… in the Medicaid Drug Rebate 
Program.” However, states already negotiate drug prices with drug companies today (in addition to 
participating in the federal rebate program). As noted, they are already able to give certain drugs 
preferred status in order to negotiate better deals. It’s unlikely that states could achieve substantially 
more in savings than they currently receive through the combination of the federal rebate program 
and supplemental rebates — and some may save significantly less. 

Meanwhile, creating a closed formulary could prevent some Medicaid beneficiaries from getting 
the medications they need. While the proposal does include an appeals process to protect Medicaid 
beneficiaries’ access, this structure would impose a considerable burden on beneficiaries who need 
drugs that are not covered, which would very likely lead to some people going without needed care. 
Medicaid beneficiaries tend to be more frail than the general population, and barriers such as lengthy 
appeals processes could significantly reduce access to needed care. 

26  Office  of  Inspector  General,  Department  of  Health  and  Human  Services,  “Medicaid  Rebates  for  Brand-Name  Drugs  
Exceeded  Part  D  Rebates  by a  Substantial  Margin,” April  2015,  https://oig.hhs.gov/oei/reports/oei-03-13-00650.pdf.  
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Perhaps in recognition of these risks, the President’s budget does structure this proposal as a pilot 
program and requires a rigorous evaluation, which is critical when considering any new policy with 
the potential to harm beneficiaries. However, in this case, the likelihood of harm and the risk of 
disrupting the rebate program make this policy a poor candidate for a demonstration. Moreover, an 
evaluation might not capture the full effects of this proposal. In particular, a limited pilot program 
likely cannot evaluate the risk that closed formularies would undermine the drug rebate program. If 
that occurred, it could significantly increase Medicaid drug costs for states and the federal 
government over time. 

In addition to the pilot program, the President’s budget also calls for several proposals that would 
close loopholes or reduce the cost of drugs in Medicaid. For example, the budget calls for lifting the  
cap on Medicaid prescription drug rebates from manufacturers. Currently, manufacturer rebates are  
capped at 100 pe rcent of the average manufacturer price for the drug. By removing the cap, this 
proposal would require prescription drug manufacturers to pay higher rebates on drugs when the list  
price for the drug exceeds the rate of inflation, which would better protect states and the federal 
government from extremely high-cost drugs. The Medicaid and CHIP Payment and Access 
Commission reports that CBO estimates that this proposal would save $15-20 billion over ten 
years.27  

Proposals Would Impede Access to Marketplace Coverage 
Increasing Premiums for Many Low- and Moderate-Income Marketplace Enrollees 

The Administration’s budget proposal would require all marketplace enrollees to pay out  of  
pocket toward the cost of their health plans, even if they  otherwise can enroll in zero-premium plans 
after accounting for premium tax credits.28  Based on other estimates from the Administration, this 
would mean reducing tax credits and increasing premiums for about 1.6 million low- and moderate-
income consumers.29   

Part of the reason many people have access to zero-premium plans is an inadvertent consequence  
of the Trump Administration’s attempt to sabotage the ACA by ending reimbursement to insurers 
for the cost-sharing reductions (CSRs) they are required to provide lower-income consumers. 
Ending CSR reimbursements gave rise to “silver loading,” in which insurers build the cost of CSRs 
into marketplace silver plan premiums. Because premium tax credits are based on silver plan 
premiums, that approach effectively makes financial assistance more generous. Silver loading is 
reducing the number of uninsured by 500,000 to 1 million, CBO estimates.30  

27  Medicaid  and  CHIP  Payment  and  Access  Commission,  March  2019  meeting  transcript,  
https://www.macpac.gov/wp-content/uploads/2018/03/March-2019-Meeting-Transcript.pdf.  
28  In 2 020  and 2 021  —  before the President’s proposed ACA repeal would take effect  —  the p rovision  would  reduce 
spending b y $ 345 m illion, in  all.  
29  The  most  recent  CMS  data  show  10.3  million  people  enrolled  in marketplace coverage;  in the 2020 Notice of  Benefit  
and P ayment Parameters,  the A dministration e stimates that 16 p ercent of people e nrolled i n m arketplace c overage h ave  
zero n et premium.  Patient  Protection  and  Affordable  Care  Act;  HHS  Notice  of  Benefit  and Payment,  January 17,  
2019,  https://s3.amazonaws.com/public-inspection.federalregister.gov/2019-00077.pdf.  
30  Congressional  Budget  Office,  “Appropriation  of  Cost-Sharing Reduction Subsidies,” March 19,  2018,  
https://www.cbo.gov/publication/53664.  
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More generous financial assistance means the tax credit can cover the full premium of a low-cost 
plan for more consumers. For example, a 40-year-old with an income of $20,000 can enroll in the  
lowest-cost bronze marketplace plan with no net premium in most counties, according to the Kaiser 
Family Foundation.31  In some counties, zero-premium bronze plans are available for people  with 
somewhat higher incomes, and lower-deductible silver or gold premiums may also be available at  
zero net premium for low-income people.  

The Administration’s argument for its proposal is that requiring everyone to pay a premium 
toward health insurance would increase “personal responsibility” — effectively, that health care is 
currently too affordable for low- and moderate-income consumers. But a zero-premium plan 
doesn’t mean the coverage is free. Zero-premium plans often have high deductibles and other out-
of-pocket costs, although they still protect people against catastrophic costs and offer access to 
preventive care without cost sharing (and often to primary care and generic drugs with no or low 
cost sharing as well). Moreover, the enrollee is responsible for reconciling their tax credit and 
repaying any advance credit they weren’t entitled to receive. 

Enrolling more of the estimated 4.2 million uninsured people with access to zero-premium plans32  
is a concept that has gained traction across the political spectrum. In 2018, Maryland legislators 
introduced a bill to automatically enroll eligible uninsured people in zero-premium plans, and 
scholars from the American Enterprise Institute have embraced a similar concept.33  In addition to its 
direct effects on consumers, eliminating zero-premium plans would stymie these ideas.  

Shortening Grace Periods That Help Marketplace Enrollees Stay Covered 

Under current law, marketplace consumers who receive premium tax credits have  three months to 
pay overdue premiums before insurers can end their coverage. The President’s budget proposes 
reducing the premium payment grace period from three months to one month, meaning people who 
fall behind on their marketplace premiums would lose coverage more quickly and might  remain 
uninsured until the next enrollment period.34    

As CBO explained in scoring a similar provision, the proposal’s savings would come not from 
those whose coverage is terminated due to their failure to pay their premiums, but rather from lost  
premium tax credits for  people “who would have paid their delinquent premiums during the second 

31  Rachel  Fehr  et  al., “How ACA Marketplace Premiums Are Changing by County in 2019,” Kaiser Family Foundation, 
November  20,  2018,  https://www.kff.org/health-costs/issue-brief/how-aca-marketplace-premiums-are-changing-by-
county-in-2019/.  
32  Rachel  Fehr  et  al., “How Many of the Uninsured Can Purchase a Marketplace Plan for Free?” Kaiser Family  
Foundation,  December  11,  2018,  https://www.kff.org/health-reform/issue-brief/how-many-of-the-uninsured-can-
purchase-a-marketplace-plan-for-free/.  
33  Stan Dorn,  James  C.  Capretta,  and Lanhee J. Chen, “Making Health Insurance Enrollment As Automatic As Possible  
(Part 2),” H ealth A ffairs Blog,  May 3 ,  2018,  https://www.healthaffairs.org/do/10.1377/hblog20180501.219130/full/.  
34  In 2 020  and 2 021  —  before the President’s proposed ACA repeal would take effect  —  the p rovision r educes  
spending b y  a total  of $78  million. CBO scored a similar provision as saving $4.9 billion over ten years.  
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or third month of their grace period [but] would instead have their coverage terminated.”35  That’s 
because people who fail to pay premiums within 90 days already lose coverage and financial 
assistance for the second and third months of the grace period (the federal government doesn’t pay  
their premium tax credits, and insurers don’t have to pay their claims). The savings from the  
proposal would come from taking coverage and financial assistance away from people who would 
catch up on premiums within 90 days but can’t  in just 30.   

Based on state data on grace period use, we estimated that a similar congressional proposal would 
cause between 259,000 and 688,000 people  per year to lose coverage.36  

35  Congressional  Budget  Office,  “Cost  Estimate:  H.R.  3922,  CHAMPION  Act  of  2017,”  October  19,  2017,  
https://www.cbo.gov/system/files/115th-congress-2017-2018/costestimate/hr3922.pdf.  
36  Tara  Straw,  “Up  to  688,000  Would  Lose  Insurance  Under  House  Bill,” Center  on Budget  and Policy Priorities, 
October  31,  2017,  https://www.cbpp.org/blog/up-to-688000-would-lose-insurance-under-house-bill.   
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Poll:  Americans Support Health Care Plans 
that Empower Patients over Government 

Health Care Should Empower Patients and 
Ensure Access to Quality and Choice 
“A healthy America is a strong America. Our health care 
system should be the best in the world. It should offer 
more personal choice, more access to doctors, lower 
costs, higherquality care, protections for people with 
preexisting conditions, and open avenues for innovation.” 

97% Agree  

“Health care policy should empower people—not 
government bureaucrats or insurance companies—to 
make the best decisions for their families.” 

94% 

“Health care plans should remove health care 
decisionmaking from Washington, D.C., bureaucrats and 
insurance company executives and give it to the states, 
small businesses, nonprofits, and families.” 

84%  

Likelihood of Supporting Plan Proposals 

“Use proven tools to help people with 
preexisting conditions get care without 
raising costs for other Americans.” 

 Somewhat Likely 
30% 

Very Likely
66%  

Total Likely  
96%

“Encourage health care innovations and 
options.” 38% 58%  96%

“Lower health insurance premiums for 
individuals purchasing insurance on their 
own by as much as 32 percent.” 

36% 58% 94% 

“Allow more people  to choose personalized 
private coverage over governmentrun 
health programs like Medicaid.” 

37% 48% 85% 

Source: Online survey using a national representative sample of 1,344 U.S. voters conducted March 1, 2019 with a margin of error of ±3.1%. 
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Executive Summary 
Rising health care costs appear to be an intractable problem 
in the United States, but states, faced with balanced budget 
requirements and growing voter concern, aren’t waiting for 
a federal solution. Policymakers have long known that US 
health care costs are twice those of developed nations, yet 
our outcomes are poorer and that the prices paid are far 
higher than those paid in other countries. 

A simple equation explains health care costs – price multi
plied by quantity. States have been actively engaged on the 
quantity side of the health care equation. They are: 

Shutterstock.com 

•		 Innovating with value-based purchasing, utilization 
and care management, especially addressing high-cost 
users of health care, and 

•		 Launching numerous service and payment delivery reforms, with significant federal support. 

Yet, costs continue to outpace budgets. Variation in costs among providers, differing payment rates, and complex
ity are the watchwords of our health care system. Now, consolidation looms larger as a cost driver. Today, there is 
little competition in the health care market – 90 percent of hospitals have consolidated, which has led to price in
creases estimated at 20 to 40 percent. The promise that provider consolidation would improve quality and efficien
cy has not been realized. Consolidation affects more than hospitals – 65 percent of specialty physicians, 57 percent 
of insurers, and 39 percent of primary care providers have consolidated, tipping the balance and creating a seller’s 
market. 

State dollars fund a significant share of health care in each state. As large purchasers, states have the potential to 
leverage better prices in an increasingly consolidated health care marketplace, yet they tend to purchase health 
care in silos rather than combining and fully deploying their collective buying power. Medicaid drives much of the 
discussion about public health care spending, but states provide care in corrections facilities and mental health and 
public hospitals and state dollars purchase health care for state, university, and municipal employees and teachers, 
as well as their dependents. Increasingly states are harnessing that purchasing power to achieve cost growth goals. 

This paper highlights some of those collaborative purchasing approaches based on discussions with state leaders. 
It is not intended to be a comprehensive analysis of the state of the art, but is designed to highlight examples of 
approaches states might consider. 

https://docs.house.gov/meetings/IF/IF02/20180214/106855/HHRG-115-IF02-Wstate-GaynorM-20180214.pdf
http://Shutterstock.com
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Organizing State Government to Better Leverage 
Purchasing Clout 
The structure of health care purchasing in a state is rooted in its history and political priorities, but is not 
generally the result of a planned approach to purchasing.  However, some states have done just that, moving 
to break down the silos of public health care purchasing and unite forces to better coordinate how public 
dollars are spent. This can be a complex undertaking as health benefits are often the subject of labor negoti
ations and differ by bargaining unit – university systems often have independent governance, municipalities 
within the same state may have different plans, and teachers may have their own plans. Some may have 
longstanding relationships with health plans and brokers they wish to sustain. Plans may be funded not just 
by state general revenue but also by local taxes. Enrollees, and the organizations that run their plans, raise 
concerns about losing benefits, raising rates, or compromising the integrity and “ownership” of those plans. 
The case needs to be made that combining forces can strengthen purchasing power and help lower the 
trajectory of rising costs. 

Examining the amount of public dollars spent to support public health plans and the rising costs of those 
plans is a starting point, sometimes achieved by utilizing data from the plans or, where they exist, from state 
all-payer claims databases. States have worked to better coordinate public purchasers – some through task 
forces and multi-agency planning efforts, others by organizational changes, and still others by purchasing 
coverage across multiple public programs and covering all within  one pool to maximize their buying power. 

Collaboration: Connecticut established a Health Care Cabinet under a former governor to coordinate health 
policy and established the Office of Health Strategy to improve health, limit costs, and advance innovation 
across private and public sectors. The office consolidated oversight of the state’s All-Payer Claims Database, 
the State Innovation Models (SIM) initiative, the Office of Health Care Access (OHCA), and the state’s health 
information technology initiatives into one state agency. 

Colorado’s governor established, by executive order, the Office of Saving People Money in Health Care. Led 
by the lieutenant governor, the office is charged – among other duties – with establishing a statewide inter-
agency collaborative effort to develop common policies and strategies to reduce the cost of health care, and 
the order also creates a permanent Health Care Cabinet of key state agencies. Similar examples of collabora
tive planning exist in other states. 

Coordination and Colocation: Seeking to organizationally align purchasing programs, the Washington State 
Health Care Authority administers both Medicaid and the public employees’ health plan. As a result, it is the 
largest health care purchaser in the state, covering about 30 percent of the state’s population. In 2020, the 
School Employees Benefits Board will be added to its purchasing pool. In 2009, the Oregon Health Authority  
(OHA) was established to expand purchasing power by combining the administration of public employees, 
educators, and Medicaid into the new agency. As a result, the OHA purchases health coverage for one of 
every three Oregonians. 

In 2005, Kansas created a Health Policy Authority overseeing Medicaid’s medical benefit, the Children’s Health 
Insurance Program (CHIP), the State Employees Health plan, and workers’ compensation health plans. In 
2011, the authority was eliminated as an independent agency and its duties transferred to the Kansas De
partment of Health and Environment‘s Division of Health Care Finance. This division retains the responsibility 
for administering the health plans, while continuing the role for the State Employee Health Commission in 
overseeing that benefit program. 

The Washington authority, like Oregon’s, maintains independent administration of the public employee plan 

https://www.cga.ct.gov/current/pub/chap_368dd.htm
https://www.colorado.gov/governor/sites/default/files/b_2019_003_-_saving_people_money_on_healthcare.pdf
https://www.hca.wa.gov/
https://www.hca.wa.gov/
https://www.oregon.gov/OHA/Pages/index.aspx
http://www.kdheks.gov/
http://www.kdheks.gov/
http://www.nashp.org
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and Medicaid, but engages in collaborative planning, such as using health technology reviews to utilize evi
dence to guide conditions of coverage and covered services in both plans, and shares pharmacy reviews and 
expertise across both programs. A subcabinet group of agency medical directors was also convened and was 
the first to produce opioid guidance for chronic pain in 2008. 

Washington enacted legislation, effective in 2020, to expand coverage by requiring any health plan that 
offers coverage to state employees or teachers to also offer an individual plan on Washington’s health insur
ance exchange. Concerns have been raised about the viability of the plan and the state is now contemplating 
leveraging the state’s purchasing power to: 

•		 Contract with one or more commercial plans; 
•		 Impose limits on provider reimbursement rates; and 
•		 Possibly supplement current Affordable Care Act (ACA) subsidies for certain targeted enrollees to cre

ate an affordable statewide option for those without group coverage. 

Another example of multi-agency coordination, while limited to drug costs, is California’s multi-agency 
Pharmaceutical Procurement Collaborative, housed in the Office of Pharmaceutical Acquisition Services. The 
collaborative includes the departments of corrections, veterans’ affairs (CalVets), health and human services, 
finance, labor, and workforce development, and the Government Operations Agency. Other state and local 
government agency collaborative participants include the Department of Industrial Relations, state retirees 
(CalPERS), Association of Counties, State University System, Covered California (the ACA state exchange), the 
departments of Managed Care, State Hospitals, and Developmental Services, and the University of California 
system. The collaborative has a broad charge to coordinate payers and jointly purchase drugs and negotiate 
rebates. 

Consolidated Purchasing: Joint planning and program administration are important steps to leverage state 
purchasing power, but states have taken the next step to more fully integrate public purchasing and pool 
covered lives across different employee groups to gain more buying clout and capitalize on their state 
employee health plans. About half of states allow cities, municipalities, and counties to join their plans. The 
nation’s largest public health plan, the California Public Employees Retirement Systems (CalPERS) plan, covers 
state employees, schools, and local government employees.  

The North Carolina State Health Plan provides coverage to 727,000 members, including state, school, and uni
versity workers and employees of fire departments, medical transportation services, and some local govern
ments. Charter schools may voluntarily join the State Health Plan so long as they make that decision within 
two years of the school’s charter creation and are approved by the state and charter schools. Importantly, the 
North Carolina plan pools all covered lives and provides a standard, single preferred drug list across the plans 
to maximize its purchasing leverage. 

These few examples, by no means exhaustive, outline approaches to improve collaboration to colocate 
programs, integrate purchasing, and share risk across a wider pool of enrollees. They suggest strategies states 
may undertake to strengthen their capacity to more effectively negotiate health care costs paid with taxpay
er dollars: 

•		 Identify a lead agency or individual to spearhead cross-agency planning. 
•		 Inventory current health plans, enrollment, and costs by all public purchasers (state employees, cor

rections, university systems, municipalities, workers compensation, K-12 employees). 
•		 Convene public purchasers to identify areas for potential collaboration and preventable redundancies. 
•		 Develop strategies to collaboratively undertake activities to reduce costs through joint contracting, 

drug purchasing, standardizing performance and quality metrics. 
•		 Join private-public purchasing coalitions to foster collaborative efforts to address costs. 

https://www.dgs.ca.gov/PD/About/Page-Content/PD-Branch-Intro-Accordion-List/Acquisitions/Statewide-Pharmaceutical-Program
http://www.ncsl.org/research/health/state-employee-health-benefits-ncsl.aspx
https://www.calpers.ca.gov/
https://www.shpnc.org/
http://www.nashp.org
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Leveraging Medicare Pricing for State Employee 
Health Plans – Reference Pricing 
The growth in insurance premium costs for state-sponsored employee health plans has outpaced private sector 
cost increases. Between 2010 and 2014, for example, the growth in state employee plans grew more than 14 
percent faster than those of large, private sector firms. Public sector plans, under the scrutiny of budget officials, 
governors, state legislators, and the general citizenry, must be sensitive to making the best use of tax revenues as 
possible.  

These plans face multiple challenges, including the demographic composition of their employees, who are 
generally more highly educated, older, married, and who are more likely to be female – all “risk” factors for higher 
use rates and thus, higher premium costs. The degree of unionization tends to be higher in public plans, which 
may contribute to the relative “richness” of benefits and lower deductibles and coinsurance, as compared to large, 
private sector plans. The public sector competes with the private sector for employees, as a result some states 
may find it easier to increase benefits rather than increase wages to compete. Whatever the factors, benefits for 
public employees generally equate to Platinum-level plans on the health insurance exchanges. Under the ACA, 
these plans must meet all of the requirements placed on large employer health plans, including actuarial value and 
affordability. These benefits will subject many state employee health plans to the “Cadillac tax” scheduled to begin 
in 2022. 

So what is a state purchaser to do? Over time, states have tried many different approaches to contain plan costs. 
States have relied on transferring risks to fully insured plans and have moved back to self-insuring their employee 
group. They have used health maintenance organizations (HMOs) and managed care organizations (MCOs), as well 
as designing benefit tiers for prescription drugs and providers or both. They have also tried narrow networks and 
have tried encouraging healthy behaviors through wellness incentives and programs and building value-based 
benefits structures, all with varying degrees of success. 

Significantly, states are in a strong position to be change leaders, both in the employee health plan market and in 
the broader market as well. As very large employers with enrollee bases that touch all corners of their marketplace, 
states can command attention in the market. As the administrator of the Medicaid program, state employee 
health plans can move to consolidate purchasing clout and improve enrollee health by combining forces with the 
Medicaid programs in their states.  Leveraging purchasing power is not a new idea, but there are ways in which 
states might consider marshalling the collective “lives” in their public sectors in innovative ways to alter marketplace 
dynamics and gain savings for state programs and residents. 

State employee health plans, as noted earlier, face many challenges in trying to reduce costs. Like many other 
employers, they have relied on their contracted health plans or third-party administrators to bring to the table 
comprehensive networks of health providers with affordable rates. However, as providers increasingly consolidate, 
rate negotiation becomes more challenging. 

http://www.nashp.org
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Step One: Understanding the Fundamentals of Hospital Price Negotiation 
Plan administrators negotiate contractual allowances against provider charges, with these charges serving as 
the starting point for the payment calculation, which generate “allowed amounts” for each type of provider 
charge. 

The issue with this approach is the starting point for negotiation, which is the provider’s chargemaster. The 
chargemaster is a compilation of all of the items a provider can charge to a payer, be it a government insurer, 
a private insurance plan, or a self-paying patient. Providers are free to set their charges at whatever level they 
like and, although they ordinarily update chargemasters once a year, there is no prohibition against changing 
them more frequently. Although hospitals are required by federal law – and in some cases state law – to 
make their charges public, they may be updated at any time for changes in technology, changes in inputs, 
and more. Because there is no federal requirement that charges be reported in an accessible format, they 
may not be easily accessible. 

As a result, a contract that calls for a contractual allowance equal to a percentage discount off charges can 
lead to payments that are relatively dynamic over time. Payers usually have a “default” discount rate for 
services that fall outside of their set fees for services or bundled care rates. This arrangement can impact a 
large percentage of the services a purchaser pays for. 

The drawbacks to this approach are obvious. In most jurisdictions, providers are free to charge whatever 
the market will bear. In this era of increasing consolidation, providers can easily gain the upper hand in 
their respective markets, facing little or even no pressure from close competitors. There is ample evidence 
that in such markets, prices charged to payers rise. In contrast, payers, even very large payers, occupy an 
eroded negotiating position and have little ability to leverage a better deal through negotiation. In the 
best situations, the market for health care services is arguably compromised, but as market inequalities are 
magnified, providers have little incentive to constrain costs. Therefore, what is a state to do? 

It is important in this discussion to be clear about the meaning of the terms “cost” and “price.” Providers think 
of cost as the expenses they incur to produce the health care services they deliver to their patients. Payers 
think of costs as the amounts they pay to providers for care provided. Patients think of costs as being the 
amounts they must pay out of pocket. For this discussion, the term cost refers to the underlying cost of the 
production of health care. These are the costs of inputs:  labor, technology, overhead, etc. Price, in contrast, 
refers to the charges providers place on their services. 

While prices or charges (less any applicable discounts) represent a payer’s costs, they do not necessarily 
bear any relationship to the underlying cost of production that the provider incurs. Intuitively, one would 
expect that costs and charges would have some close relationship, particularly in the case of a nonprofit 
organization. However, health care providers are complex organizations with many, many cost centers, many 
inputs to production, and myriad sources of payments and other revenues. Moreover, many large health care 
providers are part of extraordinarily complex, multifaceted systems that sell and purchase services from one 
another, further masking the relationship between costs and charges for services. Transparency into the true 
cost of production of health services is challenging, at best.  

Similarly, the manner in which providers set prices also lacks transparency. The public has a growing 
appreciation for the challenges inherent in understanding the costs of production of prescription drugs. 
There is also a growing understanding that the manner in which manufacturers price their products bears 
little, if any, relationship to the true cost of production. More and more frequently, products are simply 
priced at the level the market will bear. Service providers can take a similar tack given this pricing difficulty, 
most payers and users are often simply price takers, rather than effectively negotiating a discounted price 
that bears some rationale relationship to the cost of production. In addition, just like prescription drugs, 

https://www.forbes.com/sites/econostats/2014/03/11/the-nonsensical-economics-of-hospital-pricing/#5e1a68104b01
https://www.forbes.com/sites/econostats/2014/03/11/the-nonsensical-economics-of-hospital-pricing/#5e1a68104b01
https://www.washingtonpost.com/news/wonk/wp/2013/05/19/heres-why-hospitals-set-high-prices/?noredirect=on&utm_term=.a762a8c310d6
http://www.nashp.org
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the producer can boost the “list price” of a service and grant a discount off that inflated price. The concept of 
discounting a list price is itself problematic as vendors are rewarded for getting better percentage discounts 
rather than getting the lowest net cost. In more competitive markets, there may be more incentives for health 
services providers (particularly hospitals and systems) to hold down their costs and their prices, so they may 
retain or grow market share. 

At the same time, payers are facing increasing cost pressures themselves, and are searching for ways to address 
the cost of doing business. This may be particularly true for public purchasers, who must be sensitive to making 
the best use of tax revenues possible while providing attractive benefits to public employees.  In an effort to 
contain costs, employers have turned to restructuring benefit packages. While these efforts include a range of 
“tools,” including increasing deductibles, copays, and coinsurance, they generally boil down to shifting costs 
away from the employer and/or health plan to the enrolled employee. They have also shifted costs to employees 
by requiring them to pay a greater proportion of the plan premium. Or, they have put in place narrow networks 
of providers with whom the employer-sponsored plan has negotiated what appear to be deep discounts. Still, 
plan costs keep rising.  

Step Two: Reference Pricing – Why Medicare? 
Public employers could consider adopting provider payment structures that are tied to Medicare payment rates. 
In other words, instead of negotiating discounts off charges, the payer instead ties its reimbursement to a known 
standard, in this case Medicare rates. In these payment arrangements, purchasers set reimbursement at Medicare 
plus some percentage load. That loading factor depends on a number of factors, including plan affordability and 
the ability to bring on key providers with the offered rate. 

Basing reimbursement on Medicare rates offers several benefits. Most providers accept Medicare payments and 
are not only familiar with that system, but also are adept at using that payment system. The Medicare payment 
system is based on costs that have been audited by the federal government. This lends transparency and the 
knowledge that the purchaser is relying on a long-tested, tried and true method of payment. Instead of shifting 
costs to employees, this approach seeks to introduce more balance into the payer/provider market equation and 
enable the large purchaser to move away from the passive role of “price taker” to that of active “price setter.” 

It is relatively easy to establish reimbursement rates using one of the many commercially available Medicare 
repricing services available on the market. This exercise involves running claims through the repricing software. 

Health benefits plans serving a range of enrollees and their dependents will undoubtedly incur claims for 
services not covered by Medicare – obstetrical, neonatal, and pediatric care are good examples of such services. 
In these instances, payment rates must be developed. 

One of the challenges inherent in adoption of a reference pricing strategy, such as this, is the predictably 
negative reactions it will generate from the provider community. Hospitals will almost undoubtedly argue that 
Medicare underpays for services, forcing them to shift costs to private payers. As Uwe Reinhardt explained, 
providers and private insurers, for that matter, often argue, “They are the victims of inadequate spending” on the 
part of public payers. 

The notion of cost shifting is one that has intuitive appeal. It makes sense that a provider would seek to maximize 
profits by setting differential prices to payers, based on what they are able to get those payers to pay. If Payer 
A holds substantial leverage over what it will pay hospital either by virtue of the market power it wields or the 
force of law – as in the case of Medicare and Medicaid – it can pay less than the provider believes to be fair for 
the services purchased. Providers – acting as rational sellers – seek to maximize profits by demanding higher 

http://www.nashp.org
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payments from purchasers with less clout in the marketplace. 

Importantly, there are economists and health policy experts who do not buy into the cost-shifting theory. This 
schism in the field highlights the complex nature of health services markets and the challenges that follow those 
trying to influence them. 

MedPAC – the federal Medicare Payment Advisory Council – disagrees that Medicare pricing is, overall, 
inappropriate. In its March 2018 report to Congress, MedPAC examined the adequacy of Medicare payments – in 
this instance, hospital payments – in light of beneficiaries’ access to care. It examined the capacity and supply of 
providers serving Medicare patients and the volume of services delivered, the quality of care provided, providers’  
access to capital markets, and Medicare payments relative to providers’ costs. 

MedPAC has used these metrics over time, looking at them as a whole to get a more holistic view of a complex 
sector of health care. In the March 2018 report, it noted that hospitals have excess capacity, suggesting that 
beneficiary access to care is not impaired. The quality of care as indicated by hospital mortality and readmission 
rates are showing improvement, as has patient satisfaction. Hospitals have strong access to bond markets, 
demonstrated by a 48 percent increase in the value of bond offerings in 2016 over the prior year, and strong all-
payer profit margins. In addition, across all services, the marginal profit rate in 2016 was about plus 8 percent. 

Medicare hospital payments are built to meet the average costs of producing and delivering care at relatively 
efficient hospitals. Inefficient organizations will struggle in the face of such a system. MedPAC takes the position 
that the program’s payment policy should not be dictated by whatever the cost trend is for a particular type of 
provider, like hospitals. Just because costs grow does not mean that growth is reflective of effective provider 
operations. Instead, it can be easily driven by economic climates and a provider’s relative dominance (or lack 
thereof ) in the marketplace. 

It is easy to make policy arguments about Medicare payment adequacy, and much harder to face down the political 
pressures providers like hospitals can bring to bear. Hospitals in particular, are formidable political adversaries. 
Often, they are one of the largest employers in any given community, providing many, many jobs, and providing 
services communities want and need for constituents of governors and legislators. However, those new jobs are 
funded by premiums or taxes. 

This makes it especially challenging to take on a move to a reference price based on Medicare. It is prudent for 
purchasers to take a lesson from the experience of Montana’s state employee health plan, which made the decision 
to move to reference pricing several years ago. At that time, the state plan was facing losses and was projecting 
bankruptcy for the plan’s reserves in the not-too-distant future, prompting decisive action. In searching for 
strategies they might use to bring program costs under control, plan administrators examined price variation in 
hospital services across the state, as those costs comprised more than 40 percent of the plan’s costs. They found 
marked variation from one area to the next with regard to the prices they were paying for the same type of care, 
with no discernable difference in quality or outcomes. 

They learned, too, that a high discount does not necessarily translate into a lower price paid for a service. As noted 
elsewhere, discounts off charges are relatively meaningless in a market where the provider has little incentive 
to hold down charges. By way of example, consider the Montana plan’s payment at two hospitals for a knee 
replacement: 

Hospital A 

Hospital charge $115,000 

Discount 10% 

Cost to State Plan $103,000 

Hospital B 

Hospital charge $25,000 

Discount 7% 

Cost to State Plan $23,250 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3160596/
https://www.coloradohealthinstitute.org/sites/default/files/file_attachments/Cost%20Shift%20Report.pdf
http://www.medpac.gov/docs/default-source/reports/mar18_medpac_entirereport_sec.pdf
http://www.nashp.org
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This example clearly illustrates that larger discounts do not always mean lower prices paid. The plan was looking 
for a way to introduce transparency into the equation along with some element of strict control over payment 
rates. They turned to reference pricing as their strategy, with Medicare as their point of reference. As the largest 
payer in the nation, Medicare’s rates are a common reference point, familiar to every provider in the state. The 
payment rates used by Medicare recognize differences in geography, teaching status, and patient case mix. 
Moreover, the calculation of Medicare payment rates is a matter of public record. 

Montana’s Success at Reference Pricing 
In considering implementation of a reference price system of payment, the Montana state employee plan knew 
that it did not want to introduce narrow networks for plan enrollees and, instead, wanted to include as many 
facilities as possible – ideally, all facilities would agree to participate. They wanted their payment system to include 
predictability in yearly payment rate increases and they wanted to preclude any balance billing by providers. 
These constraints presented a tall order, but plan administrators, faced with the certainty of depleted reserves 
in the next couple of years, decided to push ahead. Working with a contractor who repriced the plans’ claims to 
Medicare, it became apparent that adoption of reference pricing held the opportunity for considerable savings, 
without generating undue friction between the plan and its enrollees. Therefore, with the backing of a staunch 
supporter in the administration, the plan set out to negotiate payment rates with hospitals at a reference point set 
at 234 percent of Medicare rates – high enough to attract providers into contracts and, simultaneously, allow for the 
provision of high-quality care and a profit margin.  

Hospitals across the state, with one notable exception, accepted the new contract terms. After some pressure 
from patients, the remaining hospital holdout also moved into the network. Two years into the new payment 
system, the plan has seen a turnaround, generating savings of more than $15 million and restoration of its reserve 
fund. Moreover, no hospital – rural or urban – has closed its doors. There is also no evidence that hospitals have 
increased utilization to offset lower rates. Most Montana hospitals use diagnosis-related group (DRG), a payment 
methodology based on the average resources used to treat a specific diagnosis, and in some cases there is evidence 
of lower utilization. The state also did not see any cost shifting to other payers, who at the same time were seeking 
to reduce their costs by narrowing networks and reducing rates.        

The challenges in moving to reference pricing are considerable. Once a state has assessed the potential for savings 
using a reference-based system, be it keyed off Medicare or otherwise, it will need to identify the “sweet spot” – i.e., 
the Medicare-plus “factor” – that allows sufficient savings without disrupting the provider network in too material 
a manner. In addition, it will need to adopt methods to price non-Medicare services like maternity. In Montana, the 
plan with assistance from its third-party administrator used the usual, customary, and reasonable (UCR) rate, which 
is the amount paid for a medical service in a geographic area based on what providers in the area usually charge for 
the same or similar medical service,1  to determine maternity and pediatric reimbursement rates.  

The state will also need to be prepared for the political pushback that will certainly come in response to any such 
proposal. Rising prices in a state employee health plan translate into wage suppression for those employees and 
an increased need for tax revenue. In that sense, employee unions may be natural allies for this type of approach. 
In fact, unions were supportive of Montana’s initiative and proved helpful in “selling” the initiative to their rank 
and file. Support of employees will help as a state works to garner support of the provider community – or at least 
to dampen the outcry by providers – which will help manage the politics of the activity. Given the considerable 
political sway hospitals hold, this will be important to counter push back that legislators might present. 

http://www.nashp.org
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North Carolina, Connecticut, and Washington State 
Advance Reference Pricing 
Other states are picking up the reference pricing baton. North Carolina’s State Health Plan covers 725,000 
subscribers and their dependents, including active and retired public employees. The plan, by statute, includes 
not only state employees, but also employees of public school and higher education systems, fire departments, 
emergency medical service (EMS) squads, National Guard units, and non-profit charter schools. 

This self-insured plan utilizes the services of a third-party administrator (TPA) – Blue Cross and Blue Shield – and a 
preferred provider organization network. The plan spends more than $3 billion annually, with spending rising each 
year. Additionally, the plan faces a severe deficit in terms of funded reserves. Even before addressing the issue of 
unfunded liability, plan cost trends outstrip revenues. The state treasurer, who administers the State Health Plan, 
has made it a priority to address plan costs, and has proposed moving to reference pricing as a strategy in that 
effort. In setting goals for the overhaul of the plan’s approach to contracting and payment, the administrator’s 
priorities include enhancing transparency, ensuring quality and affordability, as well as supporting providers, 
particularly rural providers. 

Plan administrators were particularly interested in reducing the use and payment variation for the same services 
across providers, and improving the predictability of payments and, therefore, total program expenditures, over 
time. Attuned to this variation, they turned to a claims analysis of waste and inefficiency in the North Carolina 
system, which identified system inefficiencies ranging from 10 to 70 percent. North Carolina –  and other states 
including Washington – have used Milliman’s MedInsight Waste Calculator  to identify the prevalence and use 
of low-value services. This tool uses claims databases to assess the use of services as appropriate, likely wasteful, 
or wasteful. The algorithm used to categorize claims is derived from recommendations established by the ABIM 
Foundation’s Choosing Wisely initiative, the recommendations of the US Preventive Services Task Force, and VBID 
Health and can provide a purchasing plan with persuasive evidence to address system inefficiencies. Oregon 
is launching a waste analysis as a joint project between the Oregon Health Authority and the Oregon Health 
Leadership Council, a health plan and system leadership collaborative. 

The North Carolina plan used Medicare as a basis for a reference pricing, applying it to inpatient/outpatient 
hospital and professional charges. As with Montana, North Carolina’s chose Medicare as a pricing base because: 

•		 Medicare is the largest payer not only in the state, but also in the nation; 
•		 The payment system provides standard, publicly-accessible reimbursement measures that adjust for 
 

important differences among providers; and
 

•		 The system is built on a platform that considers and covers providers’ costs. 

Analysis of the plan’s claims – using repricing, software-enabled decision makers to identify a payment rate that, in 
the aggregate, is set at Medicare plus 77 percent. This level of reimbursement is expected to result in less payment 
variation across providers, with rural providers gaining in terms of payments at the expense of large health 
systems. With implementation scheduled for January 2020, savings under the system redesign for Year One are 
projected to be $300 million for the state and $68 million for plan enrollees. 

The North Carolina State Health Plan rolled out its planned redesign in October 2018, generating substantial 
pushback from the provider community – particularly hospitals. The proposed plan is currently the subject of much 
debate in the media and in the statehouse. While plan administrators are passionate advocates for the change, 
it remains to be seen if the political forces that swirl around the health care industry in North Carolina are strong 
enough to derail the overhaul. 

Connecticut provides health care coverage to approximately 47,000 active employees and 50,000 retirees. All 

http://www.nashp.org
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retiree costs and approximately 73 percent of active employee costs are paid by the state’s general fund and 
totaled more than $1.33 billion in FY 2019. Health care is also one of the general fund’s major cost drivers – 
current projections reflect a $235 million increase from health care expenditures by the end of the biennium. 

Fee-for-service payments to providers account for the vast majority of the state’s employee plan costs – well over 
95 percent. Payments across providers vary significantly. For example, average costs paid for knee replacement 
surgery range from $24,000 at one hospital to more than $50,000 at another. Connecticut reports that the more 
than two-fold difference in cost bears no relationship to quality. Patients receiving knee replacements from the 
lower-cost hospital are less likely to experience an adverse event than at the high-cost hospital. The governor’s 
budget proposes, in coordination with the Office of the State Comptroller, to limit this price variation by setting a 
ceiling on the maximum price the state health employee plan will pay for these services. The maximum price will 
be set as a percentage above the Medicare payment rate. 

While this program is currently only a proposal in the governor's budget, the comptroller's office has begun 
evaluating implementation options and is requesting maximum flexibility in implementing the program. 
In an effort to collaborate with the provider community, the comptroller is seeking the ability to engage in 
negotiations with each hospital system to determine – together – the best way to meet the proportional savings 
target required by the governor's budget. The maximum price, as a reference to Medicare, will be used as a 
backstop to these negotiations and to achieve savings if alternatives do not materialize. According to state 
officials, conversations to date have been productive, and significant cost savings is not required until the second 
year of the biennium, which will give the comptroller time to negotiate with hospitals and provider groups to 
determine the best avenue to achieve the required savings. 

Meanwhile, the Washington State Legislature is currently debating Gov. Jay Inslee’s public option proposal that 
would provide a new insurance plan through the Washington Health Benefits Exchange. The plan would provide 
a standardized benefit and lower rates by paying providers through a Medicare reference pricing strategy. 

Leveraging Medicaid’s Purchasing Power to Lower Prices 
for Non-Medicaid Populations 
At the height of the Great Recession, Maine launched the Payment Equity Program to address hospital 
reimbursement. The effort addressed longstanding complaints by hospitals about inadequate Medicaid 
reimbursement rates and helped address the state’s budget crisis. Reimbursement rates for the state employee 
health plan were reduced, creating savings that provided state funds to support a Medicaid rate increase. The 
program was short-lived in part because Maine’s employee plan, unlike many across the country, did not include 
other publicly-funded health plans (e.g., teachers or municipal employees). As a result, the rate decreases 
disproportionately affected hospitals serving larger populations of state employees than Medicaid enrollees did. 
Nevertheless, the program is an example of the possibilities of public purchaser collaboration. 

Maine was more successful in leveraging Medicaid to support efforts to make prescription medicine affordable to 
lower-income, non-Medicaid eligible residents in 2000. Leveraging Medicaid’s power, the state created the Maine 
Rx program. Maine Rx was designed to improve affordability and access to medications for Mainers who lacked 
prescription drug coverage. The program leveraged the state’s purchasing power as a sponsor of Medicaid to 
demand that manufacturers extend negotiated rebates for Medicaid to Maine Rx members. 

PhRMA immediately filed suit to stop the program’s implementation, arguing that the new program both violated 
the federal Medicaid statute and the Commerce Clause because it interfered with interstate commerce. PhRMA 
won its Maine Rx case in federal court, but the decision was reversed by the First Circuit Court of Appeals. PhRMA 
appealed that decision to the US Supreme Court, which in May 2003 overturned the Appeals Court ruling and 

http://www.law.nyu.edu/sites/default/files/ecm_pro_064653.pdf
http://www.law.nyu.edu/sites/default/files/ecm_pro_064653.pdf
http://www.nashp.org
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upheld the program. The court found no merit in the Commerce Clause argument. It also found that as long as 
the US Department of Health and Human Services Secretary determines that the program provides a Medicaid 
benefit and presents no harm to Medicaid beneficiaries, the extension of discounts/rebates to the Maine Rx 
program are valid and allowable. 

Maine Rx still exists today, now called Maine Rx Plus, and the specifics of the program have been refined 
somewhat, but it remains materially the same as when it was challenged by the industry. While initially the 
program was theoretically open to any Maine resident without coverage, Maine Rx Plus now provides benefits 
to Mainers in households earning less than 350 percent of the federal poverty level, as well as those who have 
incurred extraordinary prescription drug or medical costs, as defined by statute and rule. The program runs in 
parallel to the state’s Medicaid program and is a secondary payer to any “superior” prescription drug coverage 
an enrolled member may have. 

Manufacturers are free to participate in the discount program, or not, and participating manufacturers may 
disenroll from the program at any time without jeopardizing their participation status in the state’s Medicaid 
program. However, should a manufacturer decline to participate in Maine Rx Plus, all of that manufacturer’s 
products covered by the Maine Medicaid preferred drug list will be subject to prior authorization requirements. 
Further, the state will release this information to prescribing providers and the public at large regarding the 
manufacturer’s non-participation decision. 

While this initiative required some investment in both real and political capital on the part of the state’s 
administration, attorney general, and legislature, it was relatively easy to implement, produced tangible benefit 
to needy residents, and is an approach that could be easily replicated by other states. 

Vaccines for Children – Possible Cost Savings for 
Children’s Health Insurance Programs (CHIP) 
The Vaccines for Children (VFC), a bulk-purchasing program, offers a different cost-savings model than Maine Rx. It 
provides opportunities for states that are interested in considering ways to adapt it for other populations. Here we 
examine how separate CHIP programs can leverage VFC to achieve savings. The VFC can also be a platform for bulk 
purchasing initiatives, described later in this paper. 

The VFC program provides vaccines to children whose parents or guardians may not be able to afford them to help 
ensure that all children have a better chance at getting their recommended vaccinations on schedule. Vaccines 
available through the VFC program are recommended by the Advisory Committee on Immunization Practices to 
protect babies, young children, and adolescents from 16 diseases. Funding for the VFC program is approved by 
the Office of Management and Budget and allocated through the Centers for Medicare & Medicaid Services (CMS) 
to the Centers for Disease Control and Prevention (CDC). CDC buys vaccines in bulk at a discount on behalf of VFC 
grantees (i.e., state health departments and certain local and territorial public health agencies) and ensures the 
vaccines are distributed directly to private physicians’ offices and public health clinics that are registered as VFC 
providers.1  

The VFC program covers children younger than age 19 who are Medicaid-eligible, uninsured, underinsured – 
meaning their health coverage does not include immunizations – and American Indian or Alaska Native. Children 
whose health insurance covers the cost of vaccinations are NOT eligible for the federal VFC program. However, 
states can create savings in separate CHIP programs by purchasing vaccines for children enrolled in those programs 
using their VFC contract with the CDC and/or use of CDC provider ordering/distribution mechanisms by defining 
and identifying these children as state-vaccine eligible under their state immunization program. Because children 
with CHIP coverage are not eligible for the federally-funded VFC Program, CHIP programs must pay for the 

http://legislature.maine.gov/statutes/22/title22sec2681.html
http://www.nashp.org
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vaccines, but can benefit from the reduced, bulk purchase price achieved through their state’s contract with the 
CDC. 

According to 2014 federal guidance from CMS and CDC to states, CHIP programs must pay in advance on a 
quarterly basis for vaccines sent to providers that will be administered to separate CHIP children. The program 
is complex, but does leverage CDC funding to lower costs of vaccines in state-only CHIP plans. One state that 
covers approximately 41,000 children in its CHIP program estimates a savings of about $1 million annually for 
vaccines purchased from the CDC. 

Leveraging Buying Power across Agency and State Lines 
to Lower Drug Costs 
States have a history of coordinating public purchases and extending their buying power to harness discounts 
through the bulk-purchase of drugs and medical supplies.2  Interest in coordinating purchasing has been 
heightened by California Gov. Gavin Newsom’s recent executive order requiring the state to pool its purchasing 
power to lower prescription drug costs. 

Multi-State Purchaser Models 
Since 1985, the Minnesota Multistate Contracting Alliance for Pharmacy (MMCAP) has worked with state 
procurement systems in all 50 states and serves as a purchasing cooperative to negotiate manufacturer and 
wholesaler discounts for governmental facilities and agencies. This is a bulk-purchasing program – not a program 
of negotiated rebates. There is no membership fee, eligible entities register with MMCAP and pay service or 
purchase-related administrative fees to MMCAP.3  

MMCAP negotiates with wholesalers for certain discounts and negotiates directly with generic and brand-name 
drug manufacturers. Members can choose from three wholesalers for order fulfillment.  Because members do not 
have to align their drug formularies, discounts are based on estimated volume. If members agree on a specific 
product over other products in a class, there can be greater discounts based on volume and moving market share 
to a preferred product. MMCAP has found that it is very difficult for different facilities and/or agencies to agree to a 
common formulary or to a list of preferred drugs within a category or class of drugs. MMCAP purchases a variety of 
supplies for health facilities in addition to drugs. For drugs, MMCAP contracts with wholesalers.4    

Multi-State Rebate Negotiation Models 
States across the country have historically joined together to negotiate higher drug rebates in their Medicaid 
programs. While these programs are exclusive to Medicaid, they showcase a vehicle for multi-state efforts to pool 
resources to increase purchasing clout. Participating states are generally those with smaller populations that may 
not have enough staff to manage a preferred drug list and contract negotiations. Because supplemental rebates 
are voluntary, pooling resources can increase their negotiating strength. 

There are three multi-state supplemental rebate pools:  

• The National Medicaid Pooling Initiative (NMPI) started in 2003 and has 10 states currently participating; 
• Top Dollar (Top$), initiated in 2005, has seven states currently participating; and 
• Sovereign States Drug Consortium (SSDC), instituted in 2006, has 12 participating states. 

These pools negotiate rebates based on volume of pooled lives. Pools do not negotiate based on an agreement 

http://www.mmd.admin.state.mn.us/MMCAP/background/Documents/MMCAP_New_Member_App/MMCAP%20Overview%20Presentation_12022016_1.pdf
http://www.nashp.org
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of the members to treat certain drugs similarly. For example, all members agree that a drug will be taken off 
their states’ PDLs if there is no supplemental rebate. Discounts would likely be more significant if states would 
further aggregate their negotiating leverage. There is very little public information about the cost-savings 
associated with these programs, or what differentiates the two pools. 

The Northwest Consortium – A Multi-State, Multi-Payer Approach to Drug Costs 
In 2006, Oregon and Washington took a “next step” and established the Northwest Consortium to allow their 
state agencies, local governments, businesses, labor organizations, and uninsured consumers to pool their 
purchasing power to obtain better prices for prescription drugs. Administered by Moda Health and Ardon 
Health as the specialty pharmacy contractor, the multi-faceted consortium began with a discount card for point
of-service pharmacy discounts at participating pharmacies. This card enables an individual to obtain discounts 
at the pharmacy counter. Pharmacies participating in the program experienced higher customer traffic because 
of their participation. 

Today, the Northwest Consortium has a group purchase organization (GPO) and a pharmacy benefit manager 
(PBM), which operate on behalf of purchasers and payers respectively.  

Participating Oregon agencies include corrections, Medicaid, workers compensation, public employees/retirees 
and public school employees, and in Washington they include Medicaid, state employees/retirees, and workers 
compensation. Additionally, the consortium program has grown from a pharmacy-based discount card program 
and GPO, to a PBM for payers who negotiate price concession rebates with a role in the federal 340B program 
serving hundreds of safety net providers in the consortium.5   

Participating employer groups enroll employees in the discount card program or use the Northwest Consortium 
PBM function to manage the pharmacy benefit for employer groups. The consortium’s PBM provides 100 
percent transparency – the manufacturers’ rebates are passed through in full to payers in the consortium.  

In 2017, the Northwest Consortium served more than 1 million covered lives and administered $800 million in 
volume.6   The consortium is currently looking for ways to expand participation. 

Sole-State, Multi-Agency Drug Purchasing Models 

The Washington State Health Care Authority, the largest purchaser of health care in the state, administers the 
Washington Prescription Drug Program (WPDP). The program coordinates the pharmacy benefit for Medicaid, 
state employees/retirees, school employees, and the workers compensation program. These state agencies also 
participate in the Northwest Consortium. All agencies use a unified preferred drug list, or formulary, called the 
Washington Preferred Drug List. The Medicaid Drug Utilization Review Board serves as the program’s pharmacy 
and therapeutics (P&T) committee. P&T committees generally review drugs to determine if they should be 
covered and can make recommendations addressing how they should be covered – only for certain conditions, 
or with prior authorization, for example. In addition to managing costs for multiple health coverage programs 
through negotiating manufacturer, wholesaler or pharmacy discounts, the program also develops treatment and 
prescribing protocols to optimize care and treatment as well as manage costs. The treatment protocols apply to 
participating state programs and are widely available to providers in the community.  

California operates both purchaser and payer drug programs. These programs are run by several state departments 
and local governmental programs. The Department of General Services (DGS) and the Department of Health Care 
Services are tasked with responding to the Governor’s Executive Order N-01-19. The Department of Health Care 

https://www.hca.wa.gov/
http://www.nashp.org
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Services will move the Medi-Cal (Medicaid) pharmacy benefit out of individual managed care organizations into 
its fee-for-service program and negotiate supplemental rebate agreements with manufacturers based on a larger 
group of covered lives.7  Prior to implementation of the governor’s order, Medi-Cal lives were distributed among 
Medi-Cal contracting MCOs, and each MCO negotiated separately for manufacturer rebates or relied on MCO-
specific PBM contractors to obtain drug rebates.  

Part of the governor’s charge was placed on the DGS, in consultation with the California Pharmaceutical 
Collaborative (CPC). DGS coordinates the multi-agency CPC, which acts as a statewide workgroup of the DGS 
Statewide Pharmaceutical Program California. The CPC is tasked with the following responsibilities: 

•		 Coordinate best-value clinical treatment protocols among collaborative members. 
•		 Leverage state, local, and other government efficiencies and methodologies to achieve best-value 
 

procurement, purchasing, and negotiation with manufacturers for discounts on pharmaceuticals.
 

•		 Establish and monitor performance and quality standards for protocols, guidelines, and contracts created 

for member agencies. 
•		 Work with member departments to track state expenditures on specific high-cost drugs to inform the 

budget process. 
•		 Recommend high-cost pharmaceuticals for cost-value review by independent research organizations. 
•		 Track new pharmaceuticals under US Food and Drug Administration (FDA) review, those likely to come out 

onto the market in the near future, and those that may become high-cost drugs. 
•		 Act as a discussion forum where pharmaceutical issues of interest can be identified and addressed. 

The executive committee of the collaborative includes the departments of Corrections, Veterans’ Affairs (CalVets), 
Health and Human Services, Finance, as well as the Government Operations Agency, and the Labor and 
Workforce Development Agency. 

Other state and local government agency collaborative participants include the Department of Industrial 
Relations, Association of Counties, State University System, Covered California (the ACA Exchange program), 
Department of Managed Care, Department of State Hospitals, Department of Developmental Services, University 
of California system, and state retirees (CalPERS). By law,8  the departments of corrections and rehabilitation 
(California Correctional Health Care Services and Division of Juvenile Justice), state hospitals (psychiatric), and 
developmental services must participate in a joint purchasing program. Other state and local governmental 
agencies can participate voluntarily. Other agencies that have elected to participate include the State University 
System, the Department of Public Health, and the Emergency Medical Services Authority.   

Available information indicates that the collaborative purchases drugs for participating agencies at 63 percent to 
69 percent off “suggested wholesale price,” which is the price at which manufacturers suggest that wholesalers 
sell to retail pharmacies. The participating agencies then dispense directly to their patients.  

All participants (except corrections) employ a unified formulary – the participants agree to use the products 
that are part of the procurement. Unified formularies and a commitment to prefer the use of certain drugs over 
therapeutic alternates are important to assure a drug wholesaler or manufacturer that a certain level of volume 
or market share will be utilized by the CPC. Guaranteeing a certain level of market share is what motivates the 
wholesaler or manufacturer to offer better discounts than would occur in the absence of any attempt by the 
group of purchasers to buy and use quantities of a product independently.    

DGS uses a group purchasing organization (GPO) vendor, (currently Managed Health Care Associates) as a broker 
for generic and some branded prescription products. Additionally, the state negotiates purchase contracts 
directly with wholesalers and manufacturers and participating state departments purchase desired quantities 
at the negotiated contract price directly from the supplier (similar to the MMCAP program). Program volume 
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was $300 million in 2013.9  DGS also contracts with PBMs that negotiate rebates from manufacturers on behalf of 
many covered lives. 

Participating departments conduct a joint procurement for a PBM service that manages claims processing, and 
other routine PBM functions on behalf of health plan payers. The current PBMs are Magellan and InMedRx. These 
PBMs provide full pharmacy services to the California Department of Corrections and Rehabilitation (CDCR) adult 
parolee program and re-entry program, and offer alternative fill services for CDCR’s Juvenile Justice and Adult 
Operations and CalVet homes. The Office of AIDS’ AIDS Drug Assistance Program also coordinates with DGS to 
procure PBM services for their clients.  Contracts are either bid or negotiated, per DGS authority.10     

Massachusetts was the first statewide initiative to privatize, standardize, and consolidate multiple pharmacy care 
entities within a state to improve cost-effectiveness while retaining state oversight, control, and accountability. 
Established in 1992, the Massachusetts State Office of Pharmacy Services (SOPS) administers pharmacy services 
for about 50 state facilities for the departments of Public Health, Corrections, Developmental Services, and Mental 
Health, sheriffs, and soldiers’ homes. SOPS contracts with CompleteRx to operate the pharmacy services, which 
includes drug purchasing. This office also runs a naloxone purchasing and payer discount program for state offices 
and agencies, including local law enforcement. 

Like Massachusetts, many states have a designated agency that coordinates the purchase of drugs to greater or 
lesser extents – particularly for state run-facilities. There are also some states where opioid reversal agents are 
purchased (or contracted for discounts) from an agency other than a state’s pharmacy procurement agency.  

Louisiana’s health department is partnering with its Department of Corrections in a unique procurement11   
process exclusively for hepatitis C drugs. The state plans to contract for the direct purchase of one or more new 
hepatitis C treatments at a discounted price from one or more manufacturers. The procurement budget will be 
equal to what the state currently spends on hepatitis C treatment for its Medicaid and corrections populations 
(gross costs before rebates). The Medicaid part of the initiative will be handled through rebates on drugs 
dispensed, following the normal Medicaid rebate process. In a year when the spending cap is exceeded, all 
products dispensed after the cap is met are rebated at 100 percent. The corrections portion will run through 
the 340B program and the unit price of the product may have to be lowered if and when corrections reaches its 
budgeted spending limit. About 16 states already access 340B pricing for their corrections departments through 
agreements with state-operated 340B clinics or hospitals. The winning contractors will also support the states’  
efforts to increase the number of people treated each year through expanded community outreach and provider 
training, in addition to other strategies. The states describe this concept as a subscription model similar to Netflix 
– for a set fee, a state can use as much hepatitis C drugs products to treat as many people as needed in a month. 

