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Cover Image 
This report provides data and analysis on Covered California’s efforts to improve the performance of 
California’s health care system and to ensure that its members receive affordable, high-quality care. 
The people featured on the cover are individuals who have benefited from these efforts. Their stories — 
and those of others told here: https://www.coveredca.com/real-stories/ — go beyond the data to provide 
personal perspectives on what Covered California has achieved over the past five years. 

This document is in the public domain and may be copied or reproduced without permission. 
Suggested citation: Covered California. (2019). Covered California Holding Health Plans Accountable 
for Quality and Delivery System Reform. 

https://www.coveredca.com/real-stories/


 

 

 

               
              

            
              

              
               

         

              
                

              
           

         

          
                

                
           

     

            
           

           
           

               
            

   

               
             

          
     

   
  

  

Foreword 

The Affordable Care Act opened the door to quality care for millions of Americans who had previously 
been shut out of our health care system. A companion to this report, “Covered California’s First Five 
Years: Improving Access, Affordability and Accountability”, provides an overview of how California — 
the state government, Covered California, and other stakeholders — are working together to use the 
tools provided by the Affordable Care Act to lower costs for consumers and provide meaningful choice 
and coverage that truly meets consumers’ needs. The state is now building on and going beyond the 
Affordable Care Act on the path toward universal coverage. 

This report details how for more than five years, Covered California has held itself accountable as a 
public entity charged with assuring consumers get the right care at the right time, while we hold the 11 
health insurance companies we have chosen to contract with accountable for making sure that 
consumers receive high-quality care and that both insurers and providers are implementing the delivery 
system reforms needed to improve care for all Californians. 

For Covered California, accountability means making sure health plans are meeting consumers’ needs 
today and seeing that they are taking concerted and deliberate action to improve how health care is 
paid for, organized and delivered in California. The goal of this accountability is to have a health care 
system that truly addresses the triple aim of improving health, delivering better-quality care and 
lowering costs. 

This report focuses on how contracted health insurers are held accountable for assuring quality care 
and for promoting delivery system reform. Chapter 1 describes the framework that now guides this 
work. Chapters 2 through 6 describe how Covered California holds insurers accountable for assuring 
quality care, including not only the specific measures used to track performance, but also the progress 
that has been made overall and by individual insurers on these measures. Chapters 8 through 11 then 
summarize the approaches to holding each health insurer accountable for advancing health care 
delivery reform. 

We share this report not because we believe our work is done, but rather because it is just beginning. 
Improving health care quality and lowering underlying health costs is long-term pursuit. That pursuit is 
central to Covered California’s mission, and this report identifies progress made and areas of needed 
attention as we move forward. 

Peter V. Lee 
Executive Director 

https://hbex.coveredca.com/data-research/library/CoveredCA_First_Five_Years_Dec2019.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_First_Five_Years_Dec2019.pdf
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
CHAPTER 1 

Chapter 1: Covered California’s Framework for Assuring Quality Care and 
Promoting Delivery System Reform 
Covered California’s current contract requirements with qualified health plan (QHP) issuers (also 
referred to as “health insurance companies”, “insurers” or “health plans” in this report)1 are laid out in 
Attachment 7: Quality, Network Management, Delivery System Standards and Improvement Strategy of 
the QHP issuer contract. The contract is designed to hold insurers accountable for ensuring that people 
get the right care at the right time and that care is individualized for their specific needs, while seeking 
to improve how care is delivered and promoting care that is increasingly high-quality, equitable and 
cost-effective.2 

The current Attachment 7 is composed of nine articles; each article has a distinct focus, including 
ensuring networks are based on value and reducing health disparities. In addition, multiple articles have 
elements related to quality improvement, network management and delivery system reform 
requirements. Attachment 7 includes a number of initiatives that require concerted, multi-year efforts of 
health insurance companies across the California delivery system. Insurers report annually and as part 
of quarterly review meetings with Covered California on their Attachment 7 performance. Covered 
California staff review and assess the information submitted for both contract compliance purposes and 
to assess the success of the Attachment 7 initiatives in achieving the priority outcomes of quality care 
and effectively delivering that care. 

Covered California is working to update its health insurance company contract terms for the 2022-2024 
plan years and is seeking to refresh its requirements for the future that continue to address the “Triple 
Aim” of lowering costs, improving quality and improving health outcomes, with a focus on reducing 
health disparities. This update will include a revised framework for Attachment 7 that is organized and 
composed of two main strategies: Assuring Quality Care and Effective Care Delivery. This report 
describes the progress Covered California contracted health insurance companies have made between 
2014 and 20193 in implementing the requirements within the current Attachment 7 organized by the 
revised framework described in Figure 1. Covered California’s Framework for Holding Plans 
Accountable for Quality Care and Delivery Reform Framework. 

Assuring Quality Care 

Covered California is committed to ensuring that care is individualized and equitable for not only those 
people currently needing or receiving treatment, but for those who are working to stay healthy. The 

1 The term “health insurance companies” or “insurers” refers to the organizations providing health coverage and “health plan” refers to the 
health coverage products they provide, such as an HMO plan vs. a PPO plan. 

2 Beginning with the inaugural 2014 plan year and updated in 2017, Covered California set forth standards and strategies for quality 
improvement and delivery system reform in its QHP issuer contract, specifically in the section of the contract titled “Attachment 7: Quality, 
Network Management, Delivery System Standards and Improvement Strategy”. See more: https://hbex.coveredca.com/insurance-
companies/PDFs/Attachment-7_2020_Clean_Final-Model.pdf. 

3 This report does not include data for plan year or measurement year 2014; rather it describes the progress Covered California contracted 
health insurance companies have made since 2014 on Attachment 7 requirements with the first year of data representing plan year or 
measurement year 2015 for most requirements. 

COVERED CALIFORNIA 1 

https://hbex.coveredca.com/insurance-companies/PDFs/Attachment-7_2020_Clean_Final-Model.pdf
https://hbex.coveredca.com/insurance-companies/PDFs/Attachment-7_2020_Clean_Final-Model.pdf


            
 

     

      
  

 
 

         
            

         
                

              
              

             
             

       

              
       

          
           

          
          

          
               

   

                                                 
 
                    

                
      

                        
      

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
CHAPTER 1 

Figure 1. Covered California’s Framework for Holding Plans Accountable for Quality Care and Delivery 
Reform Framework 

concept of individualized, equitable care4 means regardless of one’s circumstances, race, gender, 
where one lives or other socioeconomic factors — and for some decisions where more than one 
evidence-based treatment is available, based on one’s values and preferences — every individual 
deserves the best possible care that is personalized for them and delivered in the right setting at the 
right time, does not cause harm and is the most cost-effective possible. These goals are consistent with 
the six domains of health care quality identified by the Institute of Medicine:5 safe, timely, effective, 
efficient, equitable and patient-centered (STEEEP). In addition to assuring quality care for those 
insured through the marketplace, Covered California will continue its efforts to identify and reduce racial 
and ethnic health disparities for the entire population. 

What follows are the organizing domains for assuring quality care beyond the cross-cutting concept that 
all care should be individualized and equitable: 

• Health promotion and prevention: Everyone is encouraged to receive preventive care 
services and health screenings and use support tools that promote a healthy lifestyle. This 
includes everything from regular checkups to smoking cessation and dietary programs. 

• Mental health and substance use disorder treatment: Identifying, engaging and supporting 
through treatment people with mental health conditions and substance use disorders and 
ensuring that they are provided with timely and effective care that is integrated with their other 
health care needs. 

4 In the current contract, Covered California focused health equity efforts on reduction of health disparities. While inclusive of health 
disparities reduction, the revised framework of Individualized, Equitable Care is intended to capture the broad goal of care that is 
individualized to address an individual’s health needs. 

5 Committee on Quality Health Care in America, Institute of Medicine. (2001). Crossing the quality chasm: a new health system for the 21st 
century. Washington, D.C.: National Academy Press. 

COVERED CALIFORNIA 2 



            
 

     

            
                

            
            

        
         

          
             

               
            

 

             
        

          
      

      

 

   

            
          

               
             

 

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
CHAPTER 1 

• Acute, chronic and other conditions: Actively managing care for people with acute 
conditions, which are defined as illnesses or diseases that are short term and last typically a few 
days to weeks, such as an infection or an injury; chronic conditions, which typically develop 
slowly over time and last months to years, such as diabetes, most cancers, cardiovascular 
disease, and infectious diseases like Human Immunodeficiency Virus (HIV); and other 
conditions that are temporary, such as pregnancy or gestational diabetes. 

• Complex care: Effectively managing very complex conditions for individuals that require a 
multitude of specialty, high-cost treatments — such as cancer or transplants — or require end of 
life care. These are individuals who need to be managed effectively or seen in very specialized 
settings by providers who know how to manage their condition well and can provide coordinated 
interventions. 

The concept of individualized, equitable care as it applies to the specific care domains is illustrated in 
Figure 2. Covered California’s Domains for Assuring Contracted Health Plans Deliver Quality Care, 
recognizing that some members with mental health, substance use disorders or multiple chronic 
conditions need care in multiple domains. 

Figure 2. Covered California’s Domains for Assuring Contracted Health Plans Deliver Quality Care 

Effective Care Delivery 

In addition to addressing various populations and the care they receive, Covered California also 
focuses on effective care delivery strategies and its contractual requirements promote improving the 
way care is delivered for our enrollees and all Californians, whether it is provided by a primary care 
physician, hospital, clinic or other provider. What follows are the organizing strategies for effective care 
delivery: 

COVERED CALIFORNIA 3 



            
 

     

               
           

           
            

  
          

            
            

      
            

           
          

            

            
           
            

          
             

     
          

           
                

           
             

           
        

        

               
            

               
             

               

            
               

               
              

                
            

       

                                                 
 
                     

    

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
CHAPTER 1 

• Effective primary care: The foundation of providing appropriate and equitable care is built on 
team-based, data-driven primary care that is well integrated, coordinated and continuous. While 
many consumers benefit from an ongoing continuous relationship with a single physician, there 
is strong evidence that primary care through well-integrated sites of care or delivery systems are 
more effective. 

• Promotion of integrated delivery systems and accountable care organizations: Effectively 
caring for and managing a person’s health requires an integrated care system that can 
coordinate across providers, sites and time for a variety of conditions while delivering good 
outcomes and quality at an affordable cost. 

• Networks based on value: All clinicians, providers, hospitals and sites of care are selected and 
regularly assessed based on how those individuals or institutions provide care that is safe, 
timely, effective, efficient, equitable, and patient-centered. Ideally, every network is composed of 
integrated systems, effective primary care and designed considering the value it provides. 

Regardless of the organizing strategies — whether focused on primary care, an integrated delivery 
system or the overall network — Covered California aims to ensure the interventions that patients 
receive are both appropriate and delivered through sites and services that meet their needs: 

• Appropriate interventions: The use of clinical interventions, such as prescriptions, 
procedures, diagnostic tests and devices that are rooted in the STEEEP domains and based on 
strong evidence and shared decision-making. 

• Sites and expanded approaches to care delivery: Covered California supports patients in 
getting health interventions and treatments in the most appropriate setting. That means assuring 
quality care is delivered not only in hospitals, whether on an in-patient or outpatient basis, but in 
ambulatory settings such as a doctor’s office, urgent care facilities, retail facilities such as drop-
in clinics, at home, or through telehealth. Expanded approaches to care delivery also include 
who provides care in addition to physicians, such as registered nurses, pharmacists, midwives 
or other non-licensed providers like community health workers. 

Key Drivers of Quality Care and Effective Delivery 

Covered California recognizes that moving health reform forward in an impactful way within a delivery 
system shared among many purchasers and health insurance companies will require aligning with 
other purchasers and working with all relevant payers in a way that reduces the burden on providers. 
When considering the key drivers of quality care and effective delivery, Covered California has looked 
to the National Quality Strategy6 and mirrored many of the same levers initially noted in 2011. 

Many of these levers or drivers are specifically articulated as expectations of health insurers in 
Attachment 7 as ways to assure individuals get the right care. Insurers are working to improve the 
delivery system over time. However, some of the “community drivers” that are identified may be outside 
of the scope of an individual insurer’s responsibility or Covered California’s contract. Nevertheless, it is 
important to recognize these drivers are a part of the context within which health care is delivered and 
the quality of health that consumers experience. Examples of community drivers are detailed after the 
roster of drivers specific to health insurer’s work. Key drivers include: 

Agency for Healthcare Research and Quality. (2011) 2011 Report to Congress: National Strategy for Quality Improvement in Health Care. 
Retrieved from https://www.ahrq.gov/workingforquality/reports/2011-annual-report.html 

COVERED CALIFORNIA 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
CHAPTER 1 

1. Benefit design: Helping consumers make informed decisions by standardizing benefit designs, 
so they are easier to understand and compare, and incentivize access to the right care at the 
right time. Benefit design may include incentives to encourage patients to use particular 
providers or particular sites of care or formulary and other designs to encourage providers to 
select particular interventions as appropriate. 

2. Measurement for improvement, choice and accountability: Providing meaningful and 
actionable performance feedback to providers, insurers and the public to improve care and 
compare treatment results, cost and patient experiences for consumers. 

3. Payment: Rewarding and incentivizing delivery of high-quality, patient-centered care that 
promotes better health, quality improvement and value while also fostering innovation, 
improving efficiency and adopting evidence-based practices. 

4. Patient-centered social needs: Identifying, and, as needed, addressing patient-centered 
support for non-medical services, recognizing that many people may face barriers that prevent 
them from staying healthy and receiving the right care at the right time, such as food insecurity, 
housing insecurity and lack of transportation to their doctor. 

5. Patient and consumer engagement: Increasing support for and the level of participation by 
patients and consumers in managing their health and making their personal health care 
decisions. 

6. Data sharing: Making patient data available and accessible to support clinical care and 
coordination, decrease health care costs, reduce paperwork, improve outcomes and give 
patients more control over their health care. 

7. Data analytics: Inspecting, transforming and modeling data to discover timely and reliable 
information that will aid in a patient or provider’s decision-making processes. 

8. Administrative simplification and provider burden reduction: Implementing system 
changes to maximize the time providers spend with patients and minimize unnecessary 
administrative burden. 

9. Certification, accreditation and regulation: Employing existing regulatory and accreditation 
processes and work with other agencies and departments to ensure approaches meet safety 
and quality standards. For example, California’s Departments of Insurance and Managed Health 
Care enforce the regulatory standards that Covered California relies on for network adequacy. 
The National Committee for Quality Assurance (NCQA), among others, conducts health plan 
accreditation. 

10. Quality improvement and technical assistance: Promoting initiatives that will lead to better 
patient outcomes and better care delivery approaches, strengthening the evidence base to 
inform better decision-making and fostering learning environments that offer training, resources, 
tools and guidance to help organizations achieve quality improvement goals. 

Beyond the drivers of more effective care and healthier populations that relate to what an individual 
insurer can do or be held accountable for, Covered California recognizes and seeks to better 
understand the impact of broader social and structural issues on health status, care and care delivery. 
Community health drivers include: 

• Workforce: Investing in people to prepare the next generation of health care professionals and 
support lifelong learning for providers. 

• Community-wide social determinants: Addressing structural social and economic influences 
that impact individual and group differences in health. 

• Population and public health: Increasing the health of a community through broad 
interventions that address public health, homelessness or food insecurity. 

COVERED CALIFORNIA 5 
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ASSURING QUALITY CARE • CHAPTER 2 

ASSURING QUALITY CARE 
Chapter 2: Individualized, Equitable 
Care — Best Possible Care for All 
Covered California’s overarching goal is to 
ensure that everyone receives the best possible 
health care. This goal entails striving to ensure 
that care is personalized, does not cause harm, 
is delivered in the right setting at the right time, 
and is as cost effective as possible. For 
decisions where more than one evidence-based 
treatment is available, the goal is to support 
individuals in choosing treatment based on their 
values and preferences. In the framework 
proposed by the Institute of Medicine 20 years 
ago, everyone should receive care that is safe, 
timely, effective, efficient, equitable, and patient-
centered (often captured by the acronym 
“STEEEP”).7 Unfortunately, the quality of care 
delivered in the United States varies 
dramatically. 

Of the elements related to the Institute of 
Medicine’s framework, the domain that has too 
often not been given central focus is the charge 
to ensure that care is equitable. Addressing 
health equity and disparities in health care has 
been integral to Covered California’s mission. 
Given that focus, after reviewing some important 
overall indicators of how health plans are 
generally meeting consumers’ needs, much of 
this chapter specifically addresses Covered 
California’s focus on the issue of equity. The 
other domains of the STEEEP framework are 
addressed throughout the report and are integral 
to Covered California’s approach. The Quality 
Rating System (QRS), which includes 
performance measures based both on clinical 
measures and on patients’ reported experience 
of getting care, provides a global picture of how 
Covered California’s health plans are doing at 
providing the best possible care. In this chapter, 
the Global and Summary Components of the 

• Covered California enrollees are generally 
very satisfied with their experience with 
their health plans and their health care, 
with the vast majority enrolled in plans that 
score above the 50th percentile for enrollee 
satisfaction with their health care and plan. 

• Global Quality Ratings have improved 
since their launch in 2016, but a dip in 2019 
has generated further scrutiny. 

• Covered California has launched a long-
term initiative to reduce health disparities. 
In response to contractual requirements, 93 
percent of enrollees are in plans that were 
at or above the 80 percent requirement for 
enrollee self-identification of race/ethnicity. 

• All 11 insurers are analyzing disparities in 
care for patients with diabetes, 
hypertension, asthma and depression for 
all of their lines of business, not just 
Covered California, and planning targeted 
interventions. 

• Gaps in quality by race/ethnicity were 
found for all insurers — but were not 
consistent (e.g., for some insurers African 
Americans warranted targeted 
interventions for diabetes, and Latinos in 
others). 

• Racial and ethnic disparities are generally 
smaller than the differences in quality 
across plans: enrollment in Sharp Health 
Plan or Kaiser Permanente is a better 
predictor of receiving good care than race 
or ethnicity is. 

• Nevertheless, all insurers have identified a 
disparity where a targeted intervention can 
improve help reduce disparities and 
improve health. 

Committee on Quality Health Care in America, Institute of Medicine. (2001). Crossing the quality chasm: a new health system for the 21st 
century. Washington, D.C.: National Academy Press. 

COVERED CALIFORNIA 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
ASSURING QUALITY CARE • CHAPTER 2 

health plan quality ratings are presented, along with two measures that relate to enrollee satisfaction 
with their health plan and their care. 

Social, economic and geographic disparities in health and health care pose a particularly serious 
challenge to the goal of ensuring the best possible care for all. Because social and environmental 
factors are powerful determinants not only of the care individuals receive but also of their underlying 
health, reducing disparities requires efforts within the health care delivery system and in the broader 
community. Covered California recognizes that meaningful progress will require multi-pronged and 
multi-year efforts. 

Covered California is working to reduce disparities and promote health equity. To this end, Covered 
California has hired a new health equity officer who plans, implements and integrates Covered 
California’s health equity agenda with Covered California’s quality improvement and delivery system 
reform efforts. The health equity officer leads the work of the new Population Care Unit within the Plan 
Management Division, which is composed of staff positions dedicated to quality improvement, health 
equity and social determinants of health. 

Covered California is working with health plans to reduce health disparities and promote health equity 
by: (1) identifying the race/ethnicity of all enrollees; (2) collecting data on diabetes, hypertension, 
asthma and depression to measure how quality varies by race/ethnicity; (3) conducting population 
health-improvement activities and interventions to narrow observed disparities in care; and (4) 
promoting community health initiatives that foster better health, healthier environments, and promote 
healthy behaviors. This chapter describes how Covered California has moved forward in each of these 
areas. 

This chapter on individualized, equitable care is organized as follows: 

Section 1. Qualified Health Plan Experience 

Section 2. Health Plan-Reported Measures for Health Disparities 

Section 3. Implications for the Future 

Section 1. Qualified Health Plan Experience 
Health Plan Measures Reported to the Quality Rating System 
This section presents performance data reported by health insurance companies for contract 
requirements and includes assessments and observations by Covered California. One key mechanism 
used by Covered California for health plan oversight and accountability is public reporting of global and 
individual health plan quality-performance measures to the Centers for Medicare and Medicaid 
Services’ Marketplace Quality Rating System (QRS). In the current contract requirements, health plans 
are required to: 

1. Annually collect and report to Covered California for each product type the measure numerator, 
denominator and rates for its QRS data, including Healthcare Effectiveness Data and 
Information Set (HEDIS) measures, Consumer Assessment of Healthcare Providers and 
Systems (CAHPS) survey data and other performance data. 

2. Submit HEDIS and CAHPS scores to include the measure numerator, denominator and rate for 
the required measures set reported to NCQA Quality Compass and the Department of Health 
Care Services (DHCS), for each product type for which it has data in California. 

COVERED CALIFORNIA 7 
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Global and Summary Component Health Plan Quality Ratings 
The Marketplace QRS global quality ratings show how health plans compare on helping members get 
the right medical care and on member-reported experiences of care and service. Covered California 
displays each health plan’s QRS rating to enrollees through the plan shopping experience and on 
coveredca.com. 

Plans are rated on a scale of one to five stars. To assign the star rating, each health plan’s results are 
compared to about 200 marketplace health plans nationwide. A five-star plan means that health plan 
scored among the top plans nationwide; a one-star rating means the plan’s score was among the 
lowest. 

QRS is composed of a global quality ratings and summary component ratings for three major aspects 
of health plan performance.8 Each health plan’s product (HMO, PPO, EPO) receives a separate QRS 
rating. 

Global quality rating: The global quality rating is a roll-up of three summary components per the 
following weighting: 

Summary Components Weights 
Getting Right Care (HEDIS) 66% 
Members’ Care Experience (CAHPS) 17% 
Plan Services (HEDIS and CAHPS) 17% 

A global quality rating is constructed for each health plan that has at least two of the three component 
scores, and one of the scores must be for the “Getting the right care” component: 

• Getting the right care: Each year, a sample of members from each health plan is selected, and 
their records are checked to compare their medical care with national standards for care and 
evidence-based treatments. More than 30 HEDIS measures are tracked using medical charts 
and billing records sent by providers and hospitals. These quality measures include how well 
the health plan and its providers care for enrollees, such as controlling high blood pressure, 
lowering cholesterol and getting the right medications. 

• Members’ care experience: Members’ experiences with their doctor and care are based on the 
CAHPS survey that asks about members’ recent experiences when visiting the doctor and 
getting medical care. About one of every five people who receive a survey in the mail or by 
phone provides a response, with about 250 members from each plan completing surveys. 
CAHPS surveys are currently only available in English or Spanish, but insurers are encouraged 
to translate the surveys into other languages that reflect their patient population. Translation 
guidelines are readily available from CMS. 

• Plan services for members: A sample of plan members’ records is checked to see if patients 
got unnecessary care — services that could be harmful and wasteful. The CAHPS member 
survey is also used to report on members’ experiences in getting help and information from the 
insurer’s customer service staff. 

See the Appendix 2 for the complete list of measures used to determine each summary component rating of QRS. 
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The QRS ratings of Covered California health plans have generally improved over time, but there was a 
downward trend in 2019.9 For the 2019 reporting year, which represents the 2018 measurement year, 
the overall trend is lower star ratings compared to 2018: for the global rating, only one plan has a 5-star 
rating and one plan has a 4-star rating while most have 2 and 3-star ratings (see Table 1. Global 
Quality Ratings by Reportable Products for Individual and CCSB Markets, 2016-2019). 

Table 1. Global Quality Ratings by Reportable Products for 
Individual and Covered California for Small Business (CCSB) Markets, 2016-2019 

Overall Quality Ratings by Reportable Products for Individual and CCSB Markets 
# Products with 

No Global Rating 
1 Star 
★ 

2 Star 
★★ 

3 Star 
★★★ 

4 Star 
★★★★ 

5 Star 
★★★★★ 

2019 QRS 3* 0 5 5 1 1 
2018 QRS 3* 0 0 6 4 2 
2017 QRS 4* 0 3 6 1 1 
2016 QRS 5* 1 7 2 1 1 

*No global rating if a newer product and not eligible for reporting or insufficient sample sizes to report results for at least 2 of the 3 summary 
component categories. 
Source: Covered California Health Plan QRS Reporting 

Table 2 lists the global rating and the three summary component ratings for each Covered California 
health plan for 2019. Covered California health plans generally performed well on the Plan Services for 
Members component rating, with all plans receiving a 3-star rating or above on this component. 

The 2018 reporting year, which represented the 2017 measurement year, was impacted by a federal statistical methodology that appears 
to have inflated star ratings for that year. Covered California is working with CMS to achieve a more stable methodology that will allow 
better year-to-year comparisons of star ratings based on changes in performance. This affected only the star rating, not the underlying 
measure scores reported below. 
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Table 2. Covered California Health Plan QRS Global and Summary Component Ratings, 2019 

Health Plan Product 
Type Global Rating Getting the 

Right Care 
Members’ Care 

Experiences 
Plan Services 
for Members 

Anthem EPO ★★ ★★ ★★ ★★★ 
Blue Shield PPO ★★★ ★★ ★★★ ★★★ 
Blue Shield HMO ★★★ ★★ ★★★ ★★★ 
CCHP HMO ★★★ ★★★ ★★ ★★★★★ 
Health Net HMO ★★ ★★★ ★ ★★★ 

Health Net EPO One Quality 
Rating Available ★★ Not 

Reportable** 
Not 

Reportable** 

Health Net PPO Quality Rating 
in Future* 

Quality Rating 
in Future* 

Quality Rating in 
Future* 

Quality Rating 
in Future* 

Kaiser HMO ★★★★★ ★★★★★ ★★★★ ★★★★★ 
LA Care HMO ★★★ ★★★ ★★ ★★★ 
Molina HMO ★★ ★★ ★★ ★★★ 
Oscar EPO ★★ ★★ ★★★ ★★★★★ 
Sharp HMO ★★★★ ★★★★ ★★★ ★★★★ 
Valley HMO ★★★ ★★★★ ★ ★★★ 
WHA HMO ★★ ★★ ★★★ ★★★★ 

Blue Shield HMO/CCSB ★★★ ★★ ★★★ ★★★ 

Health Net PPO/CCSB Quality Rating 
in Future* 

Quality Rating 
in Future* 

Quality Rating in 
Future* 

Quality Rating 
in Future* 

*Quality ratings are reported for a health plan product after its first two years with Covered California. 
**Not enough data to calculate a score according to the quality rating methodology. 
Source: Covered California Health Plan QRS Reporting 

Enrollee Satisfaction With Their Health Care and Health Plan 
Assuring that care is patient-centered requires assessment of a range of elements, including the extent 
to which patients receive the right care, at the right time, and in the most appropriate setting. As 
discussed in Chapter 10: Appropriate Interventions, it also means that care provided is informed and 
based on the patient’s preferences and their understanding of the implications of their choices. At a 
high level, however, a starting point of making sure care is patient-centered is considering patient 
voices in assessing health plans’ performance. 

Among the health plan measures reported to the Marketplace Quality Rating System are Consumer 
Assessment of Healthcare Providers and Systems (CAHPS) measures that reflect consumers’ 
perspectives and their reported experience with care received. These Marketplace Quality Rating 
System (QRS) standard performance measures are a key mechanism used by Covered California for 
health plan oversight and accountability. To more sharply focus health plan accountability efforts, 
Covered California examined over 40 measures used by QRS and is proposing to prioritize a subset of 
13 measures that were selected based on the following criteria: (1) health impact; (2) extent of health 
plan variation; (3) performance improvement opportunity; (4) alignment with other California 
accountability programs; and (5) balance across domains of care, such as prevention, chronic illness 
care and behavioral health. Three of the 13 measures overlap with the measures currently collected by 
race/ethnicity for health disparities reduction interventions as discussed in Section 2 of this chapter. 

COVERED CALIFORNIA 10 
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The following tables display the priority measures for individualized, equitable care in the QRS measure 
set and include the Covered California weighted average, the highest- and lowest-performing plans, 
plan-specific performance and national percentiles for all marketplace plans: 

1. Rating of Health Plan (Table 3). 
2. Rating of All Health Care (Table 4). 

These two CAHPS questions the reflect consumers’ overall satisfaction with their health plan and the 
care they received. As evident from each of these measures, there is generally high satisfaction among 
Covered California enrollees with their health plans (with 95 percent of enrollees reporting satisfaction 
that is above the 50th percentile nationally) and with their care (75 percent of enrollees reporting 
satisfaction that is above the 50th percentile nationally). (See Figure 3. Covered California Enrollment in 
Health Plans by Consumer Rating of Health Plan — 95 Percent of Enrollees in Plans Scoring Above 
the 50th Percentile Nationally, and All Enrollees in Plans Above the 25th Percentile, 2019.) 

Figure 3: Covered California Enrollment in Health Plans by Consumer Rating of Health Plan — 95 Percent 
of Enrollees in Plans Scoring Above the 50th Percentile Nationally, and All Enrollees in Plans Above the 
25th Percentile, 2019 

7% 

88% 

5% 

Enrollees in Plans at 90th 
Percentile and Above 

Enrollees in Plans at 50th to 
90th Percentile 

Enrollees in Plans at 25th to 
50th Percentile 
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Rating of Health Plan 
The Rating of Health Plan measure indicates enrollee experience related to the rating of health plan 
QHP Enrollee Survey question. 

Table 3: Covered California Enrollees Rating of Health Plan (CAHPS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 78 + 78 + 79 + 75 + 7% 93,322 1 

Plans at 50th to 90th 
Percentile 72 to 78 72 to 78 73 to 79 69 to 75 88% 1,187,877 10 

Plans at 25th to 50th 
Percentile 67 to 72 68 to 72 69 to 73 64 to 69 5% 64,031 1 

Plans Below 25th Percentile Below 67 Below 68 Below 69 Below 64 0% - 0 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 79 80 82 76 

Covered CA Weighted 
Average 73 76 78 73 

Covered CA Lowest 
Performer 66 69 65 69 

Covered California Plan-Specific Performance 
Anthem HMO 71 74 

Anthem PPO 67 70 

Anthem EPO 67 69 5% 64,031 

Blue Shield HMO 70 75 76 7% 93,322 

Blue Shield PPO 75 75 78 71 25% 335,176 

CCHP HMO 74 76 78 73 1% 10,013 

Health Net HMO 70 75 73 70 11% 145,183 

Health Net EPO 69 65 

Health Net PPO 

Kaiser Permanente HMO 79 80 82 74 36% 477,683 

LA Care HMO 68 77 73 73 6% 84,750 

Molina Healthcare HMO 66 72 69 71 4% 56,023 

Oscar Health Plan EPO 80 71 3% 35,962 

Sharp Health Plan HMO 77 80 78 75 1% 17,335 

Valley Health Plan HMO 70 76 78 75 1% 16,366 
Western Health Advantage 
HMO 77 77 78 72 1% 9,386 
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Rating of All Health Care 
The “Rating of all health care” measure is an overall indicator of enrollees’ satisfaction (0-10 scale) with 
their health care based on the QHP Enrollee Survey. 

Table 4: Covered California Enrollees’ Rating of All Health Care (CAHPS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 85 + 86 + 86 + 82 + 0% - 0 

Plans at 50th to 90th Percentile 82 to 85 83 to 86 83 to 86 78 to 82 75% 1,008,266 5 

Plans at 25th to 50th Percentile 80 to 82 81 to 83 81 to 83 75 to 78 25% 336,964 7 

Plans Below 25th Percentile Below 80 Below 81 Below 81 Below 75 0% - 0 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 84 88 86 80 
Covered CA Weighted 
Average 80 81 83 78 

Covered CA Lowest Performer 69 75 74 75 

Covered California Plan-Specific Performance 
Anthem HMO 78 79 

Anthem PPO 76 82 

Anthem EPO 76 5% 64,031 

Blue Shield HMO 80 7% 93,322 

Blue Shield PPO 83 82 85 78 25% 335,176 

CCHP HMO 80 80 81 77 1% 10,013 

Health Net HMO 74 78 78 75 11% 145,183 

Health Net EPO 81 

Health Net PPO 

Kaiser Permanente HMO 84 84 86 80 36% 477,683 

LA Care HMO 80 83 76 78 6% 84,750 

Molina Healthcare HMO 69 75 74 76 4% 56,023 

Oscar Health Plan EPO 82 76 3% 35,962 

Sharp Health Plan HMO 83 88 85 80 1% 17,335 

Valley Health Plan HMO 76 80 81 77 1% 16,366 
Western Health Advantage 
HMO 83 85 84 76 1% 9,386 
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Covered California’s Attention to Equity and Health Disparities 
Covered California has prioritized initiatives to narrow health care and coverage disparities and ensure 
health equity for all. Reducing health disparities is part of Covered California’s vision and mission 
statement and has the potential to benefit all Californians (with over 4 million consumers served to date 
through Covered California10) and because the populations measured and targeted for improvement by 
health insurance companies include all of their enrollees under age 65 across all lines of business. 

While disparities are influenced by social Covered California’s Mission and Vision and economic factors beyond the control 
of the health care delivery system, there Covered California’s vision is to improve the health of 
is agreement and evidence that health all Californians by assuring their access to affordable, 
care disparities can be narrowed through high quality care. 
quality improvement activities tailored to Covered California’s mission is to increase the number the needs of specific populations and of insured Californians, improve health care quality, 
targeting select measures at the health lower costs, and reduce health disparities through an 
plan level. To this end, Covered innovative, competitive marketplace that empowers 
California has laid out a health consumers to choose the health plan and providers that 
disparities and health equity agenda give them the best value. 
centered on four requirements: 

1. Promoting community health initiatives that foster better health, healthier environments and 
healthy behaviors. 

2. Identifying the race or ethnicity of all enrollees through self-identification or imputed 
methodology. 

3. Collecting data by race/ethnicity for disease control and management measures for asthma, 
depression, diabetes and hypertension — conditions with especially high levels of morbidity and 
mortality experienced by disadvantaged populations. 

4. Conducting population-health improvement activities and interventions to narrow observed 
disparities in care. 

See Section 2 for information on health plan progress in conducting interventions to narrow observed 
disparities in care and collecting data by race/ethnicity for disease control and management measures 
for asthma, depression, diabetes and hypertension. 

Promoting Community Health Initiatives That Foster Better Health, Healthier 
Environments, and Promotion of Healthy Behaviors 
Under contract requirements, Covered California included requirements for engagement and promotion 
of community-wide initiatives that foster better health, healthier environments, and the promotion of 
healthy behaviors across the community. Covered California specifically encouraged community health 
initiatives that have undergone or are being piloted through systematic review to determine 

10 This figure only includes on-exchange enrollment since 2014. The figure is higher if off-exchange mirrored plan enrollment is included. 
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effectiveness in promoting health and preventing disease, injury or disability and have been 
recommended by the Community Preventive Services Task Force. Such programs may include: 

1. Partnerships with local, state, or federal public health departments such as Let’s Get Healthy 
California. 

2. CMS Accountable Health Communities. 
3. Organizations that operate preventive and other health programs, such as Cal Fresh. 
4. Hospital activities undertaken under the Community Health Needs Assessment required every 

three years under the Affordable Care Act. 

Table 5. Covered California Insurer Activities to Improve Community Health, 2018 shows health insurer 
reported initiatives, programs and projects that improve community health apart from the health delivery 
system. Health insurance company involvement in external-facing activities is used by Covered 
California to identify potential disparity-reduction opportunities. 

Identifying the Race or Ethnicity of All Enrollees 
Understanding disparities in care requires data collection on demographics and other social 
determinants of health. Health insurance companies vary in the degree to which demographic data is 
collected and integrated into member records. While state law requires health insurance companies to 
collect race, ethnicity, and language data, insurers use different methods to obtain this information and 
have different rates for the percentage of membership self-identifying race/ethnicity (i.e. race/ethnicity 
self-identification rates).11 Before the initiatives described below, no purchaser or state agency in 
California monitored the success of collecting self-identification rates and there had been no broad 
attempt to use the data to evaluate disparities in care. 

To achieve high self-identification rates across all health insurance companies, Covered California set a 
goal for all insurers to achieve identification of at least 80 percent of all Covered California membership 
by year-end 2019 and encouraged use of various data collection methods beyond the membership 
enrollment application to identify race/ethnicity. Starting with the 2018 plan year, insurers were 
assessed on a contract performance standard for the self-identification rate and received financial 
penalties or credits based on whether they achieved the target. Insurers proposed intermediate 
milestones for the performance standard for the 2018 plan year and will be assessed on whether they 
achieved a target of 80 percent in 2019. 

Based on analysis of data gathered for this performance standard, eight insurers have achieved the 80 
percent target as of 2018 and some have exceeded 95 percent. Insurers have attributed the increased 
identification rates to improved data collection and incorporation of best practices for asking enrollees 
for race/ethnicity information. 

11 Senate Bill 853, Chapter 717, Statutes of 2009. 
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Table 5. Covered California Insurer Activities to Improve Community Health, 2018 

Number of Health Plans 
Internal facing, member related efforts 
Health education portal 3 
Quality collaboratives 1 
Member outreach 2 
Lifestyle or disease-specific workshops and classes 8 
Educational materials 5 
Incentive programs 2 
Connections to outside orgs and programs 2 
Internal facing, member related efforts non-health-related 
Philanthropy 1 
Non-health classes 1 
Health insurance education 6 
Financial counseling/decision-making support 2 
Interpreting services availability education 1 
External or community facing activities, health-related 
Health fairs (starred if funded) 7 
Screening events (starred if funded) 2 
Enrollment fairs 1 
Public health conferences 1 
Statewide or community collaboratives and taskforces 5 
Community workshops/classes or peer to peer support 3 
Health promotors program 2 
Financial support of community health programs 4 
Educational materials 2 
External facing, non-health-related 
Employee volunteers 1 
Ads and newsletters 2 
Community events 3 
Financial support of community non-health programs 2 
Education support 2 
Non-health coalitions (e.g. homelessness) 2 
Health plan option education 1 
Engaged with health systems for community risk assessments identifying high priority needs 
Through providers 3 
Health plan activities 5 
Community health effort 
School programs 1 
In-home assessments 1 
Educational campaign 2 
Health plan-funded community health programs based on needs assessments or other activity 
Grant programs 4 
Health fairs 2 
Health resource center(s) 2 
Community clinics 2 
Screening events 2 
Participated in geographic disaster relief efforts 
Safety policies 1 
Member services in affected areas 1 
Disaster relief as part of government 1 
Disaster preparedness programs 2 
Community partner support around disaster relief 2 
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Table 6. Number of Insurers Meeting the 80 Percent Target for Identification of Race/Ethnicity 

2015 2016 2017 2018 
Number of Insurers 5 4 5 8 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Challenges in Data Collection 
Health insurance companies can collect self-identification data from several sources. The race/ethnicity 
question in the Covered California enrollment application is voluntary and is included in the enrollment 
file sent to insurers. Beyond enrollment data, insurers have reported receiving data from providers, 
customer service, health risk assessments and website registration. Methods for data collection vary by 
insurer, resulting in considerable variation during 2015-18 in how well each insurer met Covered 
California’s goals for ensuring race/ethnicity identification for quality improvement purposes.12 

While all insurers have demonstrated improvement towards the 2019 target, it is important to note that 
these rates represent Covered California membership only. As discussed in Section 2. Health Plan-
Reported Measures for Health Disparities, an objective of the health equity agenda is to track and trend 
a select set disparities measures that include a health insurance company’s full book of business 
excluding Medicare. Larger numbers are necessary to be able to accurately measure performance, 
especially for relatively small minority populations. Identification of member race/ethnicity when 
reporting health disparities measures is similarly challenging. For this reason, Covered California has 
encouraged insurers to supplement self-reported identification with a proxy methodology based on 
surname and census track. Covered California will continue to work with insurers to improve and 
validate self-identification of race and ethnicity. 

Section 2. Health Plan Reported Measures and Efforts to Narrow Health 
Disparities 
Many of Covered California’s contracted health insurance companies have been actively engaged in 
efforts to understand and address health care disparities for many years. These efforts are reflected in 
a range of activities. Four of Covered California’s health insurance companies, Health Net, Kaiser 
Foundation Health Plan of Southern California, L.A. Care and Molina Healthcare, representing 36 
percent (503,220 out of 1,384,030) of enrollment in 2018 earned the National Committee for Quality 
Assurance’s (NCQA) Distinction in Multicultural Health Care (MHC), a program that recognizes 
organizations that provide culturally and linguistically sensitive services and work to reduce disparities 
in health and health care.13 

In 2017, Covered California began an initiative to measure and seek improvement in health equity 
across all contracted insurers. In collaboration with health insurance companies and consumer 

12 In 2018, Covered California examined current self-identification rates in the Covered California enrollment file to compare to insurer 
reported rates. Covered California’s self-identification rate in 2017 was 75.5 percent across all insurers. In theory, insurer reported rates 
should be equal to or higher than the rate provided in the enrollment file, assuming all data is transferred to the insurer and the insurer’s 
other avenues of data collection supplement the race/ethnicity field in its membership file. In practice, some insurers have reported 
considerably lower rates and are currently evaluating internal data collection to understand the discrepancies. Covered California is also 
aware of some errors in the 834 data transmission related to race/ethnicity categorization and is actively working on a system change 
request to appropriately identify membership answering this question in the enrollment application. 

13 See more: https://www.ncqa.org/programs/health-plans/multicultural-health-care-mhc/. 
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stakeholders, Covered California targeted four conditions that affect large numbers of consumers, have 
serious potentially avoidable complications, and for which there is strong evidence of racial or ethnic 
disparities: 

• Asthma: Although asthma affects all populations, the burden of this disease falls 
disproportionately on minority populations: the prevalence of childhood asthma is 12.7 percent 
among non-Hispanic blacks compared to 8 percent among non-Hispanic whites and 6.4 percent 
among Hispanics. Even more striking, the asthma mortality rate among non-Hispanic black 
children is nearly eight times that of non-Hispanic whites.14 

• Depression: National surveys indicate that nearly one in six Americans has experienced a 
major depressive episode, with many experiencing multiple episodes. Depression is a leading 
cause of disability and death, largely related to the nearly tenfold higher risk of suicide among 
those with depression.15 Depression is undertreated in all populations, but more so among 
minorities. Although 40 percent of non-Latino whites with depression failed to receive treatment, 
64 percent of Latinos, 69 percent of Asians, and 59 percent of African Americans failed to 
receive any treatment.16 

• Diabetes: While diabetes affects almost 10 percent of the U.S. population overall, the 
prevalence in Hispanics (11.9 percent) and African Americans (13.4 percent) is much higher 
than it is in non-Hispanic Whites. Diabetes is the seventh leading cause of death and 
contributes to an increased risk of heart attacks, stroke, amputation and kidney disease.17 

• Hypertension: Almost one third of adults have hypertension (high blood pressure), a major risk 
factor for heart attacks (the leading cause of death in the U.S.) and strokes (the seventh leading 
cause of death). The prevalence of hypertension among non-Hispanic blacks (41 percent) is 
substantially higher than among whites (29 percent) or Hispanics (28 percent). Among those 
with hypertension, the proportion who were well controlled differed dramatically: whites at 53 
percent, non-Hispanic blacks at 43 percent and Hispanics at 30 percent.18 

Because of the public health importance of these conditions and the serious disparities in health and 
health care that have been documented and the potential for targeted interventions to reduce morbidity 
and mortality, Covered California selected 14 measures related to these conditions to track, of which 
five are National Committee for Quality Assurance (NCQA) Healthcare Effectiveness Data and 
Information Set (HEDIS) measures and nine are based on Agency for Healthcare Research and Quality 
(AHRQ) Prevention Quality Indicators (PQI). Importantly, these measures are now being reported by 
insurers annually not only for Covered California’s enrollees, but also for all non-Medicare commercial 

14 Forno, E., and Celedón, J. C. (2012). Health disparities in asthma. American journal of respiratory and critical care medicine, 185(10), 
1033–1035. doi:10.1164/rccm.201202-0350ED 

15 McLaughlin K. A. (2011). The public health impact of major depression: a call for interdisciplinary prevention efforts. Prevention science: 
the official journal of the Society for Prevention Research, 12(4), 361–371. doi:10.1007/s11121-011-0231-8 

16 Alegría, M., Chatterji, P., Wells, K., Cao, Z., Chen, C. N., Takeuchi, D., … Meng, X. L. (2008). Disparity in depression treatment among 
racial and ethnic minority populations in the United States. Psychiatric services (Washington, D.C.), 59(11), 1264–1272. 
doi:10.1176/appi.ps.59.11.1264 

17 Centers for Disease Control and Prevention. National Diabetes Statistics Report, 2017. Atlanta, GA: Centers for Disease Control and 
Prevention, U.S. Dept of Health and Human Services; 2017. Retrieved from: https://www.cdc.gov/diabetes/pdfs/data/statistics/national-
diabetes-statistics-report.pdf. 