While Louisiana’s program specifications are not yet finalized, the goal is to procure as much product as possible 
to treat as many people as possible at what would essentially be a bulk-purchase price. Three manufacturers have 
submitted bids and one has been selected. The state is implementing the program, which does not require federal 
Medicaid waivers. 

Leveraging Public and Private Payers to Limit Health 
System Cost Growth 
The strategies laid out in this paper identify ways that states can break down the silos of purchasing power to work 
collaboratively to negotiate or establish better prices for health care services and prescription drugs. However, 
states also bear responsibility, primarily through their legislatures and departments of insurance, to protect 
consumers who buy coverage in the commercial market. 

https://www.mass.gov/service-details/state-office-for-pharmacy-services-sops
http://ldh.la.gov/index.cfm/newsroom/detail/5018
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Unrelenting growth in health care costs means increases in insurance premiums, not just state spending.  
About one-third of states operate their own health insurance exchanges, working to provide affordable 
coverage for enrollees. States also play critical roles as bully pulpits, conveners, and regulators and can work 
to achieve statewide policies to address costs across all payers – public and private. States join or partner with 
business purchasing collaboratives and related groups and they enact legislation to advance more global 
approaches to cost containment. The earliest examples include hospital all-payer rate-setting commissions, 
which once operated in several states and still exists in Maryland. Newer iterations include establishing 
“global budgets” or expenditure caps for all state health care spending. 

Maryland’s All-Payer Rate Setting – Moving to Total Cost of Care 
On Jan. 1, 2014, Maryland and CMS entered into a new initiative to improve quality of care and reduce costs for all 
payers by restructuring Maryland’s 30-plus year-old, unique all-payer rate-setting system for hospital services. The 
state converted its hospital payment system from traditional fee-for-service to a global system, in which hospital 
total revenue for all payers is set at the beginning of the year. The premise behind global hospital payments is 
simple – providing fixed, predictable revenues gives hospitals flexibility to invest in care and health improvement 
activities that reduce avoidable utilization and improve value for consumers and purchasers.12  

Maryland’s Health Services Cost Revenue Commission (HSCRC), the state’s hospital rate-setting authority, helped 
lead the state’s all-payer model in setting global hospital payments for this payment reform initiative. HSCRC set 
the annual hospital cost growth rate ceiling for all payers at 3.58 percent, which is equal to the long-term growth 
rate for the state’s economy. The actual growth was much lower – 1.47 percent in 2014 and 2.31 percent in 2015.13   
The state was also able to achieve its promised $330 million in Medicare cost savings ahead of the originally 
forecasted five years. Although the initiative targeted hospital costs, the state also monitored non-hospital costs 
and saw those costs rise. Hospitals shifted some patients to home health care services or skilled nursing facilities, 
however, an evaluation of the initiative found that hospital cost savings exceeded non-hospital cost increases, so 
payers did save money overall. 

Maryland’s all-payer model successfully reduced unnecessary readmissions and hospital-acquired conditions, while 
decreasing the growth in hospital cost per capita. However, its focus was limited to hospitals and an evaluation 
indicated that the model did not sufficiently provide for comprehensive coordination across the entire health care 
system. Because of this limitation, CMS required Maryland to develop a new model that encompasses all of the 
health care that patients receive in a community, both inside and outside hospitals.14    

In launching the new, broader-scoped model designed to address Total Cost of Care (TCOC), Maryland needed 
to align incentives to encourage non-hospital provider participation. The state negotiated an amendment to its 
agreement with CMS to qualify the model as an Advanced Alternative Payment Model (AAPM) under the CMS 
Quality Payment Program, which was established under the Medicare Access and CHIP Reauthorization Act of 
2015 (MACRA). Providers who participate in Maryland’s Care Redesign Programs became eligible for an incentive 
payment from the federal government beginning in 2018. 

Building on its success in achieving quality improvements while reducing hospital costs and armed with MACRA 
incentives for non-hospital providers participating in the state’s TCOC model, Maryland launched this next phase in 
January 2019. The following key elements of the TCOC model are designed to achieve a patient-centered system: 

•		 Care will be coordinated across both hospital and non-hospital settings, including mental health and long
term care. 

•		 The model will invest resources in patient-centered care teams and primary care enhancements. 
•		 Maryland will set a range of quality and care improvement goals. Providers will be paid more when patient 
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outcomes are better. 
•		 Maryland will set a range of population health goals addressing opioid use and deaths, diabetes, and other 

chronic conditions. 
•		 State flexibility will facilitate programs centered on the unique needs of Marylanders, the provider 


community, geographic settings, and other key demographics.   


The Vermont Green Mountain Care Board 
Vermont has a long history of advancing public-private collaboration to address health care and rein in costs. 
Initially piloted in 2003, the Blueprint for Health, launched a primary care medical home model that included a 
2007 mandate requiring private payers to participate in the model, and an agreement negotiated with CMS to 
include Medicare.15   Today, Medicare, Medicaid, commercial payers, and some self-funded plans participate in the 
Blueprint and over 90 percent of Vermont’s primary care practices receive per-member-per-month payments to 
participate in the model.16   Vermont has documented a significant reduction in cost growth under the Blueprint, 
while expenditures have risen at a rate of 3 percent annually for non-attributed populations, the rate increase has 
held at 2.4 percent for those attributed to the Blueprint.17   

In 2011, Vermont created the Green Mountain Care Board (GMCB) – an independent, public agency established to 
improve population health, reduce health care spending, improve patient experiences, and simplify health care 
financing and delivery. The GMCB is governed by five members appointed by the governor and legislature to six-
year terms, and now has 27 staff.18  

When the GMCB was created, Vermont was searching for solutions to increase access to care, but with health care 
costs escalating at an annual rate of 6.5 to 8.5 percent, the state also recognized that it must address cost if any 
access improvements were to be sustainable.19  In this context, the GMCB was established under Chapter 220 and 
granted broad authority over many aspects of Vermont’s health care system in order to control cost growth. The 
legislation authorizes the GMCB to:  

•		 Set provider payment rates; 
•		 Develop, implement, and evaluate the effectiveness of payment and delivery system reforms; 
•		 Develop and maintain a system for evaluating health care performance and quality; 
•		 Promulgate rules to achieve payment reform and cost-containment; and 
•		 Review and approve health information technology and workforce development plans.20 

The GMCB’s work falls into four buckets: 
•		 Health insurance rate review; 
•		 Review of certificate of need submissions; 
•		 Review of hospital and accountable care organization (ACO) budgets; and 
•		 Advancement of health system reform efforts designed to promote cost containment and value over 
 

volume. 
 

The board works diligently on these tasks, for example, in 2018, the GMCB reduced insurer premium increases by 
$21.4 million for plan year 2019. The GMCB also issued reports examining the primary drivers of pharmaceutical 
spending in the state and one that examines health care expenditures across Vermont’s Medicare, Medicaid, and 
commercially-insured populations.21   

Much of the GMCB’s recent attention has focused on implementation of an all-payer ACO model that includes 
Medicare, Medicaid, and commercial payers. The goal of the model is to maintain average annual cost-growth at 
3.5 percent per capita, with a 4.3 percent growth ceiling. In addition, the state is committed to maintaining cost 
growth for Medicare beneficiaries at 0.2 percent below the national average. The all-payer model is currently being 
implemented in one ACO and involves Medicare, Medicaid, and individual market products sold by Blue Cross Blue 
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Shield of Vermont (the state’s largest commercial insurer). Vermont expects to grow the model over a five-year 
span and anticipates that 70 percent of its population will be attributed to an all-payer ACO by 2022. 
Act 113, enacted in 2016, mandates that the GMCB conduct certification and regulation of ACOs, with the 
authority to review and approve the budget of any ACO with more the 10,000 attributed lives. Under the all-
payer model, payers and the GMCB set a population-based payment rate with payments made prospectively to 
participating ACOs, and reconciled at the end of each year. The payment calculation also includes a calculation 
to mitigate any actions Vermont may take to address cost shift caused by low Medicaid payments. While some 
economists have made the case that refutes  cost shifting , Vermont’s policy recognizes the potential for cost 
shifting if and when providers divert uncompensated or under-compensated care costs to payers with a more 
robust reimbursement structure. The all-payer model discounts any increases in Medicaid to address payment 
differentials from the ACO’s financial cap. The GMCB must report on cost shifts, including any effects of the all-
payer model on cost shift in the state.22     

In addition to advancing cost growth targets under the all-payer model, the GMCB works closely with Vermont’s 
12 hospitals to set an annual growth target. The target is based on the net patient revenue received by a hospital, 
calculated in terms of all hospital revenue minus costs of uncompensated care and patient “discounted” prices 
as negotiated with payers. If any hospital cannot sufficiently justify growth in excess of these targets, the GMCB 
has authority to issue court orders or to place an assessment on those hospitals with unreasonable costs. Since 
2015, annual targets have ranged from an average of 1.7 percent growth in 2017 to 6.8 percent in 2015. For 2019, 
targets range from 2.3 to 5 percent, averaging 2.7 percent across all hospitals.23   

The GMCB’s broad authority puts it in a unique position to leverage its powers to advance comprehensive cost 
containment strategies coordinated across payers, providers, and health reform initiatives. The GMCB itself has 
suggested that its work related to implementation of an all-payer ACO model serve as a means to better integrate 
its “core regulatory responsibilities,” including hospital budget review and insurance rate review,24 recognizing 
that aggressive regulation of both is necessary to understand and achieve its cost targets. Ultimately, the GMCB 
envisions that its efforts will help draw connections between disparate aspects of health care spending in the 
state. 

Massachusetts – All-Payer Cost Growth Targets 
In 2012, a Massachusetts law (Chapter 224 of the Acts of 2012) was enacted to provide a framework to control 
health care spending, which included establishing a health care cost growth benchmark – a statewide target for 
the rate of growth of total health care expenditures (THCE). Chapter 224 also created two independent agencies 
– the Health Policy Commission (HPC) and its sister agency the Center for Health Information and Analysis (CHIA) 
– charged with monitoring and enforcing health care costs trends, price variation, cost growth at individual health 
care entities, and scrutinizing health care market power. 

The goal of setting a THCE cost growth benchmark was to keep health spending across payers and providers in line 
with the state’s long-term economic growth rate. Without intervention, the THCE was expected to out-pace the 
state’s overall economic growth rate. Chapter 224 set the health care cost benchmark for the first five years at 3.6 
percent, equal to the state’s potential gross state product rate (PGSP), which was established by state leadership 
with input from outside economists. For Years 6 through 10, the law established the health care cost benchmark 
at PGSP minus 0.5 percent or 3.1 percent and gave HPC authority to adjust the benchmark up to 3.6 percent. For 
later years (10-20), the benchmark established by the legislature at PGSP, though HPC has authority to modify it to 
any amount. Data shows that from 2012 through 2017, the annual growth averaged 3.2 percent, which is below 
the state’s THCE benchmark of 3.6 percent during that time period. Notably, early data indicates total health care 
spending from 2016-2017 was 1.6 percent, which is significantly below the benchmark.   
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Annual growth in total health care expenditures per capita in Massachusetts
 


Notes: 2016-2017 spending growth is preliminary.
 

Sources: Center for Health Information and Analysis Annual Report, 2018
 


The law provides tools for monitoring and oversight. CHIA collects and analyzes spending data from Massachusetts 
payers and publishes the state’s THCE from the previous year’s performance against the benchmark in an annual 
report. This report contributes toward the information shared during the state’s Annual Health Care Cost Trends 
Hearing that is convened by HPC and cohosted with CHIA and the state’s Attorney General’s Office. HPC has 
authority to compel the executives representing hospitals and health plans to testify under oath during the public 
hearing on their efforts to meet the benchmarks. These public hearings, initiated by the governor, have become an 
annual “check in” to assess the states performance on the THCE collectively. 

Following the initial report and the public hearing, CHIA, having collected and analyzed more payer information, 
is able to provide HPC with a confidential list of providers and payers that have exceeded the cost growth 
benchmark. HPC follows up with the named entities to obtain more information, such as contracts and utilization 
trends, to better understand why spending may have been high to decide if the entity is excessively contributing 
to cost growth. By law, HPC can require a public performance improvement plan that gives entities determined to 
be excessively contributing to the cost growth 18 months to get their spending in line. To date, HPC has not had 
to use this enforcement tool. Payers and providers identified with higher spending have participated in private 
negotiations with HPC and taken actionable steps to get their cost growth in line. 

Also within the scope of monitoring health system performance, HPC reviews payer and provider mergers and 
consolidations. Although HPC does not have regulatory authority, nor can it block a transaction, the agency can 
conduct a complete review of the potential implications of a merger based on overall health cost and quality. To 
obtain a more complete picture on behalf of the public’s interest, HPC can compel entities seeking to merge to 
share information, such as a board reports, internal data analyses, and more. If the agency’s review raises concerns, 
HPC can refer its report to the state’s attorney general to specify conditions for a merger, including price cap 
restrictions. Short of that, sometimes HPC’s review can prompt targeted questions that require merging entities 
to develop specific goals with actionable measures for quality or population health that they may not have done 
otherwise. 

In addition to ensuring that the average annual growth of THCE stays below the state’s benchmark, data shows 
that commercial spending growth in Massachusetts has been below the national rate since 2013, which correlates 
with Chapter 224’s enactment. Slowing the rate of commercial health care cost increases has generated billions in 
avoided spending. Massachusetts residents have benefited from a 2 percent wage increase that – without slowing 
the health care cost rate increase – would have resulted in residents losing wages (by 1 percent) by spending more 
on health care. Residents’ increased wages have also meant an additional $350 million to the state through its 
income tax. 
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Annual growth in commercial spending per enrollee, MA and the United States, 2006-2017
 


Notes: US data includes Massachusetts. US and MA figures for 2017 are preliminary. 
Sources: Centers for Medicare and Medicaid Services, National Health care Expenditure 
Accounts Personal Health Care Expenditures Data (U.S. 2014-2017) and State Health care 
Expenditure Accounts (U.S. 2000-2014 and MA 2000-2014); Center for Health Information 
and Analysis Annual Report TME Databooks (MA 2014-2017). 

Oregon – Moving to All-Payer Cost Benchmarks 
Oregon is seeking to follow Massachusetts’s lead and establish a statewide cost benchmark program for all 
payers, but so far has only done this for the state’s coverage programs. In 2010, the Oregon Health Authority 
(OHA), in collaboration with its nine-member oversight entity, the Oregon Health Policy Board (OHPB), 
produced Oregon’s Action Plan for Health,25  which not only identified goals for improving health and 
increasing quality of care, but also for lowering the rise of health care costs. One of the action plan’s strategies 
requires the state to “align public purchasing, reduce administrative costs, and change how we pay, establish 
value-based payments, and set budgets.” With broad political and stakeholder support, Oregon reorganized 
agencies to align and consolidate its health care programs 
— including Medicaid, public health, behavioral health, and 
Public Employee Benefit Board (PEBB) and Oregon Educators 
Benefit Board (OEBB) — under the OHA. As a result, OHA is 
responsible for purchasing health care services for one in 
three Oregonians, which laid the foundation for additional 
reforms. 

Oregon designed and in 2012 launched its Coordinated Care 
Model (CCM) to serve Medicaid enrollees with the goals 
of streamlining and integrating delivery of care, further 
emphasizing primary care and prevention, and reducing 

Oregon Health Authority purchases health 
care services for: 

1 million enrolled in the Oregon Health 
Plan (Medicaid) 
150,000 state and university employees/ 
families (PEBB)


150,000 K-12 and community college 
 
employees/families (OEBB) 

Source: OHA Data, Feb. 1, 2019 
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the growth rate in health care spending. Through its Section 1115 Demonstration waiver that supports CCM 
transformation, the state committed to a 3.4 percent per capita annual growth rate in Medicaid and reported 
a savings of $2.2 billion between 2012- 2017.26  From 2013 through 2017, OHA also based PEBB and OEBB 
budgets on a 3.4 percent per capita growth rate cap. The graphic below shows that Oregon expects to save 
$700 million in general funds over the next two biennia by holding the per capita growth rate to 3.4 percent 
as compared to the projected US health care growth rate of 5.5 percent. The state legislature incorporated 
the growth rate cap into statute, with an effective date of 2020 for all payers – public and private. In 2018, 
building on the success of OHA’s capped growth rate, a state legislative task force recommended creating a 
statewide benchmark program to move to a total cost of care focus and establish a cost growth target across 
all markets, expanding beyond state programs. 

Oregon Medical Plans Expenditures and Savings
 


Oregon officials credit their cost growth rate with creating alignment around a goal and multiple programs 
working in a common direction with a shared context for decision-making. The growth rate cap helps to force 
analysis and conversations across payers to understand what is driving costs and has helped to lead to a better 
understanding of data and identify additional data needs. To date, the cost growth cap has also encouraged 
Oregon’s CCOs to agree on a 2.7 percent general fund  increase and those with advanced hospital alternative 
payment methodologies have even lower trends, including two CCOs that had negative trends. The state is looking 
forward to the statewide cost growth benchmark to encourage broader alignment across other public entities, 
local governments, and individual and small group markets. 
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Delaware Health Care Cost Commission 
Delaware is consistently ranked high among states for health care spending — with health care costs 27 percent 
higher than national averages. To address growing concerns over this cost trend, the legislature passed a joint 
resolution in September 2017 granting authority to the Secretary of the Department of Health and Social Services 
(DHSS) to study and plan for the establishment of an annual growth rate for total costs of care in Delaware.27  In 
February 2018, the governor further supplemented this work with the creation of an advisory committee to 
discuss the establishment of health care spending and quality benchmarks.28  After a series of reports, stakeholder 
meetings, and solicitation of public feedback, their work culminated in the recommendation that Delaware establish 
an annual target growth rate for payers and providers tied to the potential gross state product (PGSP) as well as a 
series of benchmarks to monitor quality of health care services. 

Following these recommendations, the governor issued an executive order in November 2018 codifying the growth 
rate target with a spending benchmark tied to PGSP to be monitored across all payers and providers in the state. 
The order set the benchmark at 3.5 percent, 3.25 percent, 3 percent, and 3 percent for 2020, 2021, 2022, and 2023 
respectively, though the order also allows for annual review and modification of the benchmark pending major 
unanticipated changes to economic factors, such as dramatic shifts in the labor market or the state’s economy. Cost 
growth will be measured based on an assessment of the total medical expenses incurred by Delaware residents 
for all services and the net cost of private health insurance. The order also established a subcommittee under the 
Delaware Economic and Financial Advisory Council (DEFAC) to oversee the benchmark and to advise the governor 
on current and projected trends in health care. In addition, the order tasks the Delaware Health Care Commission 
(HCC), an independent public instrumental, with setting a series of quality benchmarks designed to promote 
affordable, quality health care in the state. These benchmarks include measurement of: 

• Emergency department utilizations; 
• Opioid-related overdoses; 
• Residents per 1,000 with overlapping opioid and benzodiazepine prescriptions; 
• Prevalence of adult obesity and tobacco use; Physically active high-school students; 
• Statin-therapy for those with cardiovascular disease; and 
• Persistence of beta blockers for post-heart attack treatments. 

The order requires the DHCC to issue an annual report on both the spending and quality benchmarks, with data 
broken down by insurance markets (e.g., commercial, Medicare, and Medicaid), individual payer, and by large 
provider groups (defined as providers with a minimum of 5,000 Medicare lives or a minimum of 10,000 Medicaid 
or commercial lives).29,30  Legislation gives DHCC the necessary authority to monitor cost trends and collect data to 
support any of its initiatives.31  As part of its evaluation, payers are expected to report summary data documenting 
member attribution to primary care facilities, non-claims spending (e.g., capitated provider payments) and spending 
on major service categories including hospital inpatient and outpatient, primary care, specialty care, long-term care, 
retail pharmacy, and other professional services. 

Payer data will be collected from the state’s largest insurers (Aetna, AmeriHealth Caritas, Cigna, Highmark Blue 
Cross Blue Shield, and United Healthcare), CMS, and the US Department of Veterans Affairs, with supplemental data 
provided by CDC to aid in assessment of quality benchmarks related to obesity, physical activity, opioid deaths, and 
tobacco use. The first public spending and quality benchmark reports from DHCC are expected to be published 
in fall 2020. While current law does not enable the assessment of penalties when benchmarks are not met, the 
state plans to use public reporting of payer and hospital performance against the cost and quality benchmarks to 
facilitate additional discussion about the direction of health care in the state. 
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Supported by a grant from the Peterson Foundation, Brown University’s School of Public Health recently released 
a study of cost trends in the state, developed with an 18-member steering committee of public and private 
stakeholders jointly led by the state’s health insurance commissioner, the CEO of the state’s largest insurer, and a 
provider CEO. The state’s all payer claims database provided key information about cost and utilization drivers to 
inform the work. The steering committee has signed a compact committing to containing health care spending. 

On the heels of the study’s release, RI Gov. Gina Raimondo signed an executive order establishing a 3.2 percent 
growth target for health care spending. The executive order charges the state’s Office of Health Insurance and the 
Executive Office of Health and Human Services to engage providers, insurers, and community partners and issue 
annual reports to track the state’s progress in meeting health spending targets. 

Conclusion 
States are increasingly looking beyond individual agencies and programs to harness the significant potential of 
their collective buying power. State dollars fund Medicaid, state employee health plans, health services in mental 
health facilities, public hospitals, and corrections, and fund health coverage for employees of university systems, 
municipalities, and schools. Combined, that collective buying power can be a powerful tool to negotiate better 
prices in an increasingly consolidated health care system. But in many states today, each program is administered 
separately. Crossing these organizational silos – while respecting individual organizational cultures and priorities 
– can be challenging. Some states have taken on that challenge by establishing new administrative structures to 
 
increase collaboration, coordination, and co-location of services and consolidate purchasing.
 


State employee health benefit plans are leveraging Medicare prices by advancing strategies to base hospital pricing 
on Medicare’s well-established rates. Following Montana’s success, North Carolina, Connecticut, and Washington 
State are proposing reference-based approaches.  Other states, including Maine, are leveraging Medicaid’s drug 
rebates to provide an affordable prescription drug option for low-income, non-Medicaid-eligible residents. 

California’s newly elected governor has raised the profile of multi-agency collaboration by proposing to consolidate 
prescription drug purchasing of public payers and ultimately allow local governments and the private sector to 
buy into the program. Multi-state collaboratives have long negotiated rebates on behalf of Medicaid programs and 
the Northwest Consortium has expanded that model to provide lower prescription drug prices for state agencies, 
local governments , businesses, labor unions, and uninsured residents. In Washington State, public agencies work 
together through a unified drug formulary to lower drug prices, coordinating drug-purchasing programs for 
Medicaid, state employee health plans, schools and workers’ compensation programs through a single agency. Since 
1985, the Minnesota Multistate Contracting Alliance for Pharmacy has purchased drugs and other medical supplies 
in bulk on behalf of public health facilities in all 50 states. 

Based on these experiences – and faced with continuously rising health care costs – state leaders are conducting 
re-energized discussions about how to think and act across traditional agency boundaries to harness their 
collective purchasing power to lower the health care price trajectory. Several states have gone further, establishing 
mechanisms to control all health care spending in a state. 

•		 Maryland has a long-standing, all-payer hospital rate-setting commission. 
•		 Vermont’s Green Mountain Care Board was an early leader in consolidating state regulatory functions and 
 

setting growth limits.
 

•		 The Massachusetts Health Policy Commission sets and monitors statewide health care cost growth targets, and 
 

Delaware, Rhode Island, and Oregon have followed with similar strategies. 
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This work represents a new and important wave of state activity designed to curb costs by harnessing all the 
public dollars spent on health care and by coordinating public and private payers to limit cost growth. The 
National Academy for State Health Policy will continue to work with state leaders to build on this momentum 
and advance meaningful state-based reforms to address health care costs. 

Next Steps: NASHP invites state reviewers to submit comments to NASHP Executive Director Trish Riley at 
triley@nashp.org. 
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ABSTRACT 

• 	 Issue: When discussing universal health insurance coverage in the United States, policymakers 
often draw a contrast between the U.S. and high-income nations that have achieved universal 
coverage. Some will refer to these countries having "single payer" systems, often implying they 
are all alike. Yet such a label can be misleading, as considerable differences exist among universal 
health care systems. 

• 	 Goal: To compare universal coverage systems across three areas: distribution of responsibilities 
and resources between levels of government; breadth of benefits covered and extent of cost-
sharing in public insurance; and role of private insurance. 

• 	 Methods: Data from the Organisation for Economic Co-operation and Development, the 
Commonwealth Fund, and other sources are used to compare 12 high-income countries. 
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• 	 Key Findings and Conclusion: Countries differ in the extent to which financial and regulatory 
control over the system rests with the national government or is devolved to regional or local 
government. They also differ in scope of benefits and degree of cost-sharing required at the 
point of service. Finally, while virtually all systems incorporate private insurance, its importance 
varies considerably from country to country. A more nuanced understanding of the variations in 
other countries' systems could provide U.S. policymakers with more options for moving forward. 

Background 

Despite the gains in health insurance coverage made under the Affordable Care Act, the United 
States remains the only high-income nation without universal health coverage. Coverage is universal, 
according to the World Health Organization, when "all people have access to needed health 
services (including prevention, promotion, treatment, rehabilitation, and palliation) of sufficient 
quality to be effective while also ensuring that the use of these services does not expose the user to 
financial hardship."1 

Several recent legislative attempts have sought to establish a universal health care system in the U.S. 
At the federal level, the most prominent of these is Senator Bernie Sanders' (I-Vt.) Medicare for 
All proposal (S. 1804, 11 Sth Congress, 2017), which would establish a federal single-payer health 
insurance program. Along similar lines, various proposals, such as the Medicare-X Choice Act from 
Senators Michael Bennet (D-Colo.) and Tim Kaine (D-Va.), have called for the expansion of 
existing public programs as a step toward a universal, public insurance program (S. 1970, 11 Sth 
Congress, 2017). 

At the state level, legislators in many states, including Michigan (House Bill 6285),2 Minnesota 
(Minnesota Health Plan),J. and New York (Bill A04738A)! have also advanced legislation to move 
toward a single-payer health care system. Medicare for All, which enjoys majority support in 42 
states, is viewed by many as a litmus test for Democratic presidential hopefuls.5. In recent polling, a 
majority of Americans supported a Medicare for All plan.2 

Medicare for All and similar single-payer plans generally share many common features. They 
envision a system in which the federal government would raise and allocate most of the funding for 
health care; the scope of benefits would be quite broad; the role of private insurance would be 
limited and highly regulated; and cost-sharing would be minimal. Proponents of single-payer health 
reform often point to the lower costs and broader coverage enjoyed by those covered under 
universal health care systems around the world as evidence that such systems work. 

Other countries' health insurance systems do share the same broad goals as those of single-payer 
advocates: to achieve universal coverage while improving the quality of care, improving health 
equity, and lowering overall health system costs. However, there is considerable variation among 
universal coverage systems around the world, and most differ in important respects from the 
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systems envisioned by U.S. lawmakers who have introduced federal and state single-payer bills. 
American advocates for single-payer insurance may benefit from considering the wide range of 
designs other nations use to achieve universal coverage. 

This issue brief uses data from the Organisation for Economic Co-operation and Development 
(OECD), the Commonwealth Fund, and other sources to compare key features of universal health 
care systems in 12 high-income countries: Australia, Canada, Denmark, England, France, Germany, 
the Netherlands, Norway, Singapore, Sweden, Switzerland, and Taiwan. We focus on three major 
areas of variation between these countries that are relevant to U.S. policymakers: the distribution of 
responsibilities and resources between various levels of government; the breadth of benefits covered 
and the degree of cost-sharing under public insurance; and the role of private health insurance. 
There are many other areas of variation among the health care systems of other high-income 
countries with universal coverage - such as in hospital ownership, new technology adoption, 
system financing, and global budgeting - that are beyond the scope of this discussion. 

System Organization 

A common misconception among U.S. policymakers and the public is that all universal health care 
systems are highly centralized, as is the case in a true single-payer model. However, across 12 high-
income countries with universal health care systems, centralization is not a consistent feature. Both 
decision-making power and financing are divided in varying degrees among federal, 
regional/provincial, and local governments. U.S. single-payer bills give most legal authority for 
resource allocation decisions and responsibility for policy implementation to the federal 
government, but this is not the international standard for countries with universal coverage. Rather, 
there are significant variations among countries in how policies are set and how services are 
funded, reflecting the underlying structure of their governments and social welfare systems. 

Countries with universal health care typically organize their systems in one of three ways: as a 
largely federal system, as a system with centralized control but also regional flexibility, or as a 
system that devolves most control to the regional and local governments (Exhibit 1). 

Exhibit 1 

Health System Structure in 12 Countries 

Structure Country 
National 
financing 

role 

National 
policy-
setting 

Regional/Local 
financing role 

Regional/Local 
policy-setting 

Administration 

Largely federal France [a] x x Public 

Netherlands 
[b] x x 

Public funds and prer 
to competing private 
insurers 
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;:,1ngapore 
[c] 

x x Direct pay 

Taiwan [d] x x Public funds flow dirE
providers 

Central policy with 
regional flexibility 

Australia [e] x x x x Regions (in public sy~

Denmark [f] Block grants x x x Regions 

England [g] x x x Local clinical commi~
groups 

Norway [h] x x x x Municipalities 

Regional control under 
broad national 
constraints 

Canada [i] Block grants Minimal x x Provincial governme1 

Germany Lil x x x x 
Public funds flow to c 
not-for-profit insurer! 
funds) 

Sweden [k] x x x Counties/municipalit 

Switzerland 
[I] x x x 

Public funds and prer 
to competing, not-fo 
insurers 

Data: [a] Isabelle Durand-Zaleski, "The French Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth 

2017), 59-67. [b] Joost Wammes et al., "The Dutch Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonv. 

May 2017), 113-19. [c] Chang Liu and William Haseltine, "The Singaporean Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mc 

(Commonwealth Fund, May 2017), 139-45. [d] Tsung-Mei Cheng, "The Taiwanese Health Care System," in International Profiles ofHealth Care Systems, ed. E 

et al. (Commonwealth Fund, May 2017), 163-71 . [e] Lucinda Glover, "The Australian Health Care System," in International Profiles ofHealth Care Systems, ed 

Mossialos et al. (Commonwealth Fund, May 2017), 11-19. [f] Karsten Vrangbaek, 'The Danish Health Care System," in International Profiles ofHealth Care Sy 

Elias Mossialos et al. (Commonwealth Fund, May 2017), 39-47. [g] Ruth Thorlby and Sandeepa Arora, "The English Health Care System," in International Pron 

Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 49-57. [h] Anne Karin Lindahl, "The Norwegian Health Care System," in lnternatior 

Health Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 129-37. [i] Sara Allin and David Rudoler, "The Canadian Health Care System 

International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 21-30. OJ Miriam Bli.imel and Reinhard Busse, "The 1 

Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 69-76. [k] Anna H. Glennga 

Swedish Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 147-54. [I] Isabel IE 

Swiss Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 155-62. 

Source: Sherry Glied et al., Considering "Single Pay_er" Pro12.osals in the U.S.: Lessons from Abroad (Commonwealth Fund, Apr. 2019). httRs://doi.org/10.260S 

In largely federal systems, nearly all aspects are managed at the national leveL And while this type 
of system is proposed under U.S. single-payer bills, it is actually more common in smaller but 
wealthy countries, such as the Netherlands, Singapore, and Taiwan, which have populations similar 
in size to individual U.S. states, and where almost all government policies are managed and financed 
at the national leveL Among larger countries, France's health care system is one in which the 
national government plays the central role. The Netherlands makes use of private insurers as 
intermediaries between the national government and providers. 
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Countries that use the second type of health care system maintain centralized control over most 
resource allocation and policymaking but allow for some freedom at the regional and local level in 
how funds are used. These countries include Australia, Denmark, England, and Norway. 

The third type of health care system gives regional or local governments most of the authority to 
allocate resources and make policy decisions as long as they work within constraints established by 
broad national regulations. The systems in Canada, Germany, Sweden, and Switzerland all follow 
this general approach. 

In fact, Canada - often the model for single-payer advocates - does not have a national health 
insurance system at all. Instead, the provincial governments administer the system, and provinces 
receive federal financing in the form of per-capita block grants. However, the regulations that 
accompany these block grants may appear quite limiting to U.S. policymakers, placing restrictive 
bounds on the behavior of the provinces. For example, provinces are prohibited from incorporating 
any cost-sharing in their plans and must cover a broad range of health care services for all legal 
residents, including those who move between provinces. These restrictions guarantee a nearly 
uniform level of coverage across the country and limit the potential for provinces to shrink benefits 
in a race to the bottom. 

Benefits Covered by Public Insurance 

One of the most significant differences among countries with universal health care systems is the 
scope of benefits funded by the government through public insurance. All countries with universal 
health systems provide a publicly funded, basic benefits package that covers physician, diagnostic, 
and hospital services, as well as inpatient pharmaceuticals. Yet coverage for mental health care and 
outpatient pharmaceuticals, as well as the extent of cost-sharing, vary considerably among countries 
(Exhibit 2). 
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Exhibit 2 

Scope of Coverage and Point-of-Service Payments in 12 Countrie5 

Data: [a] Karsten Vrangbaek, "The Danish Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fun 

39-47. [b] Ruth Thorlby and Sandeepa Arora, "The English Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Co1 

Fund, May 2017), 49-57. [c] Miriam BIOmel and Reinhard Busse, 'The German Health Care System," in International Profiles ofHealth Care Systems, ed. Elias 

al. (Commonwealth Fund, May 2017), 69-76. [d] Lucinda Glover, "The Australian Health Care System," in International Profiles ofHealth Care Systems, ed. Eli; 

et al. (Commonwealth Fund, May 2017), 11-19. [e] Isabelle Durand-Zaleski, "The French Health Care System," in International Profiles ofHealth Care System 

Mossialos et al. (Commonwealth Fund, May 2017), 59-67. [f] Joost Wammes et al., "The Dutch Health Care System," in International Profiles ofHealth Care S) 

Elias Mossialos et al. (Commonwealth Fund, May 2017), 113-19. [g Anne Karin Lindahl, "The Norwegian Health Care System," in International Profiles ofHea. 

Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 129-37. [h] Chang Liu and William Haseltine, "The Singaporean Health Care System," in 

Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 139-45. [i] Anna H. Glenngard, 'The Swedish Health Care System 

International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 147-54. OJ Isabelle Sturny, "The Swiss Health Care~ 

International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 155-62. [k] Tsung-Mei Cheng, "The Taiwanese Heal 

System," in International Profiles ofHealth Care Systems, 2016, ed. Elias Mossialos et al. (Commonwealth Fund, 2017), 163-71. [I] Sara Allin and David Rudol! 

Canadian Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017), 21-30. 

Source: Sherry Glied et al., Considering "Single Pay_er" Prog_osals in the U.S.: Lessons from Abroad (Commonwealth Fund, Apr. 2019). httRs://doi.org/10.260S 

The first group of countries offers highly comprehensive benefits and covers most services, which 
are largely free at the point of delivery. This model most closely aligns with many single-payer bills 
in the U.S. Countries with these broad benefits packages include Denmark, England, and Germany. 
Yet even these countries have some out-of-pocket requirements. For example, all three countries 
require modest copayments for outpatient prescription drugs (averaging approximately $12.50 per 
item, with maximum caps in both Denmark and Germany).Z Additionally, there is often some cost-
sharing for dental services. Germany also requires modest copayments for inpatient care, but cost-
sharing payments are capped at 2 percent of income for most, 1 percent for those with chronic 
illnesses. 

The second group of countries offers a moderate-to-comprehensive public benefits package with 
more pervasive cost-sharing. This is the most common benefits structure, used by Australia, France, 
the Netherlands, Norway, Singapore, Sweden, Switzerland, and Taiwan. 

In contrast to both the first and second groups of countries, Canada's public system fully covers a 
narrower, basic set of benefits. Additional services are covered either publicly through provincial 
governments or through private insurance. 

As Exhibit 3 shows, these differences in the scope of benefits and cost-sharing explain the variation 
in the share of national health expenditures paid out of pocket across countries. For example, while 
most services are free at the point of care in Canada, the lack of universal coverage for 
pharmaceuticals raises the share paid out of pocket by Canadians (15%). Additionally, high cost-
sharing levels in Switzerland, Taiwan, and Singapore have led to significantly higher out-of-pocket 
spending (28%, 28%, and 37%, respectively) than other nations with similarly comprehensive public 
insurance coverage. 
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Exhibit3 

Out-of-Pocket Expenditures as a Percentage of Total National He~ 
Expenditures in 12 Countries 

II 


l!:.J Download data 

Note: Per capita health expenditures in selected countries in 2016 On U.S. dollars). 

Data: Statista, 2016, except* OECD Health Statistics, 2016, and" World Bank, 2015. 

Source: Sherry Glied et al., Considering "Single Pay_er" Pro12.osa/s in the U.S.: Lessons from Abroad (Commonwealth Fund, Apr. 2019). htt12s://doi.org/10.260S 

l.illl Add to ChartCart 

The Role of Private Health Insurance 

Under a true single-payer system, one government-run insurance carrier would finance the entire 
health care system, rendering private health insurance unnecessary. However, nearly every universal 
health care system incorporates private health insurance. The role played by private insurance varies, 
depending on three aspects of public insurance coverage: comprehensiveness of covered benefits, 
cost-sharing, and access to providers and hospitals. 

Even when they have public insurance coverage, people may choose to purchase complementary 
private health insurance to cover out-of-pocket expenses. Or they may choose to purchase 
supplementary health insurance to gain access to benefits excluded by the public insurance plan. 
Supplementary insurance also may facilitate faster, more convenient access to a wider range of 
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providers and hospitals. Canada, England, Germany, the Netherlands, Norway, Singapore, Sweden, 
and Taiwan have supplementary private health insurance. France has complementary private health 
insurance. Australia and Denmark have both. 

In Switzerland, mandatory, government-subsidized private insurance comprises the entire universal 
coverage scheme - it is the primary form of health insurance. In Australia, England, and 
Germany, some people purchase private health insurance that fully substitutes for the public 
insurance program (Exhibit 4). In Australia, the purchase of such substitute coverage is deliberately 
encouraged through tax incentives and penalties. 

Exhibit4 

Structure of Substitute Primary Private Health Insurance 

Data: [a] Lucinda Glover, "The Australian Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fune 

11-19. [b] Ruth Thorlby and Sandeepa Arora, 'The English Health Care System," in International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Co1 

Fund, May 2017), 49-57. [c] Miriam Blumel and Reinhard Busse, "The German Health Care System," in International Profiles ofHealth Care Systems, ed. Elias 

al. (Commonwealth Fund, May 2017), 69-76. 

Source: Sherry Glied et al., Considering "Single Pay_e(' Pro12.osals in the U.S.: Lessons from Abroad (Commonwealth Fund, Apr. 2019). httRs://doi.org/10.260S 

Although private health insurance plays a smaller role in most other health care systems than it 
does in the U.S., it is nowhere entirely absent (Exhibit 5). In Canada, two-thirds of the population 
holds private insurance, mainly through employers.~ In France, employer-sponsored complementary 
health insurance is ubiquitous.2 Even in Sweden, about 10 percent of adults have employer-
sponsored private insurance to ensure quicker access to specialty and elective services.10 

Exhibit 5 

Role of Private Health Insurance (PHI) and Private Health 
Expenditures in 12 Countries 

Data: International Profiles ofHealth Care Systems, ed. Elias Mossialos et al. (Commonwealth Fund, May 2017); Roosa Tikkanen, personal communication wit 


Dec. 20, 201 B; and* Statista, 2016. Per capita health expenditures in selected countries in 2016 On U.S. dollars). 


Notes: C =complementary, P =PHI as primary form of insurance, S =supplementary. t 56% complementary, 47% supplementary. f 37% complementary, 25 


supplementary. A 23% complementary, 11 % primary. 


Source: Sherry Glied et al., Considering "Single Pay_e(' Pro12.osals in the U.S.: Lessons from Abroad (Commonwealth Fund, Apr. 2019). httRs://doi.org/10.260S 

Policy Implications 

https:llwww.commonwealthfund.orglpu blicationsl20191aprlconsidering-single-payer-proposals-lessons-from-abroad 8111 

https://www.commonwealthfund.org/publications/2019/apr/considering-single-payer-proposals-lessons-from-abroad
https://doi.org/10.260S
https://doi.org/10.260S


4/19/2019 Considering Single Payer Proposals in U.S.: Lessons from Abroad I Commonwealth Fund 

Currently, single-payer bills in the U.S. tend to share the same key goals: centralizing the financial 
and regulatory structure of the system, expanding the public benefits package, and eliminating 
private health insurance entirely. However, these three features are not the norm across countries 
that have achieved universal coverage for health care. 

In contrast to single-payer proposals in the U.S., many universal health systems delegate significant 
financial and operational responsibilities to regional authorities, as long as they comply with federal 
regulations. In addition, the comprehensiveness of the universal public benefits package varies 
greatly by country. Finally, virtually every country with universal health coverage offers 
complementary, supplementary, or substitute private health insurance, which is purchased to ease 
the burden of cost-sharing, expand access to hospitals and providers, and cover benefits excluded 
under the public insurance scheme. 

Given that other countries have achieved universal health coverage using a range of strategies, U.S. 
legislators can benefit from strategically adapting and adopting aspects of these systems to the 
specific needs of the country. 

The authors thank Roosa Tikkanen of the Commonwealth Fund for extremely helpful comments. 

NOTES 

1. World Health Organization, "Health Sy:stems: Universal Health Coverag~," WHO, n.d. 

2. Michigan Legislature, "House Bill No. 6285" (State of Michigan, July 2018). 

3. Minnesota State Senate, "S.F. No. 219" (State of Minnesota, Jan. 201 7) . 

4. New York State Assembly, " Bill No. A04738A" State of New York, 201 7). 

5. D avid Weigel, "'Medicare for All' Has Broad SuP-port- but Pollsters Worry: That It Hasn't Been Tested," Washington Post, Mar. 
19, 2018. 

6. H enry J. Kaiser Family Foundation, Public Op.inion on Single-PayH, National Health Plans, and E;sp.anding Access to Medicare Coverag~ (KFF, 
Mar. 27, 2019). 

7. K arsten Vrangbaek, "The Danish Health Care Sy:stem," in International Profiles of H ealth Care Sy stems, ed. Elias Mossialos et al. 
(Commonwealth Fund, May 201 7) , 39-47; and Miriam Bliimel and Reinhard Busse, "The German Health Care Sy:stem," in International 
Profiles of H ealth Care Sy stems, ed. Elias Mossialos et al. (Commonwealth Fund, May 201 7), 69-76. 

8. Sara Allin and D avid Rudoler, "The Canadian Health Care Sy:stem," in International Profiles of H ealth Care Sy stems, ed. Elias Mossialos 
et al. (Commonwealth Fund, May 2017), 21 - 30. 

9. Isabelle Durand-Zaleski, "The French Health Care Sy:stem," in International Profiles of H ealth Care Systems, ed. Elias Mossialos et al. 
(Commonwealth Fund, May 201 7) , 59-67. 

10. Anna H. Glenngiird, "The Swedish Health Care Sy:stem," in International Profiles of Health Care Sy stems, ed. E lias Mossialos et al. 
(Commonwealth Fund, May 201 7) , 147-54. 

https://www.commonwealthfund.org/pu blications/2019/apr/considering-single-payer-proposals-lessons-from-abroad 9/11 

https://www.commonwealthfund.org/publications/2019/apr/considering-single-payer-proposals-lessons-from-abroad


4/19/2019 Considering Single Payer Proposals in U.S.: Lessons from Abroad I Commonwealth Fund 

Publication Details 

Publication Date: April 11, 2019 

Author: Sherry: A. Glied, Morgan Black, Wiley: Lauerman, Sara Snowden 

Contact: Sherry: A. Glied, Dean, Robert F. Wagner Graduate School of Public Service, New York 
University 

Email: sherry..:glied@ny:u.edu 


Citation: 


Sherry Glied et al., Considering "Single Pqyer" Proposals in the U.S.: Lessons from Abroad (Commonwealth 
Fund, Apr. 2019). httP-s://doi.org/10.26099/wr3f-9v16 

Topics 

Tags 

International Health Policy:, Universal Coverag~ 

Experts 

Sherry: A. Glied 
Dean, Robert F. Wagner Graduate School of Public Service, New York University 

https://www.commonwealthfund.org/pu blications/2019/apr/considering-single-payer-proposals-lessons-from-abroad 10/11 

mailto:sherry.glied@nyu.edu
https://www.commonwealthfund.org/publications/2019/apr/considering-single-payer-proposals-lessons-from-abroad
https://doi.org/10.26099/wr3f-9v16


4/19/2019 Considering Single Payer Proposals in U.S.: Lessons from Abroad I Commonwealth Fund 

Morgan Black 
Project Coordinator, Mount Sinai Hospital 

Wiley: Lauerman 
Research Assistant, Robert F. Wagner Graduate School of Public Service, New York University 

Sara Snowden 
Program Coordinator, Mount Sinai Hospital 

HEADQUARTERS 
1 East 75th Street 
New York, NY 10021 Map. 

WASHINGTON, D.C. OFFICE 
1666 K Street, NW, Suite 1100 
Washington, DC 20006 Map. 

m info@cmwf.org 
\. 212.606.3800 
iB 212.606.3500 

© 2019 The Commonwealth Fund. All Rights Reserved. Privacy: Policy: 

https://www.commonwealthfund.org/pu blications/2019/apr/considering-single-payer-proposals-lessons-from-abroad 11/11 

mailto:info@cmwf.org
https://www.commonwealthfund.org/publications/2019/apr/considering-single-payer-proposals-lessons-from-abroad


Private Health Insurance

By Jean M. Abraham, Anne B. Royalty, and Coleman Drake

Plan Choice And Affordability In
The Individual And Small-Group
Markets: Policy And
Performance—Past And Present

ABSTRACT The individual and small-group health insurance markets have
experienced considerable changes since the passage of the Affordable Care
Act in 2010, affecting access, choice, and affordability for enrollees in
these markets. We examined how health plan access, choice, and
affordability varied between the individual on-Marketplace, individual off-
Marketplace, and small-group markets in 2018. We found relatively
similar outcomes across the three markets with respect to deductibles and
out-of-pocket spending maximums. However, the small-group market
maintained greater plan choice and lower premiums—outcomes that
appear to be associated with higher insurer participation. States may
consider a variety of policy proposals such as reinsurance or the
introduction of a public option to increase insurer participation and
improve the plan choices offered in the individual market.

I
n 2016 approximately thirty-twomillion
people in theUnited Stateswere covered
by the individual and small employer
group markets for health insurance.1

Historically, individuals and small em-
ployers seeking coverage frequently encoun-
tered significant challenges, including ineligibil-
ity or coverage limitations due to preexisting
medical conditions and higher premiums due
to increased administrative costs for under-
writing.2,3

Improving access, choice, and affordability in
the individual and small-employer markets were
key policy goals of the Affordable Care Act (ACA)
in 2010. Federal policy makers designing the
ACA transformed these markets through the in-
troduction of guaranteed issue for the individual
market, plan standardization based on actuarial
value (that is, the percentage of total average
costs for covered benefits that a plan will cover),
essential health benefits requirements,modified
community rating, the creation of health insur-
ance exchanges known asMarketplaces, and the
availability of subsidies for certain individuals

and small employers to achieve these policy
goals. The ACA introduced a new regulatory en-
vironment that treated the individual and small-
group markets similarly.
In this study we investigated whether the simi-

lar regulations applied to the individual on-
Marketplace and off-Marketplace and small-
group markets under the ACA led to similar
outcomes in those markets in 2018. One might
have thought in 2010 that, looking forward,
access in the individual market would become
closer to that seen in the small-group market,
given the extension of guaranteed issue to the
individual market. It also might have been ex-
pected that plan choices in the individualmarket
would become more aligned to those in the
small-groupmarket, given that bothweresubject
to actuarial value standardization and essential
health benefits requirements (which are based
upon plans in the small-employer market). Sim-
ilarly, deductibles and out-of-pocket spending
maximums were regulated in the same way un-
der the ACA. Premiums were probably the least
likely outcome tobecomemore similar in the two
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markets because while modified community
rating may have compressed premium distribu-
tions, the ACA did not necessarily change the
underlying differences in risk-pool composition
between the populations covered in the twomar-
kets. We found that, contrary to some expecta-
tions, there were more differences in outcomes
between these markets than there were similari-
ties in 2018, especially between the two indi-
vidual-market segments and the small-group
market.
Our investigation of thesemarkets requires an

understandingof their history.Webeginbybrief-
ly summarizing how these markets performed
on the dimensions of access, choice, and afford-
ability before the ACA. Then we examine the
current landscape on these same dimensions,
highlighting similarities and differences be-
tween past and present and betweenmarket seg-
ments.We conclude with a discussion of explan-
ations for the observed differences and briefly
highlight some policy options that could im-
prove outcomes in the two individual-market
segments, which we found to have poorer out-
comes than those in the small-group market.

Individual And Small-Group Market
Regulation Over Time
Historically, many small employers and individ-
uals faced barriers in purchasing health insur-
ance. Businesses operating in certain industries
were “redlined” and ineligible to purchase cov-
erage. Other small employers were denied cov-
erage on the basis of having an employee with
high expected future claims because of a preex-
isting condition. Inmost states, if an insurer was
willing to underwrite a policy, information was
required on every employee’s medical history,
and preexisting condition exclusions could be
imposed.4 Medical underwriting also was preva-
lent in the individual market. Insurers could use
information on a person’s age, sex, occupation,
residence, and medical history to set premiums
and impose coverage exclusions for preexisting
medical conditions.5

During the early to mid-1990s several states
and the federal government passed legislation
to address some of these insurer practices in
small-group markets. Guaranteed issue and
guaranteed renewability provisions were promi-
nent, as were new limits on preexisting condi-
tion provisions. Passage of the Health Insurance
Portability and Accountability Act (HIPAA) in
1996 incrementally expanded or reinforced
many state regulations pertaining to guaranteed
issue, guaranteed renewability, and preexisting
conditions.6,7 Although HIPAA included protec-
tions guaranteeing individuals’ access to a plan

without preexisting condition exclusions, it did
not regulate the premiums that could be charged
to such individuals; coveragewas oftenunafford-
able. Over time, thirty-five states created high-
risk pools, often subsidized with state taxpayer
dollars, through which people who were medi-
cally eligible could purchase insurance.8

Individual And Small-Group Market
Performance Before The ACA
Access A 2009 survey by America’s Health In-
surance Plans (AHIP) reported that 12.7 percent
of applicants were denied individual coverage
because of medical underwriting in 2008.9

Among applicants ages 60–64, one-third could
not purchase coverage. For the 87.3 percent of
applicants offered coverage in 2008, 6.0 percent
were subject topreexisting conditionexclusions.
For small employers with 2–50 workers, HIPAA
created protections for guaranteed issue, though
some employers still faced high premiums and
self-employed individuals did not enjoy the same
protections.
Insurer Choice, Plan Types, And Coverage

Generosity Per 2010 data from the National
Association of Insurance Commissioners,10

states had, on average, twenty-three insurers
with at least fifty covered lives in the individual
market and eighteen insurers in the small-
employer market, although insurer participa-
tion was highly variable across states. (For state
totals, see online appendix exhibit 1.)11

Individual policies held by consumers before
the ACA’s passage were typically preferred pro-
vider organization (PPO) or point-of-service
(POS) plans. In the 2009 AHIP survey, insurers
reported that 83 percent of single policies and
73 percent of family policies were one of these
two plan types.9 Among small firms that offered
coverage, about 80 percent offered a PPOor POS
plan, while approximately 20 percent offered
a health maintenance organization (HMO).12

There were also differences in plan generosity.
Examining individual-market plans in five states
in 2010 and employer plans using data from the
Henry J. Kaiser Family Foundation/Health Re-
search and Educational Trust survey, one study
concluded that the average actuarial value of in-
dividual plans was 60 percent—20 percentage
points lower than that of small-group policies.13

The researchers also found no individual-market
plans with actuarial values of 90 percent or
greater.
Affordability We examined affordability by

looking at premiums, deductibles, and out-of-
pocket spending maximums. It is problematic
to focus on changes over time in premiums since
benefit designs and risk pools before the ACA
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were very different from today.What is evident is
that premiums in the individual and small-group
markets have had higher administrative loading
fees relative to the large employer groupmarket,
given medical underwriting, lack of economies
of scale for spreading fixed costs of insurance
contracting, and potential differences in insurer
markups.14,15

In the individual market, in 2009 almost
50percent of PPOs andPOSplans had individual
deductibles of over $2,500 ($3,255 in 2018
dollars). Based on data from the 2009 Medical
Expenditure Panel Survey–Insurance Compo-
nent, 73.5 percent of small employers offering
insurance offered a plan that required an annual
deductible. And conditional on a deductible re-
quirement, the average single coverage deduct-
ible was $1,283 ($1,670 in 2018 dollars).16,17

In 2009, among individual plans held by con-
sumers, approximately 2.8 percent of PPO/POS
plans and 16.4 percent of HMO/exclusive pro-
vider organizations (EPOs)hadnoout-of-pocket
spending maximum. Among PPO/POS plans
with this feature in 2018 dollars, the average
value was $5,858 for single policies and $12,077
for family policies. Evidence also suggests that
some small employers offered plans that did not
limit enrollees’ financial exposure.18 However,
when such a limit was specified, it tended to
be lower relative to the individual market.
In summary, before the ACA, access to insur-

ance coveragewas better in the small-groupmar-
ket than it was in the individual market. There
were more insurers operating in individual mar-
kets across states, though these insurers were
less regulated and could deny coverage based
onhealth status inmost states. Small-groupmar-
kets had greater diversity in plan types and of-
fered plans with higher actuarial values. Both
segments faced higher loading fees relative to
the large-group market. Finally, mean deducti-
bles were higher in the individual market, as
were out-of-pocket spending maximums.
We now describe our approach for examining

the small-group and two individual markets, to
increase understanding of whether the introduc-
tion of a common regulatory framework under
theACAhas led to increased alignment inmarket
outcomes.

Study Data And Methods
Data To investigate the current landscape of
the individual and small-groupmarkets, we used
the 2018 Health Insurance Exchange (HIX)
Compare data from the Robert Wood Johnson
Foundation.19 Thesedataprovide comprehensive
information on benefits and premiums across
geographic rating areas for all ACA-compliant

plans offered in the individual on-Marketplace,
individual off-Marketplace, and small-group
markets. For our analysis,weexcluded cost-shar-
ing reduction plans, which reduce the deducti-
bles and coinsurance of silver-tier plans for cer-
tain low-income enrollees, as well as the small
number of plans offered solely in the Small Busi-
ness Health Options Program.
Measures And Analysis Research suggests

that consumers place significant value onhaving
a choice of health plans.20 Here, we considered
two dimensions of choice: the plan types avail-
able to consumers and the availability of a plati-
num-level plan. Plan type can influence enroll-
ees’ access tohospitals andphysicians. Typically,
PPOs and POS plans have broader provider net-
works and permit enrolleesmore direct access to
specialty physicians than do HMOs or EPOs.
Coverage generosity represents another impor-
tant plan attribute. Since 2014 platinum plans
with 90 percent actuarial value have been the
most generous coverage level available in these
markets. Next, we considered three insurance
outcomes related to financial exposure: premi-
ums, deductibles, and out-of-pocket spending
maximums. Finally, we considered the number
of insurers, to assess the degree of competition
and its mediating effects on the other outcomes.
We used a three-step process to construct our

insurance-market outcomes. First, using infor-
mation on all plans offered in each geographic
rating area, we constructed the following mea-
sures: number of plan types offered (HMO,EPO,
POS plan, and PPO), availability of a platinum-
level plan, average annual individual premium
for the lowest-price silver plan for a nonsmoking
fifty-year-old, annual individual total deductible
for the lowest-price silver plan, annual individu-
al out-of-pocket spendingmaximum for the low-
est-price silver plan, and number of insurers.
Second, we aggregated each outcome from the

level of the geographic rating area to that of the
state by constructing weighted averages based
on the number of 2016 billable member-months
in each area for the individual and small-group
markets using data from the Centers for Medi-
care andMedicaid Services.21 Finally, we defined
plan types (using the categories of HMO/EPO
and PPO/POS plan) and platinumplans as being
broadly available if at least 70 percent of a state’s
population could access them.
Limitations The study was subject to several

limitations. First, to construct an “apples-to-
apples” comparison of premiums and cost shar-
ing across states and markets, we used the
lowest-price silver plan—themost affordable op-
tion on the most popular metal tier. However,
there are multiple other plans offered in each
market that we did not consider. We think the
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advantage of the “apples-to-apples” comparison
outweighed the loss of information of this ap-
proach.
Second, our weights reflected the most recent

year for which data were available (2016), rather
than the year that we studied (2018).
Third, our weights were at the individual-

market level and did not distinguish between
on- and off-Marketplacemarkets. Assuming that
these enrollment quantities are correlated, we
applied the individual-market weights to both
the on- and off-Marketplace markets. We do
not expect that either of these weighting issues
had a marked influence on our results.