18 Centers for Disease Control and Prevention. Prevalence of Hypertension and Controlled Hypertension — United States, 2007–2010. 
Atlanta, GA: Centers for Disease Control and Prevention, U.S. Dept of Health and Human Services; 2013. Retrieved from: 
https://www.cdc.gov/mmwr/preview/mmwrhtml/su6203a24.htm. 
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and Medi-Cal lives, with rates supplied by race/ethnicity (see Table 7. Covered California Insurer “All-
Plan” Reported Measures for Health Disparities). 

Data for the full non-Medicare population was required for the following principal reasons: (1) narrowing 
disparities requires quality improvement interventions regardless of coverage type; (2) the larger 
population size makes measurement of disparities more accurate; and (3) high turnover in the 
individual market results in consumers transitioning to other sources of coverage, such as employer-
based coverage or Medi-Cal. These markets are served by the same health insurance companies that 
participate in Covered California. 

During the first year of reporting for plan year 2015, insurers reported on 10 measures, and an 
additional four measures were phased in for plan year 2016. Insurers will continue reporting the data for 
all 14 measures through plan year 2020 as Covered California continues to evaluate insurer’s data and 
the progress of planned interventions. 

Table 7. Covered California Insurer “All-Plan” Reported Measures for Health Disparities 

Measure Measure 
Steward Years Reported Condition 

AMR - Asthma Medication Ratio Ages 5-85 NCQA MY 2015, 2016, 
2017 Asthma 

Admissions for Asthma among Older Adults with 
Asthma AHRQ PQI MY 2015, 2016, 

2017 Asthma 

Admissions for Bacterial Pneumonia among 
Members with Asthma AHRQ PQI MY 2016, 2017 Asthma 

Admissions for Asthma among Children and 
Younger Adults with Asthma AHRQ PQI MY 2015, 2016, 

2017 Asthma 

Antidepressant Medication Management 
(Effective Acute Phase Treatment) NCQA MY 2015, 2016, 

2017 Depression 

Antidepressant Medication Management 
(Effective Continuation Phase Treatment) NCQA MY 2015, 2016, 

2017 Depression 

Diabetes Care: HbA1c Control < 8.0% (NQF 
0575) NCQA MY 2015, 2016, 

2017 Diabetes 

Admissions for Diabetes Short-term 
Complications among Members with Diabetes AHRQ PQI MY 2015, 2016, 

2017 Diabetes 

Admissions for Diabetes Long-Term 
Complications among Members with Diabetes AHRQ PQI MY 2015, 2016, 

2017 Diabetes 

Admissions for Uncontrolled Diabetes among 
Members with Diabetes AHRQ PQI MY 2016, 2017 Diabetes 

Admissions for Lower-Extremity Amputation 
among Members with Diabetes AHRQ PQI MY 2016, 2017 Diabetes 

Controlling High Blood Pressure (NQF 0018) NCQA MY 2015, 2016, 
2017 Hypertension 

Admissions for Hypertension among Members 
with Hypertension AHRQ PQI MY 2015, 2016, 

2017 Hypertension 

Admissions for Heart Failure among Members 
with Hypertension AHRQ PQI MY 2016, 2017 Hypertension 

Opportunities for Intervention 
The dataset used to evaluate insurer populations for disparities is unique in that it aggregates data for 
enrollees under 65 across all lines of business. In addition to serving different geographies with known 
variations among them, each insurer has a very different mix of population served ranging from 
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predominantly employer-based commercial enrollees to predominantly Medi-Cal enrollees. Insurers 
also have varying quality of data, most aggregating 400-person HEDIS samples for each line of 
business but some having access to robust clinical data from electronic health records. For these 
reasons and more as detailed in Appendix 1: Limitations and Major Caveats about Health Disparities 
Data, Covered California has determined that the results cannot be used to compare performance 
across plans. 

However, Covered California and each insurer found actionable differences in measures across 
race/ethnicity groups that justify interventions. In addition, one of the key observations was that the 
apparent disparities based on race/ethnicity were in almost all cases far smaller than the differences in 
care or treatment across health plans — with enrollment in Kaiser Permanente or Sharp Health Plan 
being a far better predictor of receiving good care than race/ethnicity. This observation was consistent 
with Covered California’s findings regarding the generally superior care provided by integrated delivery 
systems (see Chapter 3 and Chapter 4). 

The following sections present high-level summaries of key trends based on preliminary analysis of 
insurer-reported data and examples of disparity reduction proposals. 

Conducting Population Health Improvement Activities and Interventions to Narrow 
Observed Disparities in Care 
After collection and submission of three years of baseline data for the indicators of potential gaps in 
care related to the four conditions, Covered California has worked with each insurer to select a quality 
improvement project aimed at narrowing a health care disparity found in the baseline data related to the 
four target conditions. Covered California has met with each insurer to discuss opportunities for 
conducting quality improvement activities and interventions to narrow each health insurer’s specific 
observed health care disparities. In 2020, each Covered California insurer will implement a quality 
improvement project aimed at narrowing a health care disparity and will periodically report their 
progress. Covered California will hold insurers accountable for narrowing the selected disparity while 
maintaining or improving outcomes for targeted enrollees, which in most cases encompasses more 
than just Covered California members — sometimes including all commercial enrollees and other 
enrollees in the individual market or all Medi-Cal enrollees. 

In addition to data reporting and analysis, insurers are reporting progress on infrastructure and staffing 
enhancements needed to develop their health care disparity reduction project, as well as related and 
aligned activities to support this Covered California initiative. These activities range in scope and scale: 
some represent the next phase of multi-year efforts while others are starting by proposing time-limited 
or smaller scale projects. The following are examples of activities reported by insurers: 

• Enhanced member education, messaging, incentives and self-management tools. 
• Enhanced provider education and clinical guidance reminders. 
• Streamlined data collection processes to increase reporting and monitoring quality. 
• Focused partnerships with community stakeholders. 
• Disease registry development and sharing between providers and insurers. 
• Outreach events and mobile care in at-risk communities. 
• Enhanced care team support for affected populations. 

COVERED CALIFORNIA 20 
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These important efforts are building the foundation for increasingly effective interventions to improve 
care for all while reducing disparities in both health and health care. 

The tables below document four representative examples of the target populations, measurement gaps 
and interventions proposed to be undertaken by health insurance companies. 
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Table 8. Health Net’s Proposed Interventions for Improved Diabetes and Hypertension Management 

Rationale and Target Population(s) for Intervention Summary of Select Interventions 
Health Net proposes to target African American and Latino 
members for improved diabetes and hypertension management 
across Medi-Cal and individual market (Covered California and 
off-exchange) lines of business. 

Rationale and Target Population(s) for Intervention 
• Rates for HbA1c control for African American members are 14 

percent lower than white members with diabetes. 
• Rates for blood pressure control for African American 

members are 32 percent lower than white members with 
hypertension. 

• Rates for blood pressure control for Latino members are 28 
percent lower than white members with hypertension. 

Community, Member and Provider 
Interventions 
• Focus on the social determinants 

of health (SDOH), social 
marketing, and community 
coalition and advisory group. 

• Collection of member-level SDOH 
data, one-stop clinics, medication 
adherence bundle protocols; 
nutrition and food insecurity pilot. 

• Partnership with select clinic and 
hospital; modified workflow; 
motivational interviewing training. 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Table 9. LA Care’s Proposed Interventions for Improved Diabetes Management 

Rationale and Target Population(s) for Intervention Summary of Select Interventions 
L.A. Care proposes to target African American and American 
Indian/Alaskan Native members for improved diabetes 
management for the Covered California line of business. 

Rationale and Target Population(s) for Intervention 
• The prevalence of diabetes among African Americans is 40 

percent higher compared to the overall Los Angeles County 
population. 

• The prevalence of diabetes among American Indian/Alaskan 
Natives is more than 50 percent higher compared to the 
overall Los Angeles County population. 

• Rates of HbA1c control for African American members are 8 
percent lower than the total diabetes population. 

• Rates of HbA1c control for American Indian/Alaskan Native 
members are 12 percent lower than the total diabetes 
population. 

Member, Provider and Administrative 
Interventions 
• Online member portal diabetes 

education course. 
• Provider feedback, education and 

reminders of guideline therapies 
for members with diabetes control 
below target. 

• Systematic data collection process 
improvements to improve the 
accuracy and timeliness of HbA1c 
laboratory data. 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 
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Table 10. Kaiser Permanente’s Proposed Interventions for Improved Diabetes and Hypertension 
Management 

Rationale and Target Population(s) for Intervention Summary of Select Interventions 
Kaiser Permanente proposes to target African American and 
Latino members for improved diabetes and hypertension 
management across Commercial lines of business (employer-
based and individual market, for both Covered California and off-
exchange enrollment). 

Rationale and Target Population(s) for Intervention 
• Mortality due to diabetes is 50 percent higher in 

Hispanic/Latino than in White members. 
• Mortality due to hypertension is 4-5 times higher in African 

Americans than in white members. 
• Rates of HbA1c control among Hispanic/Latino members are 

12 percent lower than the overall Commercial diabetes 
population. 

• Rates of blood pressure control for Black/African American 
members are 7 percent lower than for the overall Commercial 
hypertensive population. 

Member, Provider, and Administrative 
Interventions 
• Forums across sites for sharing 

best practices 
• Ongoing review of patient-facing 

materials for culturally responsive 
messaging 

• Language concordant care for 
Latino diabetics 

• Innovative approaches to 
community outreach (e.g. Mobile 
Health Vehicle to churches, blood 
pressure checks in barber shops) 

• Specialty blood pressure clinic for 
Black/African American members 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Table 11. Anthem’s Proposed Interventions for Improved Depression Medication Management 

Rationale and Target Population(s) for Intervention Summary of Select Interventions 
Anthem proposes to target Hispanic/Latino members for improved 
depression medication management for the Covered California 
line of business. 

Rationale and Target Population(s) for Intervention 
• Rates for the Antidepressant Medication Management 

(Effective Acute Phase Treatment) for Hispanic/Latino 
members are 40 percent lower than White Covered California 
members. 

• Rates for the Antidepressant Medication Management 
(Effective Continuation Phase Treatment) for Hispanic/Latino 
members are 32 percent lower than White Covered California 
members. 

Member, Provider, and Policy 
Interventions 
• Member outreach and coaching 

through mail and telephone; 
telehealth initiatives for psychology 
and psychiatry services; pilot for 
prescribing providers and 
members 

• Review of provider education 
materials communications and 
implement changes, as 
appropriate, with aim to reduce 
care gaps 

• Updated evaluation of HEDIS 
specifications for potential 
advocacy 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 
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Section 3: Implications for the Future 
Satisfaction surveys (CAHPS) demonstrate that Covered California enrollees rate their health plans 
highly on two comprehensive measures. The Covered California initiative to promote health equity 
through individualized, equitable care for all is just beginning. As described in this chapter, finding 
appropriate data to use as a baseline for building strategies has been and will continue to be a 
challenge until all insurers have more complete clinical data. Despite these challenges, insurers have 
found actionable disparities and early initiatives are underway. As with other efforts to improve the 
performance of the health care system, addressing disparities in health and health care can best be 
accomplished by using data and evidence to understand the underlying causes of poor performance 
and by working with all involved to develop, test and spread successful interventions. 

Even accounting for differences in measurement and populations, the findings regarding disparities in 
care suggest that on some measures, the more integrated health insurance companies report better 
quality scores for all groups – to levels that are among the best in the country. While some of these 
insurers have long invested in and hired staff to support culturally competent care, these findings 
suggest that integrated and coordinated approaches to care delivery may reduce racial or ethnic 
disparities on some measures of quality. 

Covered California is evaluating progress and identifying opportunities for expansion of its health equity 
program in the future, including potentially analyzing health outcomes based on other demographic 
categories such as: (1) income; (2) disability status; (3) sexual orientation; (4) gender identity; and (5) 
limited English proficiency (LEP). Since the data is collected across all lines of business, Covered 
California will seek collaboration with other purchasers, especially the Department of Health Care 
Services (DHCS), which oversees California’s Medi-Cal program that serves over approximately one 
third of the entire California population. Covered California is also considering encouraging all insurers 
to acquire the National Committee for Quality Assurance’s (NCQA) Distinction in Multicultural Health 
Care (MHC) as this program recognizes organizations that provide culturally and linguistically sensitive 
services and that work to reduce disparities in health and health care. 

In the current contract, Covered California requires its insurers to engage in and report on efforts to 
impact the health of populations beyond their enrollees. Both the data provided by the insurers and 
research conducted by Health Management Associates (HMA) did not find evidence of the efficacy of 
such interventions.19 There is, however, evidence of the impact of health insurance companies focusing 
on specific social determinants of health for enrolled populations — such as providing transportation or 
food assistance for insured individuals with particular needs. Given these findings, Covered California is 
reassessing the contractual expectations of its insurers for addressing social determinants of health. 

Covered California has a potentially critical role to play in promoting broad engagement among public 
and private purchasers to address health equity. In work commissioned by Covered California, 
PricewaterhouseCoopers found that while focusing on health equity and disparities was a priority for 
public purchasers, very few private purchasers consider this issue a priority.20 

19 The most current best evidence is documented in Chapter 1, Health Equity: Reducing Disparities, of a companion Covered California 
report, Current Best Evidence and Performance Measures for Improving Quality of Care and Delivery System Reform. 

20 “Health Purchaser Strategies for Improving Quality of Care and Delivery System Reform.” Review conducted for Covered California by 
PricewaterhouseCoopers. Available at: https://hbex.coveredca.com/stakeholders/plan-
management/library/coveredca_health_purchaser_strategies_07-19.pdf. 
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Chapter 3: Health Promotion and 
Prevention 
Health Promotion and Prevention relates to health 
insurance company activities to encourage all 
enrollees to receive preventive care services and 
health screenings and use tools that promote a 
healthy lifestyle. This includes everything from 
regular checkups to smoking cessation and dietary 
programs. 

This chapter on Health Promotion and Prevention is 
organized as follows: 

Section 1. Qualified Health Plan Experience 

Section 2. Health Plan Measures Reported to the 
Marketplace Quality Rating System 

Section 3. Implications for the Future 

Section 1. Qualified Health Plan 
Experience 
Qualified Health Plan Experience presents 
performance data reported by health insurance 
companies for contract requirements and includes 
assessments and observations by Covered 
California. Prevention and wellness are key 
components of high-value health care. Research 
shows that treating those who are sick is often far 
costlier and less effective than preventing disease 
from occurring and keeping populations healthy. 
Prevention occurs at three levels, each of which is 
important in promoting enrollee health and wellness 
and each of which is represented in Covered 
California’s prevention reporting and requirements. 

• Primary Prevention: Primary prevention 
focuses on intervening before a health event 
occurs. Promotion of healthy behaviors and 
vaccinations are forms of primary prevention 
that insurers play a role in promoting. 
Intervening on risk factors for disease, like 
obesity or smoking status, is also a form of 
primary prevention. 

• Secondary Prevention: Secondary 
prevention includes screening for diseases to 
identify diseases at an early stage. The 
positive impact of timely screening for 

• Kaiser Permanente frequently 
performed at or above the 90th 

percentile nationally on preventive 
screening measures while most other 
plans performed in the 25th to 90th 

percentile. 

• For the three HEDIS preventive care 
measures Covered California identified 
as priority measures — breast, 
cervical, and colorectal cancer 
screening — not only was there wide 
variation observed among plans over 
the past four years, but from two to six 
health plans reported performance 
below the 25th percentile nationally — 
highlighting both the need and 
opportunity for improvement. 

• Across insurers, there exist robust 
health communication processes to 
inform enrollees about health and 
wellness benefits. Insurers offered 
information about free preventive 
services, offered a 24/7 telephonic 
nurse line, inbound and outbound 
telephonic coaching, as well as 
member reminders. 

• Contract requirements call for reporting 
on tobacco cessation and obesity 
management programs, but this data 
was incomplete due to the lack of 
access to clinical data for most 
insurers. Covered California is looking 
at the feasibility of (1) better collection 
of clinical data to improve enrollee 
identification or requiring insurers to do 
so and (2) better tracking of program 
availability and participation rates. 

• Covered California is assessing what 
factors contribute to better 
performance among some providers in 
non-Kaiser Permanente insurers and 
how Kaiser Permanente’s performance 
can be replicated across California. 
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cancer, for example, is well documented. This screening helps providers identify and treat 
cancers early, before symptoms appear. 

• Tertiary Prevention: Tertiary prevention focuses on managing diseases after a diagnosis to 
help slow or stop disease progression and prevent debilitating or other negative impacts of 
disease. 

Covered California’s prevention and wellness requirements are centered on identifying enrollees who 
are eligible for certain preventive and wellness benefits, notifying enrollees about the availability of these 
services, and making sure those eligible receive appropriate services. Proactively identifying and 
notifying enrollees eligible for prevention and wellness benefits, monitoring health status and making 
appropriate referrals, and ensuring at-risk enrollees receive proactive coordinated care all center around 
making sure people get the right preventive care when they need it at all three levels of prevention, 
instead of waiting until more serious and costly manifestations of disease prompt care. Covered 
California has identified several priority disease areas for reporting, including those with significant 
evidence around the importance of prevention. Under contract requirements, insurers are required to 
report the following: 

1. Utilization of tobacco cessation intervention services; 
2. Utilization of obesity management services; 
3. Processes for communicating health and wellness benefits to enrollees and providers and the 

way they incorporate and use of enrollee-specific health and wellness information; and 
4. Utilization of necessary preventive services through the following select HEDIS measures: 

breast cancer screening, cervical cancer screening, colorectal cancer screening, and chlamydia 
screening for women. 

Tobacco Cessation 
Covered California health insurance companies reported significant data challenges in reporting both 
the number of tobacco dependent enrollees and participation rates in smoking cessation programs. 
Integrated delivery systems, such as Kaiser Permanente and Sharp Health Plan, reported the most 
consistent data year-over-year, likely due to having access to clinical data that confirms a diagnosis of 
tobacco dependency. Other insurers were hampered by data challenges that include a lack of access 
to clinical data, inability to track physician referrals to tobacco cessation programs or educational 
classes offered by medical groups that are not documented or billed on a claim, reliance on enrollee 
provided data in health risk assessments that are not universally administered, and inability to track by 
lines of business, such as Covered California membership. Given this set of challenges, the available 
data reported for both Covered California enrollees and members in all lines of business (inclusive of 
Covered California) ranged between less than 1 percent to as high as 70 percent.21 Covered California 
cautions these figures are likely incomplete. Future requirements in this area will need to consider the 
feasibility of (1) collecting clinical data to improve identification of tobacco dependent members and (2) 
better tracking of program availability and participation rates. 

21 Health plans reporting participation rates on the high end of the range generally had a far smaller number of enrollees ident ified as 
tobacco dependent. Covered California did not calculate a weighted average participation rate due to incomplete reporting and data 
collection challenges. 
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Obesity Management 
Covered California health insurance companies experienced a similar set of challenges for tracking 
obese members; the most important of which is the lack of access to clinical data that documents a 
diagnosis of obesity. Some insurers also reported they do not track specific lines of business, such as 
Covered California membership, for participation in weight management programs. Some insurers 
relied on data through health risk assessments, wellness portals, and self-referrals by enrollees. Given 
this set of challenges, the available 2018 data reported for Covered California enrollees ranged 
between less than 1 percent to roughly 40 percent. For members in all lines of business (inclusive of 
Covered California),22 the 2018 data ranged between roughly 1 percent to nearly 20 percent. Again, 
Covered California cautions these figures are likely incomplete. Future requirements in this area will 
need to consider the feasibility of (1) collecting clinical data to improve identification of obese members 
and (2) better tracking of program availability and participation rates. 

Processes for Communicating Health and Wellness Benefits 
Through annual reporting, health insurance companies reported the methods used to communicate 
health and wellness benefits to enrollees using pre-defined categories, such as customized printed 
materials about free preventive services or 24/7 telephonic nurse lines. Table 12. Processes for 
Communicating Health and Wellness Benefits for Commercial and Covered California Enrollees, 2016 
summarizes this data which reflects insurers’ activities in 2016 as this information was not required in 
later reporting. 

Health communication processes offered to enrollees are relatively consistent across health insurance 
companies. Most or all insurers offered information, both template and customized, about free 
preventive services, offered a 24/7 telephonic nurse line, inbound and outbound telephonic coaching, 
as well as member care service reminders. While not universally used, most health insurance 
companies reported using nurse lines for specific populations (i.e., complex conditions or oncology 
patients) as well as interactive voice response (IVR) member care/service reminders (offered by 7 out 
of 12 insurers). 

22 Health plans reporting participation rates on the high end of the range generally had a far smaller number of enrollees ident ified as 
tobacco dependent. Covered California did not calculate a weighted average participation rate due to incomplete reporting and data 
collection challenges. 
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Table 12. Processes for Communicating Health and Wellness Benefits for Commercial and Covered 
California Enrollees, 201623 

Processes for Communicating Health and Wellness Benefits Number of 
Health Plans 

Template newsletter articles/printed materials about free preventive services 12 

Customized printed materials about free preventive services 11 

24/7 Telephonic Nurse Line 11 

24/7 Nurse Navigator for complex conditions 4 

24/7 Nurse Navigator for oncology management 3 

Inbound telephonic health coaching 12 

Outbound telephone health coaching 10 

Member care/service reminders (IVR) 7 

Member care/service reminders (Paper) 11 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Section 2. Health Plan Measures Reported to the Marketplace Quality 
Rating System 
Health Plan Measures Reported to the Marketplace Quality Rating System details health plan 
performance on Healthcare Effectiveness Data Information Set (HEDIS) and Consumer Assessment of 
Healthcare Providers and Systems (CAHPS) measures reported to the Centers for Medicaid and 
Medicare Services’ Quality Rating System (QRS). These standard performance measures are a key 
mechanism used by Covered California for health plan oversight and accountability. To more sharply 
focus health plan accountability efforts, Covered California examined over 40 measures used by QRS 
and is proposing to prioritize a subset of 13 measures that were selected based on the following 
criteria: (1) health impact; (2) extent of health plan variation; (3) performance improvement opportunity; 
(4) alignment with other California accountability programs; and (5) balance across domains of care, 
such as prevention, chronic illness care and behavioral health. Three of the 13 measures also overlap 
with the measures currently collected by race/ethnicity for health disparities reduction interventions as 
discussed in Chapter 2. 

The following tables display the three measures for Health Promotion and Prevention in the QRS 
measure set that Covered California has identified as priority measures (with eight additional measures 
detailed in Appendix 2: Additional Health Plan Measures Reported to the Quality Rating System). 

23 The 11 health insurance companies in Covered California are: Anthem Blue Cross, Blue Shield of California, Chinese Community Health 
Plan, Health Net, Kaiser Permanente, L.A. Care, Molina Healthcare, Oscar Health, Sharp Health Plan, Valley Health Plan, and Western 
Health Advantage. In this table, Health Net is counted twice because its reports data separately for Health Net Life (PPO/EPO products) 
and Health Net of California (HMO/HSP products). 
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The tables include the Covered California weighted average, highest and lowest performing plans, 
plan-specific performance, as well as national percentiles for all Marketplace plans. The priority 
measures are: 

1. Breast Cancer Screening (Table 13) 
2. Cervical Cancer Screening (Table 14 
3. Colorectal Cancer Screening (Table 15) 

See Appendix 2: Additional Health Plan Measures Reported to the Quality Rating System, for eight 
additional QRS measures that pertain to Health Promotion and Prevention: 

4. Chlamydia Screening in Women (Table A1) 
5. Adult BMI Assessment (Table A2) 
6. Childhood Immunizations (Combination 3) (Table A3) 
7. Immunizations for Adolescents (Combination 2) (Table A4) 
8. Flu Vaccinations for Adults Ages 18-64 (Table A5) 
9. Medical Assistance with Smoking and Tobacco Use Cessation (Table A6) 
10. Weight Assessment and Counseling for Nutrition and Physical Activity for Children and 

Adolescents (Table A7) 
11. Annual Dental Visit (Table A8) 

Appendix 2 also describes how to interpret the display of the measures. 

Performance on other measures included in the QRS measure set are presented in relevant subject 
chapters, but most are covered in Chapter 5: Acute, Chronic and Other Conditions. 

For the Health Promotion and Prevention measures, some of the overall observations include: 

• Kaiser Permanente frequently performed at or above the 90th percentile nationally on preventive 
screening measures while most other plans performed in the 25th to 90th percentile. 

• For the three HEDIS preventive care measures Covered California identified as priority 
measures — breast, cervical, and colorectal cancer screening — not only was there wide 
variation observed among plans over the past four years, but from two to six health plans 
reported performance below the 25th percentile nationally — highlighting both the need and 
opportunity for improvement. 

• The variation in performance, with some health plans performing below the 25th percentile 
nationally is reflected in the eight measures reported in Appendix 2. 
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Breast Cancer Screening 
The Breast Cancer Screening measure is the percentage of women 50-74 years of age who have 
received a mammogram to screen for breast cancer. 

Table 13. Breast Cancer Screening for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 79 + 79 + 79 + 35% 477,683 1 

Plans at 50th to 90th 
Percentile MN-S 70 to 79 70 to 79 70 to 79 9% 118,451 3 

Plans at 25th to 50th 
Percentile MN-S 65 to 70 65 to 70 65 to 70 43% 573,681 3 

Plans Below 25th Percentile MN-S Below 65 Below 65 Below 65 13% 176,811 6 

Covered California High/Average/Low Performers 
Covered CA Highest 
Performer 89 86 84 84 

Covered CA Weighted 
Average 74 70 72 72 

Covered CA Lowest 
Performer 67 52 58 47 

Covered California Plan-Specific Performance 
Anthem HMO 70 67 

Anthem PPO 68 61 

Anthem EPO 58 57 5% 64,031 

Blue Shield HMO 63 65 69 7% 93,322 

Blue Shield PPO 67 61 65 65 25% 335,176 

CCHP HMO 87 65 68 64 1% 10,013 

Health Net HMO 71 66 69 69 11% 145,183 

Health Net EPO 62 58 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 89 86 84 84 35% 477,683 

LA Care HMO 52 65 73 6% 84,750 

Molina Healthcare HMO 59 61 47 4% 56,023 

Oscar Health Plan EPO 51 3% 35,962 

Sharp Health Plan HMO 82 76 74 72 1% 17,335 

Valley Health Plan HMO 69 67 71 1% 16,366 
Western Health Advantage 
HMO 75 69 65 64 1% 9,386 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Cervical Cancer Screening 
The Cervical Cancer Screening measure is the percentage of women 21-64 years of age who were 
screened for cervical cancer. 

Table 14. Cervical Cancer Screening for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 72 + 71 + 74 + 73 + 35% 477,683 1 

Plans at 50th to 90th 
Percentile 55 to 72 56 to 71 56 to 74 56 to 73 38% 507,707 4 

Plans at 25th to 50th 
Percentile 46 to 55 47 to 56 48 to 56 48 to 56 20% 269,251 6 

Plans Below 25th Percentile Below 46 Below 47 Below 48 Below 48 7% 91,985 2 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 81 82 80 79 

Covered CA Weighted 
Average 59 62 65 64 

Covered CA Lowest 
Performer 35 33 41 42 

Covered California Plan-Specific Performance 
Anthem HMO 59 62 

Anthem PPO 55 53 

Anthem EPO 55 53 5% 64,031 

Blue Shield HMO 41 45 49 48 7% 93,322 

Blue Shield PPO 52 59 63 60 25% 335,176 

CCHP HMO 50 53 56 57 1% 10,013 

Health Net HMO 50 55 60 56 11% 145,183 

Health Net EPO 53 59 53 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 81 82 80 79 35% 477,683 

LA Care HMO 35 54 51 54 6% 84,750 

Molina Healthcare HMO 40 33 41 42 4% 56,023 

Oscar Health Plan EPO 50 45 3% 35,962 

Sharp Health Plan HMO 56 61 62 64 1% 17,335 

Valley Health Plan HMO 38 46 43 50 1% 16,366 
Western Health Advantage 
HMO 59 55 62 54 1% 9,386 
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Colorectal Cancer Screening 
The Colorectal Cancer Screening measure is the percentage of adults 50-75 years of age who had 
appropriate screening for colorectal cancer. 

Table 15. Colorectal Cancer Screening for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 67 + 68 + 69 + 35% 477,683 1 

Plans at 50th to 90th 
Percentile MN-S 52 to 67 54 to 68 55 to 69 1% 17,335 1 

Plans at 25th to 50th 
Percentile MN-S 44 to 52 45 to 54 47 to 55 52% 695,592 8 

Plans Below 25th Percentile MN-S Below 44 Below 45 Below 47 12% 156,016 3 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 82 80 78 76 

Covered CA Weighted 
Average 51 55 58 58 

Covered CA Lowest Performer 28 35 34 27 

Covered California Plan-Specific Performance 
Anthem HMO 46 53 

Anthem PPO 44 47 

Anthem EPO 42 40 5% 64,031 

Blue Shield HMO 38 36 39 51 7% 93,322 

Blue Shield PPO 41 42 51 49 25% 335,176 

CCHP HMO 46 49 53 53 1% 10,013 

Health Net HMO 41 47 51 51 11% 145,183 

Health Net EPO 48 54 49 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 82 80 78 76 35% 477,683 

LA Care HMO 29 38 49 54 6% 84,750 

Molina Healthcare HMO 28 35 34 27 4% 56,023 

Oscar Health Plan EPO 37 36 3% 35,962 

Sharp Health Plan HMO 62 55 66 57 1% 17,335 

Valley Health Plan HMO 54 52 50 54 1% 16,366 
Western Health Advantage 
HMO 62 53 57 52 1% 9,386 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Section 3. Implications for the Future 
Covered California included reporting requirements related to smoking cessation and obesity 
management programs because substantial evidence shows that effective interventions can improve 
health outcomes and reduce health care costs.24 Based on the inability of insurers to provide 
information on program participation in a consistent manner, Covered California is considering other 
ways to promote these services including exploring the feasibility of (1) collecting clinical data to 
improve enrollee identification or (2) better tracking of program availability and participation rates and 
perhaps using large databases that predict public health risks by census track. Covered California is 
working with insurers to ensure these health promotion and prevention programs are offered in the 
languages spoken by their enrollees and further promote the availability of translation services. 

In the major areas related to health plan measures of screening, the main observation from the 
reporting over the past four years is that there is wide variation among the plans. Kaiser Permanente 
and Sharp Health Plan frequently report screening rate scores that are in the top 90th percentile in the 
nation; while other most of the other plans have lower scores – ranging from the 25th to just above the 
50th percentile. The fact that several health plans performed below the 25th percentile nationally on 
cancer screenings and on other preventive care measures detailed in Appendix 2 — in particular, six 
health plans had a breast cancer screening rate score below the 25th percentile — is concerning and 
warrants concerted efforts from both Covered California and the health plans to address. Low 
screening rates could be partially attributed to poor data collection techniques and lack of patient 
education and engagement. Covered California is engaging with its contracted health plans to develop 
strategies to improve their screening rates. 

The ability of integrated systems, such as Kaiser Permanente and Sharp Health Plan, to achieve such 
positive results is a clear indicator of what is possible with well-coordinated and integrated care. In 
future years, Covered California should assess what factors can contribute to better performance 
among non-integrated plans and how the performance of integrated systems can be replicated across 
California. Covered California will seek to foster national benchmark performance across all plans. 

24 The most current best evidence is documented in Chapter 2, Health Promotion and Prevention, of a companion Covered California report, 
Current Best Evidence and Performance Measures for Improving Quality of Care and Delivery System Reform. 
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Chapter 4: Mental Health and 
Substance Use Disorder Treatment 
Mental Health and Substance Use Disorder 
Treatment includes health insurance company 
activities to identify, engage and provide treatment to 
those with mental health conditions and substance 
use disorders, and ensure that they are provided with 
timely and effective care that is integrated with their 
general health care needs. 

This chapter on Mental Health and Substance Use 
Disorder Treatment is organized as follows: 

Section 1. Qualified Health Plan Experience 

Section 2. Health Plan Measures Reported to the 
Marketplace Quality Rating System 

Section 3. Implications for the Future 

Section 1. Qualified Health Plan 
Experience 
Qualified Health Plan Experience presents 
performance data reported by insurers for contract 
requirements and includes assessments and 
observations by Covered California. Covered 
California recognizes the critical importance of 
mental health and substance use disorder treatment, 
collectively “behavioral health services,” in improving 
health outcomes and reducing costs. Consistent with 
the ACA’s expansion of mental health and substance 
use disorder services and promotion of integrating 
these services into mainstream health care, Covered 
California requires insurers to report progress on: 

1. Making behavioral health services available 
to enrollees; 

2. Integrating behavioral health services with 
medical services; and 

3. Reporting the percent of enrollees cared for 
in an integrated behavioral health model. 

In the absence of an established best practice for 
integrating medical and behavioral health services in 
2016, the current contract requirements largely focus 
on gathering qualitative information about health 
insurance company strategies. Covered California 
has summarized strategies reported by insurers but 

• For the adult behavioral health 
measures, there is wide variation in 
performance among the plans over the 
past four years with most health plans 
performing poorly. For two of three 
priority measures in 2019, six or more 
plans performed below the 25th 

percentile. For each of the three 
measures, only one plan performed at 
or above the 90th percentile nationally. 
Covered California is actively engaging 
with insurers on how to improve in 
these areas. 

• To promote access to and availability 
of behavioral health services, insurers 
report a range of activities, including 
increasing provider capacity, 
implementing telehealth services, and 
adopting new CPT codes that support 
care collaboration. 

• Insurers are pursuing a broad 
spectrum of behavioral health 
integration efforts, including co-location 
of services, increased coordination 
with carve-out vendors, and embedded 
behavioral health staff in primary care 
clinics. 

• The percent of enrollees cared for 
under an integrated behavioral health 
model appears to have increased 
between 2015 and 2018. 
Requirements for future reporting are 
being revised to better support tracking 
and trending of behavioral health 
integration. 

• Covered California is exploring how 
best to use patient-reported outcome 
measures to track improvement in 
behavioral health care. Monitoring 
outcomes for behavioral health is a 
major gap in assessing performance of 
insurers and the delivery system. 

COVERED CALIFORNIA 34 



            
 

 

     

          
     

 
         

            
         

              
          

    
       

         
      

           
 

          
  

              
      

        
       

          
      
     

         
         
  

            
          

          
          

       
          

          
   

 

  

                                                 
 

                      

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
ASSURING QUALITY CARE • CHAPTER 4 

notes that these qualitative descriptions will benefit from standardized definitions to better quantify 
adoption in future reporting. 

Promoting Availability of Behavioral Health Services, 2015, 2017 and 201825 

The following are strategies one or more health insurance companies adopted to promote the 
availability of behavioral health services during 2015, 2017 and 2018: 

• Added a full-time Behavioral Health Medical Director to the physician leadership team; added 
mental health providers, psychiatrists (including with bilingual skills), and medical social workers 
to the provider network; 

• Increased access in the following ways: 
o Offered more appointments through expanded hours and expanded and improved 

facilities where mental health and wellness care is provided; 
o Allow enrollees to self-refer to behavioral health providers instead of requiring prior 

authorization; 
o Provided open access to free-standing network for professional and facility behavioral 

health providers; 
o Offered a telehealth program, with some offering a 24/7 program for behavioral health 

services, including programs to improve psychiatry access; 
o Annually monitored access through provider-to-member ratios, provider surveys, 

member experience surveys, grievances and appeals and HEDIS results; 
o Required underperforming providers to implement a corrective action plan; 
o Offered classes on behavioral health; and 
o Provided online patient portals. 

• Adopted Psychiatric Care Collaborative Current Procedural Terminology (CPT) codes to 
Physician Fee schedules and removed prior authorization requirements for behavioral health 
outpatient services; 

• Expanded opioid treatment and implemented a disease management program for depression; 
• Carve-out or subcontracted vendors educated primary care physicians about behavioral health 

services via hotlines, online toolkits, and provided access to Behavioral Health Integration 
specialists and Community Transition coordinators some of whom were also on the medical 
staff of physician organizations; and 

• Deployed an electronic care management program that provides virtual psychiatric support and 
financial incentives to improve care for patients with behavioral health issues, including 
screenings and online consultations. 

25 Data only available for plan year 2015 and plan years 2017-18. Covered California waived data collection for plan year 2016. 
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Integrating Behavioral Health Services with Primary Care, 2015, 2017 and 201826 

The following are strategies one or more health insurance companies engaged in to integrate 
behavioral health services with primary care during 2015, 2017 and 2018: 

• Developed a universal consent form to allow data sharing between primary care and behavioral 
health providers; 

• Primary care physicians and behavioral health providers coordinated care through the same 
medical record or through an e-management model that facilitated communication and 
electronic data sharing. Leveraged an integrated data warehouse (medical, behavioral health, 
pharmacy, etc.) to identify gaps in care and at-risk members for interventions by case 
managers; 

• Primary care physicians referred directly to behavioral health case management programs for 
assistance with complex care patients; case management departments at the plan level helped 
facilitate referrals to medical groups or providers; outpatient behavioral health departments that 
were in the same physical location as primary care, pharmacy, and specialty services helped 
facilitated primary care physician referrals and team-based care; 

• Implemented a “Feedback-Informed Care” model which involves soliciting an enrollee’s 
feedback about the therapy process and allowing them to direct their care; 

• Implemented a pay-for-performance program that connected primary care physicians with 
behavioral health providers to coordinate on referrals and care coordination; 

• Integrated behavioral health with providers participating in Accountable Care Organization 
(ACO) models; 

• Worked with a health system to integrate psychiatrists within primary care clinics; 
• Provided care management following discharge from an inpatient setting; 
• Implemented a co-management strategy that involves integrated clinical rounds between 

medical and behavioral health teams; and 
• Managed behavioral health needs through carve-out vendors or delegated providers as follows: 

o Enhanced coordination of behavioral and physical health care through housing carve-out 
vendors onsite, monthly joint clinical rounds or weekly integration meetings with co-
located providers. 

o Carve-out vendors monitored outcomes, such as case management volume and 
engagement, utilization management trends, and quality of care issues. 

o Shared data with carve-out vendors to monitor drug interactions and compliance. 
o Held periodic meetings with delegated behavioral health providers to focus on a variety 

of topics, including data, best practices, communication and collaboration, referral 
processes, HEDIS measures performance, and CAHPS Experience of Care and Health 
Outcomes (ECHO) survey results. 

26 Data only available for plan year 2015 and plan years 2017-18. Covered California waived data collection for plan year 2016. 
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Enrollees Cared for in an Integrated Behavioral Health Model, 2015 and 201827 

Health insurance companies reported the percent of enrollees cared for in an integrated behavioral 
health model (IBHM) based on their respective definitions as current contract requirements do not 
include standard reporting on best practices implemented (e.g., use of unified care plans or patient 
registries). It is important to note that this measure also does not capture the range of health insurance 
company activities for behavioral health integration. As the percent of enrollees cared for in an IBHM is 
a quantitative measure, the following numbers should be viewed with caution since (1) there has not 
been a standard definition for an IBHM and (2) insurers reported incomplete data and Covered 
California observed year-to-year inconsistencies. 

In 2015, 2 percent of Covered California enrollees were cared for in an IBHM; with individual insurers 
ranging from 0 to 6 percent.28 Based on incomplete numbers for 2018, enrollees cared for in an IBHM 
model appears to have increased to 11 percent, with reporting insurers ranging from 0 to 34 percent. 
Given the challenges observed to date, requirements for future reporting will be based on standardized 
best practices to support tracking and trending adoption of behavioral health integration. 

Section 2. Health Plan Measures Reported to the Marketplace Quality 
Rating System 
Health Plan Measures Reported to the Marketplace Quality Rating System detail health plan 
performance on Healthcare Effectiveness Data Information Set (HEDIS) and Consumer Assessment of 
Healthcare Providers and Systems (CAHPS) measures reported to the Centers for Medicaid and 
Medicare Services’ Quality Rating System (QRS). These standard performance measures are a key 
mechanism used by Covered California for health plan oversight and accountability. To more sharply 
focus health plan accountability efforts, Covered California examined over 40 measures used by QRS 
and is proposing to prioritize a subset of 13 measures. 

The following tables display the priority measures for Mental Health and Substance Use Disorder 
Treatment in the QRS measure set (with one additional measure detailed in Appendix 2: Additional 
Health Plan Measures Reported to the Quality Rating System) and include the Covered California 
weighted average, highest and lowest performing plans, plan-specific performance, as well as national 
percentiles for all Marketplace plans: 

1. Antidepressant Medication Management (Table 16) 
2. Follow Up After Hospitalization for Mental Illness (Table 17) 
3. Initiation and Engagement of Alcohol and Other Drug Abuse or Dependence Treatment (Table 

18) 

See Appendix 2: Additional Health Plan Measures Reported to the Quality Rating System, for one 
additional QRS measure that pertains to Mental Health and Substance Use Disorder Treatment: Follow 
Up Care for Children Prescribed ADHD Medication (ADD) (Table A9). Covered California is evaluating 

27 Data only available for plan year 2015 and plan years 2017-18. Covered California waived data collection for plan year 2016. 
28 Data only available for plan years 2015 and 2018. Covered California waived data collection for plan year 2016 and 2017. 
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available behavioral health measures for children as part of its work in finding the right measures for 
subpopulations. 

Appendix 2 also describes how to interpret the display of the measures. 

For the priority adult behavioral health measures, there is wide variation in performance among the 
health plans over the past four years with most plans performing poorly. For two of three priority 
measures in 2019 (Antidepressant Medication Management and Initiation and Engagement of Alcohol 
and Other Drug Abuse or Dependence Treatment), six or more plans performed below the 25th 

percentile. For each of the three measures, only one plan performed at or above the 90th percentile 
nationally. 

Covered California recognizes that there are additional behavioral health measures, such as Utilization 
of the Patient Health Questionnaire-9 to Monitor Depression Symptoms for Adolescents and Adults, 
that use clinical data to monitor patients at the time of diagnosis and outcomes over time and therefore 
better represent the quality of care for depression. However, slow progress has been made in California 
in collecting clinical or patient reported outcome measures through 2018. Until most health insurance 
companies are collecting clinical data-based measures, Covered California must rely on the existing 
behavioral health measures. 
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Antidepressant Medication Management 
The Antidepressant Medication Management measure is the percentage of members 18 years of age 
and older who were treated with antidepressant medication, had a diagnosis of major depression and 
who remained on an antidepressant medication treatment. 

1. Effective Acute Phase Treatment: The percentage of members who remained on an 
antidepressant medication for at least 84 days (12 weeks). 

2. Effective Continuation Phase Treatment: The percentage of members who remained on an 
antidepressant medication for at least 180 days (6 months). 

Table 16. Antidepressant Medication Management for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 72 + 73 + 73 + 1% 16,366 1 

Plans at 50th to 90th 
Percentile MN-S 63 to 72 63 to 73 64 to 73 37% 495,018 2 

Plans at 25th to 50th 
Percentile MN-S 58 to 63 57 to 63 59 to 64 10% 138,670 3 

Plans Below 25th Percentile MN-S Below 58 Below 57 Below 59 52% 695,176 6 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 68 78 84 

Covered CA Weighted 
Average 57 60 61 

Covered CA Lowest 
Performer 43 36 43 

Covered California Plan-Specific Performance 
Anthem HMO 50 
Anthem PPO 52 
Anthem EPO 53 52 5% 64,031 
Blue Shield HMO 66 60 7% 93,322 
Blue Shield PPO 53 53 56 25% 335,176 
CCHP HMO 56 36 43 1% 10,013 
Health Net HMO 51 55 53 11% 145,183 
Health Net EPO 65 
Health Net PPO 
Kaiser Permanente HMO 68 69 69 36% 477,683 
LA Care HMO 61 54 56 6% 84,750 
Molina Healthcare HMO 43 45 51 4% 56,023 
Oscar Health Plan EPO 78 62 3% 35,962 
Sharp Health Plan HMO 67 77 67 1% 17,335 
Valley Health Plan HMO 84 1% 16,366 
Western Health Advantage 
HMO 57 46 61 1% 9,386 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Follow Up After Hospitalization for Mental Illness 
The Follow Up After Hospitalization for Mental Illness measure is the percentage of discharges for 
members 6 years of age and older who were hospitalized for treatment of selected mental illness and 
who had a follow-up visit with a mental health practitioner within 7 days after discharge. 