Study Results
We begin by examining differences across mar-
kets with respect to available plan types. For the
small-group market, thirty-nine states provided
consumers with broad access to both an HMO/
EPO and a PPO/POS plan in local markets
(exhibit 1). Plan-type diversity was narrower in
the individual market. In only twenty-one states
wereboth themore and less restrictive plan types
offered off Marketplace, and only seventeen
states offered such variety on their Market-
places.
When we looked at states in which only an

HMO or EPO was offered, we found that twen-
ty-two states offered consumers only these more
restrictive plans on their Marketplaces, while
eighteen states offered only those plans off their
Marketplace. This compares to only three states’
small-group markets. Although these markets
operate with similar regulations, a consumer
in the same state buying insurance in different
markets ends up with very different sets of plan
types from which to choose.
The availability of platinum-level plans across

markets within states variedwidely. As with plan
type, the small-group market had much greater
access to platinum plans: Forty-five states and
the District of Columbia had platinum plans
available in the small-group market (exhibit 2).
In twenty-nine states platinum plans were avail-
able only in that market. Platinum plans were
available to Marketplace enrollees in only four-
teen states and to off-Marketplace enrollees in
eighteen states. Again, similar regulations did
not produce similar plan offerings in the three
markets.
Plan availability was not the only dimension

on which plans differed across these three mar-
kets. The large differences that we saw across
markets were in premiums (exhibit 3). Average
premiums across states were 38 percent higher
in the on-Marketplace market than in the small-
group market. We also observed differences be-

tween these twomarkets across the distribution.
Premiums for on-Marketplace planswere higher
than those for off-Marketplace plans, but by
a much smaller 7 percent.
Deductibles and out-of-pocket spending max-

imums were much more similar across markets
than were premiums and plan types. Average
deductibles were within $500 of each other
acrossmarkets, but the patternwas not the same
at each point of the distribution. The more sub-
stantial differences were at the top of the distri-
bution, where we saw that the deductibles in the
top two quintiles of off-Marketplace plans were
20 percent higher than those in the same quin-
tiles of small-group plans. For out-of-pocket
spendingmaximums, the average amounts were
quite similar across markets.
Next, we examined the number of insurers

operating in the individual and small-groupmar-
kets and themediating effects of competition on
other outcomes. The number of insurers operat-
ing in the individual and small-group markets
within states has fallen in the post-ACA period
and looks different across segments. As detailed

Exhibit 1

Numbers of states with plan-type availability in 2018, by
market segment

SOURCE Authors’ analysis of Health Insurance Exchange (HIX)
Compare data (Robert Wood Johnson Foundation) for 2018
and enrollment data for 2016 from the Centers for Medicare
and Medicaid Services, Center for Consumer Information and
Insurance Oversight. NOTES The unit of observation is the
state-market. A state-market has a given plan type if at least
70 percent of its enrollees, weighted by billable member-months,
has access to the given plan type. Tennessee did not have any
plan type broadly available to at least 70 percent of enrollees
in its on- or off-Marketplace markets. The District of Columbia
and Vermont merged their on- and off-Marketplace markets.
Data for Wyoming were missing for the off-Marketplace and
small-group markets. HMO is health maintenance organization.
EPO is exclusive provider organization. PPO is preferred provider
organization. POS is point-of-service plan.
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Exhibit 2

Platinum-plan availability in 2018, by market segment

SOURCE Authors’ analysis of Health Insurance Exchange (HIX) Compare data (Robert Wood Johnson Foundation) for 2018 and enroll-
ment data for 2016 from the Centers for Medicare and Medicaid Services, Center for Consumer Information and Insurance Oversight.
NOTE The notes to exhibit 1 explain the unit of observation and provide information about exceptional states.

in appendix exhibit 1,11 the average number of
insurers operating in a state in 2018 in the on-
Marketplace market was approximately 3.9; in
the off-Marketplace market the average was 4.8;
and in the small-group market it was 7.0—
compared to 23.4 in the individual market and
18.5 in the small-group market in 2010. Al-
though this study was unable to identify a causal
effect of any particular market characteristic on
premiums and other plan characteristics, we
highlight the number of insurers in each market
as an attribute that was strongly associated with
several of the differences in outcomes across
markets.
Exhibit 4 illustrates the association between

the number of insurers and the number of plan
types available. For markets with five or fewer
insurers, a greater number of insurers was asso-
ciated with an increase in the number of plan
types offered, but this association did not vary by
the type of market. Instead, in states with five or
fewer insurers, the effect on the number of plan
types overall occurred because there were so
manymore stateswith smallnumbersof insurers
in the individual-market segments, compared to
states with few insurers in the small-group mar-

ket. When there were six or more insurers in
a state, the number of insurers had a greater
effect on plan-type diversity in the small-group
market, and there were more small-group mar-
kets with six or more insurers.
Appendix exhibits 2–5 document the relation-

ship between the number of insurers and
our other outcomes—platinum-plan availabili-
ty, premiums, deductibles, and out-of-pocket
spending maximums.11 As seen in appendix ex-
hibit 2,11 the likelihoodof having a platinumplan
was associated with the number of insurers in
the state for on- and off-Marketplace segments.
Even more dramatic, however, was the across-
the-board platinum-plan advantage of the small-
group market. Small-group markets had a sub-
stantially higher likelihood of having a platinum
plan availablenomatter howmany insurerswere
in the market. Appendix exhibit 3 shows that
states with larger numbers of insurers tended
to have lower premiums.11 Finally, appendix ex-
hibits 4 and 5 show average deductibles and out-
of-pocket spending maximums by number of in-
surers.11 There was no noticeable pattern in de-
ductibles by number of insurers, though there
was a small negative association between num-
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Exhibit 3

Quintiles of state-level annual premiums, deductibles, and out-of-pocket spending
maximums for the lowest-price silver plans, by market segment, 2018

Mean amount ($)

On Marketplace Off Marketplace Small group
Premium

Overall 7,714 7,188 5,586
Quintile 1 5,422 5,233 4,419
Quintile 2 6,642 6,003 4,962
Quintile 3 7,655 6,813 5,431
Quintile 4 8,413 7,925 5,919
Quintile 5 10,668 9,966 7,377

Deductible

Overall 4,660 4,545 4,164
Quintile 1
Quintile 2

2,377 2,563 2,428
3,417 3,417 3,580

Quintile 3 4,700 4,481 4,318
Quintile 4 6,037 5,621 4,992
Quintile 5 6,995 6,641 5,817

Out-of-pocket spending maximum

Overall 7,073 6,975 6,640
Quintile 1 6,392 5,937 5,433
Quintile 2 7,061 7,000 6,409
Quintile 3 7,282 7,247 6,855
Quintile 4 7,349 7,345 7,268
Quintile 5 7,350 7,350 7,350

SOURCE Authors’ analysis of Health Insurance Exchange (HIX) Compare data (Robert Wood Johnson
Foundation) for 2018 and enrollment data for 2016 from the Centers for Medicare and Medicaid
Services, Center for Consumer Information and Insurance Oversight. NOTES The unit of observation
is the state-market. Outcomes are calculated for a single, nonsmoking fifty-year-old. Deductibles and
out-of-pocket spending maximums are for the lowest-price silver plan (with no cost-sharing
reduction, as explained in the text). A state-market’s annual individual premium, deductible, and
out-of-pocket spending maximum are the billable member-month–weighted average of those plan
attributes across a state’s rating areas. Hawaii does not have silver plans in its small-group market.
Wyoming had no observations in its off-Marketplace or small-group market.

ber of insurers and small-group out-of-pocket
spending maximums.

Discussion
Contrasts Among Markets The ACA intro-
duced insurance market regulations that im-
posed similar “rules” on the individual and small
employer group markets. Access to insurance
converged across markets after the ACA as a re-
sult of direct regulation—in this case, the ban on
coverage denials or exclusions of benefits due to
preexisting conditions in the individual market,
a move made before the ACA in the small-group
market. After implementation of the ACA cover-
age protections in 2014, the 13 percent of appli-
cantswhoweredenied coverage in the individual
market in 2008 because ofmedical underwriting
were now guaranteed that insurers could not
deny them coverage.
Our findings, however, illustrate that despite

operating under similar rules, some on-Market-
place, off-Marketplace, and small-group market

outcomes are not as similar as onemight expect.
Exceptions to this include deductibles and out-
of-pocket spending maximums, which are more
similar today than before ACA implementation.
These two aspects of benefit design that con-
verged across markets are also the two that
ACA regulations affected most directly. The
greater plan standardization imposed on both
markets by the ACA may have contributed to
the narrowing of the difference in deductibles
across markets within states. Direct ACA limits
on out-of-pocket spending maximums capped
the upper tail of the distribution of potential
values22 and most likely created an anchoring
effect.
In contrast, the number of plan types offered,

platinum-plan availability, and premiums varied
substantially across the markets within states in
2018. Data sources available from the pre-ACA
period do not permit a precise comparison of
these plan characteristics pre and post ACA,
but the observed differences in these three
plan characteristics across markets were large
enough for us to conclude that we saw no evi-
dence of convergence on these dimensions. In
each dimension, small groups were better off.
They hadmore plan choice and, on average, low-
er premiums. While off-Marketplace markets
looked somewhat better than on-Marketplace
markets, the differences were small relative to
differences between the two individual-market
segments and the small-group markets.
Furthermore, we found that differences in the

number of insurers in a market were associated
with thedifferences in theseplan characteristics.
We also found that the number of insurers in
markets decreased, on average, after the ACA
was implemented. These changes likely reflect
insurers’ responses to increased regulatory re-
quirements (for example, guaranteed issue and
modified community rating) and a shift toward
market competition based on price versus risk
selection.
Policy Implications So what can policy mak-

ers learn from the better functioning of the
small-group market that could be applied to
the individual market? As noted above, ours
was not a study design that supported causal
inference. However, we found a strong positive
association between the number of insurers in
amarket and the number of plan types offered as
well as the availability of a platinumplan.We also
found a negative association between the num-
ber of insurers in a market and premiums—an
inference reached by others.23,24 Thus, we sug-
gest policy options for increasing the number
of insurers in the individual market.
Policymakersmaypursue various strategies to

increase insurer participation. For example, sev-
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Exhibit 4

Mean number of plan types available in 2018, by market segment and number of insurers

SOURCE Authors’ analysis of Health Insurance Exchange (HIX) Compare data (Robert Wood Johnson Foundation) for 2018 and enroll-
ment data for 2016 from the Centers for Medicare and Medicaid Services, Center for Consumer Information and Insurance Oversight.
NOTES The unit of observation is the state-market. A state-market has a plan type (exclusive provider organization, health maintenance
organization, point-of-service plan, or preferred provider organization) if at least 70 percent of its enrollees, weighted by billable
member-months, have access to the plan type. The number of insurers in a given state-market is the billable member-month–weighted
average number of insurers across the state’s rating areas.Wyoming had no observations in its off-Marketplace or small-group market.

en states within the past three years have pur-
sued section 1332 State Innovation Waivers to
allow federal pass-through funding for individu-
al-market reinsurance programs. States have
done this to lessen insurers’ risk resulting from
high-cost claimants as well as to mitigate premi-
umvolatility, creatingmore favorable conditions
for entry or retention of insurers.25

Another strategy is to merge a state’s individ-
ual and small-group markets. Only Massachu-
setts and Vermont have merged their mar-
kets.26,27 Proponents of merged individual and
small-groupmarkets suggest that a mergedmar-
ket would enlarge the risk pool and would be
more attractive to insurers considering entry.
They also note that a merged market could re-
duce insurers’ regulatory compliance costs. Op-
ponents of a merged-market strategy argue that
there would be significant disruption to both
markets, with clear winners and losers based
on the relative market size and health risk com-
position of the enrollee population in a state.28

Third, policy makers may promote competi-
tion among insurers through participation re-
quirements or incentives. For example, Nevada
at one point required that insurers offer an on-
Marketplace plan if they wanted to participate in
the state’s Medicaid managed care program.

More recently, Nevada gave “bonus points” in
the contest to win a place in its Medicaid man-
aged care program to insurers that participated
in theMarketplace.29NewYorkalsobanned from
Medicaid managed care participation insurers
that exited the on-Marketplacemarket.30 TheUr-
ban Institute reports these requirements and in-
centives in its investigation of how states facing
the prospect of “bare counties” (those with no
insurer) managed eventually to get all counties
covered for 2018,31 but such approaches also
could be used to increase the number of insurers
in counties that were not bare.
Finally, a small number of states are reviving

the idea of a public option. This type of strategy
would include a plan run by the government that
would compete with private plans and provide
certainty that every county would have a plan
available and provide some degree of competi-
tion in markets with only one or two insurers.32

Conclusion
Our analysis of ACA-compliant plans in the indi-
vidual on-Marketplace, individual off-Market-
place, and small-group markets reveals that
despite the markets’ being subject to the same
regulatory structure, certain outcomes—plan-

April 2019 38 :4 Health Affairs 681
Downloaded from HealthAffairs.org by Carmen Hiller on April 17, 2019.
Copyright Project HOPE—The People-to-People Health Foundation, Inc.

For personal use only. All rights reserved. Reuse permissions at HealthAffairs.org.

http://HealthAffairs.org
http://HealthAffairs.org


type diversity, availability of platinumplans, and
premiums—are quite different across markets.
Small-group markets have, on average, more
plan types, more platinum-plan availability, and
lower premiums than both of the two individual-
market segments. One possible explanation for
these differences is the greater insurance com-

petition in the small-group market. States may
consider a variety of policy proposals such as
reinsurance or the introduction of a public op-
tion to increase insurer participation and im-
prove the plan choices offered in the individual
market. ▪

This research was funded by the Russell
Sage Foundation (Grant No. 94-16-01).
Any opinions expressed are those of the
authors and should not be construed as
representing the opinions of the
foundation.
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The Association Between Hospital
Concentration And Insurance
Premiums In ACA Marketplaces

ABSTRACT Keeping the Affordable Care Act’s health insurance
Marketplaces financially accessible is critically important to their
viability. While the relationship between the number of insurers and
Marketplace premiums has received widespread attention, the role of
hospital market concentration on premiums has been understudied. We
examined the relationship between hospital market concentration and
Marketplace insurance premiums in the period 2014–17, the extent to
which the number of insurers modified this relationship, and whether
community-level characteristics were associated with varying levels of
concentration. We found that areas with the highest levels of hospital
market concentration had annual premiums that were, on average,
5 percent higher than those in the least concentrated areas. Additionally,
while an increased number of insurers was independently associated with
lower premiums, that was not sufficient to offset the effects of increased
hospital concentration on premium costs. Communities with lower
socioeconomic status (as measured by median income) were more likely
to have higher hospital market concentration. However, this was not
consistent across all measures of socioeconomic status, such as measures
of unemployment, use of the Supplemental Nutrition Assistance Program,
and education. These findings help underscore the importance of
exploring antitrust policy and other efforts that may reduce hospital
concentration and help keep Marketplace premiums affordable.

D
uring the past decade the US hos-
pital industry has become in-
creasingly concentrated, as many
hospitals have merged or closed.
Standard economic theory, gen-

erally supported by the evidence, suggests that
higher levels of health care providermarket con-
centration are associatedwith higher health care
prices.1–7 However, some people in the hospital
industry and others have argued that increased
hospital market concentration improves effi-
ciency, reduces duplicative services, and im-
proves care coordination, all of which lead to
lower overall spending.8 Additionally, counter-

vailing factors such as the number of insurers
maymoderate the effects of higher provider con-
centration on prices.2,9–13

One area where the market dynamics between
insurers and hospital providers are particularly
important is in the health insuranceMarketplac-
es established by the Affordable Care Act (ACA).
The viability of these Marketplaces is of critical
policy importance given their high-profile na-
ture and the likely policy implications if theMar-
ketplaces were to fail or be eliminated.While the
relationship between the number of insurers
participating in the Marketplaces and health in-
surance premiums has received much attention,
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the relationship between hospital concentration
and Marketplace prices has received far less.
Prior work on the relationship between hospi-

tal consolidation and Marketplace premiums
has been limited either to a small geographic
area14,15 or to a single year of data when there
was a substantial lagbetween the exposure (com-
petition) and outcome (insurance premiums).16

These studies have found a positive correlation
between hospital concentration and insurance
premiums. However, given the central policy
importance of health insurance affordability,
more recent and more robust data that carefully
quantify this relationship would be immensely
helpful.
Therefore, to expand on previous work and

better delineate market dynamics, we used re-
cent Marketplace data to answer three ques-
tions: First, what are the characteristics of areas
with high versus low hospital market concentra-
tion? Second, how do Marketplace premiums
vary with respect to this concentration? And fi-
nally, does the number of insurers modify the
relationshipbetweenhospital concentrationand
premium prices?

Study Data And Methods
Data Data on Marketplace premiums and plan
characteristics came from the Robert Wood
Johnson Foundation’s Health Insurance Ex-
change (HIX) Compare database.17 This database
contains plan-level information including pre-
miums (not including advance tax credits or cost
sharing) and deductibles from the period 2014–
17 for Marketplace insurance plans. To calculate
hospital market share, we used discharge totals
at thehospitalZIP code level for theperiod2013–
17 from the Hospital Service Area files of the
Centers for Medicare and Medicaid Services.
These files contain data on the number of Medi-
care discharges for each hospital from each ZIP
code that it serves. Because comprehensive de-
mographic data are not available for all the years
of our study, we used baseline (2014) demo-
graphic data. Population data at the three-digit
ZIP code level (the geographic region used for
rating areas in certain states) were obtained
from the five-year 2015 American Community
Survey through the Census Bureau’s American
FactFinder.We also used 2014 data from theArea
HealthResourcesFiles toobtainbaseline county-
level demographic characteristics. Lastly, to
identify hospital locations, we used a combina-
tion of 2014 American Hospital Association
survey data and Hospital Cost Report Public
Use Files.

Variables: Outcome Our primary outcome
was the premium for the second-lowest-cost sil-

ver plan for a sixty-four-year-old nonsmoker in
a given rating area–year. While we could have
used premiums for any particular age bracket
(prior research has used age twenty-seven),14,18

the premium for a sixty-four-year-old is particu-
larly important given that people at this age are
likely to be among the most expensive to insure.
The choice of premiums for the second-lowest-
cost silver plan is important because these plans
are the most popular choice among enrollees,
given that the plans are the benchmark for pre-
mium subsidies. Lastly, our choice of the sixty-
four-year-old’s premium affects only the dollar
magnitude of our results—not the direction, rel-
ativemagnitude, or significance of our estimates
(pricing on the Marketplaces is proportional
because a sixty-four-year-old cannot be charged
more than three times what a twenty-one-year-
old is charged).
Variables: Exposure Our primary predictor

of interest was the one-year lagged rating-area
Herfindahl-Hirschman Index (HHI), a widely
usedmeasure ofmarket concentration. (Lagging
the HHI ensured that our predictor occurred be-
fore our outcome and better approximated how
insurers set premiums.) The HHI ranges from 0
to 10,000, with 0 being a completely unconcen-
trated market and 10,000 being a completely
concentrated one. It is calculated by multiplying
the sum of squared market shares of each hospi-
tal within a geographic market by 10,000. To
calculate a rating area–level HHI, we first calcu-
lated a ZIP code–level HHI by summing for each
ZIP code every hospital–ZIP code combination’s
squared share of total discharges in that ZIP
code. We then calculated a hospital-level HHI
by summing for each hospital each hospital–
ZIP code share of total discharges for that hospi-
tal multiplied by that ZIP code’s HHI. Lastly, we
calculated a rating area–level HHI by taking a
discharge-weighted average of all of the hospital
HHIs in that rating area. This follows the ap-
proach in prior literature that examinedhospital
concentration19 and the Marketplaces.16

Analysis In our analytic sample, we excluded
any plan variations that included cost-sharing
reductions and those that were not offered on
the Marketplaces. We also excluded any plans
reporting zero-dollar premiums (not counting
subsidies) or premiums reported at more than
$10,000permonthbecause theseweremost like-
ly to be data errors. In addition, we dropped
“child-only” plans fromour analysis, as they pro-
vide coverage only for children. For each rating
area–year combination, we then calculated the
premium for the second-lowest-cost silver plan
for a sixty-four-year-old nonsmoker. (Note that
formost states, the ageused for premiumswould
not affect our study’s results because the ACA
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establishes a standard age-rating band. How-
ever, New York and Vermont have more com-
pressed age-rating bands than the maximum
permitted under the ACA. Our study accounted
for this by using state fixed effects.)
To assess the relationship between hospital

market concentration and premiums, we esti-
mated linear least squaresmodels,with standard
errors clustered at the rating area level to ac-
count for within–rating area correlation. (For
full estimating equation details, see online ap-
pendix exhibit A1.)20

After obtaining our results, we examined the
demographic characteristics of markets with
varying levels of hospital HHI. We used one-
way analysis-of-variance to characterize the ex-
tent to which these differences were significant.
Our primary specification included state and

year fixed effects and a control for the share of
health maintenance organization plans in the
rating area. We measured HHI by categorizing
it into annual terciles. To better understand how
the presence of insurers modifies these results,
we added an interaction term of hospital HHI
tercile and the number of insurers in the rating
area–year. Additionally, we performed an analy-
sis stratified by the tercile of the number of
insurers.
We examined several other specifications as

well. First, experience with other managed
competition programs suggests that status quo
bias—where consumers remain in suboptimal
insurance plans despite alternatives—plays a
role in health insurancemarkets21 and that firms
may also underprice their products to attract
market share early on. To the extent that this
occurs on the Marketplaces, strategic pricing
would bias our results toward the null if it in-
duced overall convergence of premiums. To ad-
dress this, we first reran our primary specifica-
tion excluding the first year of premiums (2014)
to account for insurers’mispricing and strategic
pricing decisions that might not have fully re-
flected underlying market conditions. Second,
we ran our primary specification with HHI as
a continuous predictor. Third, we also ran our
primary specification including the prior year’s
premiums as a control. Lastly, we ran an analysis
with HHI as a contemporaneous predictor.
All analyses were performed in Stata/IC, ver-

sion 14.2.
Limitations Our study had several important

limitations. First, as with any observational
study, we cannot be sure that our findings are
due to a causal relationship. In particular, one
would worry about unobservable confounders.
It is possible that high insurance premiums are
reflective of high underlying costs of providing
care in various areas because of the patient pop-

ulation, which could drive most hospitals out
and leave only a dominant provider. We at-
tempted to account for this by adjusting for un-
derlying demographic and hospital characteris-
tics in the area, but such adjustments are
imperfect. However, our use of a lagged hospital
concentration measure also attempted to ad-
dress this simultaneity. Because of the short time
period during which the ACA Marketplaces
have existed, we could not examine changes in
hospital concentration and its association with
changes in premiums. Therefore, our results
should not be interpreted causally.
Second, we did not examine the nonprice ef-

fects of hospital concentration. While there is
substantial evidence that increased hospital con-
centration is associated with worse outcomes,22

we did not examine this issue.
Third, we were able to obtain demographic

characteristics only at the county level, so we
could not characterize this relationship for rat-
ing areas that are based on three-digit ZIP codes.
Thus, our specifications excluded those rating
areas for which we could not obtain demograph-
ic information.
Finally, we recognize that factors other than

hospital market power go into insurance premi-
umsetting.However,weareuncertainwhy those
other factors, such as strategic pricing to attain
market share among insurers, would vary in
a way that would lead to higher prices in highly
concentrated hospital markets.

Study Results
We first examined the characteristics of popula-
tions across the three terciles of hospital market
concentration.We found that compared to areas
in the first (least concentrated) tercile of hospital
HHI, areas in the third (most concentrated) ter-
cile had lower median incomes ($48,848 versus
$50,764, p < 0:001), a lower percentage of black
residents (9.8 percent versus 15.1 percent;
p < 0:001), more residents older than age six-
ty-five (16.4 percent versus 15.4 percent;
p < 0:001), and a lower share of residents with
incomesbelowthe federalpoverty level (16.3per-
cent versus 17.1 percent; p < 0:01) (exhibit 1).
The unemployment rate, rate of Supplemental
Nutrition Assistance Program receipt, and share
of residents older than age twenty-five without
a high school diploma were similarly all lower in
the most concentrated markets. Health system
characteristics varied as well, with highly con-
centrated areas having fewer physicians, but
morehospital admissions, per 1,000population.
Highly concentrated areas also tended to have
much larger shares of their populations living in
rural areas.
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Exhibit 1

Characteristics of populations and health systems, by market concentration tercile

Characteristic

Least
concentrated
(n = 556)

Moderately
concentrated
(n = 556)

Most
concentrated
(n = 555)

Population characteristics

Black (%) 15.1 12.9 9.8****
Male (%) 49.6 49.3 49.4****
In poverty (%) 17.1 16.9 16.3***
Older than age 65 (%) 15.4 16.9 16.4****
Mean population 1,062,432.2 519,979.1 380,421.6****
Mean Marketplace enrollment 34,490.0 16,028.7 11,482.1****
Median income ($) 50,764.2 47,815.6 48,848.3****
Deaths per 1,000 population 9.1 9.7 9.3****
Unemployment rate (%) 6.5 6.3 6.2**
Supplemental Nutrition Assistance Program participants (%) 16.2 15.9 15.0****
Older than age 25 without a high school diploma (%) 14.4 13.5 13.0****
County rurality (%) 26.0 32.2 29.1**

Health system characteristics

MDs per 1,000 population 2.2 1.9 2.1****
Hospital beds per 1,000 population 2.9 3.3 3.2****
Hospital expenses per 1,000 population 3.1 3.2 3.7****
Admissions per 1,000 population 103.1 112.7 113.9****
ICU beds per 1,000 population 0.1 0.2 0.2
Mean number of carriers 4.1 3.3 3.2****

SOURCE Authors’ analysis of data from the Hospital Cost Report Public Use Files, Area Health Resources Files, and HIX Compare
(Robert Wood Johnson Foundation). NOTES Market concentration is measured by the Herfindahl-Hirschman Index. The education
measure is an average for 2011–15. All other measures are for 2014. These measures are all rating area–level measures, which
are created as county population–weighted averages. Hospital expenses are the sum of payroll and facility expenses incurred by
short-term general hospitals. County rurality is a county population–weighted average of an indicator for rurality. ICU is intensive
care unit. **p < 0:05 ***p < 0:01 ****p < 0:001

Next, we examined the relationship between
hospital market concentration and Marketplace
premiums. (The full regression output is in ap-
pendix exhibit A2.)20 A naive examination of
premiums across HHI terciles is consistent with
expectations: Across all years and rating areas,
the mean premium in the least concentrated
markets was $624 less than that in the most
concentrated markets ($8,363 versus $8,987;
p < 0:001). The mean premium in moderately
concentrated markets was $8,435. In our initial
multivariate analysis we examined market-level
second-lowest-cost silver plan premiums for
a sixty-four-year-old nonsmoker across 1,667
market-year combinations. When we controlled
for relevant market factors, demographic char-
acteristics, state and year fixed effects, and an
interaction term for state and year,we found that
the most concentrated rating areas had annual
premiums $424 (p < 0:001) higher than those in
the least concentrated areas (appendix exhib-
it A3).20 This is about 5 percent of the mean
premium across the rating area–years included
in our analysis. Because our HHI tercile catego-
ries followed a population density distribution,
we also investigated a specification that included
a control for population density (population

per square mile), while another stratified our
primary analysis by density categories. None of
these analyses appreciably altered our primary
findings.
Finally, we examined the extent to which the

number of insurers modified the relationship
between hospital market concentration and pre-
miums, and we found a small association. We
observed that an additional insurer in a market
was independently associated with premiums
that were $276 lower (appendix exhibit A2).20

Interacting insurance concentration (the num-
ber of carriers in eachmarket-year) and hospital
concentration (HHI) yielded a significant coeffi-
cient on the third tercile (−$97; p < 0:05). How-
ever, even after we included these controls, we
found that the associationbetween themost con-
centrated tercile of hospital HHI and premiums
was large and significant ($761; p < 0:001), rela-
tive to the least concentrated tercile. Because we
had prespecified these analyses, we chose to run
models stratified by the annual tercile of insur-
ance carriers to see whether the relationship be-
tween hospital HHI and premiums varied. We
found minor effect modification with larger co-
efficients in the insurancemarketswith themost
carriers.
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Supplementary analyses included a control for
the prior year’s premiums to account for secular
growth of premiums at the rating area level,
amodel that excluded the year 2014, and amodel
that treated HHI as a continuous variable (ap-
pendix exhibit A3).20 A model with HHI as a
contemporaneous predictor was also evaluated
and yielded similar results (data not shown).

Discussion
In an analysis of theACA’s health insuranceMar-
ketplaces from their inception in 2014 through
2017, we found that markets with high hospital
concentration had higher premiums than did
markets with low hospital concentration, even
after we accounted for certain characteristics
and population demographics. While poorer
communities (as measured by median income)
were more likely to encounter higher levels of
hospital concentration, this was not consistent
across other measures of socioeconomic status
such as education and poverty rates.
Furthermore, we found that while the number

of insurers in a market was independently asso-
ciated with lower premiums, the number of in-
surers only slightly attenuated the relationship
between hospital concentration and premiums.
While our findings were not causal, they suggest
that less concentrated hospital markets may be
associated with lower Marketplace premiums.
To be sure, the increasing trend of hospital

consolidation has raised the concern of US poli-
cymakers over the past several years. Arguments
in favor of increased provider concentration are
typically based on the ability to decrease costs
and improve outcomes by achieving economies
of scale and scope. While our analysis did not
examine hospital costs specifically (although
we did include a control for marketwide hospital
expenditures), we found no evidence that con-
centrated hospital markets were indeed leading
to lower premiums for consumers. Given that
hospitals represent one of the largest costs cov-
ered by health insurance—and that hospitals of-
ten also employ physicianswho are critical to the
pricing of the insurance product—these findings
certainly suggest thatmarket concentrationmay
be related to the premiums consumers are pay-
ing. Demographics and hospital supplymay also
play roles in explaining the association between
hospital concentration and insurance premi-
ums. However, our inconsistent results when
it comes to measures of socioeconomic status
suggest that demographics are unlikely to be
a major factor. It could also be that our measure
of hospital concentration was simply a function
of differences in supply. To the extent that low
supply rather than low levels of competition

Our findings suggest
that hospital
concentration may be
playing a detrimental
role for consumers
and taxpayers.

drove our measures of concentration, we could
have misidentified an effect of low supply on
premiums as an effect of concentration. While
we cannot reject this latter explanation, given
that our findings are in line with prior research
in this area, we believe that this explanation is
similarly unlikely.
The more likely explanation for higher premi-

ums being found in areas of greater hospital
concentration (and, indeed, the one consistent
with prior literature) is related to market power
and the ability to negotiate higher prices from
insurers and other payers in these areas. One
might assume, however, that differences in pay-
er market structure may help counteract higher
prices.23 Our findings underscore the complexity
of thesemarket interactions.We found thatwhile
having more insurance carriers in a market was
associated with lower premiums, it had little ef-
fect inmitigating higher premiums in areas with
high hospital concentration. This suggests that
having larger numbers of insurersmay be impor-
tant in keeping premiums lower, but it is not a
substitute for less concentration among hospital
providers. A dominant insurer may be able to
negotiate lower prices from a hospital, but it
would also have little reason to pass those lower
prices on to consumers. In markets that have
high hospital and high insurer consolidation,
economic theory would suggest that the domi-
nant insurer and dominant hospital are likely
simply splitting the surplus that comes from
monopoly pricing.
Prior work on hospital market concentration

has primarily focused on the employer insurance
market, public programs, and international
health systems.1 Evidence about the nongroup
market (and the Marketplaces in particular)
has been limited to examining a limited geo-
graphic market for hospital concentration14,15

or has been restricted to a single year,24 and it
has examined only insurer competition nation-
ally.18 One study examined data from the federal
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Marketplaces, focusing on markets defined by
Medicare utilization and using only a single year
of data with the exposure (concentration) calcu-
lated before the implementation of the ACA.16

Our analysis extends this work by comprehen-
sively examining the relationship between hos-
pital market concentration and insurance pre-
miums on the ACA’s Marketplaces nationally.
Moreover, our work helps account for changing
dynamics over time by examiningmultiple years
of data from the Marketplaces. Our findings are
consistent with both economic theory and prior
evidence25 that provider market power is used as
leverage vis-à-vis payers to increase costs to pa-
tients. Our finding that the increased number of
insurers was associated with reduced premiums
is also consistent with prior evidence, in both
magnitude and direction.18

Our results raise important policy implica-
tions, particularly given the challenges sur-
rounding the ACA moving forward. While the
ACA offers federal subsidies to help pay for pre-
miums (and cost-sharing reduction subsidies
were offered to insurers through 2018), this pre-
sents two important considerations. First, be-
cause the federal government’s subsidy pay-
ments are tied to the second-lowest-cost silver

plan, changes in the price of this plan directly
affect federal outlays. Second, while 83 percent
of enrollees through the Marketplaces receive
premium tax credits,26 five million people pur-
chase coverage in the nongroup market outside
of the Marketplaces and are not eligible for pre-
miumtax credits.27 Thesepeoplemay face the full
burden of higher premiums caused by hospital
market concentration. Taken together, these
two considerations suggest that policies that re-
duce hospital concentration (such as increased
antitrust enforcement) may help reduce spend-
ing for both the federal government and individ-
uals who are not eligible for subsidies.

Conclusion
As federal policy makers struggle with health
care costs involved in theMarketplaces, our find-
ings suggest that hospital concentration may be
playing a detrimental role for consumers and
taxpayers. The impact of hospital concentration
on communities with lower socioeconomic sta-
tus and how it affects insurers’ purchasing-
power dynamics remain areas that warrant fur-
ther exploration. ▪

An earlier version of this article was
presented at the AcademyHealth Annual
Research Meeting in New Orleans,

Louisiana, June 25, 2017. Andrew
Boozary and Yevgeniy Feyman
contributed equally to this article. Uwe

E. Reinhardt contributed to this article
before his death on November 13, 2017.
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For decades leading up to enactment of the 
Affordable Care Act (ACA), the United States 
failed to reduce the percentage of Americans 

who lacked health insurance coverage. Since the 

ACA’s passage, the percentage of 
U.S. residents without coverage 
has fallen by almost half, from 
16% to approximately 9%. Yet 
more needs to be done if we are 
to achieve universal coverage.

The bar graph, which draws 
on estimates by researchers at 
the Urban Institute, shows which 
groups remained uninsured in 
2017.1 In our view, these esti-
mates make clear that achieving 
universal coverage within the
framework created by the ACA 
requires four basic steps: imple-
menting the ACA’s Medicaid ex-
pansion in all states, increasing 
and expanding financial assistance 
to people who purchase coverage 
through the health insurance mar-
ketplace to make coverage more 
attractive, ensuring that people 

actually enroll in the affordable 
coverage for which they are eli-
gible, and addressing coverage 
for undocumented immigrants.

Policymakers can tackle each 
of these steps and thereby finish 
the job of ensuring universal cov-
erage by building on the ACA. 
The framework presented here 
has many elements in common 
with proposals put forward by 
others, including teams at the 
Urban Institute and the Center 
for American Progress.2,3 The 
similarities among these pro-
posals reflect the fact that each 
seeks to fill the same gaps in the 
U.S. health insurance system.

For people who are concerned 
about the fiscal cost, political 
feasibility, or disruption associ-
ated with a single-payer approach 

to providing universal coverage, 
this framework may be viewed as 
an alternative. Or it can be seen 
as a stepping stone to such a sys-
tem. Although we see these four 
steps as an integrated whole, 
policymakers could expand cov-
erage by enacting only some of 
these proposals, and states could 
implement some without federal 
action.

The first step — ensuring that 
all states expand Medicaid cover-
age to people with incomes be-
low 138% of the federal poverty 
level, the standard set in the ACA 
— can be achieved with a combi-
nation of carrots and sticks.4 The 
stick is a reduction in the base 
federal matching rate for Medic-
aid spending in states that con-
tinue to refuse to implement the 
Medicaid expansion. The carrot 
is an increase in the matching 
rate for states that expand Med-
icaid coverage. These changes 
need not be particularly large to 
be effective; for example, increas-
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CHIP denotes Children’s Health Insurance Program. Data are from Blumberg et al.1

ing expansion states’ base federal  
matching rate by about 2 per
centage points (or reducing non-
expansion states’ base federal 
matching rate by the same
amount) would make expansion  
effectively free for a typical state.  
The small size of these adjust
ments would insulate this ap
proach from being  judged  uncon
stitutionally coercive. The Supreme  
Court struck down the approach  
taken in the ACA, which condi
tioned the entirety of each state’s  
Medicaid funding on its willing
ness to expand coverage. Here,  
the vast majority of Medicaid fund
ing would be unaffected. The 
small size of the adjustments 
would also limit unintended con
sequences for Medicaid benefi
ciaries if, contrary to our expec
tations, some states continued to  
resist expansion. States would 
also need to be barred from im
plementing Medicaid-eligibility re
strictions such as work require
ments, substantial premiums, and  
limits on retroactive coverage of  
services delivered before formal  
Medicaid enrollment. 

 

The second step involves in
creasing and expanding eligibility  
for the subsidies available through  
the ACA’s health insurance mar
ketplaces to encourage more peo
ple to take up coverage. This step  
includes increased tax credits to  
offset insurance premiums, high
er cost-sharing subsidies to offset  
out-of-pocket costs, and extension  
of subsidies to people with in
comes exceeding 400% of the
federal poverty level, the current  
income limit on eligibility for
marketplace assistance. Extensions  
along these lines are essential for  
achieving universal coverage, giv
en that people who were eligible  
for subsidies but did not buy cov
erage accounted for fully one
quarter of the nonelderly unin
sured population in 2017, and
some people with incomes above  
the current income-eligibility
threshold also face burdensome  
premiums. 

 

 

 

 

 

Marketplace subsidies would  
also need to be extended to work
ers who are currently ineligible 
because they are offered coverage  
at work that is considered “afford

able” under the ACA’s standards  
but still imposes onerous premi
ums. This group accounted for 
roughly one tenth of the unin
sured population in 2017. In ad
dition to increasing coverage, this  
change would reduce premium 
and out-of-pocket costs for many  
currently insured low- and mod
erate-income workers who face  
burdensome costs. 

Even after these two steps are  
undertaken, some people would 
remain uninsured. Some would 
be eligible for Medicaid or the  
Children’s Health Insurance Pro
gram (CHIP) but would not en
roll in these programs. Though  
technically uninsured, they are 
financially protected against the  
costs of a serious illness because  
such coverage is generally retro
active. Even so, policymakers can  
streamline enrollment procedures  
to encourage more people to en
roll before the onset of illness. 

For higher-income people, how
ever, a different approach is need
ed. Thus, the third step covers 
anyone who is not eligible for 
Medicaid or CHIP and who does  
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not have other coverage. They 
would be automatically enrolled  
in a “backstop” insurance plan, 
which could be either public or 
private. Health care providers 
would submit claims to the back-
stop plan whenever people in this  
group used health care services.  
On each year’s income tax return,  
people who lacked coverage other  
than the backstop plan for at least  
1 month during the year would  
pay a premium for the backstop  
plan for each month they lacked  
other coverage, whether or not 
they actually used the backstop  
coverage. The premium would be  
reduced by the amount of any tax  
credit for which they were eligi-
ble. The expansion of market-
place subsidies described above  
would help make automatic en-
rollment in the backstop plan 
palatable by reducing these net 
premiums. 

In combination, these steps 
would expand coverage to all le-
gal U.S. residents. However, they  
would not reach the one sixth of  
the population who were undoc-
umented immigrants and there-
fore ineligible for both Medicaid 
and marketplace subsidies. The 
final step to universal coverage 
would be to ensure this group 
access to insurance programs. 
This goal can be achieved by cre-
ating a path to citizenship or in  
other ways. Expanding insurance  
coverage is far from the only ra-
tionale for reforming immigration  
policy, but without some such re-
form, genuinely universal cover-
age is impossible. 

How much this approach would  
cost the federal government de-
pends on parameters we have not  
fully specified — notably, the size  
of the marketplace-subsidy expan-

sions. However, we anticipate that  
legislation in line with this
framework would have federal 
costs broadly similar to those of  
the ACA’s coverage expansions, as  
such legislation would drive the  
uninsured rate from about half  
its pre-ACA level to zero. These  
costs could be covered by mea-
sures similar to those that paid 
for the ACA, which included re-
forms to Medicare payments and  
revenue increases. 

 

 

 

 
 

 
 
 
 
 

 
 
 

 
 

 
 
 

 

 

 

Policies aimed at reducing the  
unit prices of health care ser-
vices, such as introducing a pub-
lic plan that would pay the lower  
prices currently paid by public
programs and that would com-
pete with private plans, could also
help to finance this agenda. Poli-
cies that successfully reduced
health care prices would reduce
the cost of providing market-
place subsidies and, if applied to
the employer-sponsored insurance
market, would also reduce the
revenue lost to the tax exclusion
for  employer-sponsored  coverage.

In addition to expanding cov-
erage, the proposals discussed
above — notably those to expand
marketplace subsidies and reduce
the unit prices of health care ser-
vices — would reduce premiums
and out-of-pocket costs for many
people who already have cover-
age. These reforms could be
combined with other reforms to
improve coverage for people who
are already insured. The addi-
tional reforms could include im-
plementation of rules to elimi-
nate  surprise out-of-network  bills,
lowered  caps  on  annual  out-of-
pocket spending,  and expansion
of the list of services that insur-
ers must cover without cost shar-
ing to cost-effective services that

pose little risk of overuse, such  
as generic drugs that treat chron-
ic conditions.5 

Nearly 9 years after the ACA  
became law, proposals to expand  
insurance coverage are again a 
major topic of public debate. The  
approach described here provides  
a blueprint for achieving the wide-
ly shared goal of universal cover-
age at a manageable fiscal cost  
and with minimal disruption for  
the hundreds of millions of Amer-
icans who are already insured. 

Disclosure forms provided by the authors  
are available at NEJM.org. 
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Improving ACA Subsidies for Low- and Moderate- 
Income Consumers Is Key to Increasing Coverage 

By Aviva Aron-Dine and Matt Broaddus 

The Affordable Care Act (ACA) has extended health coverage to more than 20 million people and 
has  made coverage better or more affordable for millions more. Yet about 30 million non-elderly  
people  remain without  health insurance, about 12 million   of  them  people for whom ACA 
marketplace  plans are  the relevant  coverage option.1  Public discussion has mostly focused on how to 
address the affordability challenges facing people w ith incomes too high to qualify for the ACA’s 
premium and cost-sharing subsidies  (the  subject of a companion CBPP analysis).2  However,  lower-
income  people  are much more likely to lack insuranc e,  and  they  comprise the majority of the  
marketplace-eligible uninsured. (See Figure 1; for state-level data, see Appendix Table 1.) Evidence  
from state policies and federal policy changes shows that improving subsidies is key to increasing 
coverage for this group and therefore  to driving down overall uninsured rates.   

Lower-Income People More Likely to Be Uninsured 
Under the ACA, people with incomes below 400 percent of the poverty line (about $50,000 for a  

single person, about  $100,000 for a family of four) are eligible for premium tax credits to help 
purchase marketplace coverage. Some have suggested that, as a result of these subsidies, health 
insurance is now  more  affordable for most families at lower income levels than higher income  
levels.3  But the data on uninsured rates by income level don’t support that assertion.  

The ACA has indeed made health insurance far more affordable for low- and moderate-income 
people. Since the ACA’s subsidies took effect in 2014, uninsured rates for non-elderly people with 
incomes between 138 and 400 percent of the poverty line have fallen dramatically, from 19.2 percent 

1  Others  are  eligible  for  Medicaid, fall into the Medicaid coverage gap, have an offer of employer coverage, or are  
ineligible for marketplace coverage because of their immigration status. See Linda J. Blumberg  et  al., “Characteristics of  
the R emaining U ninsured:  An U pdate,” U rban In stitute,  July 11,  2018,  
https://www.urban.org/research/publication/characteristics-remaining-uninsured-update.  
2  Aviva  Aron-Dine,  “Making Health Insurance More  Affordable  for  Middle-Income In dividual  Market Consumers,”  
Center  on  Budget  and  Policy  Priorities,  March  21,  2019,  https://www.cbpp.org/research/health/making-health-
insurance-more-affordable-for-middle-income-individual-market.  
3  See,  for  example Tami  Luhby,  “Is  Obamacare Really Affordable?  Not  for  the Middle Class,” CNN B usiness,  
November  4,  2016,  https://money.cnn.com/2016/11/04/news/economy/obamacare-affordable/index.html.  
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in 2013  to  12.5  percent  in 2017.4  Nonetheless, uninsured rates remain higher at  lower incomes. For  
example, the  uninsured rat e is:   

•  15.5 percent for people with incomes between 138 and 250 percent of the poverty line5  (those  
eligible for the  largest subsidie s);   

•  9.8  percent for  people with incomes between 250 and 400 percent of the poverty line (eligible  
for smaller subsidies);  and  

•  6.0  percent  for people with incomes between 400 and 500 percent of the poverty line (not  
eligible for subsidies).   

As Figure 1 shows, uninsured rates nationally  decrease with income  across the income scale; the 
same pattern also holds in ne  arly  every state.6   

Low- and moderate-income people are  less likely to have employer-sponsored coverage, but that  
is not  the only reason they are  more likely to be uninsured. Individual marke t  coverage take-up  
among those without employer (or other) coverage is also lower at lower income levels. Among 
people with incomes between 138 and 250 percent of the poverty line,  41 percent of t hose without  
employer, Medicare, Medicaid, or other coverage are enrolled in an individual market plan. That 
compares to 53  percent between 250 and 400 percent of the poverty line, 63 percent  of those  
between 400 and 500 percent of the poverty line, and 76 percent  of those  above  500 percent of the  
poverty line.  While the ACA’s pre mium and cost-sharing subsidies  are  highly progressive, they  do 
not make up for the fact that lower-income people have far less disposable income.  

 

4  Uninsured  rates  have  fallen  for  people  with  incomes  above  400  percent  of  the  poverty line as  well,  from 5. 8 percent to  
4.0 percent.  Except  where otherwise noted,  all  estimates  are CBPP  calculations  from C ensus’  American Community 
Survey data  available through public use files.  Uninsured rates  are for  the non-elderly population (those y ounger  than  
65).   
5  We  focus  on those above 138 percent  of  the poverty line because those with incomes  below t hat  can obtain coverage 
through M edicaid i n state s that have tak en u p th e A CA  expansion.  In n on-expansion states,  people with incomes  
between 100 and 138 percent  of  the p overty line are eligible for  subsidized marketplace coverage,  but  people with 
incomes below 100 percent of the poverty line fall into a coverage gap (eligible for neither form of subsidized coverage).  
6  The  exceptions  are  Alaska,  where  the  uninsured  rate i s less for  those b etween 2 50 an d 4 00 p ercent of the p overty l ine  
than fo r  those b etween 4 00 an d 5 00 p ercent (though th e u ninsured r ate fo r  those b etween 1 38 an d 2 50 p ercent of the  
poverty line is  still  higher),  and th e D istrict of Columbia and V ermont, where the uninsured rate is  slightly less  for  those 
between 138 and 250 percent  of  the poverty line than those between 250 and 400 percent.  The  District  of  Columbia  
provides  Medicaid to people with incomes  up to about  215 percent  of  the poverty line.   
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FIGURE 1 

Increasing Coverage Will Require Improving Subsidies 
Uninsured people at all income levels consistently cite cost as the greatest barrier to coverage.7  

Improving outreach and making it easier to enroll in marketplace plans  can  significantly  increase  
enrollment, especially among subsidy-eligible people w ho may not realize how much financial 
assistance they qualify for.8  But sharply re ducing uninsured rates and improving ac cess to care  will 
also require making financial assistance more  adequate. Importantly, reducing sticker price  premiums 
generally does not  make coverage more affordable for people who are eligible for subsidies. (Se e  
box,  “How ACA Subsidies Work.”)   

7  Sara  R.  Collins, Munira Z. Gunja, and Michelle M. Doty, “Following the ACA Repeal-and-Replace  Effort,  Where  Does  
the U .S.  Stand o n In surance C overage?” C ommonwealth F und,  September  2017,  
https://www.commonwealthfund.org/sites/default/files/documents/___media_files_publications_issue_brief_2017_s 
ep_collins_2017_aca_tracking_survey_ib_v2.pdf.  
8  See for  example Joshua  Peck,  “Testimony Submitted to the House Appropriations  Subcommittee on Labor,  Health,  
and H uman S ervices,” F ebruary 6 ,  2019,  https://docs.house.gov/meetings/AP/AP07/20190206/108858/HHRG-116-
AP07-Wstate-PeckJ-20190206.pdf.  
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How ACA Subsidies Work 
Under the ACA, consumers with incomes below 400 percent of the poverty line are eligible for premium 
tax credits. For these consumers, net premiums for benchmark coverage are capped at a fixed share of 
income, ranging from 3.42 percent of income for someone earning 138 percent of the poverty line 
($17,236 for a single adult) to 9.86 percent of income for someone earning more than 300 percent of 
the poverty line ($37,470). 

Premium tax credits are calculated as the difference between the sticker price of the benchmark plan 
and the relevant percentage of income. The benchmark plan is the second-lowest-cost “silver” plan 
offered in the consumer’s area. Silver plans are those with “actuarial values” of about 70 percent, 
meaning that about 70 percent of expected health costs are covered by the premium, while about 30 
percent are covered by deductibles and other cost sharing. 

In addition to premium tax credits, consumers with incomes below 250 percent of the poverty line are 
eligible for cost-sharing assistance. That assistance raises the actuarial value of benchmark coverage 
from 70 percent to as much as 94 percent (for those with incomes below 150 percent of the poverty 
line). Where a typical 70 percent actuarial value plan has a deductible of about $4,000, a typical 94 
percent actuarial value plan has a deductible of about $200. 

The A CA’s subsidy structure m eans that  policies that  reduce  sticker  price  premiums,  such as 
reinsurance  programs, generally don’t  help subsidized co nsumers.a    

To see why, consider the example of a subsidized consumer in Baltimore, Maryland, a state that saw 
significant drops in sticker price premiums from 2018 to 2019 due to introducing a reinsurance 
program. For a single 45-year-old earning $24,000 (about twice the poverty line), the 2018 benchmark 
plan had a sticker price premium of $516 per month. But the net premium was set at 6.29 percent of 
income, or $126 per month, with a premium tax credit of $390 making up the difference ($390 = 
$516 – 6.29%*$24,000/12). 

In 2019 the sticker price premium for such a consumer’s benchmark plan fell by about 8 percent, to 
$474 per month. But the net premium remained almost unchanged, at $129 per month. The premium 
tax credit declined to $345 due to the lower sticker price. 

By  lowering  sticker  prices,  reinsurance p rograms c an m ake  coverage m ore af fordable f or  unsubsidized  
consumers (those w ith  incomes  over  400  percent  of  the  poverty  line).  But  making  coverage  more  
affordable for  subsidized consumers requires  improving  subsidies.b  
a Reinsurance programs reduce premiums by reimbursing insurers for some of the costs associated with high-cost 
enrollees. 

b Extending subsidies to people with incomes over 400 percent of the poverty line is generally also the better approach 
to helping these consumers. See Aron-Dine, “Making Health Insurance More Affordable for Middle-Income Individual 
Market Consumers.” 

Evidence from state policies and recent federal policy changes confirms that subsidy 
improvements substantially increase take-up of marketplace coverage and reduce uninsured rates. 

•  States that offer extra financial assistance have lower uninsured rates. Most  striking, 
Massachusetts offers sizable  additional subsidies that greatly reduce  premiums for marketplace  
enrollees with incomes below 300 percent of the poverty line. The  state’s supplemental 
assistance also reduces cost sharing (compared to the levels under the ACA), especially for 
people w ith incomes between 200 and 300 percent of the poverty line. For example, people  
with incomes between 138 and 150 percent of the poverty line are guaranteed a $0 premium 
plan option, compared to premiums of $48  to $63  for benchmark coverage in other states. 
Similarly, people  with incomes between 200 and 250 percent of the poverty line pay $85 per 
month for the lowest-cost plan in Massachusetts, compared to $132  to $211  per month for 
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the benchmark plan in other states.9  Massachusetts has the lowest overall non-elderly  
uninsured rate in the nation (3.2  percent), as w ell as the lowest uninsured rate for people with 
incomes between 138 and 250 percent of the poverty line.  

Several other states offer some, though generally less, additional help to low- and moderate-
income consumers. Minnesota and New York both have Basic Health Programs open to people 
with incomes between 138 and 200 percent of  the poverty line, with premiums lower than what 
these consumers would pay for marketplace coverage. The District of Columbia allows people 
with incomes up to about 215 percent of the poverty line to enroll in Medicaid, and Vermont 
provides supplemental financial assistance to people with incomes between 200 and 300 percent 
of  the poverty line. While these states (as well as Massachusetts) have also adopted other policies 
that help increase coverage, it’s noteworthy that all have below average uninsured rates, even 
compared to other states that have expanded Medicaid. 

• A rigorous study of  the Massachusetts  program finds   extra financial assistance greatly  
increases take-up of  marketplace coverage.  Massachusetts’  subsidies are structured  such  
that premiums increase by about $40 per  month at 150 percent, 200 percent, and 250 percent of  
the federal  poverty level. That  means  that  researchers  can  estimate  the  impact  of  lower  
premiums by comparing enrollment rates among people  just  above versus just below  those cut-
offs.  Using  that  approach,  a study by Massachusetts Institute of  Technology and Harvard 
economists finds  that cutting premiums by about $40 per  month  increases take-up of  individual 
market coverage among eligible people by  14  to  24  percentage points, with larger effects at lower 
income levels.10  (For  example,  they  estimate  that  70  percent  of  eligible  people  in Massachusetts  
with  income just above 150 percent of  the poverty line took up marketplace coverage  in 2011, 
compared to 94 percent of  people with  incomes just below 150 percent of  the poverty line.)  

Notably, the additional people who enroll due to lower premiums  are healthier  and have lower 
health care  spending, on average, than those who enroll with less financial assistance. For 
example, monthly  costs are 14 percent hig her among people with incomes  just  above  150 
percent of  the poverty line  (facing higher  net premiums)  than  just below  150 percent of  the 
poverty line  (facing lower  net premiums), the researchers estimate.  That  suggests  that  improving  
financial assistance would not only increase coverage rates but  also strengthen the marketplace  
risk  pool,  which  would  reduce  sticker price premiums.   

• “Silver loading,” which  increases financial assistance, appears to have increased take-up 
of  marketplace coverage. In late 2017, the Trump Administration decided to stop reimbursing 
marketplace insurers for the cost-sharing reductions (CSRs) they are required to provide to  
lower-income consumers. While  President Trump  was cl ear  that he expected  stopping CSR 
payments  would  destabilize the marketplaces,11  his decision ended up benefiting consumers.  

9  The  plans  consumers  can  obtain  for  these  premiums  in  Massachusetts  also  have  lower  out-of-pocket  costs  than 
benchmark coverage in other  states,  taking into account  the ACA’s  cost-sharing assi stance.  On th e o ther  hand,  since th e  
benchmark plan is  the second-lowest-cost  silver  plan,  consumers  in other  states  can purchase the lowest-cost  silver  plan 
for  a lower  net premium  than th ey p ay fo r  benchmark c overage.   
10  Amy  Finkelstein,  Nathaniel  Hendren  and  Mark  Shepard,  “Subsidizing  Health  Insurance  for  Low-income Adults: 
Evidence  from  Massachusetts,”  National  Bureau  of  Economic  Research,  June  2018,  
https://economics.mit.edu/files/15852.  
11   Michael  C.  Bender,  Louise  Radnofsky,  and  Peter  Nicholas,  “Trump  Threatens  to  Withhold  Payments  to  Insurers  to  
Press  Democrats  on  Health  Bill,”  Wall  Street  Journal, April 12, 2017, https://www.wsj.com/articles/trump-threatens-to-
withhold-payments-to-insurers-to-press-democrats-on-health-bill-1492029844.  
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Ending CSR reimbursements gave rise to “silver loading,” or insurers building the cost of  CSRs  
into their  marketplace  silver plan  premiums.  Because premium tax credits are based on silver  
plan premiums, that approach makes financial assistance more generous. (See box,  “How Silver  
Loading Is Making Coverage More Affordable.”) But the extent to which silver loading 
increased financial  assistance  in 2018 varied significantly by state.  