Table 17. Follow Up After Hospitalization for Mental Illness for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 67 + 67 + 64 + 59 + 39% 477,683 1 

Plans at 50th to 90th 
Percentile 48 to 67 48 to 67 41 to 64 38 to 59 39% 480,359 2 

Plans at 25th to 50th 
Percentile 38 to 48 38 to 48 31 to 41 29 to 38 9% 110,657 2 

Plans Below 25th Percentile Below 38 Below 38 Below 31 Below 29 12% 148,781 2 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 75 79 73 72 

Covered CA Weighted 
Average 56 60 53 50 

Covered CA Lowest 
Performer 38 30 28 26 

Covered California Plan-Specific Performance 
Anthem HMO 51 48 

Anthem PPO 43 44 

Anthem EPO 39 27 5% 64,031 

Blue Shield HMO 30 8% 93,322 

Blue Shield PPO 56 55 42 38 28% 335,176 

CCHP HMO 

Health Net HMO 38 30 35 40 12% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 75 79 73 72 39% 477,683 

LA Care HMO 26 7% 84,750 

Molina Healthcare HMO 28 

Oscar Health Plan EPO 

Sharp Health Plan HMO 70 65 57 35 1% 17,335 

Valley Health Plan HMO 
Western Health Advantage 
HMO 
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Initiation and Engagement of Alcohol and Other Drug Abuse or Dependence Treatment 
The Initiation and Engagement of Alcohol and Other Drug Abuse or Dependence Treatment (IET) 
measure is the percentage of adolescent and adult members with a new episode of alcohol or other 
drug (AOD) dependence who received the following: 

1. Initiation of AOD Treatment: The percentage of members who initiate treatment through an 
inpatient AOD admission, outpatient visit, intensive outpatient encounter or partial 
hospitalization, telehealth or medication treatment within 14 days of the diagnosis. 

2. Engagement of AOD Treatment: The percentage of members who initiated treatment and who 
had two or more additional AOD services or medication treatment within 34 days of the initiation 
visit. 

Table 18. Initiation and Engagement of Alcohol and Other Drug Abuse or Dependence Treatment for 
Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number of 
Plans 

Plans at 90th Percentile and 
Above 28 + 30 + 31 + 32 + 36% 477,683 1 

Plans at 50th to 90th Percentile 21 to 28 21 to 30 23 to 31 24 to 32 0% - 0 

Plans at 25th to 50th Percentile 18 to 21 18 to 21 19 to 23 19 to 24 36% 490,372 3 

Plans Below 25th Percentile Below 18 Below 18 Below 19 Below 19 28% 377,175 8 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 33 33 33 34 

Covered CA Weighted Average 21 23 26 25 

Covered CA Lowest Performer 12 6 12 16 

Covered California Plan-Specific Performance 

Anthem HMO 17 18 

Anthem PPO 19 20 

Anthem EPO 20 18 5% 64,031 

Blue Shield HMO 21 18 7% 93,322 

Blue Shield PPO 19 19 29 23 25% 335,176 

CCHP HMO 14 21 17 22 1% 10,013 

Health Net HMO 12 14 14 20 11% 145,183 

Health Net EPO 12 23 

Health Net PPO 

Kaiser Permanente HMO 33 33 33 34 36% 477,683 

LA Care HMO 20 24 12 19 6% 84,750 

Molina Healthcare HMO 13 24 21 17 4% 56,023 

Oscar Health Plan EPO 18 18 3% 35,962 

Sharp Health Plan HMO 12 17 18 17 1% 17,335 

Valley Health Plan HMO 19 18 1% 16,366 
Western Health Advantage 
HMO 14 6 15 16 1% 9,386 
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Section 3. Implications for the Future 
Covered California included reporting requirements related to mental health and substance use 
disorder treatment services because of the significant unmet needs of enrollees and the increasing 
evidence that integrating primary care and behavioral health services improves health outcomes and 
delivers a return on investment by reducing downstream health care costs. Several models including 
collaborative care, co-location and telehealth have demonstrated success.29 

While insurers report a wide array of approaches to promoting the availability of behavioral health 
services and the integration of behavioral health services with primary care, it is difficult to measure if 
these efforts are translating to better behavioral health care or outcomes for consumers. Covered 
California is determining how to promote better measurement and accountability in this area which may 
involve standardized definitions and use of best practices to support tracking and trending of available 
services and adoption of behavioral health integration. 

For measures of behavioral health quality, the main observation from the reporting over the past four 
years is that there is wide variation among the plans and while some scores reflect high percentile 
ranking, for many measures there are multiple health plans that are performing poorly compared to 
national benchmark data. For the priority adult behavioral health measures, there is wide variation in 
performance among the health plans over the past four years with most plans performing poorly. For 
two of three priority measures in 2019 (Antidepressant Medication Management and Initiation and 
Engagement of Alcohol and Other Drug Abuse or Dependence Treatment), six or more plans 
performed below the 25th percentile. For each of the three measures, only one plan performed at or 
above the 90th percentile nationally. This is concerning and warrants further concerted efforts from both 
Covered California and its contracted health plans to address. Covered California is engaging with 
health plans on adopting best practices for behavioral health care and developing strategies to improve 
their performance on these behavioral health measures. 

Covered California is also seeking to improve behavioral health measurement. The current HEDIS 
behavioral health measures in the QRS measure set should be replaced or updated. None assess 
behavioral health status or outcomes making performance assessment of health insurance companies 
and the delivery system difficult. Covered California is exploring how best to use patient-reported 
outcome measures for behavioral health. One promising measure is the use of the Patient Health 
Questionnaire-9 (PHQ-9) because it can be used to both identify patients with depression symptoms 
and monitor their outcomes over time. However, slow progress has been made in California because 
this measure relies on collecting clinical data. 

There is significant opportunity for collaboration on spreading integrated behavioral health models and 
collecting clinical data through statewide collaboratives including the Integrated Healthcare Association 
and California Quality Collaborative. 

29 The most current best evidence is documented in Chapter 3, Mental Health and Substance Use Disorder Treatment, of a companion 
Covered California report, Current Best Evidence and Performance Measures for Improving Quality of Care and Delivery System Reform. 
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Chapter 5: Acute, Chronic and Other 
Conditions 
Acute, Chronic and Other Conditions entails 
health insurance companies actively managing 
care for enrollees with acute conditions, which is 
defined as an illness or disease that is short-term 
and lasts typically a few days to weeks (such as 
an infection, an injury or the misuse of 
medications), chronic conditions, which typically 
develop slowly over time and last months to years 
(such as diabetes, most cancers, cardiovascular 
disease, and infectious diseases like Human 
Immunodeficiency Virus) and other conditions 
that are temporary, such as pregnancy or 
gestational diabetes. 

In addition, this chapter, Acute, Chronic and 
Other Conditions, encompasses subpopulations 
covered in subject chapters of this report: 
Chapter 4: Mental Health and Substance Use 
Disorder Treatment; Chapter 6: Complex Care; 
Chapter 7: Promotion of Effective Primary Care; 
and Chapter 10: Appropriate Interventions. 

This chapter on Acute, Chronic, and Other 
Conditions is organized as follows: 

Section 1. Health Plan Measures Reported to the 
Marketplace Quality Rating System 

Section 2. Implications for the Future 

Section 1. Health Plan Measures 
Reported to the Marketplace Quality 
Rating System 

Highlights 

• For the measures related to care for 
chronic conditions, there is wide variation 
among plans, with Kaiser Permanente and 
Sharp Health Plan being among the 90th 

percentile nationally, while other plans 
have a range of scores. The ability of 
these integrated delivery systems to 
achieve such positive results is a clear 
indicator of what is possible with well-
coordinated and integrated care. Covered 
California is assessing what factors 
contribute to better performance among 
non-integrated systems and how this 
performance can be replicated across 
California. 

• Enrollee satisfaction with their health plan 
and care is comparable to nationwide 
results for most Covered California plans. 
However, compared to the nation, 
enrollees report less favorably about their 
access to care and how well their care is 
coordinated. For these two priority CAHPS 
Measures, Access to Care and Care 
Coordination, most plans’ scores cluster 
around the national 50th percentile or 
below the 25th percentile. CAHPS results 
for marketplace plans nationwide are 
highly compressed with only a few points 
difference among percentile and all results 
are relatively high compared to other 
measures. 

As described in previous chapters, one key mechanism used by Covered California for health 
insurance company oversight and accountability is public reporting of global and individual health plan 
quality performance measures to the Centers for Medicaid and Medicare Services’ Marketplace Quality 
Rating System (QRS). To more sharply focus health plan accountability efforts, Covered California 
examined over 40 measures used by QRS and is proposing to prioritize a subset of 13 measures. 

The following tables display the priority measures for Acute, Chronic and Other Condition measures in 
the QRS measure set (with 11 additional measures detailed in Appendix 2: Additional Health Plan 
Measures Reported to the Quality Rating System) and include the Covered California weighted 
average, highest and lowest performing plans, plan-specific performance, as well as national 
percentiles for all Marketplace plans: 

1. Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Control (<8.0%) (Table 19) 

COVERED CALIFORNIA 43 



            
 

 

     

       
      
     
     

             
           

         
        
         
         
        
         
            
         
          
              
             

          

             
              

               
             

          
      

           
             

            
             
            

                   
                
            

                
             

                                                 
 

                            
             

    

                     
          

     

 

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
ASSURING QUALITY CARE • CHAPTER 5 

2. Controlling High Blood Pressure (Table 20) 
3. Plan All-Cause Readmissions (Table 21) 
4. Access to Care (Table 22) 
5. Care Coordination (Table 23) 

See Appendix 2: Additional Health Plan Measures Reported to the Quality Rating System, for the 11 
additional QRS measures that pertain to Acute, Chronic and Other Conditions: 

6. Proportion of Days Covered (RAS Antagonists) (Table A10) 
7. Proportion of Days Covered (Statins) (Table A11) 
8. Proportion of Day Covered (Diabetes All Class) (Table A12) 
9. Comprehensive Diabetes Care: Eye Exam (Retinal) Performed (Table A13) 
10. Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Testing (Table A14) 
11. Comprehensive Diabetes Care: Medical Attention for Nephropathy (Table A15) 
12. Medication Management for People with Asthma (75% of Treatment Period) (Table A16) 
13. Prenatal and Postpartum Care (Postpartum Care) (Table A17) 
14. Prenatal and Postpartum Care (Timeliness of Prenatal Care) (Table A18) 
15. Well-Child Visits in the First 15 Months of Life (6 or More Visits) (Table A19) 
16. Well-Child Visits in the Third, Fourth, Fifth, and Sixth Years of Life (Table A20) 

Appendix 2 also describes how to interpret the display of the measures. 

For the measures related to care for chronic conditions, there is wide variation among plans, with 
Kaiser Permanente and Sharp Health Plan being among the 90th percentile nationally, while other plans 
have a range of scores. The ability of these integrated delivery systems to achieve such positive results 
is a clear indicator of what is possible with well-coordinated and integrated care. Covered California is 
assessing what factors contribute to better performance among non-integrated systems and how this 
performance can be replicated across California. 

The wide variation in performance is particularly meaningful for measures related to managing diabetes 
and hypertension that target the opportunities to improve the morbidity and mortality attributable to 
these conditions. Better performance on these indicators means there would be fewer adverse events 
and more lives saved. A 1 percent reduction in HbA1c reduces diabetes-related deaths by 21 percent 
and myocardial infarctions (heart attacks) by 14 percent.30 For every 10 percent reduction in 
HbA1c (e.g., 10 to 9 or 9 to 8) the risk of progression to blindness fell 44 percent, progression to kidney 
failure fell 25 percent, and loss of sensation in the feet by 30 percent.31 Another study estimated the 
effect of having all health plans nationally achieve the 90th percentile on measures focused on diabetes 
and cardiovascular disease found it would result in 2.3 million fewer heart attacks (a reduction of 22 
percent), 800,000 fewer strokes (a reduction of 12 percent) as well as reduced incidence of several 

30 Stratton, I. M., Adler, A. I., Neil, H. A., Matthews, D. R., Manley, S. E., Cull, C. A., … Holman, R. R. (2000). Association of glycaemia with 
macrovascular and microvascular complications of type 2 diabetes (UKPDS 35): prospective observational study. BMJ (Clinical research 
ed.), 321(7258), 405–412. doi:10.1136/bmj.321.7258.405 

31 Nathan, D. M., Bayless, M., Cleary, P., Genuth, S., Gubitosi-Klug, R., Lachin, J. M., … DCCT/EDIC Research Group (2013). Diabetes 
control and complications trial/epidemiology of diabetes interventions and complications study at 30 years: advances and 
contributions. Diabetes, 62(12), 3976–3986. doi:10.2337/db13-1093 
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other less common complications over a ten year period.32 The researchers estimated approximately 
4.9 million years of life would have been saved during this same period. 

Covered California health insurers generally have worse scores than the rest of the nation on the 
Access to Care and Care Coordination measures, with the majority of insurers below the 25th percentile 
and none above the 50th. It is important to note that the CAHPS results for marketplace plans 
nationwide are highly compressed with only a few points difference among each percentile and all 
results are relatively high compared to other measures. Also, California’s demographic diversity 
includes greater numbers of people in race/ethnicity groups who tend to give plans lower scores. This 
suggests insurers may not meet the needs of all groups equally. Covered California sees these 
enrollee-experience scores as reason for both concern and future research. Covered California is 
working with its health insurance companies to assure improvement in these areas and is seeking to 
expand the number and sources of measures that can best assess consumers’ experience in access to 
care, care coordination and other important quality domains. 

32 Note these estimates are from a 2008 study based on the Archimedes simulation model. At the time, impacts were modeled for the U.S. 
population of 210 million adults ages 18-85 over a ten-year period, 1995-2005: Eddy, D. M., Pawlson, L. G., Schaaf, D. 
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Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Control (<8.0%) 
The Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Control measure is the percentage of 
members 18–75 years of age with diabetes (type 1 and type 2) whose most recent HbA1c level was 
less than 8 percent. 

Table 19. Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Control (<8.0%) for Covered California 
Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 67 + 67 + 69 + 68 + 37% 495,018 2 

Plans at 50th to 90th 
Percentile 56 to 67 58 to 67 59 to 69 58 to 68 43% 582,871 5 

Plans at 25th to 50th 
Percentile 46 to 56 48 to 58 50 to 59 52 to 58 17% 223,389 4 

Plans Below 25th Percentile Below 46 Below 48 Below 50 Below 52 3% 45,348 2 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 75 70 73 72 

Covered CA Weighted 
Average 58 60 63 64 

Covered CA Lowest 
Performer 38 47 52 49 

Covered California Plan-Specific Performance 
Anthem HMO 61 60 

Anthem PPO 56 61 

Anthem EPO 62 57 5% 64,031 

Blue Shield HMO 47 48 59 56 7% 93,322 

Blue Shield PPO 53 55 56 64 25% 335,176 

CCHP HMO 65 60 73 57 1% 10,013 

Health Net HMO 63 58 65 58 11% 145,183 

Health Net EPO 62 68 63 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 68 70 71 70 35% 477,683 

LA Care HMO 39 54 62 62 6% 84,750 

Molina Healthcare HMO 38 47 52 58 4% 56,023 

Oscar Health Plan EPO 57 50 3% 35,962 

Sharp Health Plan HMO 75 70 71 72 1% 17,335 

Valley Health Plan HMO 60 58 59 60 1% 16,366 
Western Health Advantage 
HMO 69 61 64 49 1% 9,386 
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Controlling High Blood Pressure 
The Controlling High Blood Pressure measure is the percentage of members 18–85 years of age who 
had a diagnosis of hypertension and whose blood pressure was adequately controlled. 

Table 20. Controlling High Blood Pressure for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and Above 76 + 76 + 77 + 75 + 35% 477,683 1 

Plans at 50th to 90th Percentile 58 to 76 59 to 76 61 to 77 62 to 75 20% 273,647 5 

Plans at 25th to 50th Percentile 49 to 58 47 to 59 49 to 61 54 to 62 37% 495,303 5 

Plans Below 25th Percentile Below 49 Below 47 Below 49 Below 54 7% 99,993 2 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 85 86 82 81 

Covered CA Weighted Average 63 63 66 66 

Covered CA Lowest Performer 49 43 43 44 
Covered California Plan-Specific Performance 

Anthem HMO 51 56 

Anthem PPO 55 61 

Anthem EPO 62 45 5% 64,031 

Blue Shield HMO 61 7% 93,322 

Blue Shield PPO 57 43 52 56 25% 335,176 

CCHP HMO 72 73 62 68 1% 10,013 

Health Net HMO 57 61 63 63 11% 145,183 

Health Net EPO 49 54 59 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 85 86 82 81 35% 477,683 

LA Care HMO 50 59 56 68 6% 84,750 

Molina Healthcare HMO 49 51 43 58 4% 56,023 

Oscar Health Plan EPO 54 44 3% 35,962 

Sharp Health Plan HMO 75 72 81 74 1% 17,335 

Valley Health Plan HMO 59 64 68 64 1% 16,366 

Western Health Advantage HMO 61 64 66 58 1% 9,386 
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Plan All-Cause Readmissions 
The Plan All-Cause Readmissions measure is a ratio that compares the number of acute inpatient 
stays for members 18–64 years of age that were followed by an unplanned acute readmission for any 
diagnosis within 30 days to the predicted number of acute readmissions.33 This measure compares the 
actual readmission rate of a health plan to the expected admission rate. If the actual readmission rate is 
lower than the expected readmission rate, the plan is performing better at reducing readmissions than 
expected and the plan would have a measure value less than 100. A plan can have a measure value 
above 100 if their observed rate was greater than their expected rate meaning their performance was 
worse than expected. A lower rate indicates better performance. 

Table 21. Plan All-Cause Readmissions for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number of 
Plans 

Plans at 90th Percentile and 
Above M-NS <= 58 <= 53 <= 52 1% 17,335 1 

Plans at 50th to 90th Percentile M-NS 78 to 58 76 to 53 71 to 52 54% 693,735 5 

Plans at 25th to 50th Percentile M-NS 88 to 78 86 to 76 77 to 71 37% 477,683 1 

Plans Below 25th Percentile M-NS Above 88 Above 86 Above 77 7% 94,136 2 

Covered California High/Average/Low Performers 
Covered CA Highest Performer 59 17 66 52 

Covered CA Weighted Average 86 80 74 71 

Covered CA Lowest Performer 163 119 86 95 

Covered California Plan-Specific Performance 
Anthem HMO 95 91 
Anthem PPO 82 80 
Anthem EPO 74 71 5% 64,031 
Blue Shield HMO 68 7% 93,322 
Blue Shield PPO 94 76 86 70 26% 335,176 
CCHP HMO 163 17 
Health Net HMO 74 77 71 71 11% 145,183 
Health Net EPO 
Health Net PPO 
Kaiser Permanente HMO 88 84 68 73 37% 477,683 
LA Care HMO 59 119 72 80 7% 84,750 
Molina Healthcare HMO 65 82 66 55 4% 56,023 
Oscar Health Plan EPO 
Sharp Health Plan HMO 75 56 67 52 1% 17,335 
Valley Health Plan HMO 115 
Western Health Advantage HMO 103 76 95 1% 9,386 

33 The observed to expected readmission rates are multiplied by 100 to convert to whole numbers. 
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*M-NS: This measure was not used in determining the overall QRS rating in 2016. 

Access to Care 
The Access to Care measure is based on four 2019 QHP Enrollee Survey questions about enrollee’s 
experience of receiving care: 

1. In the last 6 months, when you needed care right away, in an emergency room, doctor’s office, or 
clinic, how often did you get care as soon as you needed? 

2. In the last 6 months, how often did you get an appointment for a check-up or routine care at a 
doctor’s office or clinic as soon as you needed? 

3. In the last 6 months, how often was it easy to get the care, tests, or treatment you needed? 
4. In the last 6 months, how often did you get an appointment to see a specialist as soon as you 

needed? 

Table 22. Access to Care for Covered California Enrollees 

2016 2017 2018 2019 

US 

Benchmark 

US 

Benchmark 

US 

Benchmark 

US 

Benchmark 

Percent of 

Enrollees 

Number of 

Enrollees 

Number of 

Plans 

Plans at 90th Percentile and 
Above 81 + 82 + 84 + 80 + 0% - 0 

Plans at 50th to 90th Percentile 76 to 81 77 to 82 80 to 84 75 to 80 0% - 0 

Plans at 25th to 50th Percentile 72 to 76 74 to 77 77 to 80 72 to 75 62% 839,580 4 

Plans Below 25th Percentile Below 72 Below 74 Below 77 Below 72 38% 505,650 8 

Covered California High/Average/Low Performers 
Covered CA Highest Performer 78 79 81 75 

Covered CA Weighted Average 70 71 77 72 

Covered CA Lowest Performer 56 60 67 57 

Covered California Plan-Specific Performance 
Anthem HMO 62 61 

Anthem PPO 66 72 

Anthem EPO 77 69 5% 64,031 

Blue Shield HMO 71 7% 93,322 

Blue Shield PPO 70 71 79 73 25% 335,176 

CCHP HMO 62 65 67 67 1% 10,013 

Health Net HMO 65 65 69 66 11% 145,183 

Health Net EPO 74 

Health Net PPO 

Kaiser Permanente HMO 78 77 81 75 36% 477,683 

LA Care HMO 73 72 67 67 6% 84,750 

Molina Healthcare HMO 59 60 69 68 4% 56,023 

Oscar Health Plan EPO 77 71 3% 35,962 

Sharp Health Plan HMO 76 79 74 73 1% 17,335 

Valley Health Plan HMO 56 65 70 57 1% 16,366 
Western Health Advantage 
HMO 74 79 79 73 1% 9,386 
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Care Coordination 
The Care Coordination measure is based on six 2019 QHP Enrollee Survey questions about enrollee’s 
experience of receiving care: 

1. When you visited your personal doctor for a scheduled appointment in the last 6 months, how often 
did he or she have your medical records or other information about your care? 

2. In the last 6 months, when your personal doctor ordered a blood test, x-ray, or other test for you, 
how often did someone from your personal doctor’s office follow up to give you those results? 

3. In the last 6 months, when your personal doctor ordered a blood test, x-ray, or other test for you, 
how often did you get those results as soon as you needed them? 

4. In the last 6 months, how often did your personal doctor seem informed and up-to-date about the 
care you got from specialists? 

5. In the last 6 months, how often did you and your personal doctor talk about all the prescription 
medicines you were taking? 