Looking across states, marketplace  enrollment in  2018 increased  more in states where silver  
loading had a greater impact on premium tax credits. Moreover, the correlation was greatest for 
consumers with  incomes between 250 and 400 percent of  the poverty line, who benefit the  
most from silver loading;  it was weaker  for consumers with incomes between 200 and 250 
percent of  the poverty line, who benefit some;  and  was  approximately 0 for consumers with 
incomes  below 200 percent of  the poverty line,  who  benefit little.12  Consistent with these data,  
the Congressional  Budget Office  estimates that silver  loading is reducing the number  of  
uninsured by 500,000 to 1 million  people.13   
 

12  The  correlation  was  slightly  negative  for consumers with incomes above 400 percent of the poverty line, whose  
incentive under silver  loading often is  to instead enroll  in individual  market  plans  offered outside the marketplaces,  
meaning  they  would  not  be  counted  in  these  data.   Specifically,  the  correlation between the percent  change in enrollment  
and th e state -level gap between the  premium i ncrease for  the benchmark silver  plan versus  the lowest-cost  bronze plan 
(in H ealthCare.gov state s) was 0.05 fo r  people w ith i ncomes between 1 00 an d 1 50 p ercent  of  the poverty line,  0.02 from  
150 to 200 percent  of  the poverty line,  0.29 from 200  to 2 50 p ercent of the p overty l ine,  0.40 fr om  250 to 3  00 p ercent of 
the p overty l ine,  0.39 fr om  350 to 4  00 p ercent of the p overty l ine,  and  -0.17 for  those above 400 percent  of  the poverty 
line or with unknown income.   
13  Congressional  Budget  Office,  “Appropriation of  Cost-Sharing Reduction Subsidies,” March 19,  2018,  
https://www.cbo.gov/publication/53664.  
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How Silver Loading Is Making Coverage More Affordable 
Under the ACA, insurers are required to provide reduced cost sharing (lower deductibles, co-pays, and 
co-insurance) to lower-income consumers who enroll in silver tier marketplace plans; the federal 
government is then supposed to compensate insurers through cost-sharing reduction payments. After 
the Trump Administration halted these payments in October 2017, insurers in most states began 
instead defraying their costs by charging higher silver plan premiums, a practice referred to as “silver 
loading.” 

That shift in how insurers are compensated for cost-sharing assistance has resulted in more affordable 
coverage options for many people. The ACA’s premium tax credits are based on the premium of the 
second-lowest-cost silver plan where a person lives, but consumers can also use these tax credits to 
purchase bronze (lower premium, higher deductible) or gold (higher premium, lower deductible) plans. 
Their net premium is the difference between the sticker price premium for the plan they select and 
their tax credit. 

Because  of  the  Administration’s decision to  halt  cost-sharing reduction payments,  silver  plan premiums 
—  and therefore premium t ax  credits —  increased  more  rapidly  than bronze or  gold plan premiums for  
2018.  The  result  is that  many  subsidized consumers  can  now purchase bronze plans  with  very  low net  
premiums,  or  can purchase  lower-deductible gold plans  for  less  than silver  plans.  Meanwhile,  
unsubsidized consumers  can  largely avoid th e p remium  increases re sulting from  silver loading by  
purchasing bronze  or  gold  plans or,  in many  states,  by  purchasing silver  plans outside  the  ACA  
marketplaces.  

In 2018, millions of consumers were able to lower their premiums, cost sharing, or  both due to silver  
loading. The benefits involved are significant:  a typical  45-year-old purchasing  a bronze or  gold plan is  
paying $1,085 less per  year  than without  silver  loading,  while  a 60-year-old is  paying  $2,039  less.a  And 
(as noted elsewhere) the Congressional  Budget  Office (CBO)  estimates  silver  loading  is  increasing 
coverage by   500,000 to 1  million people.  

The u ninsured-rate d ata c ited i n th is a nalysis p redate s ilver loading,  but other data c onfirm  that,  even  
though s ilver loading h as m ade c overage m ore a ffordable fo r subsidized c onsumers,  it has n ot 
reversed  the b asic fi nding th at lower-income  people  are  much  more  likely  to  be  uninsured.b  
Nonetheless,  silver  loading  has  been a significant  step  in the direction of  making  coverage more 
affordable  at  lower  income levels.  Reversing  silver  loading  by  restoring  direct  payments  of  cost-sharing 
reductions  —  without  compensating  improvements  in  subsidies  —  would cut  over  $10  billion  per  year  
from  federal  subsidies,  according to   CBO  estimates,  making c overage l ess a ffordable fo r millions o f 
people  and  increasing uninsured rates.   

H.R.  5155,  the  House  ACA  improvement  bill  discussed  in  this  analysis,  would  restore  direct  payments  
of  cost-sharing reductions,  undoing silver  loading.  However,  it  would co uple t hat  change with increases 
in  subsidies  that  would  more  than  make  up  for the  loss o f silver loading ( and  would  use  the  federal  
savings from  ending silver  loading to par tially  pay  for  those i mprovements).   
a  Aviva Aron-Dine,  “Individual  Market  Stabilization  Proposals  Should  Avoid  Raising  Costs  for Consumers,” C enter on  
Budget  and Policy  Priorities,  March 9,  2018,  https://www.cbpp.org/research/health/individual-market-stabilization-
proposals-should-avoid-raising-costs-for-consumers.  
b  Based on the National  Health Interview  Survey,  in the first  nine months  of  2018,  the uninsured rate was  20.6  percent  
among  non-elderly  adults  with incomes  between 138 and 250 percent  of  the poverty  line,  11.8  percent for those  with  
incomes  from  250  to  400  percent  of  the  poverty  line,  and  4.6  percent  above  400  percent  of  the  poverty  line.  National  
Center  for  Health  Statistics,  “Health  Insurance  Coverage:  Early R elease  of Estimates  from  the  National  Health  Interview 
Survey,  January-September  2018,”  February  27,  2019,  
https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201902.pdf.  
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Policy Options for Improving Financial Assistance 
Several legislative proposals introduced in the previous Congress would significantly improve the 

ACA’s subsidies, reducing both premiums and out-of-pocket costs (deductibles, co-insurance, and 
co-payments) for subsidized consumers. H.R. 5155, introduced by Representatives Frank Pallone, 
Richard Neal, and Bobby Scott (now the chairs of the three House committees with jurisdiction 
over the ACA), would significantly increase both premium tax credits and cost sharing assistance, 
lowering net premiums for subsidized ACA consumers to closer to Massachusetts levels. The bill 
would also extend subsidies to people above 400 percent of the poverty line. 

Legislation introduced by Senator Elizabeth Warren (S. 2582) would make similar changes. Other 
proposals would make more limited but targeted improvements, for example lowering premiums for 
young adults (S. 2529, introduced by Senator Tammy Baldwin). All of these proposals would 
advance the goals of expanding coverage and making premiums and out-of-pocket costs more 
affordable for those who are already insured. 

Major subsidy improvements along the lines of those included in H.R. 5155 would likely  extend 
coverage to at least  several million people, at a  cost of several hundred billion dollars  over ten  
years.14  One option for offsetting the cost  would be to roll back a portion of the  tax cuts in the  2017 
tax bill, which will cost nearly  $2 trillion over ten  years. Notably, the 2017 tax bill cut $314 billion 
over ten  years from health programs by repealing the ACA’s individual mandate  penalty, leading 
fewer people to sign up for subsidized coverage.15  Undoing tax cuts worth that amount could pay  
for major subsidy improvements.  

 

14  The  Urban Institute found that  a  similar  set  of  changes  would have cost  $221 billion from 2016  to  2025.  Linda  J.  
Blumberg  and  John  Holohan,  “After  King  v.  Burwell: Next Steps for the Affordable Care Act,” Urban Institute, August  
2015,  https://www.urban.org/sites/default/files/publication/65196/2000328-After-King-v.-Burwell-Next-Steps-for-
the-Affordable-Care-Act.pdf. Costs would b e h igher  in th e 2 020-2029 budget  window,  but  would be partially offset  by 
undoing silver loading; see box, “How Silver Loading Is Making Coverage More Affordable.”  
15  Aviva  Aron-Dine,  “Senate  Tax  Bill  Would  Add  13  Million  to  Uninsured  to  Pay  for  Tax  Cuts  of  Nearly  $100,000  Per  
Year  for  the  Top  0.1  Percent,”  Center  on  Budget  and  Policy Priorities,  November  15,  2017,  
https://www.cbpp.org/blog/senate-tax-bill-would-add-13-million-to-uninsured-to-pay-for-tax-cuts-of-nearly-100000-
per-year.  
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Appendix Table: Non-Elderly Uninsured, by Income, 2017 

State Non-elderly uninsured 

Below  
138%  FPL  

138%-
250% FPL  

250%-
400%  FPL  

400%- 
500%  FPL  

Above 
500%  FPL  Total 

Non-elderly uninsured rate (%) 

Below  
138%  
FPL  

138-
250% 
FPL  

250-
400%  
FPL  

400-
500% 
FPL  

Above 
500%  
FPL  Total 

Alabama 214,810 114,260 69,990 20,570 29,220 448,850 20.6 13.6 8.1 5.2 3.5 11.3 
Alaska 19,670 30,150 20,100 11,980 15,880 97,790 17.5 27.0 14.8 18.0 7.4 15.3 
Arizona 228,990 219,960 132,690 43,310 53,160 678,100 17.3 18.0 10.7 7.8 4.0 12.0 
Arkansas 87,540 69,540 46,600 13,920 14,440 232,040 13.6 12.1 8.8 5.9 3.2 9.5 
California 871,290 803,460 588,360 177,120 298,100 2,738,320 12.8 12.5 9.0 5.8 2.8 8.2 
Colorado 105,360 124,490 100,730 31,310 43,110 404,990 13.9 14.6 9.9 5.9 2.8 8.6 
Connecticut 47,590 50,960 47,500 15,490 30,780 192,320 11.2 11.9 8.5 5.2 2.6 6.6 
Delaware 14,310 16,370 11,780 3,750 4,360 50,570 9.4 13.4 7.7 4.1 1.8 6.6 
DC 5,800 5,430 6,390 1,260 4,690 23,580 4.7 7.4 8.3 2.5 1.9 4.1 
Florida 932,910 769,480 538,040 153,200 212,180 2,605,800 25.0 20.6 14.8 9.8 5.6 15.9 
Georgia 557,200 377,970 233,010 77,220 98,160 1,343,560 27.0 20.9 12.9 8.8 4.4 15.3 
Hawaii 15,300 12,550 9,790 5,120 7,070 49,820 9.4 6.6 3.7 3.4 1.9 4.4 
Idaho 64,320 52,560 38,540 10,480 14,000 179,890 21.1 14.3 11.3 8.0 5.0 12.6 
Illinois 281,360 251,540 183,420 58,230 61,380 835,930 13.5 13.3 8.3 5.1 1.9 7.9 
Indiana 194,200 163,250 105,080 37,180 37,370 537,080 16.7 14.7 8.2 6.0 2.9 9.8 
Iowa 36,700 42,570 33,860 8,690 9,420 131,240 8.5 8.5 5.5 2.7 1.4 5.2 
Kansas 98,040 69,840 45,790 8,010 17,060 238,750 21.6 14.2 8.0 3.1 2.8 10.0 
Kentucky 93,420 69,170 45,880 11,700 13,440 233,610 9.8 9.2 5.7 3.3 1.8 6.4 
Louisiana 149,050 103,850 62,450 23,410 35,080 373,850 13.1 13.6 8.6 6.2 4.0 9.6 
Maine 36,930 29,350 20,440 7,430 7,460 101,610 18.8 15.6 8.4 5.6 2.6 9.8 
Maryland 95,250 97,800 82,040 25,110 55,860 356,060 13.5 12.9 8.9 4.5 2.7 7.1 
Massachusetts 44,000 41,930 42,980 16,650 32,970 178,540 5.2 5.9 4.5 2.8 1.4 3.2 
Michigan 167,300 157,240 102,060 23,510 42,330 492,450 9.3 10.1 5.6 2.9 2.0 6.1 
Minnesota 72,280 74,450 56,530 14,400 24,070 241,720 10.4 10.0 5.7 2.5 1.5 5.2 
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Appendix Table: Non-Elderly Uninsured, by Income, 2017 

State Non-elderly uninsured 

Below  
138%  FPL  

138%-
250% FPL  

250%-
400%  FPL  

400%- 
500%  FPL  

Above 
500%  FPL  Total 

Non-elderly uninsured rate (%) 

Below  
138%  
FPL  

138-
250% 
FPL  

250-
400%  
FPL  

400-
500% 
FPL  

Above 
500%  
FPL  Total 

Mississippi 161,320 98,070 57,160 14,310 15,980 346,850 22.2 17.6 10.9 6.5 3.9 14.2 
Missouri 228,170 149,580 97,480 23,770 33,310 532,290 21.2 15.0 8.5 4.3 2.8 10.7 
Montana 28,080 27,550 19,590 6,070 10,530 91,830 16.4 15.5 10.4 6.6 5.0 10.9 
Nebraska 64,120 41,900 31,790 10,760 9,370 157,930 23.1 13.6 7.6 5.6 2.4 10.0 
Nevada 105,270 97,860 64,990 22,030 30,940 321,080 19.8 17.4 11.0 8.6 5.6 12.9 
New Hampshire 17,120 18,990 22,430 6,760 7,760 73,070 13.5 12.4 9.6 4.7 1.9 6.8 
New Jersey 204,600 172,050 143,860 49,600 89,080 659,180 18.7 16.2 11.0 6.2 2.8 8.8 
New Mexico 67,500 52,150 40,610 9,010 12,810 182,070 13.4 14.2 11.1 5.8 4.1 10.7 
New York 335,770 279,590 230,500 85,410 154,720 1,085,990 9.8 10.4 7.7 5.2 2.8 6.7 
North Carolina 446,620 308,770 185,460 53,010 67,050 1,060,920 23.0 17.7 10.1 6.3 3.3 12.6 
North Dakota 19,250 14,520 11,970 3,580 4,750 54,070 20.9 13.2 7.6 4.8 2.5 8.6 
Ohio 213,990 208,730 130,700 43,630 54,550 651,600 10.5 11.6 6.1 4.1 2.2 6.9 
Oklahoma 213,500 153,500 88,390 31,450 40,780 527,630 26.0 20.9 12.4 9.8 6.3 16.3 
Oregon 77,650 87,840 60,840 19,500 26,640 272,480 11.2 13.6 8.0 5.6 2.9 8.1 
Pennsylvania 209,740 198,250 151,070 40,950 76,120 676,130 10.8 11.6 6.7 3.6 2.4 6.6 
Rhode Island 14,450 13,400 9,090 3,290 5,030 45,260 9.9 9.3 5.5 3.6 1.7 5.3 
South Carolina 241,800 143,320 95,720 21,590 36,870 539,290 24.0 16.3 10.8 5.6 4.2 13.4 
South Dakota 34,180 20,020 17,190 2,270 3,550 77,210 24.8 15.1 9.3 3.0 2.1 11.0 
Tennessee 249,080 168,520 108,920 35,420 49,410 611,350 19.1 14.4 8.6 6.4 4.1 11.1 
Texas 1,767,930 1,404,410 941,930 246,690 383,370 4,744,330 31.7 27.7 18.3 10.7 6.2 19.5 
Utah 88,870 85,840 57,660 17,240 23,430 273,040 20.7 14.0 8.0 5.2 3.7 10.0 
Vermont 3,380 6,500 7,610 2,800 4,390 24,690 3.9 6.3 7.0 5.0 3.3 5.1 
Virginia 237,640 192,930 154,350 48,510 72,190 705,610 21.1 17.0 10.7 6.3 2.9 10.1 
Washington 128,460 116,100 99,330 34,630 54,840 433,370 12.4 11.1 7.7 5.0 2.6 7.0 
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Appendix Table: Non-Elderly Uninsured, by Income, 2017 

State Non-elderly uninsured 

Below  
138%  FPL  

138%-
250% FPL  

250%-
400%  FPL  

400%- 
500%  FPL  

Above 
500%  FPL  Total 

Non-elderly uninsured rate (%) 

Below  
138%  
FPL  

138-
250% 
FPL  

250-
400%  
FPL  

400-
500% 
FPL  

Above 
500%  
FPL  Total 

West  Virginia  37,200  25,460  21,010  8,420  8,680  100,760 9.1  9.4  6.7  5.6  3.1  7.1  
Wisconsin  92,990  93,690  61,350  15,310  23,830  287,170  11.4  10.8  5.7  2.5  1.8  6.1  
Wyoming  24,640  19,520  12,970  5,110  6,850  69,080  28.6  20.5  11.6  7.8  5.8  14.4  
United States  9,746,900  7,947,200  5,548,020  1,660,150  2,468,430  

 

27,370,700  17.5  15.5  9.8  6.0  3.2  10.2  
Source: CBPP analysis using the Census Bureau’s 2017 American Community Survey data. FPL = federal poverty line. Non-elderly refers to those under age 65. All figures are 
rounded to the nearest ten. All figures are for those in the Census Bureau’s poverty universe, the group of people for whom the Census Bureau gathers information on poverty 
status. This excludes those who are institutionalized or foster care children. Income cut-offs correspond to $17,236, $31,225, $49,960, and $62,450 for a single adult, or 
$35,535, $64,375, $103,000, and $128,750 for a family of four. 
People with incomes between 138 and 400 percent of the poverty line are generally eligible for subsidized marketplace coverage, although our analysis does not allow us to 
separate out those who are ineligible for marketplace coverage because of their immigration status or ineligible for subsidies because they have an offer of employer 
coverage. People with incomes below 138 percent of the poverty line are generally eligible for Medicaid in states that have taken up the ACA expansion. In non-expansion 
states, adults with incomes between 100 and 138 percent of the poverty line can obtain subsidized marketplace coverage, but adults with incomes below 100 percent of the 
poverty line are caught in a “coverage gap,” unable to access either form of subsidized coverage. People with incomes above 400 percent of the poverty line are ineligible for 
subsidies because of their incomes. 
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Making Health Insurance More Affordable for Middle-
Income Individual Market Consumers 

By Aviva Aron-Dine 

 
The Affordable Care Act (ACA) has extended health coverage to over 20 million people and has  

lowered the cost of coverage or care  for millions more. But  a frequent criticism of the law is that  it  
has not done enough to make coverage affordable for middle -income  individual market consumers. 
The  solution to this problem is straightforward. Increasing or eliminating the income cap on the  
ACA’s premium tax credits would ensure that  nearly all consumers have  coverage options that cost 
less than 10 percent of their incomes. ( A companion CBPP analysis discusses policies to make  
coverage more affordable for low- and moderate-income people, who still face the greatest  
affordability challenges and the highest uninsured rates.1)  

About 6 million people purchase individual market plans without premium tax credits, and 
another 4 to 5 million people with incomes too high to qualify for subsidies are uninsured. 
Discussions about how to help these consumers are often unduly focused on sticker price premiums. 
A common assumption is that premiums in the ACA individual market are exceptionally high 
relative to other health insurance markets, and that solving this problem requires structural change 
to the ACA. 

In fact, as of 2017 — after insurers raised premiums to bring them in line with costs and achieve 
sustainable margins, but before Trump Administration actions that further increased premiums — 
ACA individual market premiums were roughly in line with premiums for employer plans with 
similar cost sharing (although individual market plans often had narrower networks). But in the 
individual market, middle-income consumers generally receive no tax subsidies and pay their entire 
premium out of their take-home pay. In contrast, middle-income people with employer coverage 
receive substantial tax subsidies and often have much of their premium paid by their employer. 

Under the ACA, people with incomes below 400 percent of the federal poverty line (about 
$50,000 for a single person or $100,000 for a family of four) are eligible for premium tax credits that 
make up the difference between premiums and a set percentage of income (for example, 9.86 

1  Aviva  Aron-Dine  and  Matt  Broaddus,  “Improving  ACA  Subsidies  for  Low- and M oderate-Income C onsumers Is Key to   
Increasing C overage,” C enter  on B udget and  Policy P riorities,  March 2 1,  2019,  
https://www.cbpp.org/research/health/improving-aca-subsidies-for-low-and-moderate-income-consumers-is-key-to-
increasing.   

1 

https://www.cbpp.org/research/health/improving-aca-subsidies-for-low-and-moderate-income-consumers-is-key-to-increasing
http://www.cbpp.org
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percent for people with incomes between 300 and 400 percent of the poverty line). But people with 
incomes above 400 percent of the poverty line are not eligible for financial help, regardless of how 
high their premiums are as a share of their incomes. Extending premium tax credits to people at 
higher income levels would make net premiums more affordable for middle-income consumers. It 
would do so by subsidizing their coverage by amounts that would be likely be similar to or less than 
the tax benefits that middle-income people with employer plans get, on average. 

Expanding eligibility for premium tax credits is better for both consumers and the individual 
market as a whole than other commonly discussed approaches to making coverage more affordable 
for middle-income people. 

• It is significantly more targeted than subsidizing premiums though a federal reinsurance 
program. A similar-cost reinsurance program would provide substantially less help to middle-
income people, while subsidizing coverage for high-income people by thousands of dollars. It 
would also provide less help to older people and people in high-cost areas. And a reinsurance 
program would offer consumers, and the market as a whole, less protection against future 
adverse cost shocks. 

• It would make coverage more affordable for both healthy and sick people with incomes above 
400 percent of the poverty line, unlike the Administration’s preferred alternative of expanding 
access to plans exempt from ACA consumer protections. Expanding access to non-ACA 
plans reduces premiums for healthy people at the expense of higher premiums for people with 
pre-existing conditions and others who need comprehensive coverage. Meanwhile, because 
those plans often exclude critical services and impose annual limits on coverage, people 
purchasing them may face catastrophic costs if they get sick. 

Eliminating the income cap on premium tax credits would  reduce premiums for middle-income  
people already purchasing individual market coverage and would lead 1.7 million addit  ional pe ople  
to gain coverage, at a  cost of about  $10 billion pe r year, according to estimates by  RAND 
Corporation researchers.2  Rolling bac k the Administration’s expansion of non-ACA plans c ould help
cover part of the cost, since that  expansion w ill increase federal spending by billions of dollars over 
the coming decade ( as explained below). Offsets  could also include a range  of Medicare payment  
reforms included in both the Trump and Obama budgets; creating a public option that would put  
downward pressure on ACA individual market prices, which would reduce  federal costs for 
premium tax credits for those already eligible; and/or rolling back  even  a modest  portion of the  
2017 tax bill, which will cost nearly $2 trillion over 10 years.  

 

Notably, the 2017 tax bill cut $314 billion over ten years from health programs by repealing the 
ACA’s individual mandate penalty, leading fewer people to sign up for subsidized coverage. 
Undoing tax cuts worth that amount could pay for both extending premium tax credits to people 
with higher incomes and improving tax credits for people with lower incomes. 

2  Jodi Liu and Christine Eibner, “Expanding Enrollment Without the Individual  Mandate:  Options  to Bring More People Into 
the In dividual  Market,” C ommonwealth  Fund,  August 2018,  https://www.commonwealthfund.org/sites/default/files/2018-
08/Liu_expanding_enrollment_without_mandate.pdf.  

2 
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ACA Premiums Were in Line with Employer Premiums Prior to Trump Actions 
Discussions about affordability challenges for middle-income individual market consumers often 

start from the assumption that  premiums in the ACA individual market are  far  higher than in other 
health insurance markets due  to severe adverse selection.3  This impression was reinforced by large  
premium increases in 2017 ( prior to Trump Administration actions weakening the ACA).  

But in fact, as of 2017 —  after  these premium increases — ACA individual marke t premiums were  
roughly in line with premiums for employer coverage  with similar out-of-pocket costs (deductibles, 
co-pays, and co-insurance), a reasonable proxy for the cost of providing private coverage to a broad 
cross-section of the population. For example, about  60 percent  of ACA marketplace consumers 
lived in states where  benchmark premiums for ACA coverage  were below  or equal to employer 
premiums, and another 17 percent lived in states where  they wer e no more than 10 percent higher, 
according to an Urban Institute analysis.4  (See Figure 1.)  Individual market plans often have  
narrower networks than employer plans, which lowers prices, and so similar premiums indicate that  
the individual market risk pool was likely modestly weaker, on average.5  But the dat a contradict  
claims that  healthy people have largely  exited the ACA marketplaces or that the structure of the  
ACA inherently leads to very high premiums.6   

Meanwhile, the 2017 individual market  premium increases brought premiums in line with costs, 
generating sustainable margins for individual market insurers.7  That suggests that premiums would 
likely have stabilized at these levels (that is, grown with economy-wide medical trends, keeping pace  
with employer premiums) if not for subsequent policy actions  undermining t he ACA.8  
  

3  This  analysis  uses  the  term  “ACA individual  market”  to  refer  to  all  health  plans  subject  to  the  ACA’s  consumer  protections  
and o ther  market  standards,  whether  sold o n o r outside HealthCare.gov and state marketplaces.   
4  The  Urban  Institute  analysis  compares  premiums  for  ACA benchmark  (second-lowest-cost  silver)  plans  with average 
premiums  for  employer  plans,  adjusted for  differences  in plan actuarial  value and enrollee age mix  across  the two markets.   
John Holahan  et  al., “The Evidence on Recent Health Care Spending Growth and the Impact of the Affordable Care Act,”  
Urban  Institute,  May  2017,  http://www.urban.org/sites/default/files/publication/90471/2001288-
the_evidence_on_recent_health_care_spending_growth_and_the_impact_of_the_affordable_care_act.pdf.  
5  While  the  Urban  Institute  study  adjusts  for  differences  in  cost  sharing  between  plans  and  for  differences  in  the  age  
composition of  the two markets  (individual  market  consumers  are younger),  it  does  not  adjust  for  differences  in network 
breadth. Individual market plans generally have narrower networks and so would be expected to have modestly lower  
premiums  than employer  plans  if  the risk pools  were the same.  
6  See for  example  Edmund  F.  Haislmaier,  “2018  Obamacare  Health  Insurance  Exchanges:  Competition and Choice Continue 
to  Shrink,” H eritage F oundation,  January 2 5,  2018,  https://www.heritage.org/sites/default/files/2018-01/IB4813_1.pdf.  
7  Rachel  Fehr,  Cynthia  Cox,  and  Larry  Levitt,  “Individual  Insurance  Market  Performance  in  Mid-2018,” Kaiser  Family 
Foundation,  October  5,  2018,  https://www.kff.org/health-reform/issue-brief/individual-insurance-market-performance-in-
mid-2018/.  
8  This  was  the  conclusion  of  various  experts  in  2017.  See  for  example  Matthew  Fiedler,  “Taking  Stock  of  Insurer  Financial  
Performance  in  the  Individual  Health In surance M arket  Through 2 017,” B rookings Institution,  October  27,  2017,  
https://www.brookings.edu/research/taking-stock-of-insurer-financial-performance-in-the-individual-health-insurance-
market-through-2017/,  and K urt  Giesa,  “Analysis:  Market  Uncertainty D riving A CA  Rate In creases,” O liver  Wyman,  June 1 4,  
2017,  https://health.oliverwyman.com/2017/06/analysis_market_unc.html.  
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FIGURE 1 

After the ACA’s major individual market reforms t ook effect in 2014, per-person costs in the  
individual market  quickly  caught up with per-person costs in the large group and self-insured 
employer markets, data from a large medical claims database  show. But after that, growth in per-
person individual market costs largely  tracked cost growth in the employer market.9  As noted above, 
individual market premiums caught up with employer premiums a couple years later, in 2017, as 
insurers learned to price for a dramatically altered market  (and after the ACA’s temporary  
reinsurance program phased out).  

Since 2017, Administration and congressional actions (for example, the Administration’s cuts to 
outreach and advertising; its expansion of non-ACA plans, discussed below; and the repeal of the  
ACA’s individual mandate penalty) have weakened the ACA individual market risk pool and 
increased premiums relative to employer plans. Reversing t hese actions would reverse these 
increases. Proposals to introduce a public plan in the ACA marketplaces, with hospital and physician 
payment rates linked to Medicare payment rates,  could reduce costs and premiums more  
significantly.10  ACA individual market premiums are unlikely to fall far below  premiums for 

9  Figure  5  of  “S&P HealthCare  Claims  Indices  Monthly  Report  September  2017,”  
https://us.spindices.com/documents/commentary/sp-healthcare-claims-montly-report-sept-2017.pdf,  shows individual  
market  per-member  per-month  costs  catching  up  with  large  group  and  self-insured costs by late 2014 and generally tracking 
these c osts th rough  early 2 017.   
10  While  recent  estimates  are  not  available,  in  2013  the  Congressional  Budget  Office  estimated  that  a  public  option  would  save  
$158 billion over  ten years.   
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comparable employer coverage, however, since both are driven by the same trends in health care 
utilization and provider prices. This limits how much policies can realistically reduce ACA individual 
market premiums, absent larger changes that reduce health care prices and costs systemwide. 

Extending Eligibility for Premium Tax Credits Is the Best Option for Helping 
Middle-Income Consumers 

Even when premiums are similar, individual marke t plans are  generally  less affordable for middle-
income consumers than employer plans. Employees t ypically pay only a portion of premiums out of 
pocket, with their employers paying the rest.11  In addition, middle-income  families w ith employer 
coverage  receive  a tax subsidy ave raging over  $5,000, covering close to 40 percent of pre miums.12   

In contrast, t he roughly 6 million individual marke t consumers with incomes too high to qualify  
for premium tax credits pay the full sticker price of their plans out of pocket.13  The result is that  
some middle-income individual market consumers — e specially those  with incomes only modestly  
above 400 percent of the poverty line, those who are older, and those who live in high-cost areas —  
face premiums that exceed 15 or even 20 percent of their income.14  

A straightforward solution to making coverage more affordable for middle-income consumers 
would be to make them eligible for the ACA’s premium tax credits. For people with incomes below  
400 percent of the poverty line, premium tax credits are calculated as the difference between sticker 
price premiums for the benchmark  plan ( the second-lowest-cost silver plan available in t heir area)  
and a set share of income  — for e xample, 9.86 percent of income for people with incomes between 
300 and 400 percent of the poverty line.15  Premium tax credits cover the remaining cost of the plan.  

 

11  The  employer  share  of  premiums  is  still  paid  by  the  employee,  in  the  sense  that  wages  would  be  higher  if  these  premiums  
were  lower.  But  employees  have  little  awareness  of  these  forgone  earnings.  Moreover,  even  taking  forgone  earnings  into  
account,  individual  market  consumers  face  higher  premium bur dens  than people  with the  same  take-home pay and employer  
coverage.  On average,  employers  pay about  80 percent  of  single-person premiums.   
12  The  Treasury  Office  of  Tax  Analysis  estimates  that  the  value of  the exclusion for employer-sponsored h ealth c are av erages 
$5,383 for  families  receiving the tax  benefit  and with incomes  between 400 and 600 percent  of  the federal  poverty line,  
covering 38 percent  of  total  (employer  and employee)  premiums.  See tables  available at https://home.treasury.gov/policy-
issues/tax-policy/office-of-tax-analysis.  
13  Congressional  Budget  Office,  “Federal  Subsidies  for  Health  Insurance  Coverage  for  People  Under  Age  65:  2018  to  2028,”  
May  2018,  https://www.cbo.gov/system/files?file=2018-06/53826-healthinsurancecoverage.pdf. In addition, an estimated  4.7  
million  people  with  incomes  too  high  to  qualify  for  subsidies  are  uninsured. See  Linda  J.  Blumberg  et  al., “Characteristics of the  
Remaining  Uninsured:  An  Update,”  Urban  Institute,  July  11,  2018,  
https://www.urban.org/research/publication/characteristics-remaining-uninsured-update.  
14  Rachel  Fehr  et  al., “How Affordable Are 2019  ACA Premiums  for  Middle-Income P eople?” K aiser  Family F oundation,  
March  5,  2019,  https://www.kff.org/health-reform/issue-brief/how-affordable-are-2019-aca-premiums-for-middle-income-
people/.  
15  The  share  of  income  people  are  expected  to  pay  toward  benchmark  coverage  is set to increase gradually over time, and so it  
would  eventually  exceed  10  percent  of  income.  Two  of  the  major  congressional  proposals to e xtend p remium  tax credits to  
people with incomes  over  400 percent  of  the poverty line would eliminate this  indexing feature.  The  share  of  income people  
are e xpected t o p ay t oward b enchmark c overage i s lower  at  lower  income l evels.   
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If the cap on premium tax credits at 400 percent of the poverty line were  eliminated, with no 
other changes, individual market consumers at  all income levels would receive subsidies if their 
premiums exceeded 9.86 percent of inc ome.16  This structure has a number of desirable features.  

•  Middle-income people would receive the most help  from the change, while  premium  
tax credits  would automatically phase out at higher income levels.  For example, 
marketplace benchmark coverage costs an average  of $18,352 for a family of four.17  For a 
family with income  of $101,000 (just above 400 percent of the poverty line), that amounts to 
18.17  percent of income. If the income limit on premium tax credits were lifted, a family  
facing the national average premium  would therefore receive a premium tax credit of $8,393  
($18,352 –  9.86%*$101,000). A family with income of $150,000 would receive a premium tax 
credit of $3,562, while a family with income of $187,000 or higher would not receive a tax 
credit, because the sticker price premium is less than 9.86 percent of their income.   

• Older people would receive more help than younger people at the same income levels 
because younger people have lower sticker price premiums. (Younger people also tend 
to have lower incomes.) For example, marketplace benchmark coverage costs an average of 
$12,190 for a 60-year-old, compared to $6,486 for a 45-year-old, and $5,098 for a 30-year-old. 
A 60-year-old making $50,000 per year (just above 400 percent of the poverty line) and facing 
the national average premium would thus receive a premium tax credit of $7,260, compared to 
$1,556 for a 45-year-old and $168 for a 30-year-old. 

• People in areas with high health care costs and high premiums would receive more 
financial help than people in lower-cost areas. For example, for a single 45-year-old adult, 
the annual benchmark premium is $10,790 in Cheyenne, Wyoming (which has among the 
highest premiums in the country) compared to $4,181 in Boston, Massachusetts (which has 
among the lowest). Such a consumer making $50,000 per year would qualify for a premium 
tax credit of $4,930 in Cheyenne but would not qualify for a premium tax credit in Boston. 

16  Three  groups  would  remain  ineligible  for  subsidies:  people  with  incomes  below  100  percent  of  the  poverty  line,  who  fall  into  
a “coverage g ap” i n st ates that  have not  expanded Medicaid;  people ineligible due to their  immigration status;  and people 
ineligible because they have an employer offer that qualifies as affordable. Employer offers qualify as affordable if the  
employee share of  the single person  premium  for “minimum value” coverage is less than 9.86 percent, a standard that can bar 
people from  qualify for  subsidies  even if  the cost  of  family coverage significantly exceeds  9.86 percent  of  income and even if 
the c overage i s l ow  quality.  The s o-called “family glitch” should be addressed,  and standards  for  employer  plans  to qualify as  
offering “minimum  value” coverage should be raised.  See Center  on Budget  and Policy Priorities,  “Policies  Can Make Health 
Coverage  More  Affordable,  Accessible  to  Reach  the  Remaining Uninsured,” January 25,  2019,  
https://www.cbpp.org/research/health/policies-can-make-health-coverage-more-affordable-accessible-to-reach-the-
remaining.  
17 The family of four in these examples is composed of two 40-year-old parents, a 5-year-old, and a 10-year-old. Average 
premiums are from the Kaiser Family Foundation’s Health Insurance Marketplace Calculator. 
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•  Like other subsidized consumers,  middle-income people could use their premium tax 
credits to buy plans that cost  less than the benchmark, lowering their net premiums.  
The Trump Administration’s decision to stop paying cost-sharing reductions has led 
premiums for benchmark coverage to increase substantially relative to premiums for bronze  
(higher deductible) or gold (lower deductible) plan coverage. As a result, many consumers 
would be able to find bronze plans that cost considerably less than 9.86 percent of income, 
and gold plans that cost about that amount.  

For example, the 2019 premium for the lowest-cost gold plan is less than or similar to the  
premium for the benchmark silver plan in 21 of 51 cities examined in a Kaiser Family  
Foundation analysis, meaning that families could purchase gold plans for about 9.86 percent  
of income (or less). Meanwhile, in 40 of 51 cities, the family of four earning $101,000 could 
purchase a bronze plan for less than 7 percent of income.18  

•  The average federal tax subsidy for individual market consumers would likely  be  
similar to t he average subsidy for people at the same income levels with employer 
coverage. Treasury data show that  the average  federal tax subsidy per person with employer 
coverage who has income between 400 and 600 percent of the poverty line is about $2,500 
(about $5,000 per family). The  average premium tax credit per person with marketplace  
coverage would almost certainly be  similar to or less than that amount.19    

Eliminating the cap on premium tax credits at  400 percent of the poverty line would also address 
other problems. Currently, people who expect  to  fall below 400 percent of the poverty line but  are  
pushed just above  it  by unexpected income, such as a y ear-end bonus, must re pay their entire  
premium tax credit. That means a small change in income can result in very large repayment  
obligations. If the income cap on premium tax credits were eliminated, a person’s premium tax 
credit would fall when  their inc ome rose, but  he or  she wouldn’t  lose eligibility for premium tax 
credits altogether. Someone  whose income une xpectedly inc reased by $1,000, for example, would 
usually  owe  no more than $98.60  back,  rather than potentially  thousands of dollars.20    

Also important, eliminating t he income cap on premium tax credits would help protect the  
individual market risk pool as a whole against future unexpected cost shocks. Suppose premiums 
unexpectedly rise by 10 percent, for example due to a future Trump Administration policy that  
causes healthier people to exit the market. Premium tax credits would expand as needed to ensure  
that all consumers still had plan options costing less than 9.86 percent of income. This  automatic  

18  Rabah  Kamal  et  al., “2019 Premium Changes on ACA Exchanges,” Kaiser Family Foundation, October 11, 2018, 
https://www.kff.org/health-costs/issue-brief/tracking-2019-premium-changes-on-aca-exchanges/.  
19  The  Treasury  Office  of  Tax  Analysis  estimates  that  premium  tax  credits  average  $2,552  per  person-year  of  marketplace 
coverage for  people in families  with incomes  between 350 and 400 percent  of  the poverty line.  If  the income limit  on premium  
tax c redits w ere l ifted,  average v alues fo r  people w ith  incomes b etween  400  and  600  percent of the p overty l ine w ould  almost 
certainly be similar  to o r  less than that amount. This compares to a subsidy of $2,506 per  person-year  of  coverage for  people in 
families with i ncomes between 4 00 an d  600 p ercent of the p overty l ine w ith e mployer  coverage.   
20  Other  changes  in  circumstances,  such  as  changes  in  family  status,  could  still  result  in  larger  repayment  burdens,  and  so  
strengthening th e e xisting c aps o n  repayment amounts w ould  remain  important.  See T ara S traw,  “Threat of Tax C redit 
Repayment  Would  Reduce  Coverage,  Put  Many  Families  at  Financial  Risk,”  Center  on  Budget  and  Policy  Priorities,  November  
14,  2017,  https://www.cbpp.org/research/health/threat-of-tax-credit-repayment-would-reduce-coverage-put-many-families-
at-financial.  
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adjustment not  only protects consumers; it also protects the  risk pool by preventing additional 
healthy people from dropping coverage due to rising premiums. The availability of premium tax 
credits to people with incomes below 400 percent of the poverty line already prevents premium 
increases from causing significant deterioration in the ACA risk pool, but extending tax credits to all 
income levels would make the market even more robust.21   

Some have raised concerns about the impact of extending premium tax credits in markets with 
limited competition. As the textbox below explains, there are already checks in place to address this 
concern, and additional policies could be adopted. 

Premium Tax Credits Provide More Targeted Assistance Than Reinsurance 
A commonly discussed alternative approach to making coverage more affordable for middle-

income people is a reinsurance program, which would reimburse insurers for some of the costs 
associated with high-cost enrollees. 

Like eliminating the income cap on premium tax credits,  establishing a federal reinsurance  
program, or providing federal funding for state reinsurance programs, would reduce premiums for 
consumers by investing additional federal dollars. Also like extending premium tax credits, 
reinsurance  would provide  help almost exclusively to people who aren’t currently  eligible for 
subsidies.22   

But as a way of directing help to these consumers, reinsurance has two significant disadvantages 
compared to extending tax credits. 

First, the assistance it provides is significantly less targeted. Where extending premium tax credits 
would guarantee all consumers at least one coverage option that costs less than 10 percent of their 
incomes, a similar-cost, permanent federal reinsurance  program would reduce premiums by  about 25  
percent  across the board.23  That means:   

•  Reinsurance would s kew toward higher-income people, providing les s help to people 
just above 400 percent of the poverty line and more to those at much higher income 
levels.  For example, premium tax credits w ould offe r more help t han reinsurance  to  the 
family of four described in the example above  up to an inc ome level of $140,000. A  
reinsurance program w ould provide  a subsidy exceeding $4,000 even to families earning 
$200,000 or more. (See Figure 2.)   

21  Council  of  Economic  Advisers,  “Understanding  Recent  Developments  in  the  Individual  Health  Insurance  Market,”  January  
2017,  
https://obamawhitehouse.archives.gov/sites/default/files/page/files/201701_individual_health_insurance_market_cea_issue 
_brief.pdf.  
22  As  explained  above,  subsidized  consumers  pay  a  set  percentage  of  income  in  premiums,  with  premium  tax  credits adjusting  
as needed t o m ake u p t he d ifference.  Lowering st icker  price p remiums therefore d oesn’t  benefit  these c onsumers;  instead,  it  
reduces the federal cost for their premium tax credits.  
23  The  Congressional  Budget  Office  last  year  estimated  that  a  reinsurance program  with a  net  federal  cost  of  $4 billion per  year  
would  reduce  premiums  by  about  10  percent.  Thus,  a  reinsurance  program  with  a  net  cost  of  $10  billion  would  be  expected  to  
reduce premiums by about 25 percent. Congressional Budget Office, “Bipartisan  Health  Care  Stabilization  Act  of  2018,”  
March  29,  2018,  https://www.cbo.gov/system/files/115th-congress-2017-
2018/costestimate/bipartisanhealthcarestabilizationact.pdf.  
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But middle-income families need more help affording coverage. In addition to facing higher 
premium burdens as a share of income, middle-income families are more likely to be 
uninsured than those at higher income levels. For example, the uninsured rate for people from 
400 to 500 percent of the poverty line is 6.0 percent, compared to 3.2 percent for people 
above 500 percent of the poverty line. 

• Reinsurance would help older people less, and younger people with lower premiums 
more. As a result, typical middle-income older people would still face high premium burdens 
as a share of income. (See Figure 3.) 

• Reinsurance would provide less help to people in high-cost areas. Where extending 
premium tax credits would guarantee consumers in all states plan options costing 9.86 percent 
of income or less, under a similar-cost reinsurance program, benchmark premiums for a 
family of four earning $101,000 would exceed 15 percent of income in 14 of the 51 cities 
examined in the Kaiser Family Foundation analysis. 

FIGURE 2 

The same dynamics carry through to lower-cost versions of both reinsurance and enhanced tax 
credits. For example, one congressional proposal would increase the income limit on premium tax 
credits, rather than eliminate it, and both that proposal and a recent proposal from the Blue Cross 
Blue Shield Association would eliminate the income limit but require people at higher incomes to 
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pay  more than 10 pe rcent of income toward benchmark premiums.24  Compared to similar-cost 
reinsurance programs, these proposals would also target more resources toward middle-income  
people, older people, and people in high-cost areas.  

FIGURE 3 

Second, reinsurance offers consumers and the individual market as a whole less protection against 
future adverse cost shocks. Some reinsurance programs involve capped funding amounts, meaning 
the subsidy they provide would not grow at all in response to higher-than-expected health care costs. 
And even a reinsurance program that reimburses a fixed percentage of costs above some threshold 
would buffer only a portion of an unexpected cost shock. That means that premiums would still 
increase for consumers with incomes above 400 percent of the poverty line, and some 
disproportionately healthy consumers would drop coverage as a result, hurting the individual market 
risk pool. In contrast, as explained above, extending premium tax credits means that most 
consumers above 400 percent of the poverty line would be fully protected from adverse cost shocks, 
just as consumers with incomes below 400 percent of the poverty line are today. 

24  S.  1529 would make people with incomes  up to 800 percent  of  the poverty line eligible  for  tax c redits b ur  require th em  to  
contribute up to 15 percent  of  income;  the Blue Cross  Blue Shield Association proposal would require people to contribute up  
to  12  percent of income.  Blue  Cross  Blue  Shield  Association,  “Reducing  Individual  Market  Premiums  to  Expand  Access  to  
Coverage  and  Care,”  March  2019,  
https://s3.amazonaws.com/cdn720/bcbsprogresshealth/2019/2019_Issue%20Brief_Ind%20Market_Prem_FINAL.pdf.  
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Administration Alternatives Help Some at the Expense of Others 

The Administration’s proposed solution to the affordability challenges facing middle-income  
consumers is to allow more of them to purchase non-ACA plans. Most significant, the  
Administration is permitting so-called “short-term, limited duration” plans, previously limited to 
three months, to instead be issued for up to one year and to be renewed. These plans can deny  
coverage or charge higher premiums based on health status, impose annual and lifetime limits on 
coverage, and exclude essential health benefits. Centers for Medicare & Medicaid Services  
Administrator Seema Verma  has  touted these plans as the Administration’s solution for people with 
incomes too high to qualify for subsidies, commenting, “This final rule [e xpanding short-term plans]  
opens the door to new, more affordable coverage options for millions of middle-class Americans 
who have been priced out of ACA plans.”25   

Short-term plans do offer healthy people lower premiums. But  they do so by denying c overage to 
sicker people and by excluding coverage for various benefits, such as maternity care and prescription 
drugs. (A Kaise r Family Foundation survey of short-term plans offered in 2018 found that none  
covered maternity care, fewer than a third covered prescription drugs, and fewer than half covered 
treatment for substance use  disorders.26)  As a result, these plans’ savings c ome at the expense of two 
groups. First, because t hese plans pull healthy people out of the ACA individual market, they raise  
premiums for people who remain in these markets, including middle-income people with pre-
existing conditions. Second, initially healthy people who enroll in these plans but then experience  
illness or injury can find themselves exposed to catastrophic costs.  Consumers are unlikely to fully  
understand these plans’ limit ations and oft en will not appreciate their significance unless and until 
they get sick.27    

Lower-income consumers are protected from the higher premiums resulting from the  
Administration’s expansion of short-term plans because, as explained above, pre mium tax credits 
increase automatically  in response to premium increases. Because of these tax credit increases, the 
expansion of short-term plans will cost the federal government billions of dollars over ten  years, 
according to the Administration’s own estimates.28  By rolling back the short-term plans rule, 
policymakers could redirect these dollars to help pay for lifting the income limit on ACA subsidies. 
That would help middle- income people  — t hose who are healthy and also t  hose who are not  —  
afford comprehensive coverage.   

 

25  Department  of  Health  and  Human  Services  Press  Release,  “Trump  Administration  Delivers  on  Promise of  More Affordable 
Health  Insurance  Options,”  August  1,  2018,  https://www.hhs.gov/about/news/2018/08/01/trump-administration-delivers-
on-promise-of-more-affordable-health-insurance-options.html.  
26  Karen  Pollitz  et  al., “Understanding Short-Term  Limited  Duration  Health  Insurance,”  Kaiser  Family  Foundation,  April  23,  
2018,  https://www.kff.org/health-reform/issue-brief/understanding-short-term-limited-duration-health-insurance/.  
27  Sabrina  Corlette  et al., “The  Marketing  of  Short-Term  Health  Plans:  An  Assessment  of  Industry  Practices  and  State  
Regulatory  Responses,”  Georgetown  University  Health  Policy  Institute,  January  31,  
2019,  https://www.rwjf.org/en/library/research/2019/01/the-marketing-of-short-term-health-plans.html.  
28  The  Administration  estimates  that  the  expansion  of  short-term  plans w ill  increase ta x c redit costs b y a bout $3  billion  per  
year.  See Short-Term,  Limited  Duration  Insurance,  February  20,  2018,  https://s3.amazonaws.com/public-
inspection.federalregister.gov/2018-03208.pdf.  
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Concerns About Low-Competition Markets Not a Reason to Reject Tax Credit  
Improvements  

One concern about  eliminating  the income cap  on premium  tax  credits  is  that  doing  so could raise 
(sticker price) premiums in markets with limited competition. The worry is that, if a larger share of  
consumers were  eligible for  premium  tax  credits  that  adjust  based on changes  in benchmark  
premiums,  a monopoly insurer could i ncrease the be  nchmark premium d ramatically without losing 
significant enrollment.a   

But several  checks are i n place to ad  dress this concern.  Most  important,  an  overpriced  market  will  
eventually  attract  competitors.  Consistent  with  that,  after  many  insurers  set  premiums  above costs  
for 2018, new insurers entered many overpriced markets in 2019, increasing the average number 
of  insurers  from  three to  four in HealthCare.gov states.b  In addition:  

• Even if the income limit on premium tax credits were lifted, high-income consumers generally 
still wouldn’t qualify for subsidies because sticker price premiums would be less than 9.86 
percent of their incomes. 

• As a result of the ACA, individual market insurers are required to spend at least 80 cents of 
every dollar in premium revenue on medical costs (versus administrative costs and profits), or 
to rebate excess profits to consumers. This limits insurers’ incentives to exploit market power 
in setting premiums. 

• Also under the ACA, state regulators review individual market premiums and are generally  
empowered to challenge premiums that are not in line with costs.  

• Finally, if policymakers are still concerned about the risks associated with low-competition 
markets, they could pair eliminating the income limit on premium tax credits with the 
introduction of a public plan in the ACA marketplaces, either nationwide or as a backstop in 
markets with limited insurer and provider competition. As noted above, a public plan would 
also generate federal savings that could help pay for extending and improving premium tax 
credits. 

Moreover, concerns about impacts on sticker price premiums are not a reason to prefer a 
reinsurance program to extending premium tax credits. Under a reinsurance program, insurers pay 
only a portion of the cost of certain high-cost claims — 20 percent or less under several state 
programs. By insulating insurers from a large fraction of the cost of expensive care, reinsurance 
can reduce their incentive to keep costs down, particularly by negotiating rates with hospitals and 
other providers. This could increase premiums across both low- and high-competition markets. 

a Provided there are multiple insurers  in a market,  they  have strong  incentives  to  keep premiums low  even  if  virtually  all   
consumers receive  premium  tax  credits.  That’s because,  while  premium  tax  credits insulate  consumers from  across-the-
board  premium i ncreases,  they  still  pay  the full  difference between the benchmark premium and   the plan they select (or   
pay  less  if  they  choose  a plan cheaper  than the  benchmark).  Thus,  insurers  will  still  gain or  lose  business  based  on how   
they p rice  relative  to  their competitors.   
b Assistant  Secretary  for  Planning  and  Evaluation,  “2019 Health Plan Choice  and  Premiums in  HealthCare.gov  States,”   
Department  of  Health  and  Human  Services,  October  26,  2018,    
https://aspe.hhs.gov/system/files/pdf/260041/2019LandscapeBrief.pdf.   
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Chart Book: Accomplishments of Affordable Care Act 
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Affordablle Care Act Coverage Gains D1riving 
Uninsured Rate to Historic Low 
Share of population without health insurance 
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Thanks to the Affordable Care Act (ACA), more than 20 million people have gained health coverage About half of the increase refiects 
gains in private coverage, due to ACA policies such as subsidies for individual market coverage, reforms to the individual insurance 
market, letting young adults stay on their parents' plans, and the individual mandate requiring most people to have coverage or pay a 
penalty. (Congress repealed the individual mandate effective in 2019.) The rest comes from increased Medicaid coverage, due 
primarily to the ACA's Medicaid expansion to low-income adults but also to ACA policies making it easier for eligible people to enroll in 
Medicaid. 

Source Ii nks: https:// obamawh itehouse. archives. gov I sites/wh itehouse. gov /fl les/i mages/Documents/Data Underlying HealthCareRefo 
rmReport.xlsx; https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201811.pdf 
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Uninsured Rates Fell Dramatically for Almost All Demographiic 
Groups As the ACATook Effect 
Non-elderly uninsured rates 
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Coverage gains have been widely shared. As the ACA took effect, uninsured rates fell by a third or more for low-income households 
(mostly due to Medicaid expansion), moderate-income households (mostly due to subsidies), and middle- and upper-income 
households (mostly due to market reforms, including the individual mandate). They fell for people of all ages (especially sharply for 
young adults), of all racial/ethnic backgrounds, and at all education levels. Other data show uninsured rates also fell dramatically for 
both urban and rural households and for both healthy and sick people. 
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ACA Substantially lmprov,ed A.ccess to Care 
and Financial Security 
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Growing evidence shows that the coverage gains under the ACA are translating into improvements in access to care (the share of 
people not accessing care due to cost has fallen), financial security (ACA subsidies have helped avert evictions among low-income 
adults, for example), and quality of care and health outcomes (adults gaining coverage under Medicaid expansion report better 
overall health, for example). 

Source Ii n k https://www.com monwea lthfu nd.org/sites/defau It/fl les/2019-02/ Col Iins_hIUns_coverage_8_yea rs_after _ACA_2018_bien 
nial_survey_sb.pdf 
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In particular, people gaining coverage due to their state's adoption of Medicaid expansion have seen gains in access to care, financial 
security, and health outcomes, while states adopting Medicaid expansion have seen reduced uncompensated care costs. For 
summaries of the extensive research on the impact of Medicaid expansion, see: https://www.kff.org/medicaid/issue-brief/the-effects 
-of-medicaid-expansion-under-the-aca-updated-flndings-from-a-literature-review-march-2018/; https://www.cbpp.org/research/healt 
h/chart-book-the-far-reaching-beneflts-of-the-affordable-care-acts-medicaid 
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Affordable ,Care Act Protections Enable People 
With Pre-Existing Condirtions to Get Coverage 
Share of non-elderly adults who could have been denied coverage due to 
pre-existing conditions befor,e ACA 
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The ACA put in place crucial protections for the more than 50 million non-elderly Americans with pre-existing health conditions. 
Before the ACA's major market reforms took effect in 2014, health plans in the individual market could - and did - deny coverage or 
charge exorbitant premiums based on health status. These practices left many people uninsured or at risk of becoming uninsured if 
they lost a job. After the AC/'\.s bans on these practices took effect, the number of people with pre-existing conditions purchasing 
individual market coverage increased substantially. 

Source link: https://www.kff.org/health-reform/issue-brief/pre-existing-conditions-and-medical-underwriting-in-the-individual-insuranc 
e-market-prior-to-the-aca/ 
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Many Pre-.ACA Individual Market Health Plans 
Didn''t Cover Basic Services 
Percent of non-group plans not covering specific benefits, 2013 
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In addition to expanding access, the ACA dramatically improved the quality of individual market coverage. The ACA requires all plans 
to offer "essential health benefits" that are particularly important to people with serious health needs. It also prohibits annual and 
lifetime limits on coverage, requires plans to cap enrollees' annual out-of-pocket health costs, and bars insurers from "rescinding" 
coverage (that is, canceling it retroactively) if an enrollee gets sick and obtains needed care. And it protects women from being 
charged higher premiums than men and protects older people (who are much more likely to have pre-existing health conditions) from 
being charged premiums more than three times what younger people pay. 

The ACA also improved the quality of coverage for people with employer plans, introducing new protections including: prohibitions on 
annual and lifetime limits on coverage; requirements that plans cap consumers' annual out-of-pocket costs; preventive services (such 
as immunizations, screenings, and contraception) without cost sharing; the option for young adults to stay on their parents' plans 
until age 26; and requirements that plans in the large-group market spend at least 85 cents of every dollar they receive in premiums 
on health benefits. 

Source Ii nk: https://www.kff.org/hea Ith-reform/ i ss u e-brief/wou I d-states-e Ii mi nate-key-beneflts-if-a hca-w a ive rs-a re-enacted/ 
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Who Gets Covered Through the ACA 
lndiv1idual Market? 

Sourc als r Elm y Foundation 

The ACA individual market is especially important for 

• people with pre-existing conditions; 

• older people and early retirees; 

• lower-income people in states that haven't expanded Medicaid; 

• self-employed people; 

• small business owners; and 

• workers without job-based coverage. 

Source Ii nk: https://www. kff.org/hea Ith-reform/issue-brief I data-note-changes-in-enrol I ment-i n-the-i nd ivid ua1-health-i nsurance-marke 
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Most Marketplace Consumers Are 
Satisfied With Their Coverage 
Share of adult marketplace enrollees 
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Most marketplace consumers are satisfied with their coverage. Consistent with that, the share who renew their marketplace 
coverage is high and has risen over time. Marketplace consumers report that ACA subsidies enable them to afford coverage they 
otherwise couldn't and that they are largely satisfied with their choice of hospitals and physicians. They also report accessing care at 
rates similar to people with job-based health plans. 