6. In the last 6 months, did you get the help that you needed from your personal doctor’s office to 
manage your care among these different providers and services? 

Table 23. Care Coordination for Covered California Enrollees 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 88 + 89 + 88 + 87 + 0% - 0 

Plans at 50th to 90th Percentile 84 to 88 85 to 89 85 to 88 83 to 87 0% - 0 

Plans at 25th to 50th Percentile 82 to 84 82 to 85 83 to 85 81 to 83 3% 35,962 1 

Plans Below 25th Percentile Below 82 Below 82 Below 83 Below 81 97% 1,309,268 11 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 85 88 86 83 
Covered CA Weighted Average 81 81 83 79 
Covered CA Lowest Performer 74 76 74 73 

Covered California Plan-Specific Performance 
Anthem HMO 76 

Anthem PPO 81 81 

Anthem EPO 79 5% 64,031 

Blue Shield HMO 81 7% 93,322 

Blue Shield PPO 81 82 84 81 25% 335,176 

CCHP HMO 76 77 77 80 1% 10,013 

Health Net HMO 76 78 79 76 11% 145,183 

Health Net EPO 84 

Health Net PPO 
Kaiser Permanente HMO 85 83 85 80 36% 477,683 

LA Care HMO 81 83 78 77 6% 84,750 

Molina Healthcare HMO 74 77 74 78 4% 56,023 

Oscar Health Plan EPO 80 83 3% 35,962 

Sharp Health Plan HMO 84 88 85 79 1% 17,335 

Valley Health Plan HMO 79 79 79 73 1% 16,366 

Western Health Advantage HMO 84 81 86 81 1% 9,386 
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Section 2. Implications for the Future 
For these health plan measures for addressing chronic illnesses, the main observation from the 
reporting over the past four years is that there is wide variation among the plans. Kaiser Permanente 
and Sharp Health Plan frequently report providing services or getting results that are in the top 90th 

percentile in the nation, while other plans have lower scores – ranging from the 25th to just above the 
50th percentile. The wide variation in performance is particularly meaningful for measures related to 
managing diabetes and hypertension that do a remarkable job of targeting the opportunities to improve 
the morbidity and mortality attributable to those conditions. Improvement in performance across all 
California plans would be potentially life-saving and clinically meaningful for hundreds of thousands of 
Californians. 

The ability of integrated delivery systems to achieve such positive results is a clear indicator of what is 
possible with well-coordinated and integrated care. Covered California is assessing what factors 
contribute to better performance among non-integrated systems and how this performance can be 
replicated across California. 

Covered California identified four priority CAHPS measures. For two of these measures — overall 
satisfaction with care and with their health plan — most Covered California health plans perform above 
the 50th percentile compared to national marketplace plans (see Chapter 2: Individualized, Equitable 
Care). It is concerning that 8 health plans score below the 25th percentile on members' Access to Care 
and that 11 health plans score below the 25th percentile for Care Coordination. It is important to note 
that the CAHPS results for marketplace plans nationwide are highly compressed with only a few points 
difference among each percentile and all results are relatively high compared to other measures. 
Covered California sees these enrollee-experience scores as reason for both concern and future 
research and is working with its health insurance companies to assure improvement in these areas. 
Covered California is also seeking to expand the number and sources of measures that can best 
assess consumers’ experience in access to care, care coordination and other important quality 
domains. 
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Chapter 6: Complex Care 
Complex Care involves effectively managing very 
complex conditions for individuals that require a 
multitude of specialty, high-cost treatments – such 
as rare cancers or transplants – or require end of life 
care. These individuals need to be managed 
effectively, provided well-coordinated care, or be 
seen in very specialized settings. 

This chapter on Complex Care presents 
performance data reported by health insurance 
companies for contract requirements and includes 
assessments and observations by Covered 
California. This chapter is organized as follows: 

Section 1. Qualified Health Plan Experience 

Section 2. Implications for the Future 

Section 1: Qualified Health Plan 
Experience 
Qualified Health Plan Experience presents 
performance data reported by health insurance 
companies for contract requirements and includes 
assessments and observations by Covered 
California. The current contract requirements for 
Complex Care largely focus on health plan 
processes for effectively managing at-risk enrollees 
with complex conditions, defined as: “clinical 
conditions that are of a complex nature that typically 
involve ongoing case management support from 
appropriately trained clinical staff. Frequently, 
individuals have multiple chronic clinical conditions 
that complicate management (“polychronic”) or may 
have a complex, infrequent specialty condition that 
requires specialized expertise for optimal 
management.”34 

It has been shown that when high-risk enrollees are 
identified early, they are most likely to benefit from 

• All insurers leverage medical and 
pharmacy claims as well as 
demographic information to identify 
high-cost or high-risk patients for 
various care and case management 
support, but there is no consistent 
measurement of the efficacy of their 
efforts, primarily due to the lack of 
standard population identification or 
quality measures for complex care. 

• All insurers contracted with Centers of 
Excellence (COE), with the most 
common treatments being cancer care 
and bariatric surgery. Identification and 
performance measurement for COEs is 
not standardized. 

• Only one insurer had a formal steerage 
program for transplants while most 
insurers promote their COEs by relying 
on member interactions with the 
service center or care management 
team. 

• Most health plans offered Health Risk 
Assessments (HRAs) to determine 
enrollee health status on a voluntary 
basis, but completion rates are very 
low. 

• A large-scale effort to support at-risk 
enrollees in effective coverage 
transitions coordinated by Covered 
California and insurers occurred when 
Anthem exited multiple rating regions 
in 2018, affecting nearly 137,000 
consumers. 

34 See Glossary of Key Terms for Attachment 7 to Covered California 2017 Qualified Health Plan Contract: Quality, Network Management, 
and Delivery System Standards, and Improvement Strategy: https://hbex.coveredca.com/insurance-companies/PDFs/Attachment-7-
Amended-for-2019.pdf. 
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well-coordinated care. As such, Covered California has the following requirements for health plans to 
address complex care: 

1. Coordinating treatment for enrollees with conditions that required high specialized management, 
such as transplant patients, and the use of Centers of Excellence (COEs) for these enrollees; 

2. Collecting information to monitor enrollee health status; 
3. Tracking changes in health status and the use of health risk assessments; 
4. Supporting at-risk enrollees requiring transition; and 
5. Identification and services for at-risk enrollees. 

Centers of Excellence 
Health insurance companies are required to report on how enrollees with conditions that require highly 
specialized management, like transplant patients and burn patients, are managed by providers with 
documented special experience and proficiency based on volume and outcome data, such as Centers 
of Excellence (COEs). Centers of Excellence allow for complex care patients to be seen in very 
specialized settings, such as National Cancer Institute designated cancer centers. 

Although there are no standards for identifying COEs, described below are common themes discussed 
by insurers about the process for use and promotion of COEs to enrollees with specialized conditions, 
as well as the strategy for including COEs in each insurer’s network (see Table 24. Covered California 
Insurer Processes and Strategies for Use of Centers of Excellence, 2015, 2017 and 2018). All insurers 
contract with COEs but only one insurer has a formal steerage program to direct enrollees to COEs for 
transplants. Most health insurance companies promote COEs through enrollee interactions with their 
service centers or care management teams. Other insurers simply note that COEs are available in their 
Evidence of Coverage documents. 

Table 24. Covered California Insurer Processes and Strategies for Use of Centers of Excellence, 2015, 
2017 and 201835 

Process: Promotion of Centers of Excellence 
• Steered all members to transplant COEs and encouraged use of COEs for other conditions 
• Member services or concierge teams assisted members in locating designated facilities and managing 

benefit requirements and limitations 
• Care managers and medical directors drove appropriate use of these facilities 
• Did not actively promote or steer members; identified COEs in coverage documents 
Strategy: Basis for Inclusion in Network 
• Must meet or exceed a specific level of volume and outcomes while demonstrating adherence to industry 

standards; inclusion in network reviewed yearly 
• Only contracted with COEs when a specific highly-specialized method of care was not available in-network; 

established single case referrals with COEs for specific procedures 
• Stringent selection criteria for choosing COEs; only included in provider directory if contracted for long-term 

versus one-time arrangements 
• Used COEs for transplants approved by the Department of Health Care Services (DHCS) 
• No formal COEs, but network included specific hospitals for tertiary and transplant cases 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

35 Data only available for plan year 2015 and plan years 2017-18. Covered California waived data collection for plan year 2016. 
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All 11 health insurance companies provided enrollees’ access to at least two types of Centers of 
Excellence in 2018. Nine insurers provided access to at least one type of COE specializing in 
transplants, eight health plans offered a COE for cancer care, seven health plans offered a COE for 
bariatric surgery, and six plans offered a COE for burn care (see Table 25. Covered California 
Enrollees’ Access to Centers of Excellence for Specialized Conditions, 2015, 2017 and 2018). A lower 
number of health plans offered COEs for cardiac care and orthopedics (such as hip and knee surgery). 

Table 25. Covered California Enrollees’ Access to Centers of Excellence for Specialized Conditions, 2015, 
2017 and 201836 

Number of Health Plans 
2015 2017 2018 

Cancer 9 9 8 
Transplants 11 11 9 
Cardiac Care 3 3 4 
Bariatric Surgery 3 3 7 
Orthopedics 2 2 5 
Burn Care 7 7 6 

Note: Covered California did not specifically ask if health plans contract with COEs for cardiac care or orthopedics. Additional health plans 
may contract with COEs for these conditions. 
Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Collecting Information to Monitor Enrollee Health Status 
Health insurance companies are required to describe how they collect and report, at both the individual 
and aggregate levels, changes in enrollee health status. For example, reporting by insurers may 
include a comparative analysis of health status improvements across geographic regions and 
demographic groups. Health insurance companies are required to describe their process to monitor and 
track health status, which may include identifying individuals who show a decline in health status, and 
referral of such enrollees to care management programs. 

In 2018, eight insurers described a system for collecting data on enrollee health status (either a clinical 
system for determining health status or the use of a survey). All insurers leveraged medical and 
pharmacy claims as well as demographic information to identify high-cost or high-risk patients for 
various care and case management support. Integrated delivery systems, such as Kaiser Permanente 
and Sharp Health Plan, leveraged access to more clinical data, such as lab results. 

Health risk assessments (HRAs) can be used in concert with clinical data for predictive modeling for 
early intervention. HRAs are an important tool that can accurately stratify individuals with the highest 
risk because they capture both physical and behavioral health needs as well as social needs. 

36 Data only available for plan year 2015 and plan years 2017-18. Covered California waived data collection for plan year 2016. 
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Determining Enrollee Health Status and Use of Health Risk Assessments 
Health insurance companies are required to describe their capabilities in collecting information about 
enrollees’ health status and behaviors for health promotion and improved care management. If the 
insurer used health risk assessments to determine health status, the following requirements apply: 

1. The assessment must be offered in all threshold languages to enrollees over the age of 18, 
including those that have previously completed such an assessment; 

2. The assessment tool must adequately evaluate an enrollee’s current health status and provide a 
mechanism to conduct ongoing monitoring for future intervention(s); and 

3. Enrollees should be made aware at the beginning of the assessment about how information 
collected may be used, that they may opt in to receive information from the insurer, and that 
participation in the assessment is optional. 

Most insurers offered HRAs on a voluntary basis, but completion rates reported by insurers for 2018 
were very low. HRA completion rates ranged from 0 to 38 percent with 8 of the 11 insurers reporting 
under 6 percent completion. 

While HRA completion rates were low for the overall population, insurers had several activities and 
capabilities that supported HRAs and best evidence supports targeted HRA collection for at-risk 
individuals (see Table 26. Covered California Insurer Activities and Capabilities Supporting Health Risk 
Assessments, 2018).37 Most health insurance companies took multiple steps to address at-risk 
behaviors reported in an HRA. Eleven insurers generated a personalized report after completion which 
provided members specific actions they can take to lower their risk and directed them to a targeted 
intervention module. Three insurers auto-enrolled members into a disease management program and 
two allowed members the option to send assessment results to their physician. Given the lack of data, 
health insurance companies reported limited ability to proactively link enrollees with smoking cessation 
or weight management programs that they all offer. 

Table 26. Covered California Insurer Activities and Capabilities Supporting Health Risk Assessments, 
2018 

Number of 
Health Plans 

Addressing At-Risk Behaviors 
Personalized HRA report is generated after HRA completion that provides member-
specific risk modification actions based on responses 11 

Members are directed to targeted interactive intervention module for behavior change 
upon HRA completion 10 

At point of HRA response, risk-factor education is provided to member based on 
member-specific risk 6 

Case manager or health coach outreach call triggered via HRA results 8 
Member can update responses and track against previous responses 7 
Ongoing push messaging for self-care based on member's HRA results 6 
Member is automatically enrolled into a disease management or at-risk program 
based on responses 3 

Member can elect to have HRA results sent electronically to physician 2 

37 The capabilities reported by health insurance companies only apply to the small number of enrollees they reported as successfully 
completing the Health Risk Assessment. 
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Tracking Health Status 
HRA responses tracked over time to observe changes in health status 8 
HRA responses incorporated into member health record 5 
HRA responses used for analysis of health status across demographics 5 
HRA responses used for analysis of health status across regions 2 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Supporting At-Risk Enrollees Requiring Transition 
Health insurance companies must demonstrate that they are able to facilitate transitions of care with 
minimal disruption for enrollees that (1) switched from one insurer into another or (2) into or out of 
coverage through Covered California. This requirement for supporting at-risk enrollees is broader than 
the continuity of care requirements in state law. Covered California’s contracts with the majority of 
health insurance companies in California which places it in the unique position to better facilitate 
transitions of care for this population that will result in enrollees receiving the right care at the right time. 
Covered California is particularly concerned about transitions for the following “at-risk” enrollees: 

1. Individuals in the middle of acute treatment, third trimester pregnancy, or those who would 
otherwise qualify for continuity of care under California law; 

2. Individuals in case management programs; 
3. Individuals in disease management programs; and 
4. Individuals on maintenance prescription drugs for a chronic condition. 

If enrollees experience a service area disruption, Covered California may automatically transition the 
enrollee into a different health insurance company to avoid gaps in coverage and facilitate care 
transitions. If this occurs, the insurer terminating the enrollee has several requirements, including 
conducting outreach to the affected enrollee, obtaining authorization to send personal health 
information to the receiving health insurance company, and collaborating with impacted providers. 

Identification and Services for At-Risk Enrollees 
Health insurance companies are required to identify and proactively manage enrollees with existing and 
newly diagnosed chronic conditions, including “at-risk enrollees” with diabetes, asthma, heart disease, 
or hypertension, who are most likely to benefit from well-coordinated care. Insurers must agree to 
support disease management activities at the insurer or provider level that meet standards of 
accrediting programs such as NCQA. Health insurance companies provide Covered California with a 
documented process, care management plan and strategy for targeting and managing at-risk enrollees. 
Such documentation may include (but is not limited to) methods to identify and target at-risk enrollees, 
description of predictive analytic capabilities, member communication plans, care and network 
strategies, and data on the number of enrollees identified as well as the types of services provided. 

Most health insurance companies reported identifying at-risk enrollees with algorithms and other 
proprietary technology based on claims and utilization data.38 Some insurers described using 
demographic data, HRA data, hospital discharge data, clinical data, and nurse advice line and provider 
referral data. 

38 No data was summarized in a table for 2018 due to specific proprietary technologies mentioned and because four out of 11 insurers 
explained what data they collected but did not explain how they analyzed the data for at-risk enrollee identification. 
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Supporting At-Risk Enrollees Transitioning between Covered California Insurers: 
Experience Assuring Care Transitions for over 135,000 Californians in 2018 

In much of the nation, there has been substantial instability in insurers serving different states’ 
individual market. One of the risks of insurers exiting markets is the potential for disruption of care 
for those with complex health care needs. California has been marked by stability among its 
insurers. The only significant disruption from an insurer changing its service areas occurred when 
Anthem exited multiple rating regions in 2018, affecting nearly 137,000 consumers — about 10 
percent of Covered California enrollees — while remaining in large portions of the state. Covered 
California worked closely with Anthem and all other health insurers receiving transitioning enrollees 
to assure effective transitions. Carrying out an effective transition of Anthem enrollees required 
partnership and collaboration among Covered California staff, the health insurance companies 
receiving transitioning enrollees, and Anthem. Covered California and receiving insurers began 
working with Anthem staff months before the transitions in coverage to ensure appropriate and 
seamless continuity and transitions of care to protect the most vulnerable populations. The goal was 
to identify enrollees with specific care needs and to transfer information about enrollee’s care needs 
to the receiving insurer. 

This collaboration required Anthem and receiving insurers to agree to identifying an appropriate 
level of data required for transitioning enrollees, parameters on data sharing and use and processes 
to receive and act upon consumer information. At-risk enrollees included those undergoing case or 
disease management services as well as those with pregnancy/maternity and specialty medication 
needs. The data sharing resulted in receiving insurers having sufficient information to do timely 
consumer outreach. This outreach was of utmost benefit to consumers who would have otherwise 
navigated the health care system alone. 

The type of services offered to at-risk enrollees varies substantially across insurers (see Table 27. 
Types of Interventions for Covered California At-Risk Enrollees Eligible for Case Management, 2018). 
All health insurance companies offered some level of live outbound telephonic coaching to members. 
Most offered member-specific reminders for health maintenance services (10 of 11) or face-to-face 
visits (six of 11). Online interactive self-management support was less common, with four of 11 plans 
offering it to high-risk or all enrollees. 
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Table 27. Types of Interventions for Covered California At-Risk Enrollees Eligible for Case Management, 
2018 

Number of Health Plans 

Type of Intervention Not Offered Offered in High-Risk 
Program 

Available for All 
Enrollees 

Member specific reminders for health 
maintenance services 1 7* 3 

Member specific reminders for medication 
events 5** 5 1 

Interactive voice response with outbound 
messaging only 7 2* 2 

Live outbound telephonic coaching program 0 7 4 
Self-initiated text/email messaging 9 1 1 
Online interactive self-management support 7 1 3 
Face-to-face visits 5 5 1 

*Includes contradictory responses from one health plan. 
**Includes contradictory responses from two health plans. 
Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Section 2: Implications for the Future 
Measurement of performance in caring for enrollees requiring complex care requires further 
development. Covered California found no standard quality measures for Complex Care to include in 
this chapter. The current Marketplace Quality Rating System measure set has one measure for 
behavioral health subpopulations, Follow Up After Hospitalization for Mental Illness (FUH) (HEDIS), 
which is presented in Chapter 4. The Plan All-Cause Readmissions measure, which is presented in 
Chapter 5, may include complex care patients but does not specifically measure care management 
processes or outcomes. 

In a Covered California sponsored report released in July 2019, Current Best Evidence and 
Performance Measures for Improving Quality Care and Delivery System Reform, Health Management 
Associates (HMA) recommended a hybrid method of population stratification starting with automated 
data to identify high cost enrollees combined with survey data such as HRAs, behavioral health 
screening, screening for social needs or measuring patient activation to determine enrollees who are 
likely to continue to be high-risk and high-cost. In the same report, PricewaterhouseCoopers (PwC) 
recommended that Covered California use its claims data warehouse to track rates of inpatient and 
Emergency Department use and Emergency Department follow-up among complex care patients. PwC 
also recommended that Covered California consider the Transition of Care HEDIS measure which 
would require collection of discharge information that includes test results. 

Covered California is working with health insurance companies and other stakeholders to establish best 
practices for population identification and management including a standardized approach to defining 
and measuring performance of Centers of Excellence. 
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EFFECTIVE CARE DELIVERY 
Chapter 7: Promotion of Effective 
Primary Care 
Effective Primary Care that is accessible, well-
integrated, coordinated, continuous, team-based, 
and data driven is a core foundation of providing 
appropriate and equitable care. While many 
consumers benefit from an ongoing continuous 
relationship with a single physician, others may be 
able to receive effective primary care through 
sites of care or delivery systems that are well-
integrated. 

This chapter on Promotion of Effective Primary 
Care presents performance data for current 
contract requirements reported by health 
insurance companies for the 2015-18 plan years 
and includes assessments and observations by 
Covered California. This chapter is organized as 
follows: 

Section 1. Qualified Health Plan Experience 

Section 2: Health Plan Measures Reported to the 
Marketplace Quality Rating System 

Section 3. Implications for the Future 

Section 1: Qualified Health Plan 
Experience 
Covered California believes promoting the Triple 
Aim and promoting health equity requires a 
foundation of effectively delivered primary care, 
which the Institute of Medicine defines as follows: 
“the provision of integrated, accessible health 
care services by clinicians who are accountable 
for addressing a large majority of personal health 
needs, developing a sustained partnership with 
patients, and practicing in the context of family 
and community.”39 To this end, Covered California 
promotes effective primary care with the following 
requirements: 

• Starting in 2017, virtually all Covered 
California’s enrollees either selected or 
were matched with a primary care 
provider — including all enrollees in PPO 
model plans. Covered California is 
assessing the impact of this novel effort. 

• While virtually all primary care provided in 
Kaiser Permanente is delivered by 
patient-centered medical home-
recognized practices, outside of this 
system, enrollment served by PCMHs 
increased from 3 percent to 11 percent 
between 2016 and 2018. 

• Several insurers are supporting primary 
care providers in clinical transformation to 
advanced primary care, though not 
meeting PCMH standards. Measurement 
of primary care performance will likely 
need to go beyond PCMH recognition 
process measures to include outcomes. 

• Based on the Health Care Payment 
Learning and Action Network Alternative 
Payment Model Framework, 10 insurers 
now have Positive Incentives or Strong 
Incentives for transitioning from volume-
based to value-based primary care 
payment. 

• Significant increases were observed for 
shared savings and capitation-based 
payments between 2015-18. However, 
further assessment is needed to 
determine the extent to which capitation to 
medical groups or physician organizations 
cascades to individual providers. 

• For insurers to continue to adopt value-
based primary care payment or to 
increase investment, measurement of 
primary care performance will likely need 
to include outcomes. 

39 Institute of Medicine. 1994. Defining Primary Care: An Interim Report. Washington, DC: The National Academies Press. 
https://doi.org/10.17226/9153. 
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1. Ensure that all enrollees either select or be matched with a primary care physician (PCP) within 60 
days of enrollment; 

2. Insurers are required to have an increasing percentage of their enrollees cared for in patient-
centered medical home models and annually report the number and percent of enrollees who 
obtain their care in a patient-centered medical home (PCMH); and 

3. Describe how the insurer’s payment strategy supports primary care physicians in adopting 
accessible, data-driven, team-based care with accountability for meeting the Triple Aim goals of 
enhanced quality, improved outcomes and lower costs. 