Source link: https://www.commonwealthfund.org/sites/default/flles/documents/_media_flles_publications_issue_brieL2017 _sep_c 
ollins_2017 _aca_tracking_survey_ib_v2.pdf 
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Health Care Cost Growth Has Slowed Since 
2010, Due Partly to Affordable Care Act Reforms 
Average annual growth inper-enroUee spend ing 
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Health care cost growth has been significantly slower since 2010 than in earlier periods. While there are many causes, the ACA 
played a meaningful role by: reforming Medicare payment rates, which likely led to lower payment rates for private plans as well; 
establishing incentives for hospitals to avoid unnecessary readmissions and hospital-acquired conditions (such as infections), which 
are both harmful and costly; and creating mechanisms for ongoing payment reform and experimentation in Medicare. The slowdown 
in health care costs is generating substantial savings for the federal and state governments. 

https://www.cbpp.org/research/health/chart-book-accomplishments-of-affordable-care-act?utm_source=CBPP+Email+Updates&utm_campaign=Oeec .. . 9/11 

https://www.cbpp.org/research/health/chart-book-accomplish ments-of-affordable-care-act?utm source=CBPP+Email+ Updates&utm campaign=Oeec


4/16/2019 Chart Book: Accomplishments of Affordable Care Act I Center on Budget and Policy Priorities 

Premium Growth Has Slowed for Employer
Provided Family Health Coverage 
Average annual growth 

2000-2010 2010-2018 
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Premiums for job-based coverage have risen more slowly since the ACA became law, producing sizable savings for workers (though 
health care costs still put pressure on family budgets). These savings have not been offset by faster growth in deductibles and other 
out-of-pocket costs; in fact, total out-of-pocket costs (excluding premiums) have grown slightly more slowly since 2010. 

Source Ii nk: https://www.kff.org/hea lth-costs/report/2018-employer-hea lth-beneflts-su rvey I 
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There Is Strong Public Support for Major ACA 

Provisions 


Affordable Care Act Provision 
Percent 
in favor 

Allows young adults to stay on their parents' insurance plans until age 26 82% 


Creates health insurance exchanges where small businesses and people 
can shop for insurance and compare prices and benefits 82% 

Provides financial help to low- and moderate-income Americans who don't 
get insurance through their jobs to help them purchase coverage 

81%

Gradually closes the Medicare prescription drug "doughnut hole" so 
people on Medicare will no longer have to pay for the full cost of their 
medications 

81% 

Eliminates out-of-pocket costs for many preventive services 79% 

Allows states to expand Medicaid to cover more low-income, uninsured 
adults 77%

Prohibits insurance companies from denying coverage because of a 
person's medical history 65%

Increases the Medicare payroll tax on earnings for upper-income 
Americans 65%

Source: Kaiser Family Foundation Health Tracking Poll November 2018 

Large majorities report they favor key elements of the ACA. 

TOPI CS: Hea lth, Hea lth Reform, Coverage Trends, Medica id and CHIP 
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“Direct Enrollment” in Marketplace Coverage Lacks 
Protections for Consumers, Exposes Them to Harm 

New “Enhanced Direct Enrollment” Heightens Risks 

By Tara Straw 

The Affordable Care Act (ACA) established health insurance marketplaces to serve as a single 
place where consumers could compare health plans based on price and quality and apply for 
financial assistance. All marketplace plans meet a consistent set of standards: they cover a core set 
of benefits, can’t set premiums based on health status or gender, and are displayed in an impartial 
way to simplify consumer decision-making. Consumers can submit a single application at the 
marketplace website to connect with the type of health coverage they’re eligible for, whether 
Medicaid, the Children’s Health Insurance Program (CHIP), or a private plan. 

But today, many people use websites other than the marketplaces to enroll in marketplace plans 
and apply for ACA subsidies. Through a federally created pathway called “direct enrollment” (DE), 
insurance companies and brokers (including web-based brokers) use their own websites to help 
people enroll in marketplace plans and access subsidies. And in late 2018, the federal government 
began approving entities to use the “enhanced direct enrollment” (EDE) pathway, which allows 
insurers and brokers to handle the entire application process, eliminating all direct contact between 
the consumer and the marketplace. 

Direct enrollment raises several concerns, primarily because DE entities lack the benefits and 
protections that the ACA marketplaces provide. Among the concerns: 

• Many DE entities offer plans that don’t comply with ACA standards, and they may 
benefit financially if they enroll more people in them. Some insurers and brokers 
operating through DE offer short-term health plans and other types of plans that don’t meet 
ACA consumer protections and benefit standards but pay high commissions to agents and 
brokers.  Federal rules bar DE entities from displaying these plans alongside marketplace 
plans, but some DE sites use screening tools to shift consumers away from marketplace 
options.  This raises a serious threat to both consumers and the ACA marketplace if insurers 
and brokers use their status as approved DE entities to enroll consumers in non-compliant 
plans. Also, the sites’ screening tools collect personal and health information that can be used 
for future marketing of non-compliant plans. 
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For example,  one  web broker’s listing of “Health Insurance” options  often  shows  only  
non-ACA  plans; the site  lists  ACA-compliant plans under  “Obamacare  Coverage.”1   

• People who are eligible for Medicaid or other programs may face additional barriers to 
enrolling when they rely on a DE website. The marketplace has a “no wrong door” policy, 
meaning that consumers who go to the marketplace website can fill out one application and 
be routed to Medicaid, CHIP, or marketplace subsidies based on the information they 
provide. But some DE websites divert consumers from the marketplace application process 
before they even reach it, by not informing them that they might be eligible for no-cost 
coverage or by steering them toward non-ACA products. 

One health insurance issuer encourages consumers with Medicaid-eligible children 
to “buy a plan direct” from them, which bypasses the marketplace’s single 
streamlined application that would indicate their child’s Medicaid eligibility. 

• DE websites prevent consumers from fully comparing private health plans based on 
price and quality, which impedes competition among insurers. Unlike marketplace 
websites, which allow people to compare all qualified health plans on an apples-to-apples 
basis, DE entity websites may not present all available marketplace plans or comparable plan 
information. Moreover, DE entities may have financial incentives to steer consumers to 
certain insurers. Consumers thus may not end up with the plan that would best meet their 
needs.  Moreover, insurers with significant market share can use DE and EDE to maintain 
their dominance, making it harder for small insurers or new entrants to compete. 

One web broker lists what appears to be a complete list of plans (“17 of 17”) available 
in a rating area but in reality covers only about one-third of the available plans. 

Not all DE entities have all these problems, but the DE program lacks safeguards to protect 
consumers from harm. And despite evidence that DE already poses risks to consumers, a recent 
Trump Administration proposal would expand DE further by allowing application assisters and 
navigators to enroll consumers using a DE pathway instead of the marketplace. These changes are 
consistent with the Administration’s larger effort to privatize more marketplace functions and 
reduce the resources, public presence, and capacity of the marketplaces themselves. 

The Evolution of Direct Enrollment 

The ACA created health insurance exchanges, now often called marketplaces, that are operated by 
the federal government or a state. It requires them to perform a number of functions, including 
certifying qualified health plans (QHPs) that meet all ACA standards, providing a website where 
consumers can compare QHPs, offering tools such as an online calculator to help people 

2 

1  All web broker examples are from entities listed as registered web brokers as of July 2018.   Center for Consumer  

Information & Insurance Oversight  (CCIIO),  memo, July 2018  Web-broker Public List, July 2,  2018,  
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/Downloads/Public-WBE-
List.pdf.   All  of these web brokers also sold marketplace plans in  2019  but not all are listed on the  CCIIO  private partner  
enrollment list, which is  only  a partial listing.  CCIIO, “Private Partner Enrollment and Client Management Capabilities  
for Agents and Brokers,”  January 3, 2019,  https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-
Marketplaces/Private-Partner-Enrollment.html.  All examples were captured between November 1, 2018 and February  
13, 2019.   

https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/Downloads/Public-WBE-List.pdf
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/Downloads/Public-WBE-List.pdf
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/Private-Partner-Enrollment.html?utm_campaign=hcgov_ab&utm_content=english&utm_medium=email&utm_source=govdelivery
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Marketplaces/Private-Partner-Enrollment.html?utm_campaign=hcgov_ab&utm_content=english&utm_medium=email&utm_source=govdelivery


 

 
 

 

 

                                                 

 

understand their  cost for coverage, operating  a telephone call center, and establishing  a navigator 
program  to  provide consumers with  impartial help.2   Marketplaces  can only offer QHPs, not other 
plans that fail to meet ACA standards.   They are the only entities that can determine eligibility for 
ACA  subsidies available to people enrolled in a QHP.   Also, under the ACA’s “no wrong door”  
policy,  the marketplaces can  connect Medicaid- or CHIP-eligible people with those programs.   The 
marketplaces (HealthCare.gov and the state-specific  marketplaces  for states that don’t use 
HealthCare.gov3) are a  single place  for consumers  to  get impartial information about  and enroll in  
coverage that meets  the ACA’s standards  and their own health needs.  

From the beginning of the marketplaces, agents and brokers (including web brokers) and 
insurance companies have helped  people enroll in marketplace plans and apply for subsidies.   Under 
the ACA, a  state may permit agents and brokers  to  “enroll individuals  and employers in any qualified 
health plans in the individual or small group market … through an Exchange” and “assist 
individuals in applying  for premium tax credits and cost-sharing reductions for plans sold through  
an Exchange.”4   Brokers must comply with federal regulations that outline their obligations in  
enrolling qualified individuals and helping them apply for financial assistance, including registering  
with the marketplace, complying with state licensure standards, receiving training, and complying  
with privacy and security standards.    

Under direct enrollment, a consumer typically visits a  DE entity’s website and is screened for 
eligibility for financial assistance.  (If the consumer is  working with an agent or broker that uses a  
DE site, the broker provides the information on the consumer’s behalf.)  If the consumer is  likely 
eligible for marketplace subsidies based on the initial screening and wishes to  proceed,  she  is  
electronically handed off to the marketplace to complete  the official application and receive the 
official eligibility determination; she then returns to the DE portal to select a plan and enroll.  (In  
some web portals, consumers select a plan after the initial screening but before completing the 
official application at HealthCare.gov.)  Brokers say this transfer from the DE portal to the 
marketplace and back again,  sometimes called a “double redirect,” is cumbersome  and  frustrates  
consumers,  causing many to discontinue the application.   

To address these and other concerns, the federal Center for Consumer Information and Insurance 
Oversight unveiled enhanced direct enrollment beginning in the 2019 plan year.5   The EDE option  
allows certified entities to collect all application information through their websites,  submit the 
application to the marketplace, and then retrieve the marketplace’s official eligibility determination;  
the consumer never interfaces  with HealthCare.gov.  The EDE entity can also help consumers with  
post-enrollment issues, such as responding to  notices and submitting documents to verify eligibility 

2  For a full list of exchange functions and requirements, see Patient Protection and Affordable Care Act of 2010, Pub. L.  

No. 111-148, § 1311 (2010),  amended  by Health Care and Education Affordability Act, Pub. L.  No 111-152 (2010).  

3  The direct enrollment rules apply to both the federally facilitated and state-based marketplaces,  subject  to state law.  

This paper focuses on HealthCare.gov.  

4  § 1312(e)      

5  In plan year 2018, another form  of direct enrollment, called proxy direct enrollment, was available.   Proxy direct  

enrollment entities avoided the “double redirect” by hosting the HealthCare.gov application directly on their website.  
Consumers enrolling through  proxy direct enrollment still needed to go to HealthCare.gov to create an account, make  
changes to their enrollment, and receive notices.   
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without going to the marketplace website.  EDE’s  stated goals are to give consumers more ways to  
shop for coverage, encourage them to complete the application process, and incentivize brokers to  
keep  clients connected to marketplace coverage.    

Dozens of entities are approved to conduct direct enrollment, and nine  are approved to conduct 
EDE.6   Use of direct enrollment has grown: agents and brokers facilitated 42 percent of  
HealthCare.gov enrollments  for the 2018 plan year, and  39  percent of those enrollments came 
through direct enrollment.7    

Concerns About Direct Enrollment and Enhanced Direct Enrollment 

While offering multiple avenues to enroll in marketplace coverage has certain benefits, DE and 
EDE lack the protections the ACA marketplace provide, exposing consumers to various risks. 

Many Web Brokers Have Financial Incentives to Sell Substandard Plans 

The marketplace’s  qualified health plans must follow the ACA’s individual market rules.  They  
cover comprehensive benefits and can’t deny coverage or charge higher prices to people with pre-
existing conditions.  A few DE entities exclusively sell qualified health plans, but most also sell other 
health products such as  short-term health plans,  fixed-indemnity plans, and health care sharing  
ministries.8   Such non-ACA plans often are not in the consumer’s best interest.  They can reject or 
charge higher premiums to people with pre-existing conditions; charge more based on age, gender,  
or any other factor; impose lifetime and annual benefit limits; require cost-sharing of any amount;  
and leave out ACA essential health benefits.  For example, Kaiser Family Foundation research found 
that no short-term plans offered through two major web brokers covered maternity care and fewer 
than one-third covered prescription drugs.9  

In addition, the average short-term plan in 2017 spent less than 65 percent of  premium dollars on  
medical care,  with the remainder going to profits and overhead,  compared to at least 80 percent for 
ACA-compliant individual market policies, according to research from the National Association of  
Insurance Commissioners.  The three largest insurers  offering short-term coverage spent even less  
on medical care: 44,  34, and 52 percent.10    

6  CCIIO, “Private Partner Enrollment and Client Management Capabilities for Agents and Brokers”;  Partners Approved 

to Use Enhanced Direct Enrollment, CCIIO,  March 11, 2019, https://www.cms.gov/CCIIO/Programs-and-
Initiatives/Health-Insurance-Marketplaces/Downloads/EDE-ApprovedPartners.pdf.  At least  six of the  nine  EDE  
entities use  the platform developed by Health Sherpa.     

7  Katie Keith, “CMS Posts New Info on Role of Agents and Brokers in 2018 Open Enrollment,” Health Affairs  blog,  

January 19, 2018,  https://www.healthaffairs.org/do/10.1377/hblog20180119.425761/full/.   

8  Fixed-indemnity plans  provide a limited, pre-determined  cash benefit  for covered illnesses or injuries; health care  

sharing ministries  are  non-insurance arrangements in which members pay dues and share medical costs.  

9  Karen Pollitz et al.,  “Understanding Short-Term Limited Duration Health Insurance,” Kaiser Family  Foundation, April  

23, 2018,  https://www.kff.org/health-reform/issue-brief/understanding-short-term-limited-duration-health-insurance/.  

10  Katie Keith, “The Short-Term, Limited-Duration Coverage Final Rule: The  Background, The Context, and What  

Could Come Next,” Health Affairs  blog, August 1, 2018,  
https://www.healthaffairs.org/do/10.1377/hblog20180801.169759/full/.  
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Despite their serious drawbacks for consumers, non-ACA plans tend to pay high commissions  to  
agents and brokers, including web brokers.11   Short-term plans pay commissions of close to 20  
percent, compared to 5 percent for a typical ACA-compliant plan, according to eHealth.12   
Commissions in the marketplace have declined, and many QHPs pay no commissions at all.13   

Direct enrollment entities can use their websites  to steer enrollees into these higher-commission  
products.  For example, the navigation drop-down menu on eHealth’s landing  page 
(www.ehealthinsurance.com/) offers “Health Insurance” as the default;  selecting “Health  
Insurance” will typically display short-term and fixed-indemnity plans and bypass qualified health  
plans altogether in most cases.    

If the consumer instead selects “Obamacare Coverage” (the fifth  of the eight product options),  
only QHPs are displayed.  This is consistent with  federal  regulations:  a DE entity must display 
QHPs on a separate page from non-QHP products, and once the consumer begins QHP plan  
selection, non-QHP plans or non-QHP ancillary products (like vision or accident coverage) can’t be 
marketed until the consumer concludes plan selection.14   However, even on eHealth’s QHP 
selection page, diversions are still possible.  For example, a chat box automatically opens, where a  
company representative can answer questions on ACA-compliant coverage but may also  
recommend a short-term or indemnity plan.  Separately, clicking the “Get Recommendations”  link  
on the page generates a pop-up box asking whether the consumer needs longer- or short-term 
coverage  (see Figure 1); consumers who select short-term coverage and indicate no  pre-existing  
medical conditions are directed to short-term plans, while people with  health conditions  are directed 
back to  the marketplace plan selection page.  This dynamic raises  marketplace premiums  over time  
by luring  healthier people away from the individual market and into short-term plans,  leaving  a 
costlier group behind.15     

11  Kevin Lucia  et al.,  “Views From the Market: Insurance Brokers’  Perspectives on Changes to Individual Health  

Insurance,” Urban  Institute, August 2018,  
https://www.rwjf.org/content/dam/farm/reports/issue_briefs/2018/rwjf447745.  

12  Margot Sanger-Katz, “What to Know Before You Buy Short-Term Health Insurance,” New York Times, August 1,  

2018, https://www.nytimes.com/2018/08/01/upshot/buying-short-term-health-insurance-what-to-know.html.  

13  Virgil Dickson, “Thousands of Brokers Exit HealthCare.gov as Plan Commissions Go Unpaid,” Modern Healthcare,  

April 5, 2017,  https://www.modernhealthcare.com/article/20170405/news/170409972.  

14  45 C.F.R. §155.220, 221.  See Centers for Medicare & Medicaid Services,  Federally-facilitated Exchange (FFE) and 

Federally-facilitated Small Business Health Options Program (FF-SHOP) Enrollment Manual, June 26, 2018,  
https://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/Enrollment-Manual-062618.pdf.  

15  Sarah Lueck, “Key  Flaws of Short-Term Health Plans Pose Risks to Consumers,” Center on Budget and Policy  

Priorities, September 20, 2018,  https://www.cbpp.org/research/health/key-flaws-of-short-term-health-plans-pose-risks-
to-consumers.  
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FIGURE 1 

Brokers May Use Consumers’ Information to Target Them for Substandard Plans 

Some screening tools on DE web brokers’ sites gather information that is irrelevant to enrollment 
in a QHP, potentially to determine whether to target them for a non-ACA plan  based on their health  
status or other characteristics.  DE web brokers  often  have a  screening tool on  their  landing  page 
that gathers  information  that can factor into the cost of marketplace coverage,  such as age, family 
composition, income, and tobacco use.   But in some cases, the broker also  asks about health  
conditions, prescription drugs, height and weight, gender, or other factors that could be used for 
underwriting purposes to enroll a person in  non-ACA coverage.  Several DE entities  are  lead-
generating websites that pass this information  to  brokers for phone solicitations, where there is no  
firewall between the sale of QHPs and non-ACA plans.   Brokers can use aggressive marketing  
tactics, encouraging consumers to enroll in a short-term plan while giving them only the barest 
information about it.16   

Consumer information can  also  be used beyond the initial insurance inquiry.   The web broker 
iWebQuotes  collects name, phone, and address information, along with  health conditions, gender,  
height, and weight.  To receive a plan quote, the consumer  must agree to a disclaimer and consent 
“to receive marketing & telemarketing contact via automatic telephone dialing system, artificial/pre-
recorded messages, email, and text message from insurance companies, insurance agents, the owner 
of this website, and partner companies.”  (See Figure 2.)  

In addition to the data the consumer enters on the web form, other information, like browser 
tracking data, is presumably gathered and sold.  This could include: the websites consumers visit, for 

6 

16  Sabrina Corlette  et al.,  “The Marketing of Short-Term Health Plans: An Assessment of Industry  Practices and State  

Regulatory Responses,” Urban Institute, January 2019,  https://www.urban.org/research/publication/marketing-short-
term-health-plans-assessment-industry-practices-and-state-regulatory-responses.  
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how long, and in what sequence;  search queries; purchases; device information; location; when,  
where, and how many times they’ve seen previous advertisements;  and what links they click on.   
Based on this data,  a consumer may see targeted advertisements for alternative plans  or receive 
phone solicitations now and in the future, including during the next open enrollment period.   

FIGURE 2 

The cumulative impact of allowing or even encouraging consumers to buy underwritten and 
substandard plans via DE entities ultimately could harm the stability of the marketplaces and their 
enrollees.  If healthier people enroll in substandard coverage, the population left in marketplace 
coverage will be sicker, on average, which could raise QHP premiums and destabilize the market. 

Some Brokers Steer Medicaid-Eligible People Away From Single, Streamlined Application 

The ACA’s “no wrong door” policy enables consumers seeking coverage at the marketplace to 
complete a single, streamlined application to determine eligibility for and enroll in Medicaid, CHIP, 
or marketplace coverage.  Consumers don’t need to navigate multiple agencies and systems to secure 
the coverage each family member is eligible for.  DE, however, can interfere with the “no wrong 
door” policy by failing to notify very low-income adults that they or their children may be eligible 
for Medicaid or CHIP and instead trying to sell them private plans.  The likely outcome is to 
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discourage consumers from beginning the single, streamlined application, causing some people to 
enroll in less comprehensive, less affordable private plans or to remain uninsured. 

Many web brokers ignore consumers’ potential Medicaid eligibility altogether unless at least one 
household member is eligible for subsidized marketplace coverage.  For example: 

•  Presented with a family in Pittsburgh, Pennsylvania, with a $15,000 household income  (91 
percent of the federal poverty line for 2019  coverage), Value Penguin  
(www.ValuePenguin.com)  displays high-deductible, unsubsidized plans starting at $424 per 
month, with  no indication that both the 31-year-old parent and 6-year-old child are likely 
eligible for Medicaid.  The same family in Huntsville,  Alabama, sees plans  starting at $552 for 
coverage that includes the child, who is likely eligible for Medicaid.  (Because Alabama  has not 
expanded Medicaid, the parent is in the Medicaid coverage gap, with an income too  high for 
Medicaid but too low to qualify for the ACA’s premium tax credit.)  

•  Get Insured (www.GetInsured.com)  correctly identifies a Houston child as  Medicaid  eligible 
when her parent is screened as eligible for a premium tax credit at household income of  
$20,000  (122 percent of the federal poverty line for 2019 coverage).  However, if the same 
parent is in the Medicaid coverage gap, with household income of $15,000, the site doesn’t 
note the child’s likely eligibility for Medicaid or CHIP.   Instead, it tells the consumer, “Oh no!   
It looks like you may not be eligible for tax credits,” and displays full-cost plans with a  
premium that includes both  parent and child, starting at $431 per month.  (See Figure 3.)  

•  Similarly, eHealth shows a  Virginia family with income of $15,000 an array of unsubsidized 
plans  along with this message: “Your household income doesn’t seem to qualify for a subsidy.   
However, when you apply for a plan  on this page you  will complete an official subsidy 
application to check if you actually do qualify for a subsidy.”  It doesn’t mention that both the 
parent and child are eligible for Medicaid in  Virginia, an expansion state.  The site displays the 
same message for the same family in Oklahoma, where the parent is in the coverage gap but 
the child is Medicaid eligible.  
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FIGURE 3 

At these web broker sites, with no indication that a household member likely qualifies for 
Medicaid, no link to HealthCare.gov or the state Medicaid agency, and a prohibitively high  
unsubsidized premium, a low-income parent is unlikely to begin applying.   

As noted, once a consumer enters a QHP selection pathway, non-QHPs cannot be marketed until 
the consumer exits the QHP selection page; but no similar prohibition applies to marketing to 
Medicaid-eligible consumers.  For example, after correctly identifying a consumer as likely eligible 
for Medicaid through its screening process, eHealth suggests that he purchase a short-term, limited-
duration or telemedicine policy “while you wait for a decision from your state’s Medicaid authority.” 
Consumers who apply for a short-term plan — or even visit that page of the website — would likely 
receive a significant marketing push for those plans, whether or not they later enrolled in Medicaid. 

In other cases, web brokers use sleight of  hand to move Medicaid-eligible consumers into other 
types of plans.  Florida Blue  (www.FloridaBlue.com)  tells a family that is not eligible for a tax credit 
(because the parent is in the coverage gap and the child is Medicaid eligible), “This means you can  
buy a plan direct from Florida  Blue.”  Even though the site flags the child as eligible for Medicaid, it 
provides no link to  HealthCare.gov or the state’s Medicaid agency to apply for  Medicaid.  Instead, it 
displays  a menu of  unsubsidized plans  and automatically includes the Medicaid-eligible child in the 
premium if a consumer selects  a plan.    

In another example of misdirection, eHealth’s “Health Insurance” screening tool correctly 
identifies a subsidy-eligible consumer with a Medicaid-eligible child.  But if the consumer checks a 
box to confirm that the Medicaid-eligible child should not be included in the price quote and hits 
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“Continue Shopping” directly beneath the box, she is quickly diverted to non-compliant plans.  (See 
Figure 4.)  

FIGURE 4 

In short,  in sharp  contrast to  the  marketplace’s  “no wrong door” approach, some web brokers  
have many wrong doors.  Consumers could easily be confused about the different types of  plans and 
their eligibility for Medicaid or subsidies.  Misdirection could be even more consequential when  
consumers use EDE  and are not brought back to HealthCare.gov to complete their application and 
eligibility determination.    

DE Stifles Meaningful Competition Among Marketplace Plans 

The marketplace is a one-stop shop for health plan enrollment.  Consumers can go to one website 
to see every marketplace plan available to them, along with premium and cost-sharing information, 
the discounts available through premium and cost-sharing subsidies, provider directories, and other 
comparative information.  Any carrier that meets the standards can have its plans displayed, even if 
it has a small advertising budget or market share. 
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DE is supposed to simplify the consumer shopping experience but instead makes it harder;  
consumers don’t know which  online brokers  are registered to sell marketplace plans  or  whether a 
given  broker displays  all or only some of the available plans,  and  they  (unknowingly) will see 
different plan options depending  on which  web broker or issuer they choose.  For the 2019 plan  
year, for example,  the Centers for Medicare & Medicaid Services (CMS)  didn’t make a directory of  
approved DE issuers and web brokers public until December 13, two days before open enrollment  
ended.17   Even then, the directory acknowledges that “[n]ot all approved partners have provided 
CMS with information to display here.”18   For example, eHealth isn’t listed, even though it sold 
marketplace plans  and its U.S. Securities and Exchange Commission filing indicates that it is a direct 
enrollment entity.19     

Even at an approved DE entity, comparing  plans can prove difficult.  Insurers that are approved 
to use DE display only their own products and exclude other marketplace offerings entirely,  with  a 
disclaimer directing  shoppers to  HealthCare.gov for the full list of plans.  Web brokers are 
technically required to display all plans, but the plan information they must show is minimal —  only 
the QHP issuer’s  contact information, the plan  name, type, metal tier,  and state.  Brokers do not 
have to display premiums  and deductibles or a host of  other information consumers  need, as long as  
a standardized disclaimer directs consumers to HealthCare.gov for more information.    

Federal rules also give web brokers plenty of leeway to show certain plans (such as  those that pay 
commissions) more prominently.  It’s permissible, for example, for a web broker to display plans  
that pay commissions with full-color logos and premium and cost-sharing information, while simply 
listing other carriers’ plans  in plain text at the bottom of the page.   In another example,  beside each  
plan  eHealth  is required to list but doesn’t earn a commission selling, a button encourages the 
consumer to call an eHealth agent.  A consumer may expect  to get more information about the plan  
if  they call, but since those  plans don’t pay a commission,  an  agent  won’t have  any plan details, not 
even the premium,  and  can  instead press  the consumer to enroll in  commission-paying QHPs and 
non-compliant plans,  without being constrained by  the  bright-line marketing restrictions  on  plan  
display.   Web brokers  can  also let the compensation they receive from plans determine the plan  
recommendations they make to consumers.20   

Consumers are likely to be confused by their plan options. For Duval County, Florida, for 
example, eHealth displays what it calls “17 of 17 plans.”  (See Figure 5.)  Consumers may assume 
this is a complete list of their options, but listed in plain text at the bottom of the screen are 32 
additional plans from Florida Blue, all without the premium or cost-sharing information needed to 

17  New Directory for Agents and Brokers, email from HealthCare.gov, December 13, 2018,  

https://content.govdelivery.com/accounts/USCMSHIM/bulletins/21e1baa.  

18  CCIIO, “Private Partner Enrollment and Client Management Capabilities for Agents and Brokers.”   

19  eHealth, Inc., Preliminary Prospectus Supplement, Exhibit 99.1,  Form 8-K, January 22, 2019,  

https://www.sec.gov/Archives/edgar/data/1333493/000162828019000485/selectedportionsoftheregis.htm.  

20  A provision in the Notice of Benefit and Payment Parameters  would prohibit web brokers from making 

recommendations based on compensation but would still  permit  them  to “implicitly recommend QHPs based on  
compensation they receive by listing those that are  not offered by issuers  with whom they have contractual agreements  
at the bottom of the listings of all QHPs offered through the Exchange.” Federal Register, January 24, 2019, p.  275, 
https://www.federalregister.gov/documents/2019/01/24/2019-00077/patient-protection-and-affordable-care-act-hhs-
notice-of-benefit-and-payment-parameters-for-2020.  
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make a meaningful comparison.  The same consumer could go to Florida Blue’s website and find 
pricing  for those plans, 15 of  which are cheaper than the lowest-cost plan on eHealth  but not even a  
plain-text listing of the competing  plans.  A trip to  Health Sherpa (www.healthsherpa.com)  would 
list all 49 plans, as  HealthCare.gov  does.  Without visiting multiple websites, consumers  would have 
difficulty finding and comparing their plan options; they won’t know what financial considerations  
drive web brokers to preference some plans over others, and some could mistakenly assume the 
distinctions reflect the plans’ relative quality.   This is the type of  fractured shopping experience the 
marketplace is designed to remedy.   

FIGURE 5 

Reverting to the disjointed shopping experience consumers had prior to the ACA also limits the 
marketplace’s ability to lift up smaller or newer health plans.  One significant barrier to market entry, 
even for established insurers entering a new state, is the name recognition and pricing influence of 
the dominant insurer.  Receiving equal treatment in the marketplace can help new insurers gain their 
footing without substantial up-front marketing and commission spending.  Direct enrollment foils 
this in two ways.  First, an insurer may need to pay substantial commissions to brokers to appear on 
web broker platforms and compete with the dominant plan.  Second, a dominant insurer can 
become a direct enrollment entity itself and drive enrollees directly to its own platform instead of 
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the marketplace — initially and in plan renewals — so potential enrollees never even see other QHP 
options. 

Enhanced direct enrollment could have an even more anti-competitive result than DE.  Not only 
will a bevy of web brokers highlight only their preferred plans, but since consumers  aren’t directed 
to HealthCare.gov at any point, they are less likely to see the full array of available plans.  

DE Reflects Administration Efforts to Privatize Marketplace Functions 

Direct enrollment  puts barriers between the consumer and the marketplace by delegating the plan  
shopping experience to private (and self-interested) entities.   Enhanced direct enrollment goes  
further, fully erasing HealthCare.gov from the consumer’s experience.  The increased privatization  
of marketplace functions has serious consequences for consumers and the marketplace.   

The marketplace is a single-stop platform designed to serve every consumer and demystify 
shopping for health plans, particularly for low- and moderate-income consumers, many of whom 
have never shopped for private coverage.  It has developed tools, such as help text and glossaries, 
that have undergone extensive public input, and it meets certain federal requirements to assist 
people with limited English proficiency and people with disabilities. 

Privatizing core marketplace functions through direct enrollment makes shopping considerably 
harder for consumers who want comprehensive information to compare all their plan options. 
While one justification for DE is the innovation that private web brokers could bring to the 
shopping experience, most brokers don’t compare with the marketplace’s robust tools, which enable 
consumers to sort plans according to anticipated yearly cost, search provider directories, check 
coverage of prescriptions, and easily navigate to full plan information. A consumer visiting DE 
entity websites might have to shift among several sites to get a complete menu of the available plans 
or to eventually apply for Medicaid.  EDE’s elimination of the “double redirect” may smooth out 
one part of the consumer shopping experience, but direct enrollment’s fundamental flaws greatly 
complicate the tasks of comparing plans and making a selection.  Privatization of marketplace 
functions also encourages insurers to compete on web broker sites on the basis of commission and 
advertising money instead of objective plan features — something the marketplace was designed to 
remedy. 

Some have suggested expanding the use of  private direct enrollment pathways and replacing the 
marketplace altogether.21   The Trump Administration is  moving in that direction.  It has cut 
marketplace outreach funding  by 90 percent since 2016 and navigator funding by more than 80  
percent; and  the Department of  Health and Human Services’ (HHS)  navigator funding awards  now 
favor  entities  that are willing to recommend short-term plans and other non-ACA plans to  
consumers.    

13 

21  Jennifer Steger, Rundell Douglas, and Joel White, “2018 Health Insurance Exchanges: Progress Made, but Time to Say  

Goodbye?” Council for Affordable Health Coverage, October 2018,  
https://www.cahc.net/newsroom/2018/10/29/new-report-highlights-shortcomings-on-healthcaregov-state-based-
exchanges-ahead-of-open-enrollment-season.  

https://www.cahc.net/newsroom/2018/10/29/new-report-highlights-shortcomings-on-healthcaregov-state-based-exchanges-ahead-of-open-enrollment-season
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While scaling back impartial assistance, the Administration is actively promoting  the use of agents  
and brokers.  In the third week of  open enrollment, HealthCare.gov’s “Apply for Health Insurance”  
page was altered to promote the option  of using an agent or broker over other methods,  such as  
enrolling directly or with the help  of an assister.22   In another example,  HHS’s proposed payment 
parameters rule for 2020  encourages  navigators to “evolve” and would newly allow them to enroll 
consumers through web  brokers instead of the marketplace.23   It also  would further reduce funding  
available to support navigators and other marketplace operations by reducing  the user fees paid by 
health plans.   Reducing funding and outsourcing core marketplace functions could compromise in-
house expertise,  even as  the marketplace will be asked to serve the consumers with the most 
complex  situations, whom most direct enrollment entities  can’t or won’t help.    

Direct enrollment often harms, not helps, consumers. It could raise marketplace premiums by 
undercutting the ACA’s market reforms if the consumers with the most favorable health profiles are 
cherry-picked from among marketplace enrollees. Consumers can be misled into enrolling in 
substandard plans or not enrolling at all, even if they are eligible for Medicaid or subsidized 
comprehensive insurance, and can be confused by private websites that purport to offer marketplace 
coverage but do so selectively and subject to their own financial considerations. 

22  Sunlight Foundation, “Overhaul of HealthCare.gov’s  ‘Apply for  Health Insurance’  Webpage,” December 10, 2018,  

http://sunlightfoundation.com/wp-content/uploads/2018/12/CCR-16-HealthCare.gov-Ways-to-Apply-Page-
181210.pdf.  

23  Federal Register, p. 273.  
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OVERVIEW
 

The California Health Benefits Review Program (CHBRP) responds to requests from the  
California  Legislature to  analyze bills related to health insurance  benefits.1 As part of these  
analyses, CHBRP  annually  updates  its Cost and Coverage Model, which includes estimates of  
sources of health insurance  in California. This brief discusses  CHBRP’s  2020 estimates. 
As shown in Figure 1, most Californians  will be enrolled in health insurance regulated by  either  
the California Department of Managed Health Care (DMHC) or the California Department of  
Insurance (CDI).  Other  Californians will have other types of health insurance or  will remain  
uninsured. 

Figure 1. Health  Insurance by  Regulator  in California, 2020   

 

  

 

 

Medi-Cal COHS, 
Not Subject to 

Mandate 1,603,000 

Medi-Cal FFS, Not 
Subject to Mandate 

1,351,000 

Insured, Not 
Subject to 
Mandate* 
8,222,000 

Uninsured 
3,982,000 

State-regulated 
health insurance 

subject to Mandate 
24,490,000 

CDI-Reg 528,000 

DMHC-Reg (Not Medi-
Cal) 16,371,000 

DMHC-Reg (Medi-
Cal) 7,591,000 

Source: California Health Benefits Review Program, 2019 
Notes: *Such as Medicare beneficiaries and enrollees in self-insured products 

In 2020, CHBRP estimates that California’s population will be 39.6 million. Figure 1 presents 
several key elements regarding the sources of health insurance in California: 

•	 61.8% will be enrolled in DMHC-regulated health care service plans or CDI-regulated 
health insurance policies. This figure includes beneficiaries of Medi-Cal (California’s 
Medicaid program) who are enrolled in DMHC-regulated plans (about 72% of all Medi-
Cal beneficiaries). 

•	 28.2% will have health insurance associated with some other regulator. These are 
primarily Californians who are Medicare beneficiaries or who are enrolled in self-insured 
products. This figure includes Medi-Cal beneficiaries associated with the Medi-Cal Fee-
For-Service (FFS) or enrolled in County-Organized Health System (COHS) managed 
care. These Californians will have health insurance that is not subject to state-level health 

1  Established  in 2002,  CHBRP’s authorizing statute is available at: http://www.chbrp.org/faqs.php.  
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insurance laws. Only DMHC-regulated plans or CDI-regulated policies may be subject to 
state-level health insurance laws. 

ESTIMATES OF SOURCES
 

Annually, CHBRP updates its Cost and Coverage  Model  (CCM) to  estimate baseline health  
insurance  enrollment and to project marginal, incremental impacts on benefit coverage, 
utilization, and cost of proposed health insurance  benefit  legislation.2  The California  Legislature  
generally proposes  laws that would take effect  in the following  calendar  year or later  (if enacted,  
bills proposed in 2019 would generally take effect in  2020). For this reason, CHBRP annually  
projects the state’s  future distribution of health insurance by market segment. 

Figure 2 describes: the analytic timeline for bill introduction preparation for and completion of 
bill analyses; and effective period of legislation if the bill is enacted. 

Figure 2. Analytic Timeline 

January-February 

Cost and  Coverage Model 
updated (current enrollment  and 

premiums). 

Health insurance  benefit bills  
introduced.  

February-May 

Most CHBRP analyses 
conducted. 

Next January 

Enacted health  benefits  
legislation  takes effect. 

Table 1, which appears on the following page, presents CHBRP’s detailed  estimates of sources  
of 2020 health insurance  in California.3 This document explains the categories used in Table 1 
and provides a brief discussion on the importance of various market segments in analyzing  
proposed state-level health insurance legislation.4  

Enrollment by Market Segment and Purchaser 

As noted, health insurance available through DMHC-regulated plans and CDI-regulated policies 
may be subject to state-level benefit-related legislation written into one or two sets of laws: the 
Health and Safety Code (enforced by DMHC) and/or the Insurance Code (enforced by CDI). 
However, such legislation may be written to exempt some health insurance market segments or 
to exempt health insurance associated with certain purchasers. To correctly determine the impact 
of proposed legislation, CHBRP determines estimates, as displayed in Table 1, of Californians’ 
sources of health insurance. 

2  Information  on the CCM is available at: http://www.chbrp.org/analysis_methodology/cost_impact_analysis.php.
  
3  Additional documents describing  CHBRP’s  approach to developing baseline projections as  well as cost impact 
 
analyses are available at:  http://www.chbrp.org/analysis_methodology/cost_impact_analysis.php.
  
4  For a more detailed discussion of data sources and approaches, see CHBRP’s  2017 Cost Impact Analyses: Data 

Sources, Caveats, and Assumptions, available at: 
 
http://www.chbrp.org/analysis_methodology/docs/2016%20Cost%20Impact%20Analysis%20Final.pdf.
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Table 1. Sources of Health Insurance in California, 2020 

Publicly Funded Health Insurance 

Age  DMHC -regulated  
Not regulated  by  
DMHC or  CDI  Total  

Medi-Cal 0-17 2,647,000 441,000 3,088,000 
18-64 3,436,000 573,000 4,009,000 
65+ 52,000 13,000 65,000 

Medi-Cal COHS All - 1,603,000 1,603,000 
Other public All - - 619,000 

Dually eligible 
Medicare & Medi-Cal All 1,456,000 324,000 1,780,000 

Medicare 
(non Medi-Cal) All 

- -
4,561,000 

CalPERS All 523,000 165,000 688,000 
Privately Funded Health Insurance 

DMHC -regulated  

Age  
Grand -
fathered  

Non -
Grand -
fathered  

CDI -regulated  

Grand -
fathered  

Non -
Grand -
fathered  Total  

Self-insured All - - - - 2,877,000 

Individually purchased, 
Subsidized CovCA 

0-17  - 116,000  - 4,000  120,000 
18-64  - 1,112,000  - 36,000 1,148,000  
65+  - - - - -

Individually purchased,  
Non-Subsidized CovCA  

and Outside CovCA  

0-17  7,000  197,000  6,000  7,000  217,000  
18-64  26,000  696,000  21,000  26,000  769,000  
65+ 1,000  29,000  1,000  1,000  32,000  

Small group 

 
0-17  80,000  664,000  0*  26,000  770,000  
18-64  248,000  2,070,000  1000  80,000  2,399,000  
65+  4,000  33,000  0*  1,000  38,000  

Large group 
0-17  553,000  2,406,000  4,000  85,000  3,048,000  
18-64  1,399,000  6,083,000  10,000  215,000  7,707,000  
65+  23,000  101,000  170  4,000  128,000  

Uninsured 
Age  Total  

0-17  557,000  
18-64  3,386,000  
65+  39,000  

California's  Total Population  39,648,000  

Source: California Health Benefits Review Program, 2018. 
Notes: *Less than 500 individuals 
Key: CDI = California Department of Insurance; CalPERS = California Public Employees’ Retirement System; COHS = County-
Organized Health System; CovCA = Covered California (the state’s health insurance marketplace); DMHC = California 
Department of Managed Health Care 
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Table 1 indicates: (1) the number of Californians enrolled in health insurance market segments 
and (2) the number Californians associated with a purchaser that might be of interest to the 
California Legislature - including, enrollees associated with Medi-Cal, California Public 
Employees’ Retirement System (CalPERS), and Covered California. 

Similar to Figure 1, Table 1 indicates enrollment in DMHC-regulated plans and CDI-regulated 
policies. However, Table 1 provides further information, such as age of enrollees and details of 
market segments and purchasers. Age is relevant to many CHBRP analyses because many of the 
diseases and conditions addressed by a bill are more likely to be present in either older or 
younger enrollees.  Market segment details are relevant because they indicate which enrollees do 
an do not have health insurance the can be subject to a state-level mandate as well as which do 
and do not have health insurance that would be subject to the mandate proposed by a particular 
bill. 

Key elements of information from Table 1 include: 

•	 16.4 million Californians will be enrolled in privately funded DMHC-regulated plans or 
CDI-regulated policies. 

o	 66.2% of these enrollees will be associated with the large group market (101+ 
enrollees). A majority of these enrollees will be in DMHC-regulated plans. 

•	 10.5 million Californians will be Medi-Cal beneficiaries. 
o 	 72% of Medi-Cal beneficiaries  will be enrolled in  DMHC-regulated plans. The  

rest will be enrolled in County-Organized Health System (COHS) managed care 
or associated  with the Fee-For-Service (FFS) program.5  

•	 688,000 Californians will have health insurance associated with CalPERS. 
o	 76% will be enrolled in DMHC-regulated plans. The remaining CalPERS 

enrollees are associated with CalPERS’ self-insured health insurance products, 
which are not subject to state-level health insurance legislation. 

•	 2.9 million Californians will be enrolled in privately funded self-insured products, which 
are not subject to state-level health insurance legislation. 

5  This figure also includes the 324,000  dually eligible Medicare and Medi-Cal beneficiaries enrolled in health plans  
not regulated by DMHC or CDI.  
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Enrollment Estimates and the Affordable Care Act 

Although CHBRP is monitoring federal developments relevant to the Affordable Care Act 
(ACA), until any proposed changes are implemented, CHBRP will continue to anticipate impacts 
of the ACA on health insurance in California, including the following: 
•	 Continued expansion of Medi-Cal eligibility. 
•	 Continued presence of Covered California (the state’s health insurance marketplace, 

through which subsidized health insurance may be available). 
•	 Continued presence of some “grandfathered” plans and policies (privately funded plans 

and policies in existence before the ACA was signed). Grandfathered plans and policies 
are substantially unchanged and are exempt from some of the ACA’s requirements.6 

The continued presence  of grandfathered plans and policies is relevant to CHBRP’s analyses of  
health insurance bills because these plans  and policies are not subject to the same requirements  
as are others (and so  could be differently  affected  by a new health insurance law).  For example,  
grandfathered  plans and policies  are not required  by the ACA  to: (1) cover  specific preventive 
services without cost sharing;  (2) restrict  cost sharing for  emergency services; or  (3) cover  
essential health benefits (EHBs).7,8    

Essential Health Benefits 

The Affordable Care Act requires each state to create a set of  essential health benefits (EHBs)  
that some state-regulated health insurance must cover.9   In California, individual and small-
group health insurance  regulated by  DMHC or CDI  is generally  required to cover EHBs. Grand-
fathered health insurance10  in either market is exempt from the requirement as is large  group 
market health insurance.  As noted in Figure 3 below, approximately  12.9% of California’s  
population has  health insurance  required to cover  EHBs.  

6  A  grandfathered health plan is  “a  group health plan that  was created—or an individual health insurance policy that
  
was purchased—on or before March 23, 2010.  Plans or policies  may lose their ‘grandfathered’ status if they  make 

certain significant changes that reduce benefits or increase costs to consumers.” Accessed at: 
 
http://www.healthcare.gov/glossary/grandfathered-health-plan.
  
7  As indicated in  federal and California state law, non-grandfathered group and individual  health insurance plans and
  
policies  must cover certain preventive services. See CHBRP’s brief  Federal Preventive Services Mandate and
  
California Benefit Mandates, available  at: http://chbrp.org/other_publications/index.php.
  
8  The essential  health benefits  categories are: ambulatory patient services, emergency  services, hospitalization,
  
maternity and newborn care, mental health and substance abuse services, including behavioral health treatment,
   
prescription drugs, rehabilitation and habilitation services and devices, laboratory services, preventive and  wellness 
 
services and chronic disease management, pediatric services, including oral and vision care.  See CHBRP’s brief 
 
California's State Benefit  Mandates and the Affordable Care Act’s “Essential Health Benefits,”  available at: 

http://chbrp.org/other_publications/index.php.
  
9  Essential Health Benefits requirements and parameters are discussed in Section 1302 of the  Affordable Care Act. 
 
More information is available  online at https://www.healthcare.gov/glossary/essential-health-benefits/.
 
10A  grandfathered health plan is  “a  group health  plan  that was created—or an individual health insurance policy that 

was purchased—on or before March 23, 2010.  Plans or policies  may lose their ‘grandfathered’ status if they  make 

certain significant changes that reduce benefits or increase costs to consumers.” Accessed at: 
 


 http://www.healthcare.gov/glossary/grandfathered-health-plan.
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Figure 3. California Health Insurance in Subject to Essential Health Benefits, 2020 

 
 

 

 
 Insured, Not 

Subject to CA 
EHBs 30,568,000 

Uninsured 3,982,000 
Non-Grandfathered 

Individual 
2,224,000 

Non-Grandfathered 
Small Group 

2,874,000 

Insured, Subject 
to CA EHBs 
5,098,000 

Source: California Health Benefit Review Program, 2019  
Notes: “Insured, Not Subject to CA EHBs”  includes Medicare beneficiaries,  enrollees in self-insured  or large group 
plans/policies, and enrollees in  grandfathered  individual and small group  plans/policies  
Key:  CA = California; EHBs = Essential Health Benefits  

CONCLUSION
 

To estimate potential impacts of health insurance benefits legislation, CHBRP develops forward-
looking estimates of health insurance enrollment in California. Annual updates to CHBRP’s Cost 
and Coverage Model are necessary to project insurance enrollments by market segment and 
associated with certain purchasers. 

The resulting projections of sources of health insurance in California may be of use to the 
Legislature and to others interested in California health policy, as well as key to CHBRP’s 
analytic work. 
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H E A L T H P O L I C Y C E N T E R 

The Pros and Cons of Single-Payer 

Health Plans  

Linda J. Blumberg and John Holahan 

March 2019 

One of the often-discussed proposals to reform the health care system is a single-payer 

plan, sometimes called “Medicare for All.” Arguments for and against are wide ranging. 

There is also considerable confusion as to what “single payer” means and how it might 

operate. For example, some people use single payer and Medicare for All 

interchangeably with universal coverage. Consequently, we present both a general 

picture of the most frequently mentioned single-payer proposal, and we delineate the 

advantages and disadvantages of the approach without taking a position on its 

advisability. Such clarification is necessary to advance a constructive debate over next 

steps for improving the US health insurance system. We first make five contextual 

points that are critical to better understanding the debate around single-payer plans, as 

well as our list of pros and cons. 

First,  we must clarify  that creating  a system that leads to universal coverage can be  accomplished  in  

many  ways; a single-payer  plan  is just one approach among many. In fact, most countries with universal  

health insurance programs do not have single-payer plans;  they largely  rely on multipayer systems.1   

Second, even single-payer plans can vary in design. At their core, however, they consist of a 

government-designed and run insurance plan that all members of a population (e.g., a country or state) 

are eligible for and ultimately enrolled in. The insurance plan’s costs are financed through a system of 

government revenues. However, single-payer approaches can vary in which benefits they cover, the 

out-of-pocket costs required when enrollees use medical care, the mechanisms through which or the 

levels at which health care providers are paid for their services, and the sources of revenue that finance 



          
 

      

   

     

    

     

    

       

       

         

   

    

  

     

    

the system. In its purest form, a single-payer approach implies one financer of health care for the 

population (i.e., the government), and that entity assumes all of the health care risk associated with the 

enrollees, meaning no other insurers are envisioned as part of the system. A single payer does not 

necessitate government ownership of hospitals or direct employment of physicians and other personnel 

but does eliminate private health insurance for any benefits covered by the new program. 

National health spending (the sum of public and private spending) under a single-payer system 

could increase or decrease, depending on the extent to which 

 the generosity of benefits covered increases relative to current coverage; 

 use of services increases because of lower out-of-pocket costs and more people insured, 

accounting for any utilization controls; 

 provider payment rates can be reduced; and 

 administrative costs of insurance can be cut. 

Third, the current Medicare  program is  not  a single-payer plan. It is a multipayer program that 

includes a government-run  plan, enrollee premiums, an array of private insurance options, and  

significant beneficiary cost-sharing requirements. Therefore, the current Medicare  for  All  bills do not  

equate to putting all  Americans into the  Medicare program;  they would create  a new government 

insurance program for all  Americans,  eliminating  all other  health insurance, including the current-law  

Medicare and  Medicaid programs. Medicare, the federal insurance program for those ages  65  and older  

and certain people with  disabilities, has  multiple components, including a  range  of participating private  

insurers. Eligible individuals  can pick traditional  Medicare,  consisting of Parts A (hospital care), B  

(physician care), and D (prescription  drugs), or, alternatively, Part C (Medicare  Advantage). Medicare-

eligible people who do not choose Part C enroll in  the traditional  Medicare option’s Part A and are given 

the choice of enrolling  in parts B and/or D. Each component of the  program has its  own applicable  out-

of-pocket costs;  parts  B and  D each have associated premiums paid  by enrollees but no overarching out-

of-pocket maximum. Each of parts A and B  are administered by the federal  government as fee-for-

service plans,2  but  part  D is offered and administered  by private prescription  drug plans under contract 

with the federal  government. In addition, many traditional  Medicare enrollees also purchase  

supplemental insurance plans sold  by private insurers in the Medigap market or through employer-

based private insurance plans.  

Those taking the  Medicare  Part C option do not enroll in a government-administered public plan; 

they choose among a selection of private insurers that operate  under federal  regulations and contracts.  

These private insurers bear  risk for the health care costs of their enrollees. Some charge premiums to  

beneficiaries and some  do not. In addition, benefits covered  by the  Medicare program are set in statute; 

they are  generally comparable to the  essential health benefits covered  by Affordable Care Act plans,  

but they  do not include  benefits such as adult dental, vision, and  long-term services and  supports.3   

Fourth, our pros and cons of a single-payer plan, presented below, focus on the most frequently 

mentioned approach to this type of reform, that championed by Senator Bernie Sanders in his 2016 

T H E P R O S A N D C O N S O F S I N G L E - P A Y E R H E A L T H P L A N S 2 



          
 

   

     

      

  

       

  

 
 

      

    

    

   

   

presidential bid (similar to the Senate  bill he introduced  following that campaign, S. 1804,  but which has 

yet to be  reintroduced  in the 116th  Congress, and H.R. 1384, a similar  bill introduced  in February 2019 

by Congresswoman  Pramila  Jayapal,  which updates an  earlier bill sponsored by former Congressman  

Keith  Ellison). This approach would provide coverage for all  US residents for all medically necessary  

care within a broad set of benefits including  dental, vision, hearing, and,  in H.R. 1384  but not S. 1804,  

long-term services and supports. There would  be virtually no out-of-pocket costs for  services provided,  

the  program would prohibit private insurers from  selling coverage for  benefits provided through the  

public system, the government would reimburse health  care providers at levels  related  to the current-

law Medicare program, and  one proposal  would use  global  budgets  to pay  institutional providers.4   

As noted, single-payer systems could be designed in different ways (e.g., with less expansive 

benefits, cost-sharing requirements, different levels of provider payments), but because the approaches 

of S. 1804 and H.R. 1384 are currently the focus of significant support among some presidential 

hopefuls and an array of vocal consumer advocates, this is the framework on which we delineate 

advantages and disadvantages. Many of our points could be easily adjusted to account for modified 

versions of this framework. 

Fifth,  a single-payer system would constitute a major change in the way health care  is financed  in 

the US. There would  be strong political  resistance to the  approach from providers,  private health 

insurers, those invested  in health care systems, the pharmaceutical and medical  device industries, and  

some people satisfied with their current insurance. The  political  resistance to the  Affordable Care  Act, a 

much less ambitious and decidedly  more  incremental set of reforms than  a  single-payer  approach, was 

tremendous and has  continued  since  its  enactment  in  2010. The financial stakes for health care  

providers, manufacturers, and taxpayers are  all far  larger  under a single-payer system. In addition,  many  

Americans  are wary of disruption and change, and a significant segment is likely to oppose  giving  up 

what they have  and know for something new and  untested.  Recent polls  show  evidence of  significantly  

decreased  support of  a single-payer  approach  once  respondents are told the  plan would  eliminate  

employer-based insurance.5   

Pros 
 Universal  coverage.  All  members of the  eligible population  would be insured or would  become  

insured when seeking to access health care services.6  Coverage would also be continuous:  

people would not lose coverage or need to change coverage when their  jobs, family status, 

income, state of residence,  or  age  change.  

 Equity. All US residents would have the same coverage. This would go a very long way toward 

redressing racial/ethnic and income-related disparities in coverage and access to care. 

 Affordability at point of service. With no premiums, no out-of-pocket costs, and a broad set of 

medically necessary benefits covered (including services for any preexisting conditions), the 

cost of care would be spread across all taxpayers. Financial burdens would no longer fall 
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disproportionately on those with serious health problems, and segmentation of health care 

risks would be eliminated. 

 Access to care. With broad benefits and no out-of-pocket costs at the point of service, access to 

care would increase, particularly for those with low or modest incomes. In addition, by including 

benefits such as long-term services and supports, dental, and vision, even many higher-income 

people should have increased access to some services. In principle, improved access would tend 

to improve health. See below for a caveat on potential increases in demand relative to the 

supply of health care providers. 

 Broad-based implementation of cost-containment strategies. With all providers and health 

care consumers in the same system, the potential to implement effective system-wide cost-

containment strategies increases. For example, a government-run system can regulate provider 

payment methods and incentives that would affect all providers serving all insured people, a 

strategy that is substantially harder to implement in a fragmented insurance system. 

 Elimination of  employer and  state  government  administrative  responsibilities and  possibly  

spending related  to  providing health  coverage.  With a single-payer  approach,  employers and  

state  governments could dismantle the  administrative structures associated with providing  

health insurance coverage, resulting in savings. They would  also eliminate  direct payments for  

providing health insurance coverage to their workers  and  residents. Changes in their overall  

spending  related to health,  however, would  depend  on the  mechanisms financing  the new  

program. For example, state maintenance of effort  requirements and  new payroll taxes would  

offset other savings in whole or part if used  for  funding.7  

 Simplification of current system for consumers. Without premiums, cost-sharing 

requirements, or insurer-specific provider networks, individuals and families would find 

interacting with the health care system significantly less administratively complex. Depending 

on the ultimate details of the program and its associated cost-containment efforts, however, 

certain care management features (e.g., utilization review, prior approval) might be adopted. 

 Administrative savings relative to the current system of public and private insurance. Private 

health insurer administrative costs include commissions, claims administration, premium 

determination, risk and profit, and other general administration tasks. Many of these costs 

could be reduced or eliminated, most notably commissions and risk and profit. There would also 

likely be significant economies of scale in claims administration when managed by a single 

entity. However, administrative savings could be limited by the development of systems to 

effectively set provider payment rates, as well as programs to monitor and maintain care 

quality and efficiency. Many of the administrative “middlemen” (e.g., prescription benefit 

managers, agents who negotiate provider panels and health insurance rebates) would be 

eliminated. Some private third-party administrators might remain in the system, however, to 

process claims (as is done in the current Medicare program). 

 Administrative savings for providers. Health care providers currently hire administrative staff 

focused solely on filing claims, collecting cost sharing, addressing claims denials, and meeting 
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prior authorization requirements that vary significantly across multiple public and private 

insurers. Limiting all patients to a single insurer would greatly reduce these administrative costs 

incurred by nearly every provider in the nation. These administrative savings would also make 

reduced provider payment rates more palatable. However, these savings could be limited by 

the strategies the single-payer system might implement to contain costs. For example, the 

traditional Medicare program requires hospitals to perform utilization review functions and 

appeal claims denials. 

 Elimination of provider networks. Many insurers (public and private) provide enrollees with 

either an exclusive or preferred network of health care providers and reimburse enrollees for 

these providers’ services. Those with exclusive networks will not reimburse enrollees for the 

cost of any nonemergency care received by nonnetwork providers. Those with preferred 

networks generally reimburse a significantly higher percentage of health care costs provided by 

network providers than by nonnetwork providers. Depending on the insurer and plan, provider 

networks may be quite narrow. Under a single-payer approach, nearly all health care providers 

(especially hospitals) would be covered, offering substantially broader choices for many 

patients. However, as we discuss below, supply constraints could exist for some providers or 

provider types. 

 Elimination of surprise billing. Under current law, each health care provider decides 

independently which insurers to participate with, so it can be extremely difficult for patients to 

identify participating providers a priori. This is particularly problematic in emergency 

situations, where patients do not have sufficient time to investigate provider options; it also 

arises when providers working on site at a hospital (e.g., radiologists, anesthesiologists, 

emergency room physicians) do not participate with the same insurers as does the hospital in 

which they work. In these cases, patients often assume that the care they receive at a network 

hospital is also in network, and they can be surprised by large out-of-network bills after the fact. 

Eliminating provider networks and applying Medicare-like prohibitions on balance billing would 

end such surprise billing. 

 A more equitable distribution of health care costs. Even calculating the distribution of health 

care costs and benefits across people of different incomes and characteristics is an immense 

challenge in the current patchwork health care system. A single financing entity (i.e., the federal 

government) can be explicit and deliberate in distributing newly raised revenues to fund the 

population’s health care costs. 

Cons 
 Large  increase in  government  revenue (i.e.,  taxes).  Some estimate that a single-payer  system 

could  increase total federal  health care spending by more than 50 percent.8  There would  be  

significant savings to households and  employers that would partially  offset the  necessary  

increase in taxes. However,  shifting  nearly  all private spending for health care onto the public 
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ledger would necessitate very large increases in government spending, and thus substantially 

higher taxes, cuts in other federal spending, and/or further increases in the federal deficit. 

 Possible unintended effects of a single national system of provider payments. Cuts in hospital 

revenues and physician incomes could have large and widespread ramifications, and payment 

reductions could have implications in all health sectors. A single-payer system presumes 

substantial cuts relative to current private insurance levels. This would lead to large 

distributional effects across provider types and geographic locations. When such decisions are 

made for providers system wide, the consequences of setting provider payments at 

inappropriate levels are greater than when adjustments are made in one program or by one 

private insurer. In addition, the level of disruption to delivery systems would depend on the 

length of time allowed for decreases in payment rates to hospitals, physicians, medical device 

manufacturers, and prescription drug manufacturers. Additional monitoring of access and 

quality would be needed and would require additional administrative spending. Building in an 

ability to make real-time adjustments in payment policy when appropriate could be challenging. 

 The development and administration of a sizable new government entity. Though the new 

program could base its administrative structure around current public programs, such as 

Medicare, a nationwide system would require large increases in capacity, and differences 

between the programs would require developing a sizable new infrastructure and operational 

systems. To attempt to set prices for health care services and products (e.g., prescription drugs, 

medical devices) appropriately, such an entity should include a monitoring and evaluation 

system that could account for value and incremental health benefits, both at introduction and 

over time. The federal government would probably have to develop new expertise and capacity 

to make such a system work well. This could be a positive over time but would increase the time 

frame and costs required for effective implementation and ongoing operations. 

 Significant administrative challenges from eliminating all current coverage and moving 

everyone into a new government program over a short period. As the experience with the 

Affordable Care Act’s original open enrollment period indicated with a much smaller segment 

of the population, educating people about a new system and administratively enrolling them is a 

substantial challenge. A single-payer system, by its nature, would not require an open 

enrollment period, because all health care risk would be borne by the government and 

everyone would be eligible. Thus, the process could naturally work slowly as people access 

health care providers and are enrolled simultaneously. 

 Addressing potential undermanagement of care in public insurance programs. Though the 

Medicare system allocates a significantly lower percentage of its total spending to 

administration than do private insurers, at least some experts find that the traditional Medicare 

program “undermanages” the delivery of medical care to its beneficiaries (Berenson 2003; 

Berenson and Harris 2002). These analysts have concluded that quality of care and efficiency of 

delivery systems could be improved with more active management by the program. Such 

considerations should be accounted for when estimating the potential savings in administrative 
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costs achievable and desirable under a single-payer program. Plus, if care management declines, 

the cost of services increases. 

 Elimination of consumer choice of insurer and other benefits of competition. With an entire 

population of consumers in the same insurance plan and private insurers prohibited as 

alternatives, consumers who are dissatisfied with the new government system could not “vote 

with their feet” and choose a new carrier. This could place significant pressure on the 

government to meet consumer needs in aggregate (see earlier concerns regarding cost-

containment potential); however, it might make it more challenging for subgroups of consumers 

to have their needs or preferences met. Similarly, some potentially beneficial elements of 

competition and incentives would be lost; for example, differences in cost sharing would no 

longer encourage patients to use more efficient providers and providers to be more efficient. 

 Continued  struggles  with health care spending growth and cost-containment  strategies.  

Though uniform national systems better control  health care spending growth, they  are not a 

panacea,  and by some measures, US spending growth (not spending levels) has  been  roughly  

average  over the  last two or three decades.9  As in other countries with a universal system,  

practical realities related to provider supply, demand for services, valuable technological  

advances, responses among  manufacturers, and concerns over sufficient incentives for ongoing  

research and development of new treatments and technologies could frequently  increase  

health care prices and spending faster than general price inflation. The trade-offs can be  

difficult, and they are not necessarily  simplified  by centralizing them in the  government.  

 Likely persistent inequities in access. Those with high incomes would likely continue to pay out 

of pocket to receive some care on terms they are more satisfied with than those of a uniform 

government health care system. The more this occurs, the more constraints it would place on 

supply in the government system. In other words, if more providers can support themselves on 

private-paying patients, fewer providers would provide care under the single-payer system. 

T H E P R O S A N D C O N S O F S I N G L E - P A Y E R H E A L T H P L A N S 7 



          
 

 
 

 

 

  

Notes
 
1  “Country  Profiles  : International  Health  Care  System  Profiles,”  The  Commonwealth  Fund, accessed March  6, 

2019, https://international.commonwealthfund.org/countries/.  

2  The  traditional  Medicare  program  for physician  and  hospital  care  is  an  example o f  what  policy  circles  call  a “public  
option.”  

3  Some  Medicare  Advantage  plans  include  benefits  beyond those  covered  by  traditional  Medicare, to  attract  
enrollees.  

4  Global budgets  provide a  predetermined annual  amount of  funding to  each  hospital, leaving  the  hospital  to  assess  
how  to  distribute  the  funds to   best provide  care  for  those  using  the  facility.  

5  Ashley  Kirzinger, Cailey  Muñana, and Mollyann  Brodie, “KFF  Health  Tracking  Poll  —  January  2019: The  Public on  
Next  Steps  for the  ACA  and Proposals  to  Expand Coverage,”  January  23, 2019, https://www.kff.org/health-
reform/poll-finding/kff-health-tracking-poll-january-2019/.  

6  These  bills  appear  to  include  all residents  of  the  United States  as  eligible  for  the  program.  

7  State  maintenance  of  effort  requirements  are  a possible  reform  financing  strategy,  where  states  would be  
required to  contribute  funds th at approximate the  level  of  spending they  would have  had under Medicaid and the  
Children’s H ealth  Insurance  Program,  if  those  programs  had continued.  Essentially, this  strategy  intends  to  capture  
at least some  of  the  savings  states  would have  under a  single-payer system.  

8  Authors’ calculations  based on  Blahous  (2018); Congressional  Budget Office  (2019); and Holahan  et al. (2016).  

9  “Per  Capita Growth  Rate,”  Peterson-Kaiser Health  System  Tracker, accessed March  6, 2019,  
https://www.healthsystemtracker.org/indicator/spending/growth-rate-per-capita/.  
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Association Health Plan Expansion Likely to Hurt
 
Consumers, State Insurance Markets
 

By Sarah Lueck 

In response to recent Trump Administration rule changes that will allow for far broader 
enrollment in association health plans (AHPs), consumer advocates, patient groups, insurers, and 
many policy experts have raised concerns that expanding the plans w ill ne gatively affect c onsumers 
and the state insurance markets that serve small businesses and individuals.1  While supporters  of  
AHPs focus on their ability to reduce premium costs for some small businesses and self-employed 
individuals, the plans likely  achieve  such  savings primarily  by  segmenting the market.2     

AHPs  — he alth plans that  a trade association, professional group, or other organization offe rs to 
its members — provide he  alth coverage to small businesses and individuals  but, under federal rules 
finalized last summer, c an provide  weaker  cost and coverage protections to small businesses and 
individuals than  plans sold under Affor dable Care Act (ACA) rules in t he small-group and individual 
insurance markets. This means AHPs can attract healthier consumers and leave  behind sicker and 
costlier risk pools in the  markets that would otherwise serve them. Thus, any savings that AHPs 
offer to healthier-than-average firms and workers likely  come at the expense of higher costs for 
sicker-than-average firms and workers who remain in the  ACA  small-group and individual markets.  

 
AHPs  Operate Outside ACA  Rules, Protections  

Prior to the ACA, millions of people bought  health coverage  through associations and other 
group-purchasing arrangements.3  The ACA made  a number of reforms to commercial insurance  

1  Sabrina  Corlette, “The Future of the Affordable Care Act under President Trump: Stakeholders Respond to the  
Proposed  Association  Health  Plan  Rule.  Part  II:  Consumer  Advocates,”  Georgetown  University  Health  Policy  Institute  
Center  on  Health  Insurance  Reforms,  March  19,  2018,  http://chirblog.org/stakeholders-respond-to-proposed-ahp-rule-
consumers/.  
2  “Issue Brief,  Association Health Plans,” American Academy of  Actuaries,  February 2017,
  
https://www.actuary.org/content/association-health-plans-0; Mark A. Hall, Comment Letter to the Department of 
 
Labor,  February  2018,  https://www.dol.gov/sites/default/files/ebsa/laws-and-regulations/rules-and-
regulations/public-comments/1210-AB85/00146.pdf; and Kevin Lucia and Sabrina Corlette, “It’s All  About the R ating:
  
Touted  ‘Benefits’  of  Association  Health  Plans  Ignore  Key  Facts,”  Georgetown  University  Health  Policy  Institute  Center
  
on Health Insurance Reforms,  February 4,  2019,  http://chirblog.org/its-all-about-the-rating/.  

3  Mila  Kofman  et  al., “Association Health Plans: What’s All the Fuss About?” Health Affairs, Vol. 25, No. 6, 

November/December  2006,  https://www.healthaffairs.org/doi/full/10.1377/hlthaff.25.6.1591.  


1 

https://www.healthaffairs.org/doi/full/10.1377/hlthaff.25.6.1591
http://chirblog.org/its-all-about-the-rating
https://www.dol.gov/sites/default/files/ebsa/laws-and-regulations/rules-and
https://www.actuary.org/content/association-health-plans-0
http://chirblog.org/stakeholders-respond-to-proposed-ahp-rule
http://www.cbpp.org
mailto:center@cbpp.org
http://chirblog.org/stakeholders-respond-to-proposed-ahp-rule-consumers
https://www.dol.gov/sites/default/files/ebsa/laws-and-regulations/rules-and-regulations/public-comments/1210-AB85/00146.pdf


  

 

 

 
     

 
 

 

  
  

   
   

 
  

 
 

 

 

                                                             

 

markets, including a requirement  that plans in the individual and small-group  markets c over essential 
health benefits suc h as maternity c are and prescription drugs, avoid charging higher rates based on 
health status, and limit  the  premium amount that older people could be charged compared to 
younger people. In 2011, t he Obama Administration required that health insurance sold through 
associations meet small-group rules when sold to small groups and meet individual-market rules 
when sold to individuals. After these changes, research suggests that many AHPs disbanded.4    

The Trump Administration’s AHP  changes, finalized in June 2018, make it  easier to form an 
AHP,  to expand AHPs  to cover more people (including self-employed individuals), and to  offer 
health coverage to small businesses and self-employed individuals while being considered a large-
group plan not subject to small-group  or individual-market rules.5  This allows AHPs  to  segment  
insurance markets by  offering low er premiums to lower-cost small groups and individuals, more  
limited benefits than w ould otherwise be required, or a combination of both.   

Some key differences in the rules for AHPs include:  

• AHPs don’t have to provide the ACA’s “essential health benefits.” While some AHP 
entities have chosen to offer plans that include a traditional set of benefits — such as hospital 
and outpatient care, prescription drugs, and mental health services — this is not a 
requirement. Details of the covered benefits that AHPs offer to individuals and small 
businesses may differ in important ways from the benefits required in a state’s individual and 
small-group markets, meaning that people can’t assume that basic benefits will be covered if 
they enroll in a plan that’s exempt from the ACA’s essential health benefits guarantee. And 
even if an AHP has opted to cover comprehensive benefits for now, it won’t necessarily 
continue to do so. 

• AHPs can set premiums for small groups and individual self-employed people in ways 
that are not permitted in the ACA’s small-group and individual markets. They can set 
premiums based on gender, occupation, and other factors that insurers can’t consider when 
setting premiums for individual and small-group plans. They can charge small businesses with 
older workers far more compared to those with younger workers than ACA plans allow, and 
AHPs have more ability to vary rates based on geography. 

While  a ne w type of AHP  created by  the recent federal changes is not  permitted to set  
premiums directly based on health-related factors, many  of the  other non-health factors (such 
as occupation and age)  that they  can  use to determine premiums are closely correlated to 
health status, potentially leaving people with pre-existing conditions or who are older exposed 
to much higher premiums.   

• Some AHPs can directly set higher premiums for small groups whose workers have 
pre-existing conditions or offer firms with healthier workers a premium reduction. 
Some AHPs can consider the pre-existing conditions and the past medical claims of small 

4  Sabrina  Corlette,  Josh Hammerquist,  and P ete N akahata,  “New  Rules to E xpand A ssociation H ealth P lans,”  The  
Actuary, May 2018, https://theactuarymagazine.org/new-rules-to-expand-association-health-plans/#en-4464-10.  
5  29 C.F.R.  Part  2510 (2018),  https://www.govinfo.gov/content/pkg/FR-2018-06-21/pdf/2018-12992.pdf.  

2 
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https://theactuarymagazine.org/new-rules-to-expand-association-health-plans/#en-4464-10


 
 

  
 

  

 
 
 

  
  

 
  

 

        

   
 

                                                             

 

business workers when setting premiums (known as “medical underwriting”).6  An example is 
the AHP formed by the National Restaurant Association, the Restaurant & Hospitality  
Association Benefit Trust. As the restaurant association’s Clinton Wolf said last summer: “We  
do health underwrite. We  built this to last 50 years and we see health underwriting as allowing 
for long-term sustainability. It’s a critical piece to making sure you don’t end up in a death 
spiral.”7  The recent federal rule changes open the  door to insurers and associations that want  
to offer the old-st yle AHPs to small businesses, and some  are  lobbying for c hanges to let them 
do so, in cases where state laws are more stringent than federal rules.8  

• AHPs are not subject to the ACA’s “single risk pool” requirement. This means the 
companies that offer them do not have to pool together all their enrollees in the small-group 
or individual market (respectively) when setting premiums. This gives entities offering AHPs 
greater ability to set premiums in ways that reflect the health status of AHP enrollees only, 
separate from the broader market. 

• AHPs don’t participate in risk adjustment, which helps protect against risk 
segmentation. Risk adjustment, which the ACA applied to plans in the individual and small-
group markets, transfers revenues from insurers that enroll a healthier-than-average group of 
consumers to those that enroll a sicker-than-average group, compensating the latter for the 
extra health care costs they incur. It helps reduce the financial incentives for insurers to try to 
avoid enrollees (such as those with medical conditions) who cost more to cover, but it doesn’t 
apply to AHPs. 

Weaker AHP Rules Let Plans Peel Off Healthier, Less-Expensive Enrollees 
These weaker rules enable some recently formed AHPs to offer lower premiums by segmenting 

the market. For example, the Nebraska Farm Bureau set up an AHP for its members in partnership 
with insurer Medica with premiums for a self-employed individual that are about 25 percent lower 
than unsubsidized ACA marketplace plans. The AHP has lower premiums because it’s expected to 
attract a healthier group with lower costs compared to the regular individual market, said Geoff 
Bartsh of Medica. “It’s a matter of looking at the potential claims that are going to come through 
this association membership versus the claims we’re seeing in the larger individual market. . . . We 

6  The  federal  rules  set  up  a  new  option  for  AHPs  to  form  (and  to  offer  coverage  to  self-employed individuals  as  well  as  
to sm all  businesses),  under  which a  nondiscrimination p rovision p rohibits them from denying coverage or setting  
premiums  based on health status.  But  the final  rule also maintained an earlier  option to which this  nondiscrimination 
provision does  not  apply.  AHPs  formed under  this  option can be sold to small  businesses  (but not to i ndividual  self-
employed people)  and are not  required to meet  small-group standards.   
7  Comments  by  Clinton  Wolf,  Restaurant  &  Hospitality  Benefit  Trust,  at  the  Health  Insurance  and  Managed  Care  (B)  
Committee  of  the  National  Association  of  Insurance Commissioners  (NAIC)  Fall  National  Meeting,  November  16,  
2018,  https://www.naic.org/meetings1811/cmte_b_2018_fall_nm_materials2.pdf.  
8  See,  for  example,  Renée Shreve,  “Hearings  scheduled for  group health insurance bills,” The  Garrett  County  Republican, 
February  28,  2019,  https://www.wvnews.com/garrettrepublican/news/hearings-scheduled-for-group-health-insurance-
bills/article_bf15ebc6-0e26-5aa9-bf7f-dcddc3835a80.html  and R ose H oban,  “Legislature m akes another  attempt at 
creating association health plans,” North  Carolina  Health  News, February 25, 2019, 
https://www.northcarolinahealthnews.org/2019/02/25/legislature-makes-another-attempt-at-creating-association-
health-plans/.  
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had an opportunity to just assess who the potential association members would be and their health 
risk is lower than the remaining individual market,” he said.9   

AHPs pose risks to insurance markets (especially the small-group market) that  are similar t o the  
risks posed by other non-ACA coverage options. AHPs’ w eaker standards give  them more  leeway to 
structure their benefits and premiums in ways that attract firms with younger or healthier-than-
average workforces (or healthier self-employed individuals), pulling people who are less costly to 
cover out of the ACA-compliant small-group (or individual) market. Enrollees who need 
comprehensive coverage, or those with pre-existing conditions and with incomes too high to qualify  
for subsidies, would face rising premiums. Short-term plans, which are likely to expand after federal 
rule changes that took effect in October, raise similar risks of adve rse selection — se parating 
insurance markets into healthy and unhealthy risk pools, which reduces affordability and  access to 
comprehensive coverage.10   

In addition, AHPs have a history of financial instability and fraud. By  weakening limits on AHPs, 
recent federal rule changes (and changes that some states are contemplating as well) c ould make it  
easier for unscrupulous or poorly managed AHPs to set up shop. If an AHP  goes insolvent, as has 
happened in the past, it could leave people with unpaid medical claims  and state regulators trying to 
clean up the mess. The AHPs currently getting the most attention are operated by  prominent  trade  
organizations and large , established insurers. These entities may be  able to avoid some of the worst  
AHP pitfalls of the past. But weaker rules also help open the door to less well-known entities, and  
encouraging more AHPs to form makes state and federal enforcement more  challenging.  

9  Joseph Morton, “Nebraska Farm Bureau’s health insurance program off to solid start,”  Norfolk  Daily  News, December 
23,  2018,  http://norfolkdailynews.com/news/nebraska-farm-bureau-s-health-insurance-program-off-to-
solid/article_a4adcd80-06e6-11e9-8dad-c3ff4c9ff766.html.  
10  Sarah Lueck,  “Key  Flaws  of  Short-Term  Health  Plans  Pose  Risks  to  Consumers,”  Center  on  Budget  and  Policy  
Priorities,  September  20,  2018,  https://www.cbpp.org/research/health/key-flaws-of-short-term-health-plans-pose-risks-
to-consumers.  
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Jonathan So, and Angela Fagerlin 

A Survey Of Americans With 
High-Deductible Health Plans 
Identifies Opportunities To 
Enhance Consumer Behaviors 

ABSTRACT Most high-deductible health plan (HDHP) enrollees do not 
engage in consumer behaviors such as price shopping. Why not? We 
surveyed 1,637 Americans in HDHPs—which can be linked to health 
savings accounts (HSAs) but usually are not—about factors that may 
predict, facilitate, or impede HDHP enrollees’ engagement in consumer 
behaviors. We found that having an HSA was associated with saving for 
future care, high financial literacy was associated with comparing prices 
and quality, and high confidence in talking with providers about costs 
and trying to negotiate prices was associated with engaging in these 
behaviors. Employer HSA contributions were the most frequent facilitator 
of saving, websites were the most frequent facilitators of comparing 
prices and quality, and “someone at the doctor’s office” was the most 
frequent facilitator of discussing costs with providers and trying to 
negotiate prices. The most frequent impediment to all of these behaviors 
was not having considered them when making decisions. These results 
suggest strategies that health plans, employers, and health systems 
should explore to promote greater engagement in consumer behaviors 
among patients in HDHPs. 

M
ore than 40 percent of pri
vately insured Americans face 
the risk of high out-of-pocket 
health care spending because 
they are enrolled in a high-

deductible health plan (HDHP).1 Enrollment 
in these plans—which had deductibles of at least 
$1,350 for individual coverage or at least $2,700 
for family coverage in 2018—has grown as a 
result of rising health insurance premiums and 
the Affordable Care Act (ACA) requirement that 
most Americans have health insurance.2 Pa
tients’ exposure to high deductibles could accel
erate if efforts to modify the ACA result in Mar
ketplace plans with lower actuarial values3 or 
fewer cost-sharing reductions for low-income 
people.4 

Growth in HDHP enrollment is creating sub
stantial challenges for patients, providers, and 
health care systems across the US. For patients, 
high cost sharing can lead many to forgo neces
sary care5 such as high-priority office visits,6 

medications for chronic conditions,7 and clinical 
preventive services, even when those services are 
exempt from cost sharing.8 Such reductions in 
needed services are intensified among HDHP 
enrollees with chronic health conditions9,10 or 
lower incomes.11–13 Furthermore, there are often 
large variations in prices for services (for exam
ple, laboratory tests,14 imaging tests,15 and pre
scription drugs16) that are subject to deductibles 
and could be received at different facilities. Pa
tients in HDHPs who receive services from 
higher-cost facilities pay more than if they had 
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instead used a lower-cost facility, which can am-
plify their high financial burdens.17 For providers 
and health systems, these difficulties can limit 
patients’ adherence and increase costs of uncom-
pensated care.18 

To confront these challenges, patients in 
HDHPs are increasingly encouraged to be dis-
cerning health care consumers.19–22 In theory, 
such consumerism would take the form of be-
haviors that could help patients in HDHPs get 
the most value for their out-of-pocket spending. 
For example, patients who know that they will in 
the future need services subject to their deduct-
ible (for example, routine care for a chronic con-
dition) could try to save for these services.23 

Patients could use information about the prices 
or quality ratings of nonemergency services 
from different providers to choose where to 
get care24–27 or talk with a provider about the cost 
of a recommended service.28,29 Finally, patients 
could negotiate what they will pay for ser-
vices.19–22 

Engagement in consumer behaviors could 
yield benefits for some patients in HDHPs. Al-
though price comparison tools are increasingly 
available, the information they contain can be 
incomplete (for example, quality information is 
rarely offered alongside prices),30 and simply of-
fering such a tool leads to little patient use of 
price information.31,32 Yet when people actually 
engage with price information, the savings can 
be substantial. One study found that patients’ 
use of price information about magnetic reso-
nance imaging (MRI) tests led to an average 
$220 cost reduction per test.15 A second study 
found that patients’ use of a price transparency 
tool led to an average $131 cost reduction for 
imaging studies and an average $104 cost reduc-
tion for sleep studies.33 A third study found that 
patients’ use of a different price transparency 
tool led to an average $125 cost reduction for 
advanced imaging tests and smaller average cost 
reductions for laboratory tests ($3) and clinician 
office visits ($1).25 Though less is known about 
the effects of other strategies such as saving for 
care, discussing costs with providers, or trying to 
negotiate prices, another study found that 
roughly half of the patients who had engaged 
in one of these consumer behaviors reported that 
doing so helped them get needed care or pay less 
for a service.34 

Despite the promise of consumer behaviors 
to help patients in HDHPs and the growing 
availability of health care price transparency 
tools,25,30–32 few Americans in HDHPs engage 
in consumer behaviors,34–38 and it is unclear 
how to increase their engagement. We surveyed 
Americans in HDHPs to identify factors that pre-
dict, facilitate, and impede patients’ engagement 

in consumer behaviors and could be leveraged by 
health plans, employers, and health systems in 
new strategies to promote greater health care 
consumerism. 

Study Data And Methods 
Data Source In August and September of 2016 
we conducted an online survey of 1,637 GfK 
KnowledgePanel participants who had been en-
rolled in an HDHP for at least twelve months, 
spoke English, and were ages 18–64. The GfK 
KnowledgePanel is an online survey panel of 
roughly 55,000 US adults that is representative 
of the US adult population. GfK achieves this 
representativeness through address-based sam-
pling and provision of internet access to partic-
ipants who lack it, as described in the “Additional 
Methodologic Details” section of the online ap-
pendix.39 We oversampled people with common 
chronic conditions (anxiety, depression, asth-
ma, chronic obstructive pulmonary disease, 
heart disease, diabetes, or hypertension) be-
cause they often face greater financial burdens 
or forgo needed care when facing high cost shar-
ing.5,9,17 As shown in appendix exhibit 1,39 the 
American Association for Public Opinion Re-
search response rate 4 was 54.8 percent.40 

Survey Measures Our main survey measures 
asked participants whether in the past twelve 
months they had saved for health services before 
they were needed, compared prices for a service 
at different places, compared quality ratings for a 
service at different places, talked with a provider 
about how much a service would cost, or tried to 
negotiate a price for a service. We asked respon-
dents who had engaged in one of these behaviors 
to indicate all of the factors that had facilitated 
their engagement. We asked respondents who 
had not engaged in one of these behaviors to 
indicate all of the factors that had impeded their 
engagement. In each case, respondents could 
choose from a list of the factors that applied to 
them and could indicate additional factors in 
free-text responses. 
To optimize participants’ understanding and 

the internal validity of the survey instrument, we 
first refined these measures through iterative 
cognitive interviews with seventeen Americans 
in HDHPs who varied in terms of age, sex, source 
of health insurance, geographic region, health 
literacy, and health care experiences. The mea-
sures were finalized after additional testing on 
one hundred Amazon Mechanical Turk41 and six-
ty GfK KnowledgePanel participants. 
Survey participants were also asked questions 

about the source of their health insurance; out-
patient care use in the past twelve months; 
whether they had an HSA; and potential media-
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tors of engagement in consumer behaviors such 
as engagement in health care decisions,42 finan
cial literacy,43 health insurance literacy,44 pro
pensity to comparison shop for consumer 
goods,45 and confidence in being able to engage 
in each behavior. The full survey instrument is 
available in the appendix.39 

Statistical Analysis For each participant, 
we supplemented survey responses with existing 
data from GfK on the demographic characteris
tics of KnowledgePanel participants. We gener
ated nationally representative estimates for non-
elderly US adults in HDHPs by applying sample 
weights that accounted for the sampling design 
and survey nonresponse. We also calibrated the 
survey weights to the distributions of selected 
sociodemographic variables from the latest 
March supplement of the Current Population 
Survey and the 2015 National Health Interview 
Survey (NHIS), as described in the “Additional 
Methodologic Details” section of the appendix.39 

Using these weighted responses, we estimated 
the demographic characteristics of Americans 
ages 18–64 who were enrolled in an HDHP for 
the past twelve months. Comparisons of survey 
respondents to nonrespondents and NHIS par
ticipants in HDHPs are in appendix exhibits 2 
and 3, respectively.39 

In our primary analyses we fitted five separate 
multivariable logistic regression models to 
predict binary indicators (1 ¼ yes; 0 ¼ no) of 
whether in the past twelve months respondents 
had saved for health care services before they 
were needed, compared prices for a service at 
different places, compared quality ratings for a 
service at different places, talked with a provider 
about how much a service would cost, or tried to 
negotiate a price for a service. We used each 
model to estimate independent associations be
tween engagement in the respective consumer 
behavior and demographic characteristics (age, 
sex, household income, education, presence of 
children in household, census region), general 
health status, having a chronic condition, source 
of insurance coverage, outpatient care utiliza
tion in the previous twelve months, and potential 
mediators of engagement in consumer behaviors 
(having an HSA, confidence to engage in the 
respective behavior, engagement in health care 
decisions,42 health insurance literacy,44 financial 
literacy,43 and propensity to comparison shop for 
consumer goods).45 We included having an HSA 
as an independent variable because even though 
all HDHPs are eligible for linkage to an HSA, 
fewer than half of HDHP enrollees actually have 
an HSA.46 Furthermore, having an HSA does not 
guarantee health care savings, as people with an 
HSA often contribute little or nothing to their 
accounts,47 and few work for an employer that 

Health plans could 
seek to change care-
seeking habits of 
patients in HDHPs 
through educational 
campaigns about the 
potential value of 
consumer behaviors. 

contributes to their HSA.48 

All independent variables were operational
ized as categorical variables with mutually exclu
sive categories. Scores from scales used to mea
sure potential mediators of engagement in 
consumer behaviors were grouped into tertiles. 
Using the estimated coefficients from each re
gression model, we report marginal estimates of 
the adjusted prevalence of engagement in the 
behavior for the different categories of each in
dependent variable.49 

Finally, among people who engaged in each 
behavior, we estimated the frequency of factors 
that facilitated their engagement. Among people 
who had not engaged in a behavior, we estimated 
the frequency of factors that impeded their en
gagement. 
Stata, version 15.1, was used for all analyses. 

All data were weighted to allow for nationally 
representative inferences, and variance esti
mates were computed using Taylor series linear
ization to reflect the variability of these weights. 
The study was deemed exempt from review by 

the University of Michigan Medical School Insti
tutional Review Board. 
Limitations The study had several limitations. 

First, the data were self-reported. However, 
patients’ self-reported data offer unique infor
mation on engagement in consumer behaviors 
and the perceived effects of these behaviors that 
other sources of data, such as health care claims, 
do not capture. 
Second, responses to survey items could be 

subject to recall bias. However, the extensive 
cognitive interviews that we conducted during 
survey development aimed to produce survey 
questions that would maximize participants’ 
ability to recall their experiences with consumer 
behaviors in the past year. 
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Third, to identify patients in HDHPs for our 
survey, we relied on people’s knowledge of their 
health insurance deductibles, because it was in
feasible for us to obtain documents from each of 
their insurers to verify the details of their insur
ance coverage. Our approach to this issue was 
consistent with how data are collected in other 
national survey–based studies of health insur
ance coverage.1,37 We enhanced our screening 
process by combining GfK’s existing survey 
methodology with a measure from the NHIS that 
required people to know just the range of their 
health plan deductibles and not the exact 
amounts.1 

Fourth, it was also infeasible to collect the 
detailed clinical data that would be needed to 
determine people’s needs and opportunities to 
engage in consumer behaviors. 
Fifth, our data were cross-sectional, which lim

ited our ability to infer causality from our regres
sion analyses. 
Finally, we examined only a subset of potential 

mediators of engagement in consumer behaviors 
to limit the length of the survey and maximize 
the response rate. It is possible that other con
structs we were not able to measure could be 
important targets for interventions to advance 
consumerism in HDHPs. 

Study Results 
Descriptive Statistics Most Americans in 
HDHPs in our survey period were employed 
(83.8 percent) and received their health insur
ance through an employer (84.6 percent) (exhib
it 1). Almost half (42.4 percent) had at least one 
chronic condition. 

Predictors Of Engagement In Consumer 
Behaviors As shown in appendix exhibit 4, sav
ing for future health care services was the most 
widespread consumer behavior among HDHP 
enrollees (40.5 percent).39 One in four enrollees 
(24.9 percent) had talked with a provider about 
how much a service would cost. Fewer had com
pared prices for a service at different places 
(14.4 percent), compared quality for a service 
at different places (14.0 percent), or tried to ne
gotiate a price for a service (6.5 percent).34 

According to model-based estimates of the ad
justed marginal prevalence of engagement in 
each consumer behavior among different types 
of Americans in HDHPs,50 people with an HSA 
were more likely than those without one to have 
saved for future care (53.7 percent versus 
21.5 percent) (exhibit 2). People with high con
fidence in being able to engage in the respective 
behavior were more likely than those with low 
confidence to have saved for future care 
(45.5 percent versus 35.9 percent), discussed 

the cost of a service with a provider (30.1 percent 
versus 20.4 percent), compared quality ratings 
(16.9 percent versus 10.3 percent), or tried to 
negotiate a price for a service (9.2 percent versus 
3.9 percent). People with high levels of engage
ment in health care decisions were more likely 
than those with low levels to have compared 
prices (17.3 percent versus 9.2 percent) or quali
ty (19.9 percent versus 6.0 percent) for a service. 
People with high levels of financial literacy were 
more likely than those with low levels to have 
compared prices (16.2 percent versus 8.5 per-

Exhibit 1 

Demographic characteristics of Americans in high-deductible health plans 

Characteristic Percent 
Age (years)a
 

18–35 27.5
 
36–51 35.7
 
52–64 36.8
 

Female 50.6
 

Race/ethnicity
 
White, non-Hispanic 75.4
 
Black, non-Hispanic 6.5
 
Hispanic 9.5
 
Otherb 8.6
 

Education
 
High school or less 24.0
 
Some college 29.4
 
College degree 28.6
 
Master’s degree or higher 18.0
 

Annual household income (percent of FPL)c
 

<250% 15.9
 
250–399% 25.3
 
≥400% 58.8
 

Employed 83.8
 

Census region
 
Northeast 17.9
 
Midwest 27.6
 
South 34.8
 
West 19.7
 

In fair or poor health 9.3
 

Has at least one chronic conditiond 42.4
 

Source of health insurance
 
Employer 84.6
 
Marketplace 9.1
 
Health savings accounte 58.4
 

SOURCE Authors’ analysis of data from a survey of GfK KnowledgePanel participants enrolled in high-
deductible health plans, August and September 2016. NOTES The exhibit shows weighted estimates 
of the percentages of people with each characteristic. FPL is federal poverty level. aThe groups 
represent millennials, Generation X, and baby boomers, as defined by Pew Research Center. 
Millennials overtake baby boomers as America’s largest generation [Internet]. Washington (DC): 
The Center; 2018 Mar 1 [cited 2019 Jan 24]. Available from: http://www.pewresearch.org/ 
fact-tank/2016/04/25/millennials-overtake-baby-boomers/. bAmerican Indian or Alaska Native, 
Asian, Native Hawaiian or Pacific Islander, or more than one racial category. cIncome was initially 
measured in nineteen categories ranging from “less than $5,000” to “$175,000 or more.” 
dAnxiety, depression, asthma, chronic obstructive pulmonary disease, heart disease, diabetes, or 
hypertension. eSpecial account or fund (other than a flexible spending account) that can be used 
to pay for medical expenses, defined in the National Health Interview Survey as a health savings 
account, health reimbursement arrangement, personal care account, personal medical fund, or 
choice fund (see note 1 in text). 

March  2019  38:3  Health  Affairs  419  

http://www.pewresearch.org


Patients & Consumers 

Exhibit 2 

Marginal estimates of the adjusted prevalence of engagement in consumer behaviors among Americans in high-deductible health plans 

Saved for future 
health care 

Compared 
prices 

Compared 
quality 

Discussed cost 
with provider 

Tried to negotiate 
price 

Annual household income (% of FPL)
 
<250% (ref) 42.4% 19.1% 15.2% 29.5% 6.3%
 
250–399% 43.8 12.6** 14.1 24.4 6.6
 
≥400% 39.3 13.9 13.4 23.2 6.5
 

Has at least one chronic condition
 
Yes 42.2 16.3 14.1 26.2 6.9
 
No (ref) 39.8 12.9 13.6 23.0 6.0
 

Has health savings accounta
 

Yes 53.7**** 15.5 13.9 24.2 7.8*
 
No (ref) 21.5 12.9 13.8 24.8 4.9
 

Outpatient visits in past 12 months
 
0 (ref) 33.1 10.4 6.4 5.8 0.8
 
1–3 41.0** 14.3 12.4 22.2**** 5.6***
 
4 or more 45.0*** 16.9 20.2*** 39.9**** 12.5****
 

Has confidence to engage in behaviorb
 

Low (ref) 35.9 13.5 10.3 20.4 3.9
 
Medium 38.5 9.9 10.5 21.3 5.5
 
High 45.5*** 17.8 16.9** 30.1*** 9.2***
 

Patient engagementc
 

Low (ref) 36.4 9.2 6.0 24.9 9.0
 
Medium 42.2 14.0* 10.2 23.1 3.6**
 
High 42.4 17.3*** 19.9**** 25.3 7.3
 

Health insurance literacyd
 

Low (ref) 37.6 11.6 12.1 23.2 6.8
 
Medium 40.0 17.7** 14.6 26.3 6.8
 
High 44.7** 13.5 14.3 23.8 5.9
 

Financial literacye
 

Low (ref) 38.8 8.5 8.4 20.5 5.9
 
Medium 38.8 15.8*** 12.4 25.8 6.4
 
High 42.6 16.2*** 17.1*** 25.5 6.8
 

Propensity to comparison shopf
 

Low (ref) 39.9 8.1 12.0 15.6 5.0
 
Medium 38.2 11.2 11.5 22.1** 4.0
 
High 44.1 20.4**** 16.6 31.4**** 9.3*
 

SOURCE Authors’ analysis of data from a survey of GfK KnowledgePanel participants enrolled in high-deductible health plans, August and September 2016. NOTES The 
exhibit shows the weighted prevalence of engagement in each behavior adjusted for all variables listed in the exhibit in addition to age, sex, presence of c hildren in  
household, race/ethnicity, education, census region, health status, source of insurance coverage, and outpatient care use in the previous twelve months, using a 
logistic regression model to predict the likelihood of engaging in the behavior (see notes 49 and 50 in text). Estimates of odds ratios for each of the predictor 
variables in the models, computed by exponentiating the estimated coefficients used to compute our marginal prevalence estimates, are in the online appendix 
(see note 39 in text). FPL is federal poverty level. aDefined  in note e in exhibit  1.  bTertiles of participants’ ratings of their confidence to engage in each behavior on 
a scale of 1 to 10. cTertiles of participants’ scores on the Altarum Consumer Engagement Measure, a scale of questions representing three distinct subscales of 
engagement in decisions about people’s health and health care (informed choice, navigation, and ownership) (see note 42 in text). dTertiles of participants’ scores 
on the Health Insurance Literacy Measure (see note 44 in text). eTertiles of participants’ sum of scores on three measures of financial literacy developed by 
Annamaria Lusardi and Olivia Mitchell (see note 43 in text). fTertiles of participants’ sum of scores on five measures of propensity to comparison shop used by 
Banwari Mittal (see note 45 in text). *p < 0:10 **p < 0:05 ***p < 0:01 ****p < 0:001 

cent) or quality (17.1 percent versus 8.4 percent) 
for a service. Those with high levels of health 
insurance literacy were more likely than those 
with low levels to have saved for future care 
(44.7 percent versus 37.6 percent). People with 
a high propensity to comparison shop for con
sumer goods were more likely than those with a 
low propensity to have compared prices for a 
service (20.4 percent versus 8.1 percent) or to 
have discussed the cost of a service with a pro

vider (31.4 percent versus 15.6 percent). Indica
tors of chronic health conditions or lower in
comes were not significantly associated with 
any of the five consumer behaviors. Estimates 
of odds ratios for each of the predictor variables 
in our models are in appendix exhibit 5.39 

Factors That Facilitated Engagement In 
Consumer Behaviors For each of the five con
sumer behaviors, exhibit 3 shows the three fac
tors that most frequently facilitated engagement 
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in the behavior among respondents who en
gaged in each one. Employer contributions to 
HSAs were the most common facilitators of sav
ing (51.3 percent). Websites were the most com
mon facilitators of comparing prices (61.0 per
cent) and quality (82.7 percent). Respondents 
identified “someone at the doctor’s office” as the 
most common facilitator of discussing costs with 
providers (51.4 percent) and trying to negotiate 
prices (36.0 percent). 

Factors That Impeded Engagement In Con
sumer Behaviors Also for each of the five con
sumer behaviors, exhibit 4 shows the three fac
tors most frequently identified as impediments 
by respondents who had not engaged in a behav
ior. The most common impediment in all cases 
was not having considered engaging in the be
havior (ranging from 32.4 percent for discussing 
costs with providers to 44.2 percent for compar
ing prices). Also common were feelings that en
gaging in the behavior would not have changed 
respondents’ health care decisions (ranging 
from 22.6 percent for negotiating prices to 
38.5 percent for comparing prices). Additional
ly, perceptions of futility were common impedi
ments to engagement. For example, 26.3 percent 
of respondents who did not discuss costs with a 
provider indicated that providers cannot help 
with costs, 29.4 percent of those who had not 
compared prices indicated that prices for health 
care services do not vary much, and 32.9 percent 
of those who had not tried to negotiate a price 
indicated that prices cannot be negotiated. 

Discussion 
Our results indicate that most Americans in 
high-deductible health plans—even those who 
are highly engaged in health care decisions or 
have a high propensity to comparison shop for 
consumer goods—have not engaged in the five 
consumer behaviors we examined. This is con
sistent with prior research that has shown low 
use of price transparency tools among patients 
in HDHPs,37 even when such tools are readily 
available.25,31,32 We also found that despite 
HDHPs’ aim to promote consumer behaviors, 
many enrollees do not consider using these strat
egies, and those who do often have negative per
ceptions of the strategies’ utility. 
These results raise important questions about 

the extent to which patients in HDHPs are will
ing and able to function as consumers in the 
health care marketplace. Yet our results also 
highlight opportunities for new strategies that 
employers, health plans, and health systems 
could explore to promote greater engagement 
in consumer behaviors among patients in 
HDHPs. For example, employers could promote 

Exhibit 3 

Facilitators of engagement in consumer behaviors 

SOURCE Authors’ analysis of data from a survey of GfK KnowledgePanel participants enrolled in high-
deductible health plans, August and September 2016. NOTE The bars indicate the weighted percen
tages of survey participants who had engaged in the behavior in the past twelve months and who 
indicated that the facilitator had helped them “a little” or “a lot.” 

saving for health care by more consistently pro
viding, and contributing to, HSAs when they 
offer HDHPs to their employees. Employers 
could also implement programs to promote em
ployees’ health insurance literacy (which could 
help more people save for health care services) 
and financial literacy (which might foster more 
comparisons of price and quality). 
Health plans could develop programs to help 

HDHP enrollees learn to communicate effective
ly with providers about costs of services and ne
gotiate prices, which could yield the higher con
fidence that we found is associated with more 
frequent engagement in these behaviors. Such 
efforts could be a particularly high priority for 
HDHP enrollees with chronic health conditions 
or lower incomes—both groups whose members 
face major cost-related access barriers in 
HDHPs10–14 yet were no more likely to have en
gaged in the consumer behaviors we examined. 
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Exhibit 4 

Impediments to engagement in consumer behaviors 

SOURCE Authors’ analysis of data from a survey of GfK KnowledgePanel participants enrolled in high-
deductible health plans, August and September 2016. NOTE The bars indicate the weighted percen
tages of survey participants who had not engaged in the behavior in the past twelve months and 
indicated that the impediment was a reason why. 

Health systems could encourage patient-
provider conversations about costs and attempts 
to negotiate prices by making available at the 
point of care prices for services that patients 
in HDHPs will face51 and training clinical staff 
members to use this information when develop
ing care plans. Such innovations have been 
implemented in direct primary care practices, 
in which patients pay periodic fees for primary 
care services that are not billed to an insurer.52 

Although this model is controversial because of 
its resemblance to concierge medicine and un
certainty about its effects on patients,53 direct 
primary care practices may offer insights into 
how other delivery systems can make prices 
transparent and clinical conversations about 
the costs of services more routine. Together 

these health system strategies could not only 
reduce cost-related nonadherence for patients 
but also reduce bad debt for health systems. 
However, pursuit of the aforementioned strat

egies will likely not increase engagement in con
sumer behaviors without concurrent efforts to 
change the care-seeking habits of enrollees in 
HDHPs. For example, our finding that the most 
frequent impediment to engaging in each con
sumer behavior was not having considered doing 
so suggests that many patients in HDHPs might 
not consider asking their providers about the 
costs of services or may accept a referral to a 
provider or facility without considering the 
use of a price comparison tool to find a less 
costly alternative. Health plans could seek to 
change care-seeking habits of patients in HDHPs 
through educational campaigns about the poten
tial value of consumer behaviors. Another oppor
tunity could be to deploy mobile technologies 
that leverage data on patients’ health needs, pri
or health care use, and geographic location54 to 
reach out to patients when they may be seeking 
care and prompt them to consider engaging in 
consumer behaviors. 
We also found that many patients in HDHPs 

have negative perceptions about the utility of 
engaging in consumer behaviors. Previous re
search suggests that such perceptions could be 
accurate in some cases.25,32,33 Thus, employers, 
health plans, and health systems must work to
gether to ensure that engagement in consumer 
behaviors translates into meaningful benefits 
for patients. As these benefits are realized, em
ployers, plans, and systems could implement 
communication strategies to help patients feel 
confident in what they might gain from engaging 
in consumer behaviors. 

Conclusion 
We found that few Americans in HDHPs are en
gaging in consumer behaviors that could help 
them get the health care they need at a price they 
can afford. However, we also identified oppor
tunities for new strategies that health systems, 
insurers, and employers could explore to en
hance engagement in, and the effectiveness of, 
consumer behaviors among patents in HDHPs. 
Such approaches will become increasingly im
portant as enrollment in HDHPs continues to 
grow, and they could become essential if efforts 
to modify the ACA accelerate patients’ exposure 
to high cost sharing. ▪ 
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Consumers’ Perceptions And 
Choices Related To Three Value-
Based Insurance Design 
Approaches 

ABSTRACT The burden of rising health care costs is being shifted to 
consumers, and 30 percent of health care costs are attributed to wasteful 
spending on low- or no-value services. Value-based insurance design 
(VBID) is intended to encourage the use of high-value services or 
discourage the use of low-value services by aligning cost with quality. 
During the summer and fall of 2016, this mixed-methods study used focus 
groups and a quantitative analysis of survey data to explore consumer 
decision making in Northern California. When presented with three 
common VBID approaches, the focus groups favored value-based benefit 
design the most (41 percent), followed by reference pricing (28 percent) 
and narrow networks (21 percent). When presented with VBID scenarios, 
participants were skeptical of the value-based trade-offs and reported 
seeking information they wanted instead of relying on information that 
health plans provide. Engaging consumers to successfully reduce waste 
through VBID will require clarifying trade-offs to support consumers’ 
processes for arriving at high-value decisions as well as reaching out to 
consumers through trusted sources and networks. 

U
p to 30 percent of health care 
dollars in the United States are 
inefficiently used, in part due to 
the overuse of medical care that is 
unnecessary, harmful, or waste-

ful.1–3 Currently, except for people enrolled in 
high-deductible health plans, few consumers 
have incentives or adequate information to 
weigh the cost, quality, and anticipated out-
comes of a given service.4 Value-based insurance 
design (VBID) aims to improve value by encour-
aging the use of high-value services and discour-
aging the use of low-value services by aligning 
cost with quality. VBID approaches can include, 
for example, narrow provider networks to pro-
mote managed price competition among pro-
viders of acceptable quality, reference pricing 
to increase consumers’ sensitivity to actual price 
differences among providers, and value-based 
benefit design to decrease consumers’ demand 

for low-value clinical services. While there are a 
number of services that are rarely, if ever, useful 
(low-value services), there are also a number 
of services for which the value is dependent on 
the patient and condition—which sometimes in
creases the difficulty of recognizing and avoiding 
low-value services. 
It is assumed that consumers who engage in 

informed decision making obtain higher-quality 
care, but there is little evidence to support this 
assumption.5 When faced with too much infor
mation or decisions that are too burdensome, 
such as when comparing and selecting health 
plans, consumers take cognitive “shortcuts” to 
reduce the complexity and burden.6 Given the 
complexity of these health plan designs and 
the importance of high-value decision making, 
it is critical to understand the processes that 
consumers use to define and make health care 
decisions in a changing market. Low- and lower
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middle-income households may be particularly 
vulnerable and uncertain of design features that 
appear to shift costs from employers or health 
plans to consumers. To improve the understand-
ing of this problem, we conducted surveys and 
in-depth focus groups involving low- and lower-
middle-income people across Northern Califor-
nia who were enrolled in Covered California 
(the state’s Affordable Care Act Marketplace) or 
employer-sponsored insurance. In addition to 
increasing understanding of consumers’ percep-
tions and attitudes, the study attempted to 
identify the attributes of value-based insurance 
design approaches that might evoke resistance 
or acceptance among consumers. 

Study Data And Methods 
Study Design This mixed-methods study was 
designed to assess consumers’ health insurance 
decision making related to value-based insur-
ance design in the California marketplace, using 
both focus groups and participant surveys. Data 
were collected in Northern California during the 
summer and fall of 2016. To inform the guiding 
questions for focus groups, we first sought stake-
holders’ input by interviewing public- and 
private-sector leaders charged with evaluating 
and overseeing quality and transparency in the 
California market (for example, State of Califor-
nia departments and agencies, health plans, pur-
chasers, and insurance underwriters), as well as 
representatives from community organizations 
that assist with insurance enrollment and insur-
ance agents involved in supporting consumers as 
they purchase health plans. We also reviewed 
published work on consumers’ perspectives 
regarding plan design, including surveys of 
Covered California members and other vulnera-
ble populations.7–11 

After we gathered stakeholders’ input, partic-
ipants were recruited through either profession-
al recruitment firms or community-based organ-
izations that screened potential participants for 
eligibility. People were eligible for participation 
if they spoke English or Spanish, were ages 
21–64, were covered through employer-spon-
sored insurance or Covered California, and had 
household incomes within the range of Market-
place subsidy eligibility. Low- and lower-middle-
income participants were selected for their 
heightened sensitivity to health care costs.12 

Medi-Cal enrollees were excluded because there 
is no cost sharing in this program. Kaiser 
Permanente enrollees were also excluded be-
cause that plan has a closed network in which 
reference pricing would not apply. Focus groups 
were based on participants’ type of health insur-
ance coverage (employer-sponsored insurance 

or Covered California) and language spoken 
(English or Spanish). 
A trained facilitator asked guiding questions 

(shown in online appendix A)13 about health care 
value, cost sharing, quality, and plan and provid-
er choice. Three VBID scenarios were presented 
visually, in writing, and orally to elicit consum-
ers’ perceptions, attitudes, and questions. The 
three scenarios focused on narrow physician 
networks, reference pricing, and value-based 
benefit design features. To ensure continuity 
of facilitators’ responses to participants’ ques-
tions, the research team created a Frequently 
Asked Questions page for the facilitators to ref-
erence. A survey was administered to all partic-
ipants before their focus group convened, for the 
purposes of ascertaining baseline knowledge of 
health care terminology, eliciting attitudes 
toward value-based purchasing, identifying the 
types of information used to make health care 
decisions, and capturing demographic informa-
tion. Materials were translated into Spanish, and 
a Spanish-speaking facilitator guided the focus 
groups involving Spanish-speaking participants. 
All participants received a $100 gift card. 
The first scenario presented to the focus-group 

participants described the potential trade-offs a 
person might make when choosing a narrow 
network. Narrow networks are intended to lower 
premiums, leverage market power, and group 
networks into different levels based on coverage 
and cost. The second scenario described the con-
cept of reference pricing using three different 
hospitals. Two hospitals charged less than the 
reference price, but one of them charged more 
than the other, which increased the coinsurance; 
the third hospital was above the reference price. 
The third scenario presented participants with 
the option of paying less for higher-value care or 
more for low-value services (see appendix B for 
the complete scenarios).13 

Analysis Focus groups were audiorecorded, 
transcribed verbatim, and hand coded by multi-
ple researchers (all authors of this article). Tran-
scripts were analyzed using a grounded theory 
approach, which identifies codes, categories, 
and themes that emerge from the data.14 The 
development of themes was theoretically guided 
by the constant comparison method, which in-
volves immersion in the transcripts (reading and 
rereading them), the development of themes and 
codes, coding the transcripts, and reintegrating 
the codes into an explanatory narrative.15 The 
principal investigator and another research team 
member independently read the transcripts and 
derived codes from the data, based on the inter-
view protocol and research questions. Trained 
coders read a subset of the transcripts and cate-
gorized content, which was then compared 
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across coders to ensure a common understand-
ing of the parameters outlined in the code defi-
nitions. This cross-checking contributed to the 
reliability of the qualitative coding with multiple 
coders. We collected and analyzed data at the 
same time, while modifying the design based 
on emerging findings. For example, we added 
a Southeast Asian focus group to increase the 
diversity of the sample and help achieve theoret-
ical saturation. 
Quantitative analyses of survey data compared 

respondents with employer-sponsored insur-
ance and those with Covered California in terms 
of their attitudes toward VBID approaches. Par-
ticipants rated their attitudes toward each ap-
proach as very negative, negative, neutral, posi-
tive, or very positive. Participants also reported 
on the perceived usefulness of various types of 
information for choosing health plans and the 
perceived helpfulness of a variety of resources 
for choosing health plans. For the measures of 
useful information, participants reported 
whether they had used each type of information 

available (for example, independent quality rat
ings). Users of each type of information were 
then asked whether they found it not useful, 
somewhat useful, very useful, or extremely use-
ful. Nonusers reported whether they would have 
found that information to be useful. Participants 
rated a number of resources available for choos
ing a health plan on a scale of not helpful at all, 
somewhat helpful, very helpful, or “did not use.” 
Limitations This study had a number of lim-

itations. First, because this sample included only 
residents of Northern California, which has a 
relatively mature managed care market in which 
narrow networks are already widespread, gener
alizability of the results to other states may be 
limited. 
Second, although the sample size was suffi

cient to achieve theoretical saturation, it was 
underpowered for quantitative analyses of sur
vey data. Although we conducted focus groups 
and collected data to achieve theoretical satura
tion, it is possible that additional themes would 
have emerged from additional focus groups. 
Last, social desirability bias may have affected 

what consumers were willing to report in surveys 
and focus groups, despite the efforts of facilita
tors to create an optimal environment for honest 
discussion. 

Exhibit 1 

Characteristics of focus-group participants, by type of insurance coverage 

ESI 
(n = 57) 

Covered 
California 
(n = 68) 

Total 
(N = 125) 

% No. % No. % No. 
Age (years) 

23–29 1.8 1 10.3 7 6.4 8 
30–39 28.1 16 27.9 19 28.0 35 
40–49 31.6 18 33.8 23 32.8 41 
50–63 38.6 22 27.9 19 32.8 41 

Language 

English 93.0 53 77.9 53 84.8 106 
Spanish 7.0 4 22.1 15 15.2 19 

Sex 

Male 42.1 24 36.8 25 39.2 49 
Female 57.9 33 63.2 43 60.8 76 

Income 

Low (138–250% FPL) 42.1 24 61.8 42 52.8 66 
Middle (251–400% FPL) 57.9 33 38.2 26 47.2 59 

Race/ethnicity 

White 24.6 14 19.1 13 21.6 27 
Black or African American 24.6 14 16.2 11 20.0 25 
Asian or Pacific Islander 21.1 12 20.6 14 20.8 26 
Other 5.3 3 2.9 2 4.0 5 
Latinx 24.6 14 41.2 28 33.6 42 

Number of years in a row enrolled in insurance 

At least 1 but less than 2 12.3 7 30.9 21 22.4 28 
At least 2 but less than 5 24.6 14 58.8 40 43.2 54 
At least 5 but less than 10 35.1 20 10.3 7 21.6 27 
10 or more 28.1 16 0.0 0 12.8 16 

Study Results 
Data collection consisted of fifteen focus groups 
totaling 125 participants and participant surveys 
in three Northern California communities 
(Oakland, San Jose/Milpitas, and Sacramento/ 
Stockton). Of the fifteen focus groups, nine con
sisted of people who purchased their health 
insurance through Covered California (two of 
these nine groups were conducted in Spanish), 
and six consisted of people who obtained health 
insurance through their employer (one of these 
six groups was conducted in Spanish). Partici-
pants were ages 23–63 and represented many 
communities in Northern California as well as 
various racial and ethnic groups. There was a mix 
of representation of white, black or African
American, Asian or Pacific Islander, and Latinx 
participants (exhibit 1). 
Narrow Networks When asked about their 

views of VBID to address cost and value in health 
care, the smallest share of participants (21 per-
cent) felt positively toward narrow networks 
(exhibit 2). 
After the facilitators responded to and clarified 

a number of participant questions, participants 
weighed the trade-offs and stated that, given the 
opportunity, they would select a narrower 
network option for their health plan. Unsurpris-
ingly, our analysis found that much of the dis

SOURCE Authors’ analysis of characteristics reported by participants in 2016. NOTES ESI is employer-
sponsored insurance. FPL is federal poverty level. 
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Exhibit 2 

Attitudes of focus-group participants toward value-based insurance design approaches, by type of insurance coverage 

Negative 

% No.