Primary Care Physician Matching 
In January 2017, Covered California required that all enrollees in preferred provider organizations 
(PPO), health maintenance organizations (HMO), and exclusive provider organizations (EPO), be 
matched to a primary care physician (PCP) or other primary care clinician, such as a nurse practitioner, 
upon enrollment. The purpose of the requirement was to bring the PCP match concept to the PPO and 
EPO environment and give enrollees a single point of contact who can help them navigate the health 
care system. A primary care physician can provide continuity and 
address most health care needs, helps consumers select the proper 
specialist, coordinates their care with other providers and ensures 
they understand their treatment options. While having a PCP can 
help select and coordinate care across specialty providers, enrollees 
in PPO and EPO plans can still choose to navigate the health care 
system on their own without permission from their PCP to seek 
treatment or a referral to see a specialist. 

Since 2017, virtually all Covered California’s enrollees, over 99 
percent, either selected or were matched with a PCP upon enrollment 
which was nearly a 30-percentage point increase from the 2016 
baseline rate of 70 percent. 

Covered California believes this PCP match will ultimately help people get better access to care in a 
timelier manner. However, many enrollees may need more explanation of why working with their PCP 
is beneficial. Covered California is currently working with its plans to examine the data to understand 
the patient experience and clinical and financial effects of this program. Covered California will look to 
examine outcomes of clinical measures that may improve with a strong foundation in primary care. 

Promoting Enrollment in Patient-Centered Medical Homes 
A growing body of evidence shows that advanced models of primary care, which include patient-
centered medical homes (PCMHs), greatly improve the care delivered to patients and support Triple 
Aim goals. Advanced primary care models utilize a patient-centered, accessible, team-based approach 
to care delivery, enrollee engagement and data-driven improvement, as well as integration of care 
management, behavioral health and community resources for patients with complex conditions. Under 
the existing contract requirement, insurers are required to have an increasing portion of enrollees who 
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obtain their care in a PCMH model and plans must use formal recognition programs to assess which 
providers are PCMHs.40 

While there have been significant increases in the percentage of enrollees seen in PCMH settings, 
health insurance companies report that many in their primary care networks believe the current 
requirement tied to PCMH recognition is too limited and burdensome. As of 2018, about 40 percent of 
Covered California enrollees received primary care through providers that met PCMH standards. The 
great majority of that enrollment, however, was through Kaiser Permanente, which represented 82 
percent of total PCMH enrollment in 2018. The percentage of enrollees cared for by PCMH-recognized 
practices, outside of the Kaiser Permanente system, increased threefold from 3 percent to 11 percent 
between 2016 and 2018, an 8-point increase (see Table 28. Percentage of Covered California 
Enrollees Cared for in Patient Centered Medical Homes, 2016-18). When looking at all insurers during 
the three years, the percent of Covered California enrollees who were cared for in PCMHs increased 
from 25 percent in 2015 to 40 percent in 2018. One of Sharp Health Plan’s integrated medical groups 
achieved PCMH recognition in 2018 to comply with the Covered California requirement and this change 
accounts for most of the overall increase outside Kaiser Permanente. The percent of Sharp Health Plan 
enrollees cared for in a PCMH increased from 15 percent in 2017 to 66 percent in 2018. 

Table 28. Percentage of Covered California Enrollees Cared for in 
Patient-Centered Medical Homes, 2016-18 

2016 2017 2018 
All Enrollment 25% 32% 40% 
Kaiser Permanente 100% 100% 100% 
Non-Kaiser Permanente 3% 6% 11% 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Covered California has found that formal PCMH recognition programs have limitations and have been 
challenged as other measures of advanced primary care have evolved. The formal PCMH recognition 
programs largely document process improvement without measuring outcomes. Many advanced 
primary care practices have not sought formal recognition and many that have been recognized have 
implemented process improvements, but these may not have led to improvement in clinical quality or 
reduced cost. Additionally, several health insurance companies are focusing on primary care practice 
transformation programs that include practice coaching to support primary care providers in improving 
quality and efficiency rather than requiring or promoting PCMH recognition. Based on this feedback 
from health insurance companies and providers, Covered California is examining alternative 
approaches to promote improvements in primary care and assuring more enrollees benefit from these 
programs. 

Payment Strategies that Promote Effective Primary Care 
The Affordable Care Act included several demonstration projects and grants to test payment reforms 
that would shift volume-driven Fee-for-Service (FFS) payments to methods that link provider payment 

40 The current contract requirements list the following recognition programs: a) National Committee for Quality Assurance PCMH recognition; 
b) The Joint Commission Primary Care Medical Home certification; c) Accreditation Association for Ambulatory Health Care, Inc. Medical 
Home accreditation; and d) URAC PCMH Certification. 
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with performance on cost and quality. To measure health insurance company progress in payment 
strategies that promote accountability for Triple Aim goals, Covered California leveraged the four 
categories in the Health Care Payment Learning and Action Network (HCP LAN) Alternative Payment 
Model (APM) Framework41 (see Table 29. Covered California Assessment of Primary Care Payment 
Strategies Based on the HCP LAN Alternative Payment Model Framework, 2015, 2017 and 2018). 

While PCMHs are delivery models, not payment models, the Alternative Payment Model Framework 
notes that PCMHs and advanced primary care need the support of value-based payment models. 
Shifting payments from FFS to payments that increasingly hold primary care providers financially at-risk 
for high-quality care creates incentives for managing cost and quality. In assessing payment strategies, 
Covered California requires its contracted health plans to pay increasingly based on “Category 3: 
Shared Savings” and “Category 4: Population-based Payment,” which Covered California reports below 
as having Positive Incentives and Strong Incentives, respectively. 

As of 2018, Covered California assessment found that 10 health insurance companies were paying 
providers with either Positive Incentives or Strong Incentives for value – an increase of two insurers 
from 2015. More insurers are now assessed to have Positive Incentives or Strong Incentives. 

Table 29. Covered California Assessment of Primary Care Payment Strategies 
Based on the HCP LAN Alternative Payment Model Framework, 2015, 2017 and 201842 

Number of Health Plans 
Covered 

California 
Assessment 

APM Framework 2015 2017 2018 

Strong 
Incentives 

Category 4 – Population-based Payment 
• Condition-specific population-based payment 

including per member per month payments 
• Comprehensive population-based payment such 

as global budgets or percent of premium 
payments 

• Integrated finance and delivery system such as 
global budgets in integrated systems 

2 2 2 

Positive 
Incentives 

Category 3 – APMs built on an FFS architecture: 
• APMs with shared savings (upside risk only) 
• APMs with share savings and downside risk 

6 7 8 

Weak 
Incentives 

Category 2 – FFS– Link to quality and value 
• Foundational payments for infrastructure and 

operations 
• Pay for reporting 
• Pay for performance 
• Rewards and penalties for performance 

3 2 1 

Category 1 – Fee-for-Service (FFS)– No link to 
quality and value 1 1 1 

41 Health Care Payment Learning and Action Network. (2017). Alternative Model Payment Framework. Retrieved from http://hcp-
lan.org/workproducts/apm-refresh-whitepaper-final.pdf. 

42 Data only available for plan year 2015 and plan years 2017-18. Covered California waived data collection for plan year 2016. 
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Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

As expected, payment strategies to PCPs vary widely (see Figure 4. Covered California Insurer 
Payment Strategies for Primary Care Providers, 2015 – 2018), but from 2015 to 2018 there has been a 
significant increase in payment to providers being based on capitation (increasing from 41 percent to 53 
percent) and shared savings (increasing from 8 percent to 18 percent). The decline in payments to 
primary care providers based on fee-for-service and the fact that Covered California plans now pay 71 
percent of primary care providers using capitation or shared savings is important progress. At the same 
time, based on discussions with insurers and provider groups, there is reason to be concerned that 
capitation payments made to medical groups or physician organizations may not cascade to individual 
providers, many of whom continue to be largely paid on a fee-for-service basis. 

Figure 4. Covered California Insurer Payment Strategies for Primary Care Providers, 2015 – 2018 

Note: “Other” refers to payments types that insurers could not breakdown into the four HCP LAN categories. These percentages are 
enrollment weighted and may not equal 100 due to rounding. 
Source: California Staff Analysis of Qualified Health Plan Submitted Data 

According to the HCP LAN, in calendar year 2018, about 56 percent of national commercial market 
total health care payments were FFS (Category 1), 14 percent of payments were FFS with a link to 
quality (Category 2), 28 percent of payments were shared savings (Category 3) and only 2 percent of 
payments were population-based payments or capitation.43 This data is collected through surveys of 

43 Health Care Payment Learning and Action Network. Measuring Progress: Adoption of Alternative Payment Models in Commercial, 
Medicaid, Medicare Advantage, and Traditional Medicare Programs. October 24, 2019. Retrieved from: http://hcp-
lan.org/workproducts/apm-methodology-2019.pdf. 
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health insurance companies and represents about 133.5 million covered lives which is 61 percent of the 
national commercial market. Although this data represents all commercial health care payments, it 
suggests that Covered California insurers have made significant progress in moving towards capitation 
or population-based payment and away from FFS payments for primary care providers compared to the 
rest of the nation. In 2018, only 22 percent of Covered California insurer’s primary care payments were 
FFS compared to the national rate of 56 percent FFS for all health care payments for the commercial 
market. 

Interaction of Payment Strategies, Patient-Centered Medical Homes, and Promotion of 
Advanced Primary Care 
At this time, there is not enough information to establish a link between payment strategies and the 
percent of members cared for in a PCMH. There appears to be a clearer relationship between 
increased enrollment in a PCMH model and whether the plan is part of an integrated delivery system. 
Some health insurance companies assessed by Covered California to have Strong Incentives for their 
payment strategies also had a higher percent of enrollees cared for in PCMHs (e.g., Kaiser 
Permanente pays 100 percent of its primary care physicians a population-based payment, which is 
considered a Category 4 APM, and 100 percent of its providers are PCMH recognized). Kaiser 
Permanente and Sharp Health Plan, both fully integrated delivery systems, are high outliers for 
enrollment in a PCMH model. However, the other nine health insurance companies of which some are 
considered to have Weak Incentives because they paid their providers FFS, had similar percentages of 
enrollees cared for in a PCMH as those with Strong Incentives or Positive Incentives. In some 
instances, it was also difficult to attribute a relationship between specific payment strategies and 
enrollees cared for in a PCMH because some providers simultaneously received enhanced 
reimbursements for PCMH recognition from other payers, such as Medi-Cal. 

Strategies to Enroll or Attribute Enrollees to Patient-Centered Medical Homes 
Although not definitive, there may be a relationship between promoting PCMH-recognized providers to 
enrollees and the percent of enrollees cared for in a PCMH. Between 2015 and 2018, most health 
insurance companies did not actively promote PCMH providers to enrollees or actively assign or match 
enrollees to PMCHs. The few insurers that listed PCMH recognition in provider directories were 
observed to have higher rates of enrollees cared for in a PCMH. 

Section 2: Health Plan Measures Reported to the Marketplace Quality 
Rating System 
Health Plan Measures Reported to the Marketplace Quality Rating System details health plan 
performance on Healthcare Effectiveness Data Information Set (HEDIS) and Consumer Assessment of 
Healthcare Providers and Systems (CAHPS) measures reported to the Centers for Medicaid and 
Medicare Services’ Quality Rating System (QRS). These standard performance measures are a key 
mechanism used by Covered California for health plan oversight and accountability. 

See Appendix 2: Additional Health Plan Measures Reported to the Quality Rating System, for Quality 
Rating System measures that pertain to Promotion of Effective Primary Care: 

1. Rating of Personal Doctor (CAHPS) (Table A21) 
2. Rating of Specialist (CAHPS) (Table A22) 

The patient experience reporting of enrollees Rating of Personal Doctor showed wide variation but was 
marked by the fact that 9 of 11 health plans — representing 89 percent of enrollees — had ratings 
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below the 25th percentile nationally. However, the range of scores is exceedingly narrow; for Rating of 
Personal Doctor, a raw score below 86 is below the 25th percentile, while a raw score of 90 is the 90th 

percentile. 

Section 3: Implications for the Future 
Ensuring all enrollees have a PCP, regardless of their health plan product, provides a single point of 
contact to help them navigate the health care system. Covered California is evaluating the impact of 
PCP matching in EPO and PPO plans based on outcomes including utilization, continuity of care, cost 
and quality that may improve with a strong foundation in primary care. Covered California continues to 
work with insurers to help all enrollees understand the value of primary care. 

Further assessment is needed to determine the extent to which capitation to medical groups or 
physician organizations cascades to individual providers. Covered California will continue to require 
health insurance companies to increasingly implement value-based payments for primary care 
providers like shared savings and population-based payment or capitation. One of the biggest barriers 
to full adoption of advanced primary care, despite the changes to payment structure described above, 
appears to be inadequate revenue or resources to support well-rounded care teams, underscoring the 
importance of continued efforts at primary care payment reform. 

For health insurance companies to make these investments, measurement of performance will likely 
need to go beyond the PCMH recognition process measures to include outcome measures that reflect 
the impact advanced primary care can have improving quality, enhancing the patient experience, and 
reducing total cost of care and documenting a return on investment for insurers that increase primary 
care payment such that it accounts for a larger share of the overall health care budget. 
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Chapter 8: Promotion of Integrated 
Delivery Systems and Accountable 
Care Organizations 
Promotion of integrated delivery systems and 
accountable care organizations is premised on 
the increasing evidence that effectively caring for 
and managing a person’s health requires an 
integrated care system that can coordinate 
across providers, sites and times for a variety of 
conditions while delivering good outcomes and 
quality at an affordable cost.44, 45 

This chapter on Promotion of Integrated Delivery 
Systems and Accountable Care Organizations 
presents performance data reported by health 
insurance companies for contract requirements 
and includes assessments and observations by 
Covered California. This chapter is organized as 
follows: 

Section 1. Qualified Health Plan Experience 

Section 2. Implications for the Future 

Section 1: Qualified Health Plan 
Experience 
Covered California has the following 
requirements for integrated delivery systems 
(IDSs) or accountable care organizations (ACOs): 

1. Increase enrollment over time and report 
the number and percent of enrollees who 
are managed under an IDS or ACO as 
well as provide comparison reporting for 
other lines of business; 

Highlights 

• In 2018, 60 percent of Covered California 
enrollees were cared for in an Integrated 
Delivery System (IDS) or an Accountable 
Care Organization (ACO), which 
represents a 12-point increase from 2015. 
After excluding the fully-integrated delivery 
systems, Kaiser Permanente and Sharp 
Health Plan, 25 percent of Covered 
California enrollees were cared for in an 
ACO, which represents a 4-point increase 
from 2015 and far exceeds state and 
national benchmarks. 

• Nine insurers reported offering technical 
support, data sharing support, or 
promoting participation in health 
information exchanges for providers in 
2018, an increase from four insurers in 
2015. Covered California has also seen a 
steady increase in the number of insurers 
using other common components of 
integrated coordinated care such as 
population health management support 
and holding providers accountable using 
standard quality measure sets. 

• Insurers are required to report 2018 
performance based on the IHA 
Commercial ACO measures by year-end 
2019, which will allow better 
understanding of performance variation of 
different ACO models and inform future 
contract requirements. 

44 Covered California’s recently completed evidence review affirmed the value and positive impact on quality and cost of effective care 
integration and some models of Accountable Care Organization (see Current Best Evidence and Performance Measures for Improving 
Quality Care and Delivery System Reform). In addition, recent data from the Integrated Health Care Association (IHA) Cost and Quality 
Atlas, shows clinical quality was higher for ACO and HMO members compared to PPO members for commercial plans (see 
https://atlas.iha.org/story/aco). 

45 An integrated delivery system (IDS) is a network of physicians and healthcare facilities that provide a continuum of healthcare services 
managed under one organization or one parent company. Accountable care organizations (ACOs) are groups of physicians and 
healthcare facilities that share financial and medical responsibility for providing coordinated care, with financial incentives to provide high-
quality care and to limit avoidable, unnecessary spending. 
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2. Provide details on the key design characteristics of existing or planned integrated systems of 
care and how these systems of care compare to the definition in the Covered California 
contract; and 

3. Report performance of different ACO models for all lines of business using the IHA Commercial 
ACO Measure Set once data becomes available for plan year 2018. 

Percent of Enrollees in an Integrated Delivery System or Accountable Care Organization 
Covered California requires health insurance companies to report the number and percent of enrollees 
who are managed under an IDS or ACO as well as provide comparison reporting for their other lines of 
business. Insurers are also are required to demonstrate an increase in the percent of enrollees who 
obtain their care in an IDS or ACO model between 2017 and 2019. 

Nationally, the Centers for Medicare and Medicaid Services (CMS) is leading a drive to implement 
value-based payment models including integrated and coordinated delivery models such as ACOs. 
Leavitt Partners tracks the growth and spread of ACOs including the new models supported by CMS 
and their commercial and Medicaid analogs.46 As of 2018, 10 percent of the U.S. population or 32.7 
million Americans were cared for in ACOs in the commercial, Medicaid and Medicare markets. This 
includes every state, with penetration ranging from 2 percent to over 20 percent. Leavitt Partners 
reports that between 10 to 15 percent of Californians are cared for in such models. 

In 2018, 60 percent of Covered California enrollees were cared for in an IDS or ACO, which represents 
a 12-point increase from 2015 (see Figure 5. Covered California Enrollment in Integrated Delivery 
Systems or Accountable Care Organizations, 2015 and 2018).47 

Figure 5. Covered California Enrollment in Integrated Delivery Systems or Accountable Care 
Organizations, 2015 and 2018 

46 Muhlestein et al. (2018). Recent Progress in The Value Journey: Growth of ACOs and Value-Based Payment Models in 2018. Health 
Affairs blog. Retrieved from https://www.healthaffairs.org/do/10.1377/hblog20180810.481968/full/ 

47 Data only available for plan year 2015 and plan year 2017-18. Covered California did not ask this question in the Certification Application 
for plan year 2016. 
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Source: Covered California Staff Analysis of Qualified Health Plan Data Submitted for 2015 and 2018 
Note: Enrollment figures reflect only on-Exchange enrollment. 

Two insurers, Kaiser Permanente and Sharp Health Plan, are fully integrated delivery systems and 
account for about 60 percent of the overall number.48 As of 2018, after excluding enrollment in Kaiser 
Permanente and Sharp Health Plan, 25 percent of Covered California enrollees among the other 
insurers were cared for in an ACO, which represents a 2-percentage point increase from 2015. It is this 
latter statistic that is most comparable to the national data from Leavitt Partners; based on this report, 
California has greater penetration of these new models than the U.S. and Covered California 
penetration exceeds the rest of California even excluding those enrolled with Kaiser Permanente or 
Sharp Health Plan. 

Health Plan Components of Integrated Delivery Systems or Accountable Care 
Organizations 
Covered California places great importance on the adoption and expansion of integrated, coordinated 
and accountable systems of care. As such, health insurance companies are required to provide details 
on existing or planned integrated systems of care and how these systems of care compare to the 
following definition: 

1. A system of population-based care coordinated across the continuum including multi-discipline 
physician practices, hospitals and ancillary providers; and 

2. Having combined risk sharing arrangements and incentives between the health insurance 
company and providers, and among providers across specialties and institutional boundaries, 
holding the ACO accountable for nationally recognized evidence-based clinical, financial, and 
operational performance, as well as incentives for improvements in population outcomes. 

Based on the descriptions of their IDS or ACO models provided by insurers, Covered California has 
identified several components many insurers are using in their respective models. In 2018, most 
insurers (nine out of 12) reported offering technical support, data sharing support, or promoting 
participation in health information exchanges for providers, an increase from four insurers in 2015 (see 
Table 30. Components of Covered California Insurer’s Support for Integrated Delivery Systems or 
Accountable Care Organizations, 2015, 2017 and 2018). Covered California has also seen a steady 
increase in the number of health insurance companies using other common components like population 
health management support and holding providers accountable using standard quality measure sets. 

48 In Covered California, Kaiser Permanente and Sharp Health are fully integrated delivery systems while other health plans base their ACO 
model on existing provider organizations, such as integrated medical group and hospitals. 
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Table 30. Components of Covered California Insurer’s Support for Integrated Delivery Systems or 
Accountable Care Organizations, 2015, 2017 and 201849,50 

Component 
Number of Health Plans 

2015 2017 2018 
Data Sharing, Data Exchange and Health Information 
Technology 
Offers providers technical support, data sharing support, or 
promotes participation in health information exchanges 

4 6 9 

Provider Support and Feedback 
Offers providers opportunities to share best practices, 
participate in learning collaboratives, or offers practice coaching 

5 5 6 

Quality Measurement and Improvement 
Providers are held accountable for improvement using a 
standardized measure set 

4 5 6 

Population Health and Case Management 
Supports providers in case management or population health 
management such as providing registries or care gap reports 

4 5 6 

Financial Incentives 
Uses population-based capitation, shared savings or shared 
risk, may also use incentives for quality 

5 5 6 

Note: Not all insurers are listed for each component. Some insurers may only be using one of these components, while others are using 
several. 
Source: Covered California Staff Analysis of Qualified Health Plan Data Submitted for 2015 and 2017-18. 

Comparing Performance of Different ACO Models using the Integrated Healthcare 
Association Commercial ACO Measure Set 
The Integrated Healthcare Association (IHA) has developed a Commercial ACO Measure Set51 derived 
from their long-standing physician organization performance measures which has been widely adopted 
in California. While it is early to assess ACO performance in California as there is enormous variation in 
the structure of ACO contracts and many have only a few years of performance, IHA has begun to 
report on results from using the Commercial ACO Measure Set for 85 ACO contracts in California 
based on 2017 performance. 

In the charts below, IHA reports performance for three mutually exclusive groups: members cared for 
by ACOs representing a mix of models built on both HMO and PPO platforms, members cared for by 
provider organizations under capitated, delegated HMO contracts (excluding Kaiser Permanente 
medical groups), and members cared for by physicians under PPO contracts aggregated across the 19 
Covered California pricing regions (see Figure 6. California Commercial ACO Performance Compared 
to HMOs and PPOs, 2017). Based on IHA analysis, ACOs provide care that is the same quality at a 
somewhat lower cost than either HMOs or PPOs. 