Neutral 

% No.

Positive 

% No.

Didn’t know 
the meaning 

% No.

 Totala

% No. 
Narrow network 

Covered California 23 15 42 27 19 12 16 10 100 64
 
ESI 23 12 35 18 23 12 19 10 100 52
 
All 23 27 39 45 21 24 17 20 100 116
 

Reference pricing 

Covered California 13 8 35 22 27 17 25 16 100 63
 
ESI 11 6 24 13 30 16 35 19 100 54
 
All 12 14 30 35 28 33 30 35 100 117
 

Value-based benefit design 

Covered California 9 6 33 21 38 24 20 13 100 64
 
ESI 6 3 22 12 44 24 28 15 100 54
 
All 8 9 28 33 41 48 24 28 100 118
 

SOURCE Authors’ analysis of data from a survey administered to the participants before their focus group in 2016. NOTES Participants 
were given the following instruction: “There is a l ot of c oncern  about cost and v alue in health care right n ow. H ealth i nsurance  
companies and health care providers are addressing these concerns in many ways. Please review the following list of features 
and indicate your views about each feature.” ESI is employer-sponsored insurance. aNot all participants responded to the 
attitudes questions before participating in their focus group or responded to all survey questions. 

cussion for this scenario centered on partici
pants’ priorities for selecting a provider, and 
not on standard clinical quality criteria. When 
the facilitator explained that national and state
wide clinical quality metrics are used along with 
price to place providers in a network, thematic 
analysis found that most participants viewed 
such measures with skepticism. They did not 
know how the measures were derived and some
times questioned the credibility of the source 
that developed the measures, as well as the com
plexity involved. Many participants prioritized 
the patient-provider relationship over issues of 
clinical quality (exhibit 3), as well as geographic 
proximity, appointment accessibility, language 
competency, or other factors. 
Two themes emerged as a part of the process to 

help participants understand narrow networks: 
separating the patient-provider relationship 
from quality of care and understanding how 
quality measures are derived. Separating the 
patient-provider relationship from quality of 
care was difficult because participants defined 
provider quality by the relationship they have 
with their provider rather than quality measures 
defined by clinical experts. Thematic analysis 
found that participants generally rejected quality 
measures as a measurement of the quality of 
services, prioritizing their relationship and 
experiences with their provider. Quality ratings 
were viewed with skepticism due to a lack of 
understanding about how ratings are calculated 
and suspicion of the quality measures. Partici
pants stated that they were distrustful of quality 

measures because it was not clear to them how 
the measures were derived, the credibility of the 
source creating the measures, and the complexi
ty of measures. 
When choosing a plan, participants described 

how they had used the list of network providers 
and hospitals to look up the location of services 
(for example, doctors’ offices, hospitals, phar
macies, and laboratories) to determine the 
distance they would need to travel (data not 
shown). They also reported previously seeking 
information on the numbers and types of special
ists and whether their primary care provider was 
included in a network, with one participant say
ing: “Even if they’re not in your network, how 
much do they cover out of the network? That’s 
another part [of] value. Even though you [see a] 
specialist, they can still cover up to a certain 
amount.” 
Participants (who were lower-middle income) 

shared that the location of services is important 
because of transportation time and costs (for 
example, gas, bus fare, and wages lost) to get 
to appointments, pick up prescriptions, and 
get tests. Participants stated they had called pro
viders’ offices as a strategy for determining 
appointment availability. Among the Spanish-
speaking participants, there was limited access 
to doctors who spoke Spanish and frustration 
with misleading information about services 
offered in Spanish. For these participants, call
ing the doctor’s office revealed that the staff, 
doctor, or both did not speak Spanish. 
Reference Pricing Some of the issues raised 
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Exhibit 3 

Themes of focus groups and quotes from participants 

Theme Quote 

Making sense of quality differences in narrow networks 

Separating the patient-provider relationship 
from physician quality of care 

“[Physician ratings] are in the back of my mind but, like she said, if the doctor’s treating you good, your 
experience is good, as soon as he makes that mistake, it’s over.” 

Understanding how quality measures are derived “I’m wondering how they’re gauging the quality. If someone’s going to say they’re poor. I’m sure it’s 
going to be rigged somehow. These doctors are going to be good. How are they basing their quality 
on?” 

Participants’ opinions on why cost varies 

Hospital staff decision making “Yes, one of the information I would like to know is, ‘Hey, are they tiring these doctors out because 
they want to do more to get more money for the hospital?’” 

Availability of appointments “Can hospital C get you in right away, and you need to get in right away, and hospital A can’t see you 
for six months? …I would love to pay $2,000.00, but if the urgency is right now, you find 
$23,000.00 somewhere.” 

Services and amenities beyond medical care “Maybe hospital A is an older facility. It’s tighter quarters, you’re sharing a room with a little curtain, 
but your hip is still going to be just as good as A or C—but it’s kind of all the amenities.” 

Making sense of reference pricing 

Difficulty separating cost from quality “Their care is not that good because of the cheap price. Most people don’t understand that you pay a 
cheap price, and a lot of times you get what you pay for.” 

Questioning feasibility of reference pricing “That’s a very good idea, but that would be something that would have to be regulated by the 
government, right? How would that be done? You going to leave it up to the hospitals to do it? That 
wouldn’t work because they want to make money.” 

Using examples outside health care “You go out and buy anti-aging cream, and one costs eighty-five dollars, one costs seventy-five, and 
one costs ten dollars. They might be the same lotion.” 

Preference for immediacy of services in value-based benefit design 

Preference for immediacy of services despite 
medical evidence 

“I’m the one in pain. Forget what the doctor say[s]. This is intense.… Come back in six weeks with a 
pain of nine? What about later on tonight? It’s going to be a fifteen or sixteen.” 

Acceptance of value-based benefit design 

Trust in provider “It could be helpful if you trusted your doctor and what they were saying.” 
Patient demand for care “It’s like if I come in and I prick my finger and I’m like, ‘I want an x-ray,’ or something like that. That 

should be regular. You pricked your finger? Let me see. Oh, look[s] like you just got a splinter. Just 
take it out. I don’t know.” 

SOURCE Authors’ analysis of focus-group transcripts from 2016. 

during the narrow-networks scenario were also 
raised in the reference-pricing scenario, and 
once again there was extensive education and 
discussion by the facilitators. Afterward partic
ipants indicated that they understood and ac
cepted the idea of reference pricing. Before their 
focus group, 30 percent of participants reported 
that they did not know what it meant (exhibit 2). 
During the focus groups it was discovered that 

participants did not understand that price and 
quality are unrelated (that is, higher prices do 
not de facto equate to higher quality). Therefore, 
the research team analyzed the transcripts to 
identify the barriers to understanding the con
cepts of reference pricing. Participants also were 
quite surprised that hospital prices for the same 
procedure can vary substantially. Participants 
attempted to understand the reasons for price 
variation by speculating that lower-price hospi
tals made up revenue losses by increasing the 
number of procedures performed, resulting in 
an overworked staff and limited appointment 
availability. Participants also speculated that 

higher-price hospitals offered services and 
amenities that might not be captured in a quality 
measure but were nonetheless important in 
terms of what participants valued in choosing 
a hospital (exhibit 3). 
When talking about lower-price hospitals, 

participants at first had difficulty separating 
price from quality, even after the facilitators 
emphasized that the quality of care was the same 
at all three hospitals. 
Our analysis found that participants ques

tioned the feasibility of reference pricing be
cause they did not trust the motivations of 
hospitals or questioned the incentives that result 
from reference pricing. 
To understand the concepts of reference 

pricing, which were often contradictory to par
ticipants’ beliefs and understanding of health 
care, participants used examples and experienc
es outside of health care. 
Value-Based Benefit Design Value-based 

benefit design was the most favored VBID 
approach among the three scenarios, with 41 per
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Our study illuminated 
consumers’
 difficulties
with separating cost 
or price from quality. 

cent of participants reporting a positive attitude 
toward it (exhibit 2). Participants were minimal-
ly concerned about overuse of unnecessary treat-
ments. Instead, they preferred giving patients 
autonomy and having immediate access to a 
treatment or test, regardless of their efficacy. 
They preferred the carrot of autonomy to the 
stick of penalty (penalizing patients who chose 
unnecessary services). Participants’ willingness 
to forgo magnetic resonance imaging (MRI) was 
attributed to their mistrust of physicians and 
insurance companies’ financial motives. 
Thematic analysis found that participants

often stated that they would have a preference
for immediacy of treatments or tests if they were
in pain, despite the medical evidence shared by
the facilitator (for example, “Research shows,
however, that imaging does not reveal anything
to help these patients recover faster”) (exhibit 3).
Participants who expressed trust in their pro-

vider or recognized that patient demand for low-
value services could get out of hand were more
willing to accept value-based benefit design. 

Discussion 
In a series of fifteen focus groups and pre–focus 
group surveys involving 125 health care consum-
ers of low to lower-middle income across North-
ern California, we encountered substantial con-
fusion and skepticism regarding value-based 
insurance design approaches. In assessing con-
sumers’ decision making with respect to VBID, 
we found that participants were skeptical when 
presented with value-based trade-offs and re-
ported seeking information they wanted instead 
of relying on information that health plans 
provide. 
Participants reported having to take extra 

steps to find desired information (for example, 
information about the distance to services, re-
views about providers, and information on the 
availability of providers) when choosing a health 
plan. Presenting information that consumers are 
already looking for next to information that will 
aid in high-value choices can appeal to consum-

ers and has been shown to reduce cognitive 
burden.16 Providing information consumers de-
sire alongside quality measures thus could en-
hance high-value choices. 
The incongruence between participants’ and 

experts’ definitions of quality provoked doubt 
about the credibility of the measures. Focus-
group participants placed the relationship with 
their health care provider above all other factors. 
When quality measures and participants’ posi-
tive provider experiences did not align, partici-
pants questioned the credibility of the quality 
measures rather than the providers. A positive 
patient-provider relationship has been linked to 
higher clinical outcomes because patients are 
more likely to adhere to treatment,17,18 maintain 
continuity of care,19,20 disclose sensitive informa-
tion to support more appropriate care,19 and pay 
less in unnecessary services and treatments.19 

Given our findings, people shopping for a 
health plan on the Marketplace might not find 
the available tools and resources credible. Great-
er transparency of plan benefits (for example, 
cost-sharing subsidies), accurate information 
about provider availability, and personalized 
resources to help consumers understand plan 
benefits and navigate their network options 
(such as in-network providers) would improve 
credibility. 
Existing quality measures lack meaning to 

consumers.16 Most participants were unwilling 
to consider quality measures when choosing a 
doctor because of incongruities between their 
lived experiences and third-party reporting of 
quality measures. Consumers are interested in 
provider quality, but their definition of that 
quality differs dramatically from what clinical 
experts use to measure quality. In this study 
some participants were willing to pay more out 
of pocket to keep their provider or get an MRI for 
acute low back pain despite knowing that paying 
more would not get them what experts define as 
higher-quality care. 
Our study also illuminated consumers’ diffi-

culties with separating cost or price from quality. 
Consumers are not generally aware that health 
care cost or price often has no relationship to 
quality, which means they are unaware that they 
could spend less without sacrificing quality.21 

Reconciliation of consumers’ values with health 
care quality and cost is achievable if decision 
trade-offs are transparent (that is, readily avail-
able and easy to understand) and information is 
derived from familiar, well-known sources. The 
people in our study wanted more options, even 
though these options might not be optimal. 
Health plan designs such as narrow networks 
threaten consumers’ desire for access to pre-
ferred providers. However, once the trade-offs 
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of access to providers versus costs were made 
clear, participants were more willing to consider 
a narrow network. 
People are more likely to consider high-value 

care and become more receptive to trade-offs 
once the credibility of the information source 
is established. Over time, consumers have dem
onstrated improvement in their ability to com
pare health plans. Insurance brokers and the 
Affordable Care Act’s navigator program have 
played an important role in reaching out to 
vulnerable lower-income populations to help 
navigate insurance markets.22 Unfortunately, 
funding for this program has been cut signifi
cantly, to $10 million from $63 million—nearly 
eliminating the program—and the downstream 
effects of the funding cut are unknown.23,24 

Conclusion 
In our study of 125 focus-group participants, we 
found skepticism and mistrust of value-based 
insurance design approaches, even when issues 
related to quality and pricing were explained. To 
alleviate this, we recommend providing ongoing 

informational support by providing educational 
tools and webinars to enhance health care deci
sion making (especially regarding plan choice, 
provider networks, and out-of-pocket spend
ing), as well as disseminating and communicat
ing health plan options using an approach that 
emphasizes choice and fosters trust to bring 
awareness of plan options. Marketplaces and 
purchasers should work with existing credible 
and familiar resources—such as health care pro
viders, federally qualified health centers, com
munity-based organizations, and employers—to 
help navigate choices after initial enrollment to 
build a relationship with consumers. 
Strategies for the successful implementation 

of value-based insurance design should address 
consumers’ perceptions of limited access to care 
in narrow networks by keeping directories up
to-date and networks transparent, address diffi
culties understanding the basis and impact of 
reference pricing through educating consumers 
on its benefits, and address skepticism of plan 
decisions that differentiate low-value services by 
encouraging physicians to initiate conversations 
about the trade-offs of low-value services. ▪ 
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By Joachim O. Hero, Anna D. Sinaiko, Jon Kingsdale, Rachel S. Gruver, and Alison A. Galbraith 

Decision-Making Experiences Of 
Consumers Choosing Individual-

Market Health Insurance Plans
 

ABSTRACT The health insurance Marketplaces established by the 
Affordable Care Act include features designed to simplify the process of 
choosing a health plan in the individual, or nongroup, insurance market. 
While most individual health insurance enrollees purchase plans through 
the federal and state-based Marketplaces, millions also purchase plans 
directly from an insurance carrier (off Marketplace). This study was a 
descriptive comparison of the decision-making processes and shopping 
experiences of consumers in two states who purchased a health insurance 
plan from the same large insurer in 2017, either through the federal 
Marketplaces or off Marketplace. In a survey, those who selected plans 
through the Marketplaces reported less difficulty finding the best or most 
affordable plan than did those enrolling off Marketplace. Respondents in 
families with chronic health conditions who enrolled through the 
Marketplaces reported better overall experiences than those who enrolled 
off Marketplace. Respondents with low health insurance literacy reported 
poor experiences in enrolling both through the Marketplaces and off 
Marketplace. Access to consumer assistance in the individual health 
insurance market should target off-Marketplace populations as well as all 
populations with low health insurance literacy. 

C
onsumers who shop for health in-
surance in the individual, or non-
group, market face a complex deci-
sion with potentially large financial 
and health ramifications.1 Shoppers 

looking to minimize their financial exposure 
must predict their expected health care use 
and costs for a variety of scenarios across large 
numbers of plans with varying cost-sharing 
arrangements and provider networks. Some 
groups of people face circumstances that make 
this decision more challenging. For example, 
many shoppers have low health insurance liter-
acy and lack the numeracy or understanding of 
insurance terms and functions necessary to cal-
culate and weigh personal costs associated with 
plan options.2,3 Plan choice may also be difficult 
for those whose families have chronic health 

conditions: They must compare plans along mul
tiple dimensions to determine overall affordabil
ity and access to providers, services, and pre
scriptions. Challenges with health plan choice 
can leave an enrollee at risk for unnecessarily 
high out-of-pocket spending4,5 or delayed care.6,7 

In addition to the goal of expanding and im
proving health insurance coverage options for 
those without access to employer or public cov
erage, the Affordable Care Act (ACA) federal and 
state-based health insurance Marketplaces 
sought to improve the process of plan selection 
in the individual insurance market.8 (In this 
study we focused on the federal Marketplaces, 
which are used in the majority of US states.) The 
federal Marketplaces use a web-based platform 
(HealthCare.gov) that supports plan selection 
from the shopping process through enrollment.9 
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Consumers can compare qualified health plans 
from different health insurance carriers in a 
structured environment that sorts plans by actu-
arial value using metal tiers (gold, silver, and 
bronze) and displays premium, deductible, 
and other cost-sharing information. Shoppers 
also have access to decision-support tools—
including a calculator that predicts yearly costs 
for each plan based on medical usage and a tool 
to show whether specific providers are included 
in plan networks. Consumers can also obtain 
personalized assistance from customer service 
representatives or certified enrollment special-
ists known as navigators. 
Since the implementation of the Marketplaces 

in 2014, ten to twelve million people have en-
rolled in Marketplace plans annually,10 and large 
majorities have reported satisfaction with their 
coverage, choice of providers, and plans over-
all.11,12 However, only 50 percent of enrollees 
nationally found it easy to find the right cover-
age, and only 41 percent believed it was easy to 
find an affordable plan.13 Consumers with shop-
ping challenges are more likely than those with-
out such challenges to have negative experiences 
in their plans.14 

Consumers seeking a health plan in the indi-
vidual insurance market can also purchase one 
outside of the Marketplaces, and 3.6 million en-
rollees (approximately a quarter of the total en-
rollees in ACA-compliant individual plans) are 
estimated to have done so in 2017.15 Most health 
plans offered through the Marketplaces can also 
be obtained off Marketplace by purchasing di-
rectly from the insurance carrier or through a 
broker. Off-Marketplace consumers may also 
have additional plan options not available on 
the Marketplaces. However, federal premium 
and cost-sharing subsidies are not available to 
those enrolled in off-Marketplace plans. 
The experiences of off-Marketplace enrollees 

and how they compare to those who enrolled 
through the Marketplaces are unclear. As policy 
makers grapple with decisions about the health 
insurance Marketplaces and the individual mar-
ket in general, understanding differences in pub-
lic experiences on and off the Marketplace can 
help inform approaches to future reform. 
To assess consumer experience, we surveyed 

enrollees in individual-market plans offered by 
the same large insurance carrier both on and off 
the federal Marketplaces in two states. This study 
offers an advantage over other survey studies by 
using administrative data to accurately identify 
the coverage source (on versus off Marketplace) 
and plan benefits of surveyed enrollees. We also 
evaluated the processes and experiences of two 
subgroups thought to be at risk for greater chal-
lenges in comparing and choosing coverage: 

people with low health insurance literacy and 
families with chronic conditions. 

Study Data And Methods 
Data And Study Population In 2017 we mailed 
surveys to enrollees ages 18–63 in Harvard Pil-
grim Health Care (HPHC), a large nonprofit 
health insurance carrier. Surveys were mailed 
to a sample of enrollees who had newly enrolled 
or reenrolled in an individual-market health plan 
either on or off Marketplace in New Hampshire 
or Maine following the 2017 open enrollment 
period. HPHC represented a quarter of the en-
rollees in ACA-compliant plans in the individual 
markets of these states overall and held a similar 
share of enrollment on and off Marketplace (see 
online appendix section 6 for details).16 HPHC 
offered only health maintenance organization 
plans, which were also offered by the other major 
carriers in both states on and off Marketplace. 
The set of available HPHC plans were similar on 
and off Marketplace: Only two plans that covered 
2 percent of HPHC individual-market enrollees 
were available exclusively off Marketplace. 
We selected a random sample of 4,506 enroll-

ees (22 percent of all individual-market enroll-
ees in HPHC) stratified by state and enrollment 
source (on or off Marketplace). The sample in-
cluded people with individual coverage and 
those with family (dependent) coverage.We refer 
to these insurance units hereafter as families, 
including families of one. The overall survey re-
sponse rate was 32 percent, yielding 1,433 
respondents. (For the numbers of respondents 
within strata, see appendix exhibit A3.)16 Survey 
questions were tested and revised using cogni-
tive interviews with HPHC individual-market 
members, and the survey was fielded in the peri-
od March–May 2017. All respondents received a 
$20 incentive. 
Respondents answered survey questions on 

behalf of themselves and any family members 
sharing their plan. Survey questions focused 
on plan characteristics considered, information 
used, assistance received, and experiences in 
choosing their health plan for 2017. (See the 
appendix for a copy of the survey instrument.)16 

To measure shopping experiences, subjects were 
asked for their overall rating (on a five-point 
scale) of the experience trying to get health in-
surance, the amount of time spent comparing 
and choosing their plan, and the difficulty (on 
a four-point scale) of finding the most affordable 
plan and of finding the best plan for them. For 
analysis, these variables were dichotomized 
according to subjective groupings of positive 
and negative responses. Having difficulty find-
ing the most affordable plan and finding the best 
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plan were highly correlated, so we combined 
them into a single binary measure of reporting 
“very difficult” or “somewhat difficult” for either 
question. We used enrollment records to link 
survey responses to respondents’ demographic 
information (including age, sex, and whether 
there were children younger than age eighteen 
enrolled in their plan), whether they had reenr
olled in the same plan they had in 2016 or 
switched plans (switching within HPHC or join
ing HPHC in 2017), and plan attributes. Addi
tional demographic characteristics collected via 
the survey included education level, race/ethnic
ity, self-rated health status of the least healthy 
family member, and household income.We used 
self-reported household income and number of 
family members living in the household to ap
proximate family income as a percentage of the 
federal poverty level in 2017. 
Respondents were asked whether they or any 

family members in their plan had a chronic 
health condition (defined in the survey as a 
health condition that has lasted or is expected 
to last a year or longer, may limit what one can 
do, and may require ongoing care—conditions 
such as diabetes, heart disease, and asthma). If 
the answer was “yes,” we classified the respon
dent as being from a “family with chronic 
conditions.” We determined health insurance lit
eracy using a thirteen-item measure that gauges 
the respondent’s confidence in understanding 
insurance terms and performing certain activi
ties.17 We sorted respondents into tertiles of 
health insurance literacy according to overall 
level of confidence across all measures. (See sec
tion 1 of the appendix for further details on the 
measurement of health insurance literacy.)16 

Analysis We report unadjusted descriptive 
statistics for all respondents and each at-risk 
subgroup, and we used chi-square tests of equiv
alence and t-tests to test for differences between 
each subgroup. 
We estimated separate multivariable logistic 

regression models to analyze the association 
between shopping experiences (plan character
istics considered, sources of information used, 
assistance received, and perceptions of plan-
choice experiences) and whether the respondent 
enrolled in a health plan on or off Marketplace 
(our main model). Independent variables includ
ed age, sex, education, income, race/ethnicity, 
family composition, employment, state, number 
of family members in the plan, and prior insur
ance type. We also tested whether Marketplace 
participation was associated with different shop
ping experiences among the two at-risk groups 
by estimating our main model with an interac
tion term for enrolling through the Marketplace 
and being in each at-risk population. To investi

gate experiences in the absence of financial as
sistance, we ran our analyses restricted to pop
ulations likely to be ineligible by income for 
subsidies (respondents with incomes of more 
than 400 percent of poverty). To evaluate the 
role of using a broker on experiences, we sepa
rately ran models that controlled for broker use. 
Results are reported as predicted probabilities 
from these models, standardized to the popula
tion from which the study sample was drawn; 
model results are presented in section 5 of the 
appendix.16 We implemented multiple imputa
tion to estimate all missing responses. Missing 
data were less than 5 percent for all covariates 
except household income, where they were 8 per
cent. All unadjusted and adjusted analyses were 
weighted using inverse probability weights to 
account for sampling design and subject-level 
nonresponse. (See sections 2a and 2b of the 
appendix for more detailed descriptions of our 
multiple imputation and weighting methods.)16 

Limitations This study had several limita
tions. First, survey respondents came from a sin
gle insurance carrier in one region of the coun
try, which limited generalizability. Nevertheless, 
New Hampshire and Maine use the federal Mar
ketplace, which is used in the majority of US 
states—thus broadening the scope of where 
these findings will be relevant. 
Second, respondents selected whether to en

roll in a health plan on versus off Marketplace, 
and differences in available plans or other un
measured individual or carrier attributes could 
be associated both with choice of Marketplace 
and with shopping experiences. (For example, 
more plans were available off Marketplace than 
on Marketplace in both states during the study 
period. However, the dominant carriers in these 
states offered plans both on and off Marketplace, 
and most of the off-Marketplace plans were sim
ilar to those on Marketplace, given the require
ments for ACA-compliant plans.) This selection 
issue constrained our ability to make causal in
ferences. Therefore, comparisons between expe
riences on versus off Marketplace should be con
sidered observed associations rather than causal 
relationships. 
Third, some respondents may have considered 

plans using both on- and off-Marketplace chan
nels, which could cross-contaminate their expe
riential responses. To address this, we reran our 
analyses excluding sixty-nine off-Marketplace 
respondents who indicated that they had also 
looked at plans using HealthCare.gov, and our 
conclusions were unchanged. (See section 4 of 
the appendix for these results.)16 

Fourth, health insurance literacy was self-
reported and might not reflect true literacy. 
Additionally, respondents with limited English 
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proficiency were likely underrepresented in our 
survey. 
Fifth, our survey-based measure of self-

reported income as a percentage of poverty 
may be imprecise, and some measurement error 
is likely. However, we tested our analyses by 
instead measuring income using the categories 
listed on the survey instead of derived poverty 
groupings, and the results did not differ mean
ingfully. 
Finally, survey nonresponse was a limitation. 

However, our response rate is in line with rates 
achieved in similar work,18,19 and we were able to 
weight observations for nonresponse using 
administrative data. 

Study Results 
Our study population was predominantly white 
(exhibit 1). Sixty-nine percent had a household 
income at or below 400 percent of poverty, and 
the majority were either at an age approaching 
retirement (ages 56–63) or young (age 35 or 
younger). Compared with respondents who pur
chased their plans off Marketplace, those who 
purchased on Marketplace were more likely to be 
younger and female and to have less education, 
lower health insurance literacy, and lower 
household incomes. They were less likely to be 
self-employed. The demographic differences be
tween enrollees on and off Marketplace, apart 
from age, reflected differences that have been 

Exhibit 1 

Characteristics of survey respondents and the health plans they chose, by respondents’ Marketplace enrollment, chronic conditions, and health insurance 
literacy, 2017 

Marketplace 
enrollment 

Overall 
(N = 1,433) 

No 
(n = 646) 

Yes 
(n = 787) 

In family with 
chronic condition 

No 
(n = 956) 

Yes 
(n = 460) 

Health insurance 
literacy tertile 

Top 
(n = 419) 

Bottom 
(n = 483) 

Respondent characteristics 

Age (years) 
≤35 28.7% 20.0%*** 30.8% 34.2%*** 17.0% 20.8%*** 34.0% 
36–45 15.9 14.9 16.1 15.1 18.0 17.5 19.8 
46–55 21.8 25.2 21.0 21.6 21.6 20.1 20.6 
56–63 33.6 40.0 32.1 29.1 43.4 41.6 25.6 

Male 46.7 51.8** 45.4 46.5 46.7 50.0 43.9 
Non-Hispanic white 94.6 93.7 94.8 94.6 94.5 94.6 93.7 
College degree or more 52.7 62.3*** 50.3 54.5** 47.7 54.3 51.6 
Employment status 
Employed 40.5 32.3*** 42.5 42.8*** 35.3 37.2 42.9 
Self-employed 34.5 43.5 32.3 36.3 30.5 35.8 34.2 
Retired 8.6 13.1 7.5 7.2 12.0 11.4 5.5 
Not working or other 16.4 11.1 17.7 13.8 22.2 15.7 17.4 

Very or somewhat confident on all health 
insurance literacy questions 22.8 28.4*** 21.4 21.1*** 26.5 63.6*** 0.0 

Household income (% of FPL) 
≤100% 11.3 1.8*** 13.5 10.2 13.6 8.7** 12.2 
101–250% 36.5 7.1 43.4 37.6 34.4 34.8 41.9 
251–300% 10.1 6.9 10.9 10.7 9.1 8.1 11.1 
301–400% 11.4 15.0 10.5 11.5 11.2 11.8 10.2 
More than 400% 30.7 69.1 21.7 30.0 31.7 36.6 24.6 

Plan characteristics 

Mean no. of family members in plan 1.6 1.9*** 1.5 1.6 1.6 1.6 1.6 
Plan includes member with chronic condition 31.9% 30.4% 32.3% 0.0% 100.0% 38.9%*** 27.4% 
Plan includes member with fair or poor health 10.6 9.0 11.0 5.2*** 22.5 10.9** 13.9 
On Marketplace 80.4 0.0 100.0 80.0 81.4 74.5*** 84.8 
New in 2017 
Metal tier 

54.4 47.4*** 56.0 57.4*** 47.8 55.7 54.1 

Bronze 43.0 52.7*** 40.6 47.2*** 34.1 42.7 44.4 
Silver 50.8 32.4 55.3 48.7 55.3 49.5 50.6 
Gold 6.2 14.8 4.1 4.1 10.6 7.8 5.0 

SOURCE Authors’ analysis of data from their survey of enrollees in individual-market health insurance plans offered by Harvard Pilgrim Health Care in New Hampshire and 
Maine in 2017. NOTES Unadjusted analyses were weighted using inverse probability weights to account for sampling design and subject-level nonresponse. Sample sizes 
were unweighted, and all other estimates were weighted. Missing responses in this table were not imputed, so the number of respondents might not always equal the  total  
of 1,433. Groupwise tests of equivalence were performed using chi-square and t tests that compared on and off Marketplace, with and without chronic condition, and low 
and high health insurance  literacy.  An expanded version  of  this  table  is in section  3a  of  the  appendix  (see note 16  in text).  FPL  is  federal poverty  level. **p < 0:05 ***p < 0:01 
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observed nationally.20 

Respondents in families with chronic condi
tions were older, had less education and higher 
health insurance literacy, and were more likely to 
choose gold health plans (and less likely to 
choose bronze plans), compared to those not 
in such families. Respondents in the bottom ter
tile of health insurance literacy were more likely 
to be younger and have lower incomes, com
pared to those in the top tertile. Health insurance 
literacy was unassociated with having a college 
degree or more education. 
Many of the considered characteristics of 

plans and much of the information used in 
choosing plans were similar for respondents 
on and off Marketplace, but important differenc
es were found among at-risk subgroups. Respon
dents from families with chronic conditions 
were overall less likely to say that the premium 
was their most important consideration and con
sidered a wider variety of plan characteristics 
(including whether a plan’s network included 
specific providers, the plan’s copayment 
amounts, and whether specific medications 
would be covered), compared to respondents 

in families without chronic conditions (exhib
it 2). Respondents in families with chronic 
conditions were also more likely to use a provid
er finder and a prescription drug finder decision-
support tool. Respondents with low health insur
ance literacy were less likely than those with 
high literacy to use decision-support tools. 
A lower proportion of Marketplace respon

dents received assistance when making their 
decision about which plan to choose, compared 
to those who enrolled off Marketplace (44 per
cent versus 61 percent) (exhibit 3). Accordingly, 
Marketplace respondents were also more likely 
to say that they wished they had had help (19 per
cent versus 9 percent). Brokers represented the 
most common source of help both on and off 
Marketplace, followed by family or friends, but 
off-Marketplace respondents were almost twice 
as likely to have received assistance from brokers 
than on-Marketplace respondents (40 percent 
versus 23 percent). Only 5 percent of on-Market
place respondents received help from customer 
service representatives or navigators. 
Respondents in families with chronic condi

tions and those with low health insurance litera-

Exhibit 2 

Plan characteristics considered and information used by health insurance plan enrollees in decision making, by Marketplace enrollment, chronic conditions, 
and health insurance literacy, 2017 

Marketplace 
enrollment 

No Yes 

In family with 
chronic condition 

No Yes 

Health insurance 
literacy tertile 

Top Bottom 

Considered when choosing plana 

Premium 91% 89% 91% 88% 89% 90% 
Deductible 74 75 73 77 78** 70 
Copayments 58 58 56** 63 58 54 
Overall affordability 73 78 75 77 78 75 
Coverage of specific doctor or hospital 59 60 56*** 67 63 59 
Number of doctors and hospitals in network 29*** 18 22 24 26 22 
Coverage of specific medications 22 24 17*** 36 23 22 
Plan quality ratings 11 10 10 11 12 10 
Out-of-pocket spending maximum 54 50 52 53 54 47 
Plan reputation 21 16 18 19 21 17 
Prior experience with the plan or carrier 27 22 22** 29 27 23 
Recommendations from friends or family 8 10 10 7 7 9 

Only considered plans that included a specific doctor or hospital 54 54 49*** 63 55 52 

Premium was most important consideration 43 38 44*** 33 38 43 

When choosing plan, used information from:a 

Estimate of total yearly costs 46 41 43 44 48** 39 
Provider finder 45 44 42** 49 48 40 
Network size 18** 11 15 13 15 15 
Prescription drug finder 17 18 13*** 28 19 15 
Plan quality ratings 12 9 11 9 14 9 
None of the above 30 32 32 29 27** 35 

SOURCE Authors’ analysis of data from their survey of enrollees in individual-market health insurance plans offered by Harvard Pilgrim Health Care in New Hampshire and 
Maine in 2017. NOTES The percentages reflect model-adjusted predicted probabilities when sociodemographic and other population characteristics were controlled for 
(including Marketplace enrollment, chronic condition, and health insurance literacy), weighted using inverse probability weights to account for sampling design and 
subject-level nonresponse. Significance was determined by a Wald test. aRespondents were asked to select all responses that applied. **p < 0:05 ***p < 0:01 
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Exhibit 3 

Help with choice of a health plan received by health insurance plan enrollees, by Marketplace enrollment, chronic 
conditions, and health insurance literacy, 2017 

Marketplace 
enrollment 

No Yes 

In family with 
chronic condition 

No Yes 

Health insurance 
literacy tertile 

Top Bottom 

Had help making decision 61%*** 44% 52% 50% 49% 55% 

Helped by:a 

Broker 40*** 23 32 29 31 35 
Family or friends 18 16 16 18 13 17 
HealthCare.gov customer service representative 3 5 5 4 4 5 
Navigator 4 5 5 5 4 5 
Someone at doctor’s office or hospital 3 1 2 1 0*** 2 
Someone from the insurance company 8*** 1 2 4 3 3 
Other 4 2 2 4 4 2 

Had no help 39*** 56 48 50 51 45 

Wished had had help 
Yes 9*** 19 14 16 6*** 23 
No 29** 36 33 33 45*** 21 

SOURCE Authors’ analysis of data from their survey of enrollees in individual-market health insurance plans offered by Harvard Pilgrim 
Health Care in New Hampshire and Maine in 2017. NOTES The percentages reflect model-adjusted predicted probabilities as explained 
in the notes to exhibit 2. Respondents were asked whether they had help making their health plan decision and the sources of that help. 
Those who said that they did not receive help were asked if they wished they had had help. Percentages within a column indicate the 
proportion of total respondents within that column who gave the corresponding response. Significance was determined by a Wald test. 
aRespondents were asked to select all responses that applied. **p < 0:05 ***p < 0:01 

cy were equally likely to receive help and received 
similar types of help as those without chronic 
conditions and those with high health insurance 
literacy, respectively. However, respondents 
with low health insurance literacy were more 
likely to say that they wished they had had help, 
compared to those with high health insurance 
literacy (23 percent versus 6 percent) (exhibit 3). 
This unmet need was more pronounced on Mar
ketplace, where more people with low health 
insurance literacy wished they had had help, 
compared to their off-Marketplace peers (30 per
cent versus 11 percent) (exhibit 4). 
Respondents who enrolled on Marketplace 

were less likely to have had difficulty finding 
the best or most affordable plan than those 
who enrolled off Marketplace (36 percent versus 
49 percent; p < 0:01) (exhibit 4). Compared to 
respondents who did not use a broker, those who 
did reported lower rates of fair or poor experi
ence (29 percent versus 40 percent; p < 0:01) 
and spending more than two hours choosing 
(32 percent versus 44 percent; p < 0:01), though 
controlling for use of brokers did not materially 
change our findings on differences in experienc
es on versus off Marketplace (appendix section 
3c, exhibit A5).16 

At-risk groups were significantly more likely to 
report negative experiences shopping than their 
less-vulnerable counterparts: Those in families 
with chronic conditions had significantly greater 

odds of having difficulty finding the best or most 
affordable plan, and those with low health insur
ance literacy had significantly greater odds of all 
three negative shopping experiences (appendix 
section 5, exhibits A7–A9).16 Among respondents 
in families with chronic conditions, compared to 
off Marketplace, enrolling on Marketplace was 
associated with less difficulty choosing the best 
or most affordable plan (40 percent versus 
57 percent; p < 0:01), spending more than two 
hours choosing (40 percent versus 55 percent; 
p < 0:05), and having a fair or poor experience 
(36 percent versus 48 percent; p < 0:05) (exhib
it 4). However, respondents with low health 
insurance literacy did not have significantly dif
ferent experiences enrolling on versus off 
Marketplace, with high proportions in both 
cases reporting difficulty choosing (54 percent 
versus 65 percent), fair or poor experiences 
(48 percent versus 52 percent), and spending 
more than two hours selecting a plan (43 percent 
versus 48). Results regarding shopping experi
ences were similar in sensitivity analyses that 
excluded respondents with incomes eligible to 
receive financial assistance (at or below 400 per
cent of poverty) (appendix section 3b).16 

Discussion 
Before the ACA, the small proportion of Ameri
cans with individual-market insurance coverage 
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Exhibit 4 

Percent of respondents reporting types of experiences in choosing a health plan on and off 
the federal health insurance Marketplace, overall and by at-risk group, 2017 

SOURCE Authors’ analysis of data from their survey of enrollees in individual-market health insurance 
plans offered by Harvard Pilgrim Health Care in New Hampshire and Maine in 2017. NOTES The per
centages reflect model-adjusted predicted probabilities, as explained in the notes to exhibit 2. 
Section 5 of the appendix includes regression tables (see note 16 in text). Comparisons of enrollees 
in families with chronic conditions (“Chronic condition”) and with low health insurance literacy in on-
versus off-Marketplace plans were calculated from a model that interacted chronic condition with 
Marketplace participation and one that interacted health insurance literacy with Marketplace par
ticipation, respectively. Significance was determined by a Wald test. The error bars indicate 95% 
confidence intervals. **p < 0:05 ***p < 0:01 

was declining,21 and perceived information 
search costs and affordability were believed to 
be among the primary barriers to participation.22 

Participation in the individual market roughly 
doubled following implementation of the ACA’s 
Marketplaces and subsidies, provisions to stabi
lize the individual market, the individual man
date, and outreach efforts starting in 2014.20,23 

Four years into the operation of the ACA 
Marketplaces, this study found worse reported 
experiences among off-Marketplace enrollees 
than among on-Marketplace enrollees, who ex
pressed less difficulty finding the best or most 
affordable option despite receiving less in-
person assistance than off-Marketplace shop
pers. Differences in the shopping contexts on 

and off Marketplace might explain these results. 
The standardized comparisons of plan coverage 
available through HealthCare.gov and online 
tools such as provider finders allow simulta
neous comparison across plans and carriers that 
is not possible when purchasing directly from an 
insurance carrier and may be helping improve 
experiences. Off-Marketplace shoppers also had 
more plan choices (we estimated 35 percent 
more plan options in New Hampshire and 43 per
cent more in Maine), which could explain higher 
difficulty—although shoppers faced high num
bers of choices on Marketplace as well (about 
thirty-five plans in each state),24 and the extent 
to which off-Marketplace enrollees were exposed 
to all available options is unclear. 
Particular subgroups of individual-market 

enrollees (those in families with chronic condi
tions and those with low health insurance litera
cy) had higher rates of negative experiences 
when choosing a health plan compared to their 
healthy and more insurance-literate counter
parts. Both chronic conditions and poor health 
insurance literacy are common among shoppers 
in the individual market,4,23,25 which places large 
numbers of enrollees at risk for poor experiences 
and negative downstream effects—including un
met health care need due to cost, and negative 
health outcomes.2,9 

However, for enrollees in families with 
chronic conditions, those who purchased a plan 
through the Marketplaces were significantly less 
likely to report negative shopping experiences 
than those purchasing plans off Marketplace. 
Whether this difference in experience is due to 
Marketplace features (such as having more 
easily accessible information and a comparison 
infrastructure to tackle the high-dimensionality 
choices they faced) is an important question for 
future research. 
Enrollees with low health insurance literacy 

had challenges both on and off Marketplace in 
terms of finding the best and most affordable 
plan, satisfaction, and time spent choosing. 
Where they differed is that nearly one-third of 
them who enrolled on Marketplace reported 
wishing that they had had help choosing a plan, 
which was more than double the number for off-
Marketplace enrollees. One possible explana
tion for this difference is that navigators helped 
only a small percentage of enrollees in our study 
and nationally,25 perhaps because of their 
focusing on roles other than assisting with plan 
choice.26 Our survey also revealed that brokers 
were a common source of assistance off Market
place, but their on-Marketplace role was more 
limited. Alternatively, the information on health 
plans aggregated and presented on Marketplace 
may have been overwhelming for some popula
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tions.27 Regardless of the explanation, Market-
place assistance and outreach efforts are missing 
many people in a population that stands to gain 
the most from them. Better understanding of 
this result can inform policy makers’ investment 
in resources to assist with plan selection. 

Policy Implications 
The findings in this study suggest that there are 
features of the ACA Marketplaces that consum-
ers find useful in comparing and selecting health 
plans. Cost estimators and provider finder deci-
sion-support tools were used in particular by 
families with chronic conditions. In the current 
environment, the future of the ACA Marketplac-
es is increasingly uncertain because of ongoing 
budgetary and regulatory changes. These deci-
sion-support tools may become increasingly im-
portant in the face of this added volatility and 
complexity. 
Despite educational efforts that were made at

the community and national levels to improve
health insurance literacy among individual-
market enrollees,28 the high degree of negative
experiences reported by enrollees in our study
with low health insurance literacy signals that
more could be done to educate shoppers, con-
nect them with assistance, and provide a simpli-
fied shopping environment. Enrollees with low
health insurance literacy had less use of decision-
support tools and a greater desire for help in our
study, which suggests that Marketplace tools
and support may need to be better targeted
and more user friendly. Other strategies might
also be considered. Marketplaces and enroll-
ment assisters are currently prevented from

 
 

 
 
 

 

 
 
 
 

 

making plan recommendations as a result of 
concerns over inappropriate steering.With prop-
er safeguards, allowing assisters to make recom-
mendations based upon shoppers’ preferences 
could help people with low health insurance lit-
eracy.29 Beyond offering assistance, limiting the 
number of plan offerings and standardizing plan 
benefits—as some active-purchaser state-based 
Marketplaces have done—could reduce choice 
overload resulting from numerous nonstandar-
dized plan choices and help consumers with low 
health insurance literacy.27,30,31 

Finally, with the withdrawal of federal enroll-
ment support and outreach, states may have to 
draw upon alternative resources if they want to 
continue and expand efforts to bolster participa-
tion in the individual insurance market.32 States 
where the off-Marketplace use of brokers is com-
mon might consider strategies to engage them to 
assist a wider range of consumers. 

Conclusion 
This descriptive study found that ACA Market-
place enrollees reported better shopping experi-
ences than those enrolling off Marketplace in the 
individual insurance market in two states— 
particularly those in families with chronic con-
ditions. However, a significant minority of en-
rollees overall and roughly half of enrollees with 
low health insurance literacy reported negative 
experiences both on and off Marketplace. Fur-
ther reforms to simplify choices and expand the 
formats and outreach of decision support could 
address the diverse needs of people and families, 
to continue to improve shopping experiences in 
the individual market. ▪ 
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Costs & Spending 

By Andrea M. Sisko, Sean P. Keehan, John A. Poisal, Gigi A. Cuckler, Sheila D. Smith, Andrew J. Madison, 
Kathryn E. Rennie, and James C. Hardesty 

National Health Expenditure 
Projections, 2018–27: Economic 
And Demographic Trends Drive 
Spending And Enrollment Growth 

ABSTRACT National health expenditures are projected to grow at an 
average annual rate of 5.5 percent for 2018–27 and represent 19.4 percent 
of gross domestic product in 2027. Following a ten-year period largely 
influenced by the Great Recession and major health reform, national 
health spending growth during 2018–27 is expected to be driven 
primarily by long-observed demographic and economic factors 
fundamental to the health sector. Prices for health care goods and 
services are projected to grow 2.5 percent per year, on average, for 
2018–27—faster than the average price growth experienced over the last 
decade—and to account for nearly half of projected personal health care 
spending growth. Among the major payers, average annual spending 
growth in Medicare (7.4 percent) is expected to exceed that in Medicaid 
(5.5 percent) and private health insurance (4.8 percent) over the 
projection period, mostly as a result of comparatively higher projected 
enrollment growth. The insured share of the population is expected to 
remain stable at around 90 percent throughout the period, as net gains 
in health coverage from all sources are projected to keep pace with 
population growth. 

D
uring 2018–27 national health 
spending is expected to be driven 
primarily by long-observed de
mographic and economic factors 
fundamental to the health sector, 

largely in contrast to the prior decade—which 
was affected by the notable impacts of a historic 
recession and the implementation of wide-rang
ing health reform legislation.1 Overall, national 
health spending is projected to grow at 5.5 per
cent per year, on average, for 2018–27 (exhibit 1). 
This is faster than the average growth rate expe
rienced following the last recession (3.9 percent 
for 2008–13) and the more recent period inclu
sive of the Affordable Care Act’s major coverage 
expansions (5.3 percent for 2014–16). However, 
it is slower than the rate throughout the nearly 

two decades preceding the Great Recession 
(7.3 percent for 1990–2007). Growth in gross 
domestic product (GDP) during the ten-year pro
jection period is projected to average 4.7 percent. 
Because national health spending growth is 
expected to increase 0.8 percentage point faster, 
on average, than growth in GDP over the projec
tion period, the health share of GDP is expected 
to rise from 17.9 percent in 2017 to 19.4 percent 
in 2027, with almost all of the increase in share 
expected after 2020. 
Projected average annual spending growth 

rates for the underlying major payers of health 
care are expected to vary substantially during 
2018–27, mainly as a result of differing expected 
trends in enrollment growth. Average Medicare 
spending growth is projected to be the fastest, at 

doi: 10.1377/hlthaff.2018.05499 
HEALTH AFFAIRS 38, 
NO. 3 (2019): 491–501 
©2019 Project HOPE— 
The People-to-People Health 
Foundation, Inc. 

Andrea M. Sisko (Andrea 
.Sisko@cms.hhs.gov) is an 
economist in the Office of the 
Actuary, Centers for Medicare 
and Medicaid Services (CMS),  
in Baltimore, Maryland. 

Sean P. Keehan is an 
economist in the CMS Office 
of the Actuary. 

John A. Poisal is a deputy 
director of the National 
Health Statistics Group, CMS 
Office of the Actuary. 

Gigi A. Cuckler is an 
economist in the CMS Office 
of the Actuary. 

Sheila D. Smith is an 
economist in the CMS Office 
of the Actuary. 

Andrew J. Madison is an 
actuary in the CMS Office of 
the Actuary. 

Kathryn E. Rennie is an 
actuary in the CMS Office of 
the Actuary. 

James C. Hardesty is an 
actuary in the CMS Office of 
the Actuary. 

March  2019  38:3  Health  Affairs  491  

mailto:Andrea.Sisko@cms.hhs.gov
mailto:Andrea.Sisko@cms.hhs.gov


Costs & Spending 

Exhibit 1 

National health expenditures (NHE), aggregate and per capita amounts, share of gross domestic product (GDP), and average annual growth from previous 
year shown, by source of funds, selected calendar years 2013–27 

Source of funds 2013a 2016 2017 2018b 2019b 2027b 

Expenditure, billions 

NHE $2,881.8 $3,361.1 $3,492.1 $3,646.9 $3,823.1 $5,963.2 
Health consumption expenditures 2,728.6 3,202.9 3,324.5 3,470.3 3,637.6 5,679.9 
Out of pocket 325.9 356.1 365.5 378.6 396.9 585.8 
Health insurance 2,088.1 2,504.5 2,604.2 2,720.9 2,850.6 4,545.8 

Private health insurance 947.1 1,136.4 1,183.9 1,237.7 1,278.2 1,896.7 
Medicare 589.9 677.1 705.9 747.4 800.1 1,436.8 
Medicaid 445.2 565.6 581.9 594.8 623.4 992.1 
Federal 256.9 358.3 361.2 369.5 386.5 611.1 
State and local 188.4 207.3 220.6 225.3 237.0 380.9 

Other health insurance programsc 105.9 125.3 132.6 141.0 148.8 220.2 
Other third-party payers and programs and public 
health activity 314.7 342.4 354.8 370.8 390.0 548.4 

Investment 153.2 158.2 167.6 176.5 185.5 283.3 
Population (millions) 315.7 322.9 325.2 327.9 330.7 352.7 
GDP, billions $16,784.9 $18,707.2 $19,485.4 $20,498.6 $21,503.1 $30,755.4 
Disposable personal income, billions 12,505.3 14,170.9 14,796.3 15,563.2 16,297.3 23,453.9 
NHE per capita 9,128.9 10,410.1 10,739.1 11,121.2 11,559.3 16,907.0 
GDP per capita 53,170.5 57,941.2 59,922.8 62,511.0 65,015.9 87,198.3 
Prices (2012 = 100.0) 
Personal Health Care Price Index 1.015 1.049 1.062 1.081 1.101 1.359
 
GDP Implicit Price Deflator, chain weighted 1.018 1.059 1.079 1.104 1.130 1.344
 

NHE as percent of GDP 17.2% 18.0% 17.9% 17.8% 17.8% 19.4%
 

Annual growth 

NHE 3.9% 5.3% 3.9% 4.4% 4.8% 5.7% 
Health consumption expenditures 4.0 5.5 3.8 4.4 4.8 5.7 
Out of pocket 2.0 3.0 2.6 3.6 4.8 5.0 
Health insurance 4.4 6.2 4.0 4.5 4.8 6.0 

Private health insurance 3.4 6.3 4.2 4.5 3.3 5.1 
Medicare 5.3 4.7 4.2 5.9 7.1 7.6 
Medicaid 5.3 8.3 2.9 2.2 4.8 6.0 
Federal 5.6 11.7 0.8 2.3 4.6 5.9 
State and local 5.0 3.2 6.4 2.1 5.2 6.1 

Other health insurance programsc 6.0 5.8 5.8 6.4 5.5 5.0 
Other third-party payers and programs and public 
health activity 3.4 2.9 3.6 4.5 5.2 4.4 

Investment 1.7 1.1 6.0 5.3 5.1 5.4 
Populationd 0.8 0.8 0.7 0.8 0.9 0.8 
GDP 2.5 3.7 4.2 5.2 4.9 4.6 
Disposable personal income 2.9 4.3 4.4 5.2 4.7 4.7 
NHE per capita 3.0 4.5 3.2 3.6 3.9 4.9 
GDP per capita 1.7 2.9 3.4 4.3 4.0 3.7 
Prices (2012 = 100.0) 
Personal Health Care Price Index 2.2 1.1 1.3 1.7 1.9 2.7
 
GDP Implicit Price Deflator, chain weighted 1.6 1.3 1.9 2.3 2.3 2.2
 

SOURCES Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group; and Department of Commerce, Bureau of Economic 
Analysis and Bureau of the Census. NOTES For definitions, sources, and methods for NHE categories, see CMS.gov. National Health Expenditure Accounts: 
methodology paper, 2017: definitions, sources, and methods [Internet]. Baltimore (MD): Centers for Medicare and Medicaid Services; [cited 2019 Jan 25]. Available  
from: https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/Downloads/dsm-17.pdf. Numbers might 
not add to totals because of rounding. Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found  at  
CMS.gov. NHE projections 2018–27—tables [Internet]. Baltimore (MD): Centers for Medicare and Medicaid Services; 2019 [cited 2019 Feb 20]. Available 
from: https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/Downloads/Proj2018Tables.zip. aAnnual 
growth, 2008–13. bProjected. cIncludes health-related spending for Children’s Health Insurance Program (CHIP), Titles XIX and XXI; Department of Defense; and 
Department of Veterans Affairs. dEstimates reflect the Bureau of the Census’s definition of resident-based population (which includes all people who usually reside 
in the fifty states or the District of Columbia but excludes residents living in Puerto Rico and areas under US sovereignty, and US Armed Forces overseas and US  
citizens whose usual place of residence is outside of the United States). Estimates also include a small (typically less than 0.2 percent of population) adjustment 
to reflect census undercounts. Projected estimates reflect the area population growth assumptions found in the 2018 Medicare Trustees Report (see note 4 in text). 
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7.4 percent per year, as the shift of the baby-
boom generation into the program continues 
to result in robust growth in enrollment (2.5 per
cent per year, on average) (exhibit 2). This shift 
also contributes to comparatively slower pro
jected private health insurance enrollment 
growth of just 0.2 percent per year in 2018–27 
and underlies the expectation that growth in 
private health insurance spending will be the 
slowest among the payers, at just 4.8 percent 
per year, on average. Medicaid spending growth 
is expected to be 5.5 percent, on average, with 
projected enrollment growth of 1.3 percent per 
year during this period. 
Per enrollee, rates of growth in spending for 

Medicare, Medicaid, and private health insur
ance are expected to be somewhat similar over 
the ten-year projection period (4.7 percent, 

4.1 percent, and 4.6 percent per enrollee, respec
tively). However, these averages mask the 
unique year-to-year trends among the major 
payers that are influenced by regulation, legisla
tion, and economic factors—each of which is 
discussed in more detail below. 
For 2018, national health spending is pro

jected to have grown by 4.4 percent, following 
a rate of 3.9 percent in 2017 (exhibit 1).1 Faster 
projected spending growth of almost 2 percent
age points in Medicare (5.9 percent) 
primarily contributes to the acceleration that 
reflects higher expected growth for both hospital 
services and prescription drugs. However, 
Medicaid spending growth is projected to have 
slowed by 0.7 percentage point in 2018 (to 
2.2 percent), as enrollment growth is expected 
to have slowed for the fourth consecutive year. 

Exhibit 2 

National health expenditures (NHE) and health insurance enrollment, aggregate and per enrollee amounts, and average 
annual growth from previous year shown, by source of funds, selected calendar years 2013–27 

Source of funds  2013a 2016 2017  2018b  2019b  2027b

Expenditure, billions 

Private health insurance $947.1 $1,136.4 $1,183.9 $1,237.7 $1,278.2 $1,896.7 
Medicare 589.9 677.1 705.9 747.4 800.1 1,436.8 
Medicaid 445.2 565.6 581.9 594.8 623.4 992.1 

Annual growth in expenditure 

Private health insurance 3.4% 6.3% 4.2% 4.5% 3.3% 5.1% 
Medicare 5.3 4.7 4.2 5.9 7.1 7.6 
Medicaid 5.3 8.3 2.9 2.2 4.8 6.0 

Per enrollee spending 

Private health insurance $ 5,052 $ 5,771 $ 6,001 $ 6,269 $ 6,511 $ 9,384 
Medicare 11,503 12,144 12,347 12,726 13,240 19,546 
Medicaid 7,553 7,944 8,013 8,099 8,289 12,029 

Annual growth in per enrollee spending 

Private health insurance 4.3% 4.5% 4.0% 4.5% 3.9% 4.7% 
Medicare 2.4 1.8 1.7 3.1 4.0 5.0 
Medicaid 0.9 1.7 0.9 1.1 2.4 4.8 

Enrollment, millions 

Private health insurance 187.5 196.9 197.3 197.4 196.3 202.1 
Medicare 51.3 55.8 57.2 58.7 60.4 73.5 
Medicaid 58.9 71.2 72.6 73.4 75.2 82.5 
Uninsured 44.1 28.7 29.7 29.9 31.2 36.2 
Population 315.7 322.9 325.2 327.9 330.7 352.7 
Insured share of total population 86.0% 91.1% 90.9% 90.9% 90.6% 89.7% 

Annual growth in enrollment 

Private health insurance −0.9% 1.7% 0.2% 0.1% −0.6% 0.4% 
Medicare 2.9 2.8 2.5 2.7 2.9 2.5 
Medicaid 4.4 6.5 2.0 1.1 2.4 1.2 
Uninsured 1.2 −13.4 3.7 0.7 4.3 1.9 
Population 0.8 0.8 0.7 0.8 0.9 0.8 

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. NOTES For definitions, 
sources, and methods for NHE categories, see CMS.gov. National Health Expenditure Accounts: methodology paper, 2017 (see 
exhibit 1 notes). Numbers might not add to totals because of rounding. Percent changes are calculated from unrounded data. 
Tables with data for all years of the projection period can be found at CMS.gov. NHE projections 2018–27—tables (see exhibit 1 
notes). aAnnual growth, 2008–13. bProjected. 
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From the perspective of overall health insurance 
enrollment, net gains in health insurance cover
age across all sources are expected to have kept 
pace with overall population growth. As a result, 
the insured share of the population is projected 
to have remained stable at 90.9 percent. 
For 2019, growth in national health spending 

is expected to increase again to 4.8 percent 
(exhibit 1). Medicare spending growth is pro
jected to continue accelerating (to 7.1 percent), 
partly as a result of faster growth in per enrollee 
spending attributable to higher fee-for-service 
payment updates. Growth in Medicaid expendi
tures is also expected to rise (to 4.8 percent), in 
part because of expansions of Medicaid coverage 
in Idaho, Maine, Nebraska, Utah, and Virginia. 
A somewhat mitigating influence on overall 
national health spending growth, however, is 
the expected impact of the repeal of the individ
ual mandate. The repeal is expected to result in 
lower private health insurance enrollment, since 
some people—particularly those with direct-
purchase insurance—may elect to forgo cover
age.2,3 Combined, these shifts in enrollment lead 
to a projected net increase in the number of 
uninsured of 1.3 million people, to 31.2 million 
in 2019 (exhibit 2). However, projected gains in 
enrollment through other sources are expected 
to partially offset those declines, resulting in 
only a slight decrease in the insured share of 
the population (to 90.6 percent in 2019, from 
90.9 percent in 2018). 
For 2020–27, growth in national health spend

ing is expected to average 5.7 percent. This rate is 
faster than projected for 2019, and faster growth 
is generally evident for the underlying major 
payers and health care services and goods 
(exhibits 1 and 3). The acceleration is in part 
due to faster growth in personal health care pric
es as measured by the Personal Health Care Price 
Index (exhibit 1). Also contributing is increas
ingly higher expected growth in utilization on 
the part of Medicare beneficiaries and those with 
private health insurance, the latter influenced by 
a lagged response to comparatively higher 
income growth during 2020–22. With respect 
to insurance coverage over 2020–27, growth in 
employer-sponsored health insurance enroll
ment is projected to be below that of population 
growth and decline for those purchasing insur
ance directly, which contributes to a slight 
decline in the insured share of the population 
to 89.7 percent by 2027 (exhibit 2). 
The share of health care spending sponsored 

(or financed) by federal, state, and local govern
ments is expected to increase by 2 percentage 
points during 2018–27, reaching 47 percent 
by 2027 (exhibit 4). The increase is entirely 
accounted for by the federal government share, 

which is expected to grow from 28 percent in 
2017 to 31 percent in 2027, and largely reflects 
faster growth in Medicare spending as the baby-
boom generation continues to transition into the 
program. The expected business and household 
share is expected to fall from 55 percent in 2017 
to 53 percent in 2027. 

Model And Assumptions 
The national health expenditure projections 
incorporate a combination of actuarial and 
econometric modeling methods, as well as judg
ments about future events and trends that are 
expected to influence health spending.3 They are 
largely based on economic and demographic 
assumptions in the 2018 Medicare Trustees 
Report,4 updated to reflect more recently released 
macroeconomic data.3 The projections also 
reflect current law5 and do not reflect any policy 
proposals currently under consideration. 
Estimates of future health care spending and 

enrollment are inherently subject to substantial 
uncertainty that increases over the projection 
horizon. In addition to the potential effects of 
evolving health care markets and changes in law 
over time, economic conditions can differ from 
the intended midrange assumptions used here. 
In the case of one economic variable, dispos

able personal income, analysis by the Office of 
the Actuary has consistently found a relationship 
between growth in that metric and growth in 
health spending, especially for private health 
insurance.3 That is, as income growth increases 
or decreases, health spending growth tends to 
follow in the same direction, but with a lag. 
This relationship has been evident over the full 

history of the National Health Expenditure 
Accounts and is reflected in these projections.3 

As a result, with faster growth in income as
sumed for the coming decade relative to the re
cent past, it is expected that health spending 
growth will respond and be higher as well.3 

The projections presented here reflect this rela
tionship. Thus, to the extent that actual growth 
in income differs from what is assumed, actual 
growth in health spending may differ from what 
is projected. 

Factors Accounting For Growth 
In exhibit 5 average annual personal health care 
spending6 growth is decomposed to demonstrate 
the relative contributions of underlying price 
growth (economywide and relative personal 
health care price inflation), use and intensity, 
population growth, and age-sex mix. During 
2018–27 personal health care spending growth 
is expected to average 5.5 percent, with growth 
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Exhibit 3 

National health expenditures (NHE) amounts and annual growth from previous year shown, by spending category, selected calendar years 2013–27 

Spending category  2013a 2016 2017  2018b  2019b  2027b

Expenditure, billions 

NHE $2,881.8 $3,361.1 $3,492.1 $3,646.9 $3,823.1 $5,963.2 
Health consumption expenditures 2,728.6 3,202.9 3,324.5 3,470.3 3,637.6 5,679.9 
Personal health care 2,438.0 2,851.9 2,961.0 3,085.3 3,242.5 5,058.4 
Hospital care 937.6 1,092.8 1,142.6 1,193.4 1,254.7 1,961.6 
Professional services 759.4 884.0 920.0 962.8 1,013.6 1,541.2 
Physician and clinical services 569.6 666.5 694.3 728.0 767.6 1,172.0 
Other professional services 78.7 92.4 96.6 100.8 106.1 165.3 
Dental services 111.1 125.1 129.1 134.0 139.9 203.9 

Other health, residential, and personal care 144.3 173.4 183.1 188.4 196.9 318.6 
Home health care 81.4 93.1 97.0 101.8 108.8 186.8 
Nursing care facilities and continuing care retirement 
communities 149.0 163.0 166.3 170.8 178.0 270.7 

Retail outlet sales of medical products 366.3 445.6 451.9 468.1 490.5 779.4 
Prescription drugs 265.2 332.0 333.4 344.5 360.3 576.7 
Durable medical equipment 45.1 51.0 54.4 57.4 60.9 97.8 
Other nondurable medical products 56.0 62.7 64.1 66.2 69.3 105.0 

Government administration 37.4 44.7 45.0 46.7 49.4 81.0 
Net cost of health insurance 174.2 220.7 229.5 247.2 252.0 417.3 
Government public health activities 79.1 85.6 88.9 91.1 93.6 123.2 

Investment 153.2 158.2 167.6 176.5 185.5 283.3 
Noncommercial research 46.7 47.6 50.7 53.5 56.2 83.3 
Structures and equipment 106.5 110.6 116.9 123.1 129.3 200.0 

Annual growth 

NHE 3.9% 5.3% 3.9% 4.4% 4.8% 5.7% 
Health consumption expenditures 4.0 5.5 3.8 4.4 4.8 5.7 
Personal health care 4.1 5.4 3.8 4.2 5.1 5.7 

Hospital care 5.2 5.2 4.6 4.4 5.1 5.7 
Professional services 3.6 5.2 4.1 4.7 5.3 5.4 
Physician and clinical services 3.7 5.4 4.2 4.9 5.4 5.4 
Other professional services 4.6 5.5 4.6 4.3 5.3 5.7 
Dental services 2.2 4.0 3.2 3.8 4.4 4.8 

Other health, residential, and personal care 4.9 6.3 5.6 2.9 4.5 6.2 
Home health care 6.0 4.6 4.3 4.9 6.8 7.0 
Nursing care facilities and continuing care retirement 
communities 3.0 3.0 2.0 2.7 4.2 5.4 

Retail outlet sales of medical products 2.2 6.8 1.4 3.6 4.8 6.0 
Prescription drugs 2.0 7.8 0.4 3.3 4.6 6.1 
Durable medical equipment 3.3 4.2 6.8 5.5 6.1 6.1 
Other nondurable medical products 2.7 3.8 2.2 3.3 4.7 5.3 

Government administration 4.2 6.1 0.5 3.9 5.7 6.4 
Net cost of health insurance 3.3 8.2 4.0 7.7 2.0 6.5 
Government public health activities 3.1 2.7 3.9 2.4 2.8 3.5 

Investment 1.7 1.1 6.0 5.3 5.1 5.4 
Noncommercial research 1.5 0.7 6.5 5.4 5.1 5.0 
Structures and equipment 1.8 1.3 5.7 5.3 5.1 5.6 

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. NOTES For definitions, sources, and methods for NHE 
categories, see CMS.gov. National Health Expenditure Accounts: methodology paper, 2017 (see exhibit 1 notes). Numbers might not add to totals because of 
rounding. Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found at CMS.gov. NHE projections 
2018–27—tables (see exhibit 1 notes). aAnnual growth, 2008–13. bProjected. 

in personal health care prices expected to 
account for nearly half of that growth, on aver
age. Growth in use and intensity is expected to 
account for just under one-third of the average 
annual personal health care spending growth, 
with population growth and the changing 
age-sex mix of the population accounting for 

the remainder. Over specific years within the 
projection period, however, there are notable 
trends in prices and the volume and intensity 
of services, some of which are anticipated to 
contrast with recent experience. 
Inflation for health care goods and services, as 

measured by the Personal Health Care Price 
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Exhibit 4 

National health expenditures (NHE) amounts, average annual growth from previous year shown, and percent distribution, 
by type of sponsor, selected calendar years 2013–27 

Type of sponsor 2013a 2016 2017 2018b 2019b 2027b 

Expenditure, billions 

NHE $2,881.8 $3,361.1 $3,492.1 $3,646.9 $3,823.1 $5,963.2 
Businesses, household, and 
other private revenues 1,620.6 1,836.7 1,914.1 2,002.9 2,095.2 3,136.4 
Private businesses 580.4 669.1 696.5 730.9 765.1 1,123.2 
Household 833.0 942.8 978.6 1,019.9 1,064.1 1,619.3 
Other private revenues 207.2 224.7 239.0 252.0 266.0 393.9 

Governments 1,261.2 1,524.4 1,577.9 1,644.0 1,727.9 2,826.8 
Federal government 752.7 952.4 982.4 1,032.7 1,089.7 1,833.8 
State and local 
governments 508.5 572.0 595.5 611.2 638.2 993.0 

Annual growth 

NHE 3.9% 5.3% 3.9% 4.4% 4.8% 5.7% 
Businesses, household, and 
other private revenues 2.8 4.3 4.2 4.6 4.6 5.2 
Private businesses 2.3 4.9 4.1 4.9 4.7 4.9 
Household 3.1 4.2 3.8 4.2 4.3 5.4 
Other private revenues 3.3 2.7 6.4 5.4 5.6 5.0 

Governments 5.3 6.5 3.5 4.2 5.1 6.3 
Federal government 6.1 8.2 3.2 5.1 5.5 6.7 
State and local 
governments 4.2 4.0 4.1 2.6 4.4 5.7 

Distribution 

NHE 100% 100% 100% 100% 100% 100% 
Businesses, household, and 
other private revenues 56 55 55 55 55 53 
Private businesses 20 20 20 20 20 19 
Household 29 28 28 28 28 27 
Other private revenues 7 7 7 7 7 7 

Governments 44 45 45 45 45 47 
Federal government 26 28 28 28 29 31 
State and local 
governments 18 17 17 17 17 17 

SOURCE Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group. NOTES For definitions, 
sources, and methods for NHE categories, see CMS.gov. National Health Expenditure Accounts: methodology paper, 2017 (see 
exhibit 1 notes). Numbers might not add to totals because of rounding. Percent changes are calculated from unrounded data. 
Tables with data for all years of the projection period can be found at CMS.gov. NHE projections 2018–27—tables (see exhibit 1 
notes). aAnnual growth, 2008–13. bProjected. 

Index and inclusive of both economywide and 
relative personal health care price inflation, is 
projected to play a larger role in the coming 
decade (averaging growth of 2.5 percent per 
year for 2018–27, compared to 1.1 percent for 
2014–17) and account for nearly half of personal 
health care spending growth. This expectation 
reflects accelerating growth in both economy-
wide inflation and relative personal health care 
price inflation (or the difference between price 
growth for personal health care goods and ser
vices and economywide inflation). The expected 
acceleration in growth in economywide prices 
occurred primarily in 2018. From 2019 forward, 
a steady increase in relative personal health care 
price inflation is projected, as certain factors that 

contributed to low or negative growth in relative 
personal health care price inflation since 2011 
are anticipated to be less influential in restrain
ing prices over the next decade. Such factors 
include rising sensitivity to prices by consumers 
and insurers, especially for services subject to 
cost sharing;7 selective contracting by insurers; 
and improvements in productivity through the 
use of lower-cost providers in physician offices.8 

Similarly, input price growth, including health-
sector wages, is expected to accelerate as down
ward pressure on provider prices lessens. 
The average growth rate for use and intensity 

of services is projected to be 1.7 percent over 
2018–27 and to account for about 30 percent 
of personal health care spending growth (exhib
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Exhibit 5 

Factors accounting for growth in personal health care (PHC) expenditures, selected calendar years 1990–2027 

SOURCES Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group; and Department of 
Commerce, Bureau of Economic Analysis and Bureau of the Census. NOTES “Relative PHC inflation” represents the share of medical 
price growth that exceeds economywide inflation. “Economywide inflation” reflects the gross domestic product deflator index. “Use 
and intensity” includes quantity and mix of services. As a residual, this factor also includes any errors in measuring prices or total 
spending. “Age-sex mix” refers to that mix in the population. Growth in the total PHC Price Index is equal to the sum of economywide 
and relative PHC inflation and is a chain-weighted index of the price for all personal health care deflators. The height of the bars 
reflects the sum of factors that contribute positively to growth. In those cases where a factor may contribute growth of less than 
zero, the net total growth is reflected by the line and associated point estimate noted for each period. 

it 5). This result contrasts with the rate observed 
during the years immediately following the im
plementation of the coverage expansions under 
the Affordable Care Act (2014–16), when use and 
intensity was the dominant driver of personal 
health care spending growth—representing 2.9 
percentage points, or just over half, of the aver
age spending growth rate of 5.4 percent. Ini
tially, these increases were largely influenced 
by expanding enrollment, followed by faster 
per enrollee spending growth that likely re
flected care provided to the newly insured. Un
like that unique time period, during 2018–27 
growth in the use and intensity of medical care 
is primarily influenced by the anticipated effects 
of macroeconomic growth consistent with the 
longer-run historical relationship. 

Outlook For Spending And 
Enrollment By Payer 
Medicare Medicare spending growth is pro
jected to have increased 5.9 percent in 2018, 
compared to 4.2 percent in 2017 (exhibit 1), 
mainly because of faster per enrollee spending 
growth (3.1 percent in 2018 versus 1.7 percent in 
2017) (exhibit 2). Increases in Medicare private 
health plan payments, as well as spending for 
fee-for-service hospital care and prescription 

drugs, underlie the projected acceleration. 
In 2019 Medicare spending is projected to 

increase by 7.1 percent, a 1.2-percentage-point 
acceleration over growth in 2018. Increases in 
fee-for-service payment rates compared to 2018, 
along with slightly faster growth in the use and 
intensity of physician and clinical services, con
tribute to faster expected growth in per enrollee 
spending, which is projected to rise to 4.0 per
cent. Additionally, projected Medicare enroll
ment growth reaches its peak at 2.9 percent in 
2019, up from 2.7 percent in 2018. 
Over 2020–27 Medicare spending growth is 

expected to remain highest among the payers, 
averaging 7.6 percent. Compared to the 7.1 per
cent increase projected for 2019, this faster 
average growth is primarily driven by an expec
tation of a continued rebound in growth in the 
use and intensity of services used throughout the 
period that is more consistent with the pro
gram’s long-term experience, compared to that 
of the past decade. By the end of the projection 
period (2026–27) the expected growth rate 
decelerates to around 7.0 percent, down from 
a projection-period peak of 8.1 percent in 
2022, as slower increases in input prices— 
including for hospitals—and anticipated faster 
multifactor productivity growth lead to smaller 
payment updates for many Part A services. En-
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rollment growth is also anticipated to slow grad
ually during these years, from 2.8 percent in 
2020 to 2.1 percent by 2027—a rate more consis
tent with the pre-baby-boom period. By the end 
of the projection period the Medicare share of 
total health spending is projected to rise to 
24.1 percent by 2027 from 20.2 percent in 2017. 
Medicaid Medicaid spending growth is ex

pected to have been just 2.2 percent in 2018, 
down from 2.9 percent growth in 2017 
(exhibit 1)—the fourth consecutive year of slow
ing growth following the ACA’s expansion of 
Medicaid coverage in 2014. The expected trend 
in 2018, as in prior years, is principally explained 
by slower growth in enrollment, which is pro
jected to have slowed to 1.1 percent in 2018 
from 2.0 percent the previous year (exhibit 2). 
While growth for nearly all Medicaid services is 
expected to have slowed in 2018, growth in the 
net cost for Medicaid managed care plans is 
expected to have rebounded, compared to a de
cline in growth in 2017. This pattern reflects 
the historical and projected timeline over which 
the federal government is recovering payments 
from managed care organizations as a result of 
favorable prior-period experience.1 

Growth in Medicaid spending is expected to 
accelerate in 2019 to 4.8 percent. Five additional 
states have approved and are expected to imple
ment Medicaid expansion in 2019, a factor that 
contributes in part to the aggregate spending 
growth increase. Projected Medicaid enrollment 
growth—2.4 percent in 2019 compared to 1.1 per
cent in 2018—reflects this newly eligible popula
tion. Growth in per enrollee Medicaid spending 
is expected to accelerate, as well, by 1.3 percent
age points to 2.4 percent in 2019, as a result of 
faster growth in price factors. 
Medicaid spending is expected to grow at an 

average rate of 6.0 percent over 2020–27. The 
pattern in annual growth, however, is influenced 
by reductions to disproportionate share hospital 
payments for hospitals set in law.9 These pay
ments are scheduled to be reduced in 2020 
and are then further reduced in 2021. Conse
quently, Medicaid spending growth is expected 
to grow slowly at 5.0 percent in 2020 and 5.4 
percent in 2021. For 2022 through 2025, when 
the disproportionate share hospital payment re
ductions are equivalent to 2021, overall Medic
aid spending growth is expected to be higher at 
6.1 percent. Beginning in 2026 there are no re
ductions in the disproportionate share hospital 
payments, which leads to a notable expected one-
year acceleration in 2026 for overall Medicaid 
spending growth to 7.0 percent. Otherwise, an 
enrollment mix more heavily influenced by 
spending patterns of comparatively more expen
sive aged and disabled beneficiaries is expected 

to result in per enrollee spending growth that is 
at or above 5 percent in every year during 
2022–27. 
Private Health Insurance And Out-Of-

Pocket Spending For private health insurance 
spending, growth is expected to have increased 
slightly from 4.2 percent in 2017 to 4.5 percent in 
2018, near the overall growth rate for national 
health expenditures of 4.4 percent (exhibit 1). 
While spending for most services and goods is 
expected to have grown slightly faster in 2018,10 

the acceleration was partially offset by slower 
projected growth in the net cost of private health 
insurance,11 as private insurers offering plans in 
the Marketplace had fared better financially in 
2017 and thus reduced the difference between 
premium revenues and expected benefit pay
ments.12 Out-of-pocket spending growth is ex
pected to have accelerated to 3.6 percent in 
2018 from 2.6 percent in 2017, a rate that is 
consistent with faster income growth as well 
as with the higher average deductibles for em
ployer-based private health insurance enrollees 
in 2018 compared to 2017.13 

The projected spending trends in 2019 in part 
reflect the estimated impact of the effective re
peal of the individual mandate. As some people 
choose to forgo maintaining health insurance, 
private health insurance enrollment is expected 
to decline slightly, primarily in the direct-
purchase insurance market. Accordingly, private 
health insurance spending growth is expected 
to slow to 3.3 percent in 2019 from 4.5 percent 
in 2018. Conversely, out-of-pocket spending is 
expected to grow more rapidly, at 4.8 percent in 
2019 compared to 3.6 percent in 2018, in part 
because fewer people have private insurance 
coverage. 
Private health insurance spending is expected 

to grow 5.1 percent per year, on average, for 
2020–27. Growth in this spending is projected 
to peak at 5.4 percent in 2023–24, in lagged 
response to the high anticipated growth in dis
posable personal income a few years prior. Pri
vate health insurance spending growth is then 
expected to slow to 4.8 percent by 2027, as in
come growth generally decelerates. As the payer 
with the slowest expected growth over the full 
projection period, the private health insurance 
share of national health spending is projected to 
fall from 33.9 percent in 2017 to 31.8 percent 
in 2027. 
Growth in out-of-pocket spending, which is 

also primarily influenced by economic factors, 
is expected to be similar to that of private health 
insurance spending in 2020–27, at 5.0 percent. 
However, the projection-period peak in growth 
is expected in 2022 (5.4 percent), the year in 
which the excise tax on high-cost insurance 
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plans is scheduled to go into effect.14 By 2027, 
because total out-of-pocket spending is expected 
to grow more slowly, on average, than health 
insurance spending (exhibit 1), it is expected 
to account for a decreasing share of national 
health spending (9.8 percent in 2027, down 
from 10.5 percent in 2017). 

Outlook For Major Medical Services 
And Goods 
Prescription Drugs Following growth of just 
0.4 percent in 2017, prescription drug spending 
is expected to have grown 3.3 percent in 2018 but 
still be among the slowest-growing health care 
sectors (exhibit 3). Higher utilization growth is 
anticipated, compared to the relatively low 
growth in 2016 and 2017,1 partially driven by 
an increase in the number of new drug introduc-
tions (fifty-nine in 2018, up from an average of 
thirty-four during 2016–17).15 

In 2019 prescription drug spending growth is 
projected to accelerate further, to 4.6 percent, as 
a result of higher expected growth in drug utili-
zation (including from new drugs) and a modest 
increase in drug price growth. 
Prescription drug spending is expected to in-

crease, on average, by 6.1 percent per year for 
2020–27 (exhibit 3). Contributing to the accel-
eration in growth during this period is the ex-
pectation that the use of prescription drugs will 
increase over the next several years as a result of 
increasingly robust efforts by employers and in-
surers to reduce any barriers regarding the use of 
maintenance drugs needed to keep their enroll-
ees with chronic conditions healthy.16 Two other 
factors contributing to higher expected growth 
in the use of prescription drugs are the aging of 
the population and changes to pharmacotherapy 
guidelines.16 These trends, coupled with faster 
expected spending increases in lagged response 
to faster growth in income, result in a peak pro-
jected growth rate for prescription drug spend-
ing of 6.4 percent in 2023–24. Finally, prescrip-
tion drug spending growth is expected to rise 
because of a shift in the intensity and mix of drug 
usage associated with the many projects current-
ly in clinical development that could, over the 
next few years, result in innovative, yet more ex-
pensive, new drugs across such therapeutic areas 
as cancer, diabetes, and Alzheimer’s disease.17 

Hospitals Hospital spending is expected to 
have grown similarly in 2018 (4.4 percent) and 
2017 (4.6 percent) (exhibit 3). By payer, some-
what slower growth in both Medicaid and private 
health insurance hospital spending offset slight-
ly faster growth in Medicare hospital spending. 
For 2019 hospital spending growth is expected to 
increase to 5.1 percent because of faster growth 

in Medicare hospital payment updates and an 
increase in the use of hospital services associated 
with new Medicaid expansion–related enrollees. 
These increases are somewhat offset by slower 
expected growth in private health insurance hos-
pital spending, which is partially attributable to 
the repeal of the individual mandate. 
Over 2020–27 hospital spending growth is ex-

pected to average 5.7 percent per year, up from 
5.1 percent in 2019. Consistent with overall 
spending, Medicare is expected to experience 
the fastest growth in spending for hospital 
care during this period. The peak growth for 
overall hospital spending is projected to occur 
in 2026 (6.1 percent) and is strongly influenced 
by substantially faster Medicaid spending 
growth in 2026 that reflects the expiration of 
Medicaid disproportionate share hospital pay-
ment reductions scheduled in current law for 
September 30, 2025. Private health insurance 
spending growth for hospital care is expected 
to reach its projection-period peak in 2024, con-
sistent with the lagged relationship to income. 
Hospital price growth is also expected to rise 

by 2027. The acceleration in this growth over the 
projection period primarily reflects continued 
wage increases for hospital employees that are 
anticipated from the low rates of growth experi-
enced following the Great Recession, as well as 
tighter labor markets for hospital employees, 
including nurses.18 Growth is partially offset, 
however, by Medicare payment updates that 
are reduced by growth in economywide produc-
tivity, which is projected to accelerate during the 
projection period.4 

Physician And Clinical Services Spending 
in 2018 for physician and clinical services is pro-
jected to have grown 4.9 percent, rising from 
4.2 percent in 2017 (exhibit 3). Price growth 
for physician and clinical services is expected 
to have increased 0.3 percentage point but to 
have remained at near historically low rates at 
0.7 percent. This continued low price growth was 
likely influenced, in part, by physician practices 
using more nonphysicians to provide care, a 
practice that was related to increased productivi-
ty and profits even in the presence of slow price 
growth.8 The acceleration in overall projected 
spending growth also reflects faster growth in 
use that is partly related to a lagged response to 
growth in income over the recent history and 
also from increases in the number of office visits 
due to the severe 2017–18 flu season.19 

In 2019, growth in spending for physician and 
clinical services is projected to accelerate once 
more, to 5.4 percent from 4.9 percent in 2018. An 
acceleration in Medicaid spending growth is the 
primary factor contributing to the trend, which 
is in part associated with program’s expansion 
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by additional states. 
Over the remainder of the projection period, 

2020–27, average annual growth in physician 
and clinical services spending is projected to 
be 5.4 percent. The growth rate for Medicare 
spending is expected to be substantially faster 
than that projected for physician and clinical 
services spending in private health insurance. 
That projected differential is largely due to faster 
enrollment associated with the continued shift 
of the baby-boom generation from private health 
insurance to Medicare. 
Another factor contributing to the growth in 

overall physician and clinical services spending 
over 2020–27 is an anticipated acceleration in 
physician price growth. Underlying this acceler
ation are projected rising costs related to the 
provision of care. In particular, wages are ex
pected to increase as a result of the supply of 
physicians not being able to meet expected in
creases in demand for care connected with the 
aging population.20 Furthermore, some of the 
productivity gains that have been achieved 
through the use of lower-cost providers as a sub
stitute for physician care within physician prac
tices may be less pronounced in the future, be
cause of limitations such as licensing restrictions 
on the scope of care that may be provided by 
nonphysician providers.21 

Conclusion 
During the past ten years the lingering effects of 
the Great Recession, coupled with the coverage 

and payment provisions of the Affordable Care 
Act, have significantly influenced the trends in 
health care spending and enrollment in the Unit
ed States. Over the next decade, however, the 
outlook for health spending and insurance cov
erage is expected to be primarily driven by long-
observed demographic and economic factors 
fundamental to the health sector. While the 
national health spending growth rate is pro
jected to average 5.5 percent per year for 
2018–27 (exhibit 1), annual growth is expected 
to generally accelerate over much of the projec
tion period. Medicare spending growth is ex
pected to accelerate and be the fastest among 
the major payers, reflecting not only the contin
ued enrollment shift of the baby-boom genera
tion into the program but also the growth rate for 
use and intensity, which is projected to gradually 
increase toward the rates observed during Med
icare’s long-term history. Growth in health care 
prices, reflecting both economywide and relative 
personal health care price inflation, is also ex
pected to rebound somewhat toward rates more 
consistent with the period before the Great 
Recession and to return to a state in which per
sonal health care price growth exceeds that of 
economywide price inflation. Finally, recent and 
anticipated faster growth in disposable personal 
income is expected to lead to an increased 
demand for services, albeit with a lag, and put 
upward pressure on the pattern of private health 
insurance and out-of-pocket spending growth 
over the projection period. ▪ 
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By Charlene A. Wong, Eric Ellsworth, Farrah Madanay, Dave Chandrasekaran, Megan Moore, Daniel Polsky, 
and Peter A. Ubel	 

The Roles Of Assisters And 
Automated Decision Support 
Tools In Consumers’ Marketplace 
Choices: Room For Improvement 

ABSTRACT Assisters provide in-person and phone-based support to help 
consumers narrow their plan options on the Affordable Care Act’s health 
insurance Marketplaces. We elicited the perspectives of a national sample 
of thirty-two assisters from ten states on consumer plan selection and 
available Marketplace decision support tools (for example, total cost 
estimators and provider network look-up tools). Assisters identified 
several shortcomings that limited their use of decision support tools, 
such as nonspecific cost estimates and inaccurate provider network data. 
Assisters instead provided individualized cost estimates, called provider 
offices to verify network coverage, and found innovative strategies to help 
consumers access care affordably under their chosen plan. Two priorities 
emerged for optimizing consumers’ Marketplace insurance selection 
process: improve the quality of data used in decision support tools and 
invest in assister programs. Assister strategies should be a benchmark for 
improving decision support tools, with lessons to be learned for future 
tool development. 

O
ver twelve million Americans en
rolled in health insurance plans 
through the Affordable Care Act 
(ACA) health insurance Market
places in the 2016–17 open enroll

ment period.1 Marketplaces have allowed many 
previously uninsured consumers to shop for cov
erage. However, confusion about health insur
ance and complicated trade-offs impede consum
ers’ ability to make fully informed health plan 
choices.2–9 

Recognizing the challenges consumers face in 
selecting health insurance plans, the ACA re
quired all Marketplaces to provide consumers 
with access to navigators—specially trained peo
ple at community-based organizations who pro
vide in-person enrollment assistance. Funded by 
state and federal grants, navigators are tasked 
with five responsibilities: conduct public educa
tion and outreach on Marketplace insurance, 

provide impartial information to consumers 
about health insurance, facilitate enrollment 
in qualified health plans, provide referrals to 
consumer assistance programs, and inform con
sumers in a manner that is culturally and linguis
tically appropriate.10 

The Department of Health and Human 
Services additionally authorized the roles of 
in-person assisters and certified application 
counselors, who perform many of the same func
tions as navigators and are often affiliated with 
federally qualified health centers or other com
munity-based organizations.11 The administra
tion of President Donald Trump has cut funding 
for navigators in federally facilitated Market
places by more than 80 percent.12,13 In this study 
we refer to navigators, in-person assisters, and 
certified application counselors collectively as 
“assisters.” Over five thousand Marketplace as
sister programs provided outreach and enroll-
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ment aid to consumers in the third open enroll
ment period, between late 2015 and early 2016.14 

Insurance brokers, whose perspectives are not 
captured in this study, are another resource for 
Marketplace consumers. 
In addition to assisters, Marketplaces provide 

online automated decision support tools to help 
consumers narrow their plan options.5,15–17 These 
tools include total cost estimators and search 
tools for providers and prescription drug formu
laries. Real-world shopping experience with 
these tools has been relatively unexplored. As-
sisters have expertise in both helping consumers 
consider their health plan choices and interact
ing with Marketplace decision support tools. In 
this study we elicited the perspectives of a na
tional sample of experienced assisters on con
sumer plan selection and automated decision 
support tools to identify priority areas for im
proving the Marketplace insurance selection 
process. 

Study Data And Methods 
Study Design During the period May– 
October 2017 we conducted semistructured in-
depth interviews and focus groups with Market
place assisters from ten states.We explored their 
perspectives on consumer health plan selection 
and the decision support tools provided on the 
Marketplaces. 
Study Population We interviewed at least 

two assisters from Colorado, Florida, Idaho, 
Maryland, Minnesota, Pennsylvania, Texas, Vir
ginia, Washington, and Wisconsin. To represent 
the different experiences of Marketplace con-

sumers, we selected states that varied by multiple 
factors: expansion of eligibility for Medicaid 
under the ACA, Marketplace type (federally 
facilitated or state based), carrier participation, 
Marketplace enrollment, and rural population 
(exhibit 1). We selected assisters from five states 
that used the federally facilitated Marketplace, 
HealthCare.gov (FL, PA, TX, VA, WI), and from 
five states with their own Marketplace platform 
(CO, ID, MD, MN,WA). Each assister had at least 
two years of assister work experience. 
We recruited participants through direct out

reach to statewide or regional enrollment assis
tance organizations. The organizations provided 
contact information for assisters who met our 
inclusion criteria, and outreach was conducted 
via email. All participants were compensated 
with $30 gift cards for their time. 
Interviews And Focus Groups We invited 

assisters to participate alone or in groups of 
two to four in interviews and focus groups via 
telephone or in person that lasted sixty to ninety 
minutes. Twenty-eight assisters were contacted 
via telephone, and four were contacted in per
son. Interviews and focus groups were led by 
authors with formal qualitative research training 
or extensive focus-group and interview experi
ence (Charlene Wong, Eric Ellsworth, or Dave 
Chandrasekaran). 
The interview guide (see online appendix ex

hibit A1)18 was developed to explore assisters’ 
perspectives on consumers’ considerations in 
enrollment decisions and on available decision 
support tools. The interview questions were 
developed based on author expertise and prior 
literature on consumers’ considerations in plan 

Exhibit 1 

Characteristics of states selected to participate in the study of health insurance Marketplace assisters 

State 
Assister 
interviews 

Medicaid 
expansion 

Marketplace 
type 

Insurance issuers 
in the Marketplace 
in 2017 

Total 
Marketplace 
enrollmenta 

Rural 
population 
(%)b 

Colorado 3 Yes State 7 123,746 <25 

Florida 3 No Federal 5 1,437,968 <25 

Idaho 3 No State 5 84,569 50–74 

Maryland 4 Yes State 3 134,432 <25 

Minnesota 2 Yes State 4 90,146 25–49 

Pennsylvania 2 Yes Federal 5 363,710 <25 

Texas 6 No Federal 10 963,171 <25 

Virginia 4 No Federal 8 364,614 <25 

Washington 2 Yes State 6 184,070 <25 

Wisconsin 3 No Federal 15 216,355 25–49 

SOURCE Authors’ analysis of data from the Henry J. Kaiser Family Foundation and interviews and focus groups with assisters. NOTES 
“Medicaid expansion” states are those that expanded eligibility for Medicaid under the Affordable Care Act. “State” means state based. 
“Federal” means federally facilitated. aPeople who had an active Marketplace policy in February 2017 and had paid their premium as of 
March 2017. bShare of people ages 0–64 in 2015. 
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selection and on decision support tools available 
on the various Marketplaces.5,15–17,19 Assisters 
were asked about consumer decision support 
tools known to be prominent on Marketplace 
websites, such as out-of-pocket cost estimators 
(tools that estimate total yearly out-of-pocket 
expenses, available on HealthCare.gov and 
several state-based Marketplaces), provider 
network and prescription drug formulary search 
tools, and health insurance literacy tools.5,15–17,19 

The guide was pilot-tested with assisters, and 
minor edits were made for clarity. 

Data Analysis After obtaining informed 
consent, we audiorecorded and transcribed 
interviews. Interview data were analyzed using 
an inductive thematic analysis approach.20 Five 
authors (Wong, Ellsworth, Chandrasekaran, 
Farrah Madanay, and Megan Moore) indepen-
dently examined transcripts to identify and 
categorize themes. Two team members who 
did not primarily lead interviews or focus groups 
(Madanay and Moore) independently coded all 
of the interview transcripts. The codebook was 
modified to accommodate newly emerging and 
unanticipated themes, consolidate themes, and 
revise code definitions.We identified key themes 
and subthemes according to their frequency in 
the transcripts and relevance to our study. The 
coding scheme was refined through an iterative 
process, and coding disagreements were re-
solved by consensus. Content from interview 
transcripts was sorted into different content 
sheets by the themes and subthemes identified 
using Google Sheets. We also calculated summa-
ry statistics of assisters’ perceived rankings of 
consumers’ top three priorities when selecting 
a plan, in response to the questions: “What fac-
tors do consumers consider when making a de-
cision? Among them, what tends to be the most 
important? Second most important? Third?” 
The study was approved by the Duke Universi-

ty Institutional Review Board. 
Limitations Our study had several limita-

tions. First, although it consisted of experienced 
assisters from diverse Marketplace settings, this 
purposive sample could not speak to the 
experiences of all assisters in their respective 
contexts, such as state-based Marketplaces with 
different choice environments and tools.15,16 

Second, assisters engage with a self-selected 
group of consumers who seek assistance. In 2016 
fewer than half of Marketplace consumers re-
ceived help from assisters when enrolling in 
health insurance plans on the Marketplac-
es.13,14,21 Thus, the challenges these consumers 
faced might not be representative of the chal-
lenges that a typical shopper encounters. 
Third, consumer behavior and the presenta-

tion of information differ between online and

in-person interactions. 
Finally, consumers shopping for health insur-

ance may interact with other professionals (such 
as insurance brokers), whose roles are distinct 
from those of assisters. 

Study Results 
Study Population Of the eighty-two assisters 
contacted, thirty-two were interviewed before we 
reached thematic saturation. Main reasons for 
nonparticipation were scheduling difficulties 
and not participating before the study reached 
thematic saturation; five contacted assisters 
declined to participate. Interviewees had worked 
an average of 3.6 open enrollment periods as an 
assister, and twenty-three (72 percent) were 
female. Twenty-one (66 percent) had experience 
helping immigrant consumers. Twenty-five 
(78 percent) served urban consumer popula-
tions, and seven (22 percent) served mixed 
urban and rural populations. A few assisters 
worked in communities near a state border 
(four, or 13 percent) or in areas with two or fewer 
carrier options (seven, or 22 percent). 
Consumer Challenges In Plan Selection 

And Strategies To Address Them Assisters 
observed key challenges that consumers face 
in health plan selection, which they addressed 
by drawing on in-depth expertise of health insur-
ance concepts, coverage, and local factors affect-
ing access to health care (exhibit 2). 
▸ HELPING CONSUMERS WEIGH COSTS AND 

BENEFITS: Of the thirty-two assisters who were 
asked what they perceived to be the most impor-
tant factors that consumers consider when 
selecting a health plan, twenty-nine (91 percent) 
said that consumers narrowly focused on premi-
ums, causing assisters to feel obligated to high-
light other important financial and nonfinancial 
considerations. Assisters elicited consumers’ 
needs and preferences to emphasize relevant 
cost sharing, provider network, and prescription 
coverage benefits for each client. Some assisters 
mentioned that they worried when consumers 
with chronic conditions or young children were 
attracted to plans with low premiums but high 
deductibles, or when consumers mentioned 
medication nonadherence because of costs. 
Beyond premiums, assisters observed that 

some consumers, such as those with chronic 
conditions, paid attention to provider networks 
and drug formularies. Assisters helped such 
consumers discern whether their providers were 
in or out of network and determine the network’s 
impact on out-of-pocket spending. From these 
discussions, assisters reported that some 
consumers were willing to pay $100–150 more 
per month in premiums to keep their preferred 
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Exhibit 2 

Assisters’ observations of challenges faced by consumers in selecting Marketplace health plans and strategies to address them, by areas of assister 
support 

Challenge Strategy 

Assisters helped consumers weigh health plan costs and benefits 

Narrow focus on premium: “I find that a large majority of consumers tend to 
select an insurance plan so that they can nearly eliminate the cost of 
their monthly premiums or reduce them so significantly that it doesn’t 
affect their monthly budget.” 

Elicit relevant needs and preferences: “We try to walk through their costs in 
the previous year, then the situation they’re in now for the next year, 
including worst-case scenario and the financial consequences.” 

Assisters helped consumers who were unable or unwilling to afford health plan options 

Too expensive: “I’ve sadly had a few consumers walk out and say, ‘This is 
just too expensive… I’ll just pay the fine and go to Walmart and get the 
$4 prescriptions.’” 

Verify costs of coverage and penalty, help clients calculate insurance 
versus penalty costs relative to their income. 

Educate about alternative local health care options for uninsured clients: 
Considering less expensive international care options: “[Consumers say], ‘I’ll 

just pay the fine because I’ll go back to my country and get health care. I’ll 
still spend less than what an insurance plan costs.’” 

“Our local hospital, which was not doing any discounting for uninsured 
patients, is now writing off anything for anyone [with an income of] up to 
300% of [the] federal poverty level.” 

Assisters helped consumers who lacked sufficient health insurance literacy 

Poor baseline understanding of insurance concepts: “People don’t 
understand deductibles, coinsurance, max[imum] out-of-pocket 
[spending], and health savings account. And I don’t blame them—I think if 
I wasn’t in this line of work, I would be as lost as they are.” 

Unrealistic expectations: “I have 2–3 consumers a week that come with an 
expectation that coverage should be free. ‘Isn’t this Obamacare? Isn’t it
free?’” 

Use metaphors to explain terms: “I explain [provider network] to them as la 
red [Spanish for ‘cable network’]. They get that because they understand 
and use their cable network.” 

Clarify discount program terms: “I use the analogy of getting a tax credit if 
you put new windows in your house to explain advanced premium tax 
credit.”  

SOURCE Authors’ analysis of data from interviews and focus groups with assisters. NOTE The quotes are from interviews. 

provider in network. Most assisters helped con
sumers identify in-network provider options, 
sometimes considering travel time to providers 
and in-network hospital systems. Some assisters 
stressed hospital system inclusion for consum
ers in rural areas or near a state border. One 
assister said: “We have an awful lot of people that 
live right on the state line, and [the major health 
system] is right across the line. Consumers have 
lost the ability to cross and go get care.” 
▸ HELPING CONSUMERS UNABLE OR UNWILL

ING TO AFFORD PLAN OPTIONS: All assisters in
terviewed mentioned consumers who chose to 
remain uninsured after shopping on the Market
places. They said that consumers cited inability 
to afford premiums, even with discounts such as 
the Advance Premium Tax Credit and the cost-
sharing reduction subsidy; willingness to pay 
less expensive individual mandate penalties; 
and knowledge of access to affordable health 
care without insurance (for example, interna
tional care). 
Assisters counseled consumers who consid

ered paying the individual mandate penalty. In 
addition to explaining the costs of coverage 
versus the penalty, assisters said that they often 
discussed alternative health care options such as 
drug discount programs with clients who re
mained uninsured. Assisters also leveraged their 
knowledge of local options for discounted or 

charity care, such as federally qualified health 
centers with sliding-scale fees. However, a few 
assisters mentioned that these options have be
come less readily available: Some free or dis
counted clinics now require proof of denials 
from Marketplace applications before granting 
lower-cost care at their sites. 
▸ HELPING CONSUMERS LACKING SUFFICIENT 

INSURANCE LITERACY: Assisters described 
widespread deficiencies in baseline health insur
ance literacy, varying from not understanding 
terminology (for example, deductible and coin
surance) to having difficulty with complex con
cepts (such as out-of-pocket maximum versus 
deductible and Advance Premium Tax Credit). 
Although HealthCare.gov and many state-based 
Marketplaces offer educational online defini
tions, most assisters believed that these defini
tions were too complicated for consumers to 
understand, particularly for consumers with 
low overall literacy or immigrants with limited 
English proficiency. 
To overcome critical limitations in consumers’ 

health insurance literacy, assisters in our study 
used several strategies. Some cited success using 
metaphors to explain health insurance concepts, 
such as comparing health insurance network 
options to cable TV network options and 
Advance Premium Tax Credits to tax credits 
for putting energy-efficient windows on a home. 
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Assisters also mentioned creating their own 
cheat sheets to guide consumers, using printed-
out visual displays from their Marketplace to 
teach consumers and employing materials from 
other organizations, such as the Henry J. Kaiser 
Family Foundation. 
Assisters commented that some consumers— 

particularly those returning from a previous year 
to reenroll—became “a little more savvy” with 
each enrollment period. Returning consumers 
had “more specific, more detailed” questions 
and “took advantage of calling [assisters] ahead 
of time” because they were familiar with the help 
assisters could provide. A few assisters observed 
that return consumers looked for alternative 
coverage to address issues with prior plans, such 
as preferred specialists being out of network or 
having unexpectedly high out-of-pocket ex
penses. Assisters noted that it was easier in these 
cases to convince consumers to “pay more 
monthly to get more coverage.” 

Decision Support Tool Shortcomings And 
Strategies To Mitigate Them Assisters identi
fied several shortcomings in common Market
place consumer decision support tools (for 
example, out-of-pocket cost estimators and pro
vider and drug look-up tools) (exhibit 3). Assis
ters used various strategies to provide more con
crete and comprehensive information to help 
consumers better understand their care access 

and cost options. 
▸ OUT-OF-POCKET COST ESTIMATES CAN BE 

NONSPECIFIC AND CONFUSING: For assisters 
who encountered an out-of-pocket cost estima
tor on their Marketplace website, many said that 
they made limited or no use of this tool. Assisters 
felt that the estimates lacked specificity to each 
consumer, and some assisters had concerns 
about the accuracy or utility of the cost data used 
in these tools. For example, assisters perceived 
the health care utilization category options used 
in calculating the estimate (for example, low, 
medium, or high) as too broad and difficult to 
relate to health care use for individual consum
ers (for an image shown to assisters from 
HealthCare.gov, see appendix exhibit A2).18 

Assisters worried that the Marketplaces inad
equately explained what the estimates represent, 
resulting in confusion among consumers and 
sometimes even among assisters. A few assisters 
cited instances where consumers conflated the 
total cost estimate with an out-of-pocket maxi
mum or thought that the estimate equated to the 
exact amount of yearly expenses, returning to 
assister offices frustrated when bills surpassed 
the estimate. An additional source of confusion 
for consumers who tried to approximate and 
understand their out-of-pocket spending was a 
lack of clarity on preventive versus nonpreven
tive services. One assister said: “There needs to 

Exhibit 3 

Assisters’ observations of Marketplace decision support tool shortcomings and strategies to mitigate them, by type of tool 

Shortcoming Strategy 

Out-of-pocket cost estimatora 

Nonspecific data: “[The estimator] is a good general tool, but it doesn’t 
account for the specific medications, physicians, and surgeries that 
person is having.” 

Provide personalized calculations, using specific consumer-anticipated 
needs (such as current medications and provider visits). 

Confusion over what estimate represents: “I think a lot of my clients think, 
‘This is all I’m going to pay all year.’ They see it as a maximum out-of-
pocket number.” 

Estimate costs in a good or a bad year: “I do a ‘ what-if’: I provide costs from 
(1) based on a good year to (2) based on a bad year—this is what you’re 
looking at.” 

Provider network look-up toolb 

Inaccurate data: “Provider networks change periodically…the information 
in the HealthCare.gov listing may not be accurate anymore.” 

Lack of important provider information, such as network tier assignment, 
provider languages spoken, and provider sex: “You need to tell people the 
tiers. It is not just the network. If a hospital is tier 2, that’s huge.” 

Verify network participation by calling provider offices: “I call the doctor’s 
office to ensure they are accepting a particular plan. I ask for somebody 
in insurance or billing, rather than the first person who answers the 
phone.” 

Use insurer website and call center: “We go to the company’s website or 
even call the health insurance company to double-check.” 

Drug formulary look-up toolc 

Inaccurate data: “The drug formularies are not up to date all the time. That’s 
the most frustrating thing that we see.” 

Lack of tier information: “You need to tell people the drug tiers. When drugs 
jump tiers, the cost jumps.” 

Verify formulary on insurance website: “I never enroll someone without 
going to the network site and looking the formulary up.” 

Search for affordable drug alternatives, calling pharmacies to verify prices 
or discuss less expensive alternatives and searching drug coupon 
websites (such as NeedyMeds or GoodRx). 

SOURCE Authors’ analysis of data from interviews and focus groups with assisters. NOTE The quotes are from interviews. aDisplays yearly estimate including premium and 
cost sharing from deductible, coinsurance, and copayments. bAllows consumers to look up providers to determine whether they are in the health plan provider network. 
cAllows consumers to look up drugs by name to determine whether they are covered in the health plan’s formulary.  
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be more language and transparency about pre
ventive services…. If not, [consumers] go to the 
doctor but end up getting a bill because what they 
thought is preventive is now not preventive.” 
Assisters employed various strategies to help 

consumers understand their potential total 
out-of-pocket spending. Many assisters helped 
consumers calculate more individualized esti
mates for anticipated health care needs (for ex
ample, specific medications or provider visits). 
Several assisters stated that they focused more 
on the plan’s out-of-pocket maximum by giving 
an annual estimate for a “bad-year” spending 
scenario, such as for consumers expecting a baby 
or scheduling a major surgery. Others presented 
consumers with a range of expenses in a “bad 
year” versus a “good year.” 
▸ PROVIDER AND DRUG LOOK-UP TOOLS LACK 

ACCURATE AND COMPLETE INFORMATION: 
Assisters stated that provider look-up tools were 
a good starting point for researching in-network 
providers but that provider network data were 
often erroneous during standard open enroll
ment periods and even more so during special 
enrollment periods. Marketplace provider 
search tools also lacked data that assisters 
observed were important to consumers, such 
as tier information for provider networks. Assis
ters emphasized that a provider’s being tier 2 
versus tier 1 could mean substantial increases 
in cost sharing for consumers. Provider look
up tools also often lacked physician attributes 
important to consumers, such as languages spo
ken or clinician sex. Urgent care information 
(that is, whether clinics or the providers working 
there were considered in network) was typically 
unavailable in provider look-up tools. Search 
functions were also difficult to use because some 
required the use of full provider names versus 
provider group or hospital name. These varia
tions forced assisters to resort to trial and error 
to use the search tools. 
Assisters also detected data inadequacies in 

drug formulary look-up tools, such as discrep
ancies between the Marketplace site and the 
insurance carrier’s online formulary. Some 
assisters felt that formulary inaccuracies were 
less common than provider network inaccura
cies. Medication copayment tiers, which assis
ters noted can have large out-of-pocket financial 
implications, were often missing completely or 
were found only by accessing a separate health 
plan formulary document. 
To obtain complete and accurate information, 

assisters resorted to a number of strategies. 
Beyond using the insurer’s website or call center, 
assisters verified network or formulary data by 
calling provider offices, billing departments, or 
pharmacies on behalf of their consumers. Some 

Even with improved 
tools, it might not be 
feasible for many 
consumers to make 
informed health plan 
choices without in-
person assistance. 

assisters helped consumers consider costs if 
medications were switched to generics or to 
covered brand-name alternatives, including 
discussing medication substitutes and costs with 
a pharmacist. Additionally, assisters searched 
for more affordable options, including drug 
coupon websites such as GoodRx.com and 
NeedyMeds.org, drug discount or copay cards, 
or other prescription assistance programs spon
sored by nonprofits or pharmaceutical manufac
turers. 
Assisters also reported the challenge of iden

tifying year-to-year changes in plan benefits, 
such as medications covered or providers 
dropped or added. Some assister organizations 
invited plan representatives to present changes 
in their plan’s coverage in advance of each open 
enrollment period, which assisters could then 
highlight for consumers—especially returning 
Marketplace shoppers. 

Discussion 
Assisters play a critical role in addressing the 
challenges consumers face in selecting health 
plans in the health insurance Marketplaces 
and in mitigating the shortcomings of decision 
support tools (out-of-pocket cost estimators as 
well as provider network and drug formulary 
look-up tools). These shortcomings included 
unclear presentation and explanation of cost es
timates as well as inaccurate and incomplete 
provider network and drug formulary data. As-
sisters address key consumer challenges, includ
ing working with consumers to consider costs 
and benefits of plans beyond premiums, provid
ing more individualized cost estimates, identify
ing affordable health care alternatives, and edu
cating consumers on critical health insurance 
concepts. Based on assister insights, two priori
ties emerged for optimizing the Marketplace 
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Identifying strategies 
to improve the quality
of data used by the 
Marketplace decision 
support tools is 
essential. 

insurance selection process for consumers: 
improve the quality of data used by Marketplace 
decision support tools and invest in assister pro-
grams. Furthermore, assisters’ expertise should 
be employed to overcome shortcomings in the 
decision support tools. 
While out-of-pocket cost estimators help over-

come the narrow focus on premiums,3,5,22,23 as-
sisters described discussions with consumers 
about expected health care use to generate more 
personalized and relatable cost estimates. The 
ability of assisters to calculate individualized 
estimates as well as their expertise in plan costs 
and generosity may have substituted for their 
need to use the total cost estimators. However, 
any specific cost point estimates, generated 
either by out-of-pocket cost estimators or by 
assisters, will fail to account for the intrinsic 
year-to-year variability of medical expenses. 
The estimates may paint an incomplete picture 
for consumers, either under- or overestimating 
expenses—for example, by not accounting for an 
unexpected, costly hospitalization.17,24 These 
findings suggest the need to develop additional 
mechanisms to calculate and explain out-of-
pocket estimates that incorporate the assisters’ 
strategies for explaining costs for care, such as 
expenses in a good versus a bad year. In addition, 
educational outreach to assisters and consumers 
is needed regarding what cost estimates repre-
sent and how they reflect differences in plan 
design, especially as more Marketplaces use 
out-of-pocket cost estimators in their plan shop-
ping environments.15 

Decision support tools can also be improved by 
addressing inaccurate and incomplete data in 
provider look-up and drug formulary search 
tools. Inaccurate provider network data have 
been documented in other insurance markets, 
and these inaccuracies may be due to outdated, 
inaccurately entered, poorly identified, or incor-
rectly transferred data.25 The Department of 
Health and Human Services has attempted to 

address the inaccuracies by requiring health 
insurers on HealthCare.gov to publish current, 
accurate, and complete provider directories and 
drug formulary lists at least monthly via ma-
chine-readable files.26,27 The lack of tier informa-
tion in both provider network and drug formu-
lary look-up tools is also a substantial limitation 
because tiers can affect provider choice, medica-
tion use, and cost sharing.28,29 In some cases, 
assisters found it faster to bypass the Market-
place tools, opting instead to directly use insurer 
websites or call insurers, providers, or phar-
macies. 
Even with improved tools, it might not be fea-

sible for many consumers to make informed 
health plan choices without in-person assis-
tance. In addition to guiding consumers in plan 
selection, assisters helped consumers access 
alternative lower-cost health care options, such 
as local discount programs and less expensive 
international care,5,30,31 and provided aid when 
consumers faced problems after using their cov-
erage. Our findings resonate with sentiments 
expressed by assister program directors in na-
tional surveys administered after the first three 
open enrollment periods.14,32,33 Together, these 
results suggest that assisters provide an invalu-
able service that cannot be replaced by current 
Marketplace automated decision support tools. 
Despite the multiple services provided by as-

sisters, federal funding for these programs has 
been dramatically reduced—by 80 percent by 
2018.12,34 Funding reductions varied widely 
across individual navigator programs, with an 
unclear rationale for funding decisions. Naviga-
tor programs that experienced funding cuts have 
had to reduce staff and the geographic area 
served—including rural communities, which as-
sisters in our study indicated were areas with 
more complex access considerations for con-
sumers. Assister programs help drive enroll-
ment,35 though comprehensive estimates of the 
numbers of consumers engaged in recent enroll-
ment periods and evaluations of assisters’ 
impact on specific consumer choices are not 
available.12 In 2017 assisters met or exceeded 
performance metrics for one-on-one consumer 
interaction, assistance to consumers eligible for 
Medicaid or the Children’s Health Insurance 
Program, and outreach and public education.12 

More recently, federal legislation has been intro-
duced to restore funding to navigator pro-
grams.36 States also have the opportunity to fund 
assister programs, as illustrated in the states that 
operate their own state-based Marketplaces. 
Other strategies to support consumers could in-
clude phone-based assistance for greater scale at 
lower cost, more robust decision aids, and sim-
plified or standardized insurance design.37 
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Conclusion 
Assisters elicit and synthesize consumers’ per
sonal health insurance plan needs and prefer
ences in a way that emphasizes both plan design 
and access to health care services. It is difficult to 
imagine how optimized Marketplace automated 
decision support tools could provide the same 
individualized support that assisters offer, par
ticularly for consumers with very limited health 
literacy. 
While insurance brokers also help consumers 

enroll in Marketplace health plans, the commis
sion structure may provide brokers with incen
tives to preferentially show plans from compa
nies from which they receive payment. Brokers 
are not required to display all available qualified 
health plans, serve all people asking for assis
tance, or assist consumers with Medicaid enroll
ment.38 Future research should explore brokers’ 
perspectives, the tools they use, and their 

consumer support process in relation to those 
of assisters. 
It is clear that many consumers need support 

to understand their health plan choices. Such 
support augments the benefit of Marketplace 
insurance coverage for individuals and society. 
However, resourcing enough assisters or bro
kers to offer services to all Marketplace consum
ers would be financially costly and is politically 
controversial in the current partisan debate sur
rounding the Affordable Care Act more broadly. 
Therefore, identifying strategies to improve the 
quality of data used by the Marketplace decision 
support tools is essential. The work of assisters 
should be considered the benchmark upon 
which to base improvements to Marketplace de
cision support tools, and their expertise should 
be leveraged in developing the next generation 
of Marketplace tools to simplify the complexity 
of choosing and using health insurance. ▪ 
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