49 Data only available for plan year 2015 and plan years 2017-18. Covered California waived data collection for plan year 2016. 
50 The 11 health insurance companies in Covered California are: Anthem Blue Cross, Blue Shield of California, Chinese Community Health 

Plan, Health Net, Kaiser Permanente, L.A. Care, Molina Healthcare, Oscar Health, Sharp Health Plan, Valley Health Plan, and Western 
Health Advantage. In the tables below, Health Net is counted twice because its reports data separately for Health Net Life (PPO/EPO 
products) and Health Net of California (HMO/HSP products). 

51 See more: https://www.iha.org/our-work/accountability/commercial-aco. 
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Figure 6: California Commercial ACO Performance Compared to HMOs and PPOs, 2017 

Source: Integrated Healthcare Association, 2019 

The aggregate ACO performance is encouraging but represents an average with wide variation among 
the ACOs measured (see Figure 7. Variation in Quality and Cost in California Commercial ACO 
Performance, 2017). 

Figure 7: Variation in Quality and Cost in California Commercial ACO Performance, 2017 

Source: Integrated Healthcare Association, 2019 

The 14 “high value” ACOs in the upper right-hand quadrant — representing both lower cost and better 
quality — rival and sometimes exceed the performance of the best medical groups contracting with 
insurance companies within HMO models and one third of these high value ACOs are operating under 
PPO contracts (see Figure 8: Characteristics of 14 “High Value” ACOs in California, 2017). 
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Figure 8: Characteristics of 14 “High Value” ACO in California, 2017 

Source: Integrated Healthcare Association, 2019 

This first report from IHA comparing ACOs to other models demonstrates the potential value of 
integration and coordination through ACOs and that they can be implemented through all health plan 
products including PPOs. 

The IHA Commercial ACO Measure Set reports for performance based on 2018 were recently released 
and health insurance companies are required to report these results to Covered California. The 
variation in performance among ACO contracts will be examined in cooperation with IHA, insurance 
companies and provider organizations and compared to the design elements MedPAC and others52 

have cited as predictors of success including two-sided risk, physician leadership (as compared to 
hospital leadership) and greater emphasis on advanced primary care.53 

Section 2: Implications for the Future 
Outside of the integrated delivery systems, Covered California’s contracted health insurance 
companies that share overlapping networks are implementing a variety of ACO models or components 
of ACO models within their networks. Covered California enrollment in ACOs, excluding integrated 
delivery systems, exceeds comparisons in California and the nation. Performance variation among 
ACO models may be attributed to design elements such as the structure of financial incentives 
including downside risk, the role of physicians in sponsorship and leadership structure, the percent of 
budget spent in primary care and the sophistication of population health and case management 

52 The most current best evidence is documented in Chapter 8, Promotion of Integrated Delivery Systems and Accountable Care 
Organizations, of a companion Covered California report, Current Best Evidence and Performance Measures for Improving Quality of Care 
and Delivery System Reform. 

53 Primary Care Collaborative. (August 2018). Advanced Primary Care: A Key Contributor to Successful ACOs. Retrieved from: 
https://www.pcpcc.org/sites/default/files/resources/PCPCC%202018%20Evidence%20Report.pdf. 
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strategies. IHA is building a registry based on such elements for all ACOs they measure. As discussed 
above, Covered California is working with insurers to use the performance data from the IHA 
Commercial ACO measure set to establish correlations with the design elements in the registry of ACO 
characteristics to determine best practices and inform future contract requirements. This report cites 
several ways in which integrated delivery systems are outperforming network model health plans. The 
success of ACOs in replicating the performance of integrated delivery systems may depend on 
alignment in adopting common best practice design elements. 
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Chapter 9: Networks Based on Value 
As a major strategy for effective care delivery, 
Covered California requires health insurance 
companies to select and regularly assess all 
clinicians, providers, hospitals and sites of care to 
ensure that care is safe, timely, effective, efficient, 
equitable, and patient-centered. Ideally, every 
network is designed to integrate and coordinate care, 
provides effective primary care and maximizes its 
value to enrollees. 

For many consumers, whether the provider they 
want to see is in their network or not is the first sign 
of value. Assuring consumers have access to the full 
range of providers and treatments and that networks 
are composed of a range of quality providers is a 
central part of Covered California’s review and 
selection process of its contracted insurers (see 
“Covered California Network Composition Review”). 
Covered California works to ensure health plan 
networks are designed and maintained with a 
deliberate strategy to promote better quality, lower 
cost, improved health and health equity. 

This chapter on Networks Based on Value presents 
performance data and processes reported by health 
plans for contract requirements and includes 
assessments and observations by Covered 
California. This chapter is organized as follows: 

Section 1. Qualified Health Plan Experience 

Section 2. Implications for the Future 

Section 1: Qualified Health Plan 
Experience 
Covered California’s requirements for “Networks 
Based on Value” include multiple elements related to 
ensuring that network design and selection of 
providers considers quality and patient experience in 
addition to cost and efficiency. 

Under current contract requirements, insurers report 
progress to Covered California for the following: 

• Between 2015 and 2018, more health 
insurance companies were assessed 
as having Considered Comprehensive 
Factors (cost, quality, and patient 
experience) or Considered Cost Only 
as criteria for selecting or contracting 
with providers and hospitals. 

• For selecting providers, most insurers 
noted using provider credentialing, 
member satisfaction results, 
grievances and appeals information, 
and quality based on HEDIS 
measures. Fewer insurers reported 
using referral patterns to hospitals, 
value or cost reduction, or IHA Align 
Measure Perform (AMP) program 
results for selecting providers. 

• All insurers indicated that a hospital’s 
designation as a Center of Excellence 
was a selection factor and most 
reviewed and tracked publicly reported 
quality data from the Leapfrog Group, 
CMS Hospital Compare, and other 
quality-based organizations to 
determine whether to contract with a 
hospital. Fewer insurers reported 
evaluations of cost or participation in 
quality collaboratives as a factor in 
hospital selection. 

• Hospital acquired infection rates are 
now reviewed routinely by health plans 
with their contracted hospitals. Cal 
Hospital Compare has provided health 
plans four partially overlapping lists of 
hospitals with consistently low 
performance. Covered California is 
tracking and learning how insurers use 
these lists to determine next steps. 

1. The factors used to select providers and hospitals in the health plan network, including cost, 
clinical quality, patient reported experience, or other factors. 
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2. Adopt policies and procedures to only contract with providers and hospitals that demonstrate 
quality and promote safety at a reasonable price. Based on a definition provided by Covered 
California, develop plans to exclude “outlier poor performers” on either cost or quality or 
document the rationale for continued contracting with poor performers, including any 
improvement efforts the provider or hospital has undertaken by year-end 2020. 

3. Demonstrate action on high cost providers54 by annually reporting the following: 
a. The factors a health plan considers in assessing the relative unit prices and total costs of 

care; 
b. The extent to which the reasons for cost factors are adjusted or analyzed by elements 

such as area of service, population served, market dominance, services provided by the 
facility (e.g., trauma or tertiary), or other factors; 

c. How such factors are used in the selection of providers and hospitals; and 
d. Identification of specific hospitals and their distribution by cost deciles or other ways 

providers and hospitals are grouped by costs, e.g., as a percentage of Medicare costs. 

There are few best practices broadly adopted for managing networks based on value. Integrated 
delivery systems such as Kaiser Permanente and Sharp Health Plan have largely exclusive networks of 
hospitals and medical groups. This chapter includes an assessment of these integrated delivery 
systems but largely focuses on the various strategies adopted by health insurance companies that do 
not have fully integrated delivery systems and often have overlapping hospital and provider networks. 
Covered California adopted a common strategy in assessing hospital quality based on publicly reported 
data described in the “Sites and Expanded Approaches to Care Delivery” chapter. The hospital quality 
and safety requirements serve as a foundation on which insurers can build networks based on value. 

In addition to requiring insurers to design their networks based on value, Covered California conducts 
annual reviews of each health plan’s network (see Covered California Network Composition Review). 

Covered California Network Composition Review 
As part of its annual contracting cycles, Covered California assesses network composition including 
the number and types of physicians, medical groups and hospitals that are unique to particular health 
plans or available through multiple plans. Covered California also assesses the geographical 
distribution of health plan networks through drive times to hospitals and other indicators of how a 
health plan’s distribution of providers assures consumers have timely access to care. Covered 
California coordinates with the California Department of Managed Health Care and the California 
Department of Insurance to ensure each health plan’s network meets network adequacy standards 
and time and distance standards. 

Covered California also requires its contracted insurers to include Essential Community Providers 
(ECPs) who serve low-income and medically underserved communities in their provider networks. 
Covered California provides insurers a list of ECPs each year that includes federally designated 340B 
providers, California disproportionate share hospitals, federally qualified health centers and Indian 
health and Tribal health organizations, among others. Each year, Covered California assesses the 
degree to which health plans have included a variety of ECPs in their networks. 

54 Covered California also requires health plans to report on the use of cost transparency tools as one of the strategies to ensure providers 
are not charging unduly high prices. See Chapter 10, Appropriate Interventions for health plan reporting on this topic. 

COVERED CALIFORNIA 74 



            
 

 

     

          
             

          
              

             
            

         

         
     

          

 
             

           
        

           
           

           
          
               

 
      
             

               
            

                                                 
 

                     
                   

                 
        

                      
    

                  
                    

        

                    
          

 

  
    

  
        

   
      

  
       

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
EFFECTIVE CARE DELIVERY • CHAPTER 9 

Factors Used by Insurers to Select Medical Groups and Individual Providers 
As described below (Table 31. Assessment of Factors Used by Covered California Insurers to Select 
Physician Organizations and Individual Providers, 2015, 2017 and 2018), Covered California assessed 
the number of health insurance companies using cost, quality and patient experience as criteria for 
selecting or contracting with a provider.55 Between 2015 and 2018, Covered California assessment of 
provider selection factors found that the number of insurers that Considered Comprehensive Factors or 
Considered Cost Only increased from seven to 10. 

Table 31. Assessment of Factors Used by Covered California Insurers to Select Physician Organizations 
and Individual Providers, 2015, 2017 and 201856 

Number of Health Plans 
Assessment 2015 2017 2018 

Considered Comprehensive Factors 
Includes cost, quality, and patient experience in selecting providers 5 7 6 

Considered Cost 
Includes cost in provider selection 2 1 4 

Considered Minimal Factors 
Does not include cost, quality, or patient experience in selecting providers 5 4 2 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

For plan years 2017 and 2018, health insurance companies were asked generally about factors used to 
select providers.57 For both years, most insurers reported using provider credentialing, member 
satisfaction results and grievances and appeals information, and quality or HEDIS measures for 
selecting providers. While six Covered California insurers formally participate in IHA’s Align Measure 
Perform (AMP) program, few insurers described using AMP program results for selecting providers 
during 2017-18.58 Three insurers reported reviewing referral patterns of providers or provider groups to 
determine whether they refer to in-network hospitals or have established referral patterns to in-network 
hospitals. Only two insurers cited cost savings or cost reduction as a factor for selecting providers. 

Factors Used by Insurers to Select Hospitals 
Covered California assessed and categorized the number of health insurance companies using cost, 
quality and patient experience as criteria for selecting or contracting with hospitals (see Table 32. 
Assessment of Factors Used by Covered California Insurers to Select Hospitals, 2015, 2017 and 

55 The 11 health insurance companies in Covered California are: Anthem Blue Cross, Blue Shield of California, Chinese Community Health 
Plan, Health Net, Kaiser Permanente, L.A. Care, Molina Healthcare, Oscar Health, Sharp Health Plan, Valley Health Plan, and W estern 
Health Advantage. In the tables below, Health Net is counted twice because its reports data separately for Health Net Life (PPO/EPO 
products) and Health Net of California (HMO/HSP products). 

56 Data only available for plan year 2015 and plan year 2017-18. Covered California did not ask this question in the Certification Application 
for plan year 2016. 

57 Information described here is based on insurers’ narrative responses to questions in the Certification Application. Covered California asked 
generally about factors considered and did not specifically prompt insurers about each of them. As such, insurers could be using a factor 
to select providers but may not have described it. 

58 For the IHA AMP program, one insurer does not formally participate but reviews the program results as a provider selection factor and 
another insurer is planning to participate but does not formally participate currently. 
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2018).59 Covered California’s assessment of hospital selection factors found that as of 2018 four 
insurers Considered Comprehensive Factors, while others considered cost. While many insurers do not 
currently use comprehensive factors in hospital selection, most insurers have been actively engaged in 
work to promote improvement in hospital quality performance as described in Chapter 11: Sites and 
Expanded Approaches to Care. 

Table 32. Assessment of Factors Used by Covered California Insurers to Select Hospitals, 
2015, 2017 and 201860 

Number of Health Plans 
Assessment 2015 2017 2018 

Considered Comprehensive Factors 
Include cost, quality, and patient experience in selecting hospitals 3 4 4 

Considered Cost 
Includes cost in hospital selection 4 5 7 

Considered Minimal Factors 
Does not include cost, quality, or patient experience in selecting hospitals 5 3 1 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

For 2017 and 2018, health insurance companies were asked generally about factors used to select 
hospitals.61 For both years, all Covered California insurers indicated that they had processes to 
designate a hospital as a Center of Excellence which was a factor for determining inclusion of a 
hospital in-network. Several health plans also reviewed and tracked publicly reported quality data from 
the Leapfrog Group, CMS Hospital Compare, and other quality-based organizations to determine 
whether to contract with a hospital. 

Health insurance companies considered the cost or prices charged by a hospital when determining 
whether to contract with them. For example, some insurers evaluated costs as a percentage of 
Medicare rates and used Diagnosis-Related Group (DRG) case-mix adjusted cost per discharge to 
identify and group hospitals by cost deciles. Similarly, other insurers developed cost indices for 
hospitals and used a combination of cost and quality measures to determine whether to remove the 
hospital from their network. 

One insurer reported hospital participation in collaboratives, such as the California Maternal Quality 
Care Collaborative, as a factor for contracting with hospitals during 2017-18. 

59 The 11 health insurance companies in Covered California are: Anthem Blue Cross, Blue Shield of California, Chinese Community Health 
Plan, Health Net, Kaiser Permanente, L.A. Care, Molina Healthcare, Oscar Health, Sharp Health Plan, Valley Health Plan, and W estern 
Health Advantage. In the tables below, Health Net is counted twice because its reports data separately for Health Net Life (PPO/EPO 
products) and Health Net of California (HMO/HSP products). 

60 Data only available for plan year 2015 and plan year 2017-18. Covered California did not ask this question in the Certification Application 
for plan year 2016. 

61 Information described here is based on insurers’ narrative responses to questions in the Certification Application. Covered California asked 
generally about factors considered and did not specifically prompt insurer about each of them. As such, insurer could be using a factor to 
select hospitals but may not have described it. 
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Covered California Targeting Outlier Poor Performance for Potential Exclusion from 
Networks 
Covered California requires health insurance companies to exclude a hospital from their network if the 
hospital is an outlier poor performer and not working to improve safety and maternity care. To support 
insurers in meeting the requirement to exclude hospital outlier poor performers, Covered California has 
worked with Cal Hospital Compare to determine if there is a valid way to define outlier poor 
performance for hospitals in a way that can be implemented consistently across all insurers. This 
definition is based on specific measures of cost and quality, national benchmarks, analysis of variation 
in California performance, best evidence for quality improvement, and effective stakeholder 
engagement. Based on their review, Cal Hospital Compare found no single composite measure 
meeting these criteria was available so they provided insurers with four distinct lists of hospitals with 
consistently low performance based on: 

1. The Hospital Acquired Condition Reduction Program (HACRP) through CMS that uses six 
publicly available measures in to publicly report and financially penalize hospitals that perform in 
the bottom 25 percent of all hospitals nationally; 

2. An honor roll of top hospital performers developed by Cal Hospital Compare using the CMS 
HACRP metrics; 

3. The Leapfrog Group’s Hospital Safety Score; and 
4. A report from the California Department of Public Health focused only on Hospital Associated 

Infections. 

These tools do not meet the requirement for a single composite system, and none include key safety 
concerns where there is no standard publicly reported measure, like Adverse Drug Events. However, 
these four lists provide “signals of concern” and the measures on these lists include the five Hospital 
Associated Infections (HAIs) that Covered California has focused on. The greater the number of “low 
performance” lists a hospital appears on, the greater the concern. These lists are not yet publicly 
reported but have been provided to insurers for use in hospital negotiations. Insurers are responsible to 
notify Covered California which if any of these hospitals will be excluded from their networks or reasons 
for continued inclusion by year-end 2020. 

Covered California’s requirements for hospital quality and safety serve as a foundation for which health 
insurance companies can build networks based on value. As such, the requirement for excluding 
“outlier poor performers” and describing the factors they use to select hospitals is related to the 
requirement for insurers to work with hospitals to improve quality and safety, described in Chapter 11: 
Sites and Expanded Approaches to Care. 

Assessing Relative Unit Prices and Total Costs of Care 
Covered California supports strategies that promote a competitive market with restraint on prices and 
provides access to high quality care. Health insurance companies consider a range of processes and 
factors when assessing the relative unit prices and total costs of care at the hospital, medical group, or 
provider level. Insurer reported data shows that most insurers compared the cost of providers and 
hospitals to other similar providers in the market or region when assessing the costs of providers (see 
Table 33. Covered California Insurer’s Process and Factors for Assessing Costs of Providers and 
Hospitals, 2015, 2017 and 2018). Most insurers also used specific fee schedules or fee schedules 
based on a percent of Medicare reimbursement in their contracts with providers. Three health 
insurance companies annually adjusted capitation payments to providers and hospitals or paid as a 
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percent of premium. One insurer used Office of Statewide Health Planning and Development (OSHPD) 
data to understand the cost-to-charge ratios of specific hospitals. 

Table 33. Covered California Insurer’s Process and Factors for Assessing Costs of Providers and 
Hospitals, 2015, 2017 and 201862 

Number of Health Plans 
Process and Factors Used 2015 2017 2018 

Compare the cost of providers and hospitals to other similar providers in 
the market or region 9 9 9 

Use specific case rates, fee schedules or fee schedules based on a 
percent of Medicare reimbursement when contracting with providers 7 8 8 

Annually adjust payments to providers and hospitals or pay as a percent of 
premium 3 3 3 

Use Office of Statewide Health Planning and Development data to 
understand the cost-to-charge ratios of specific hospitals 1 1 1 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Section 2: Implications for the Future 
Covered California holds health insurance companies accountable to manage variation across their 
networks in addition to reporting overall quality measures which reflect averages. In managing 
variation, enrollees should be assured that any provider they go to for care will meet high standards for 
quality and cost management. Variation in hospital performance was a first target since performance is 
publicly reported for several key safety measures. Insurers joined Covered California in focusing on a 
common set of measures in hospital performance evaluation and contracting. As reported in Chapter 
11, this effort has led to improvements in hospital quality and safety. Covered California plans to 
continue to work with insurers, other purchasers, hospitals and other stakeholders to assess what can 
be done to establish common summary quality and cost hospital performance indicators that would 
appropriately be used for purposes of either targeting hospitals for improvement or exclusion from 
Covered California networks. 

Covered California is also partnering with the Integrated Healthcare Association’s (IHA) California 
Regional Health Care Cost and Quality Atlas to profile insurer’s physicians and physician organization 
networks based on the wide variation in clinical quality, satisfaction, and total cost of care across the 19 
Covered California regions by insurance type. Covered California encourages insurers to use the IHA 
Atlas data to profile their networks by displaying the cost and quality of physician organizations and 
physicians that serve HMO, EPO and PPO enrollees. Covered California is working with other 
purchasers, insurers, physician organizations and other stakeholders to define or create a standard for 
low-quality and high-cost physician organizations that could be the basis for targeted improvement or 
removing such physician organizations from their networks. As with variation in hospital networks, the 
first priority will be to seek ways to align efforts to improve care. 

62 Data only available for plan year 2015 and plan year 2017-18. Covered California did not ask this question in the Certification Application 
for plan year 2016. 
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Chapter 10: Appropriate 
Interventions 
Appropriate Interventions include examining 
clinical interventions, such as prescription and 
nonprescription pharmaceutical treatments, 
procedures (like surgery), diagnostic tests (lab 
tests, X-rays, MRIs, etc.) and devices (like 
implants and pacemakers), to ensure they are 
rooted in the Institute of Medicine’s six aims for 
ensuring every individual’s care is safe, timely, 
effective, efficient, equitable, and patient-
centered.63 Equally important is effective 
consumer and patient engagement that (1) 
supports consumers in making decisions about 
health care services, treatments, and providers 
that are consistent with their values and 
preferences and (2) fosters access to care. 

Appropriate Interventions is an expansive topic, 
but this chapter, focuses on the following: (1) 
pharmacy utilization management; (2) consumer 
and patient engagement, which includes the use 
of cost transparency tools and shared decision-
making; (3) addressing overuse of care through 
Smart Care California; and (4) appropriate use of 
services, as measured through standard 
measures in the Marketplace Quality Rating 
System. 

This chapter on Appropriate Interventions is 
organized as follows: 

Section 1. Qualified Health Plan Experience 

Section 2. Health Plan Measures Reported to 
the Marketplace Quality Rating System 

Section 3. Implications for the Future 

Highlights 

• In 2018, ten insurers considered value in 
pharmacy formulary management and ten 
insurers used at least one third-party value 
assessment methodology (e.g. ICER Value 
Assessment Framework). 

• All health insurance companies use a 
systematic, evidence-based process for 
monitoring off-label use of 
pharmaceuticals. 

• Virtually all of Covered California enrollees 
have access to cost transparency tools to 
assist consumer decision making about 
treatments or procedures (ten of 11 
insurers covering 99 percent of enrollees). 

• Insurers are approaching completion of 
implementation of many of the 
recommended Smart Care California 
improvements to reduce opioid overuse 
including limiting the quantity of tablets in 
first prescriptions, removing barriers to 
medication-assisted treatment and drugs 
used to reverse overdoses. This 
collaborative work with other California 
state purchasers has contributed to 
reduced opioid prescribing and increased 
prescribing for buprenorphine, the leading 
medication to treat opioid disorders. 

• Covered California is continuing to expand 
the scope and nature of its efforts to reduce 
waste and assure patients are only getting 
medically necessary care. 

Section 1. Qualified Health Plan Experience 
Qualified Health Plan Experience presents performance data reported by health insurance companies 
for contract requirements and includes assessments and observations by Covered California. 

63 Committee on Quality Health Care in America, Institute of Medicine. (2001). Crossing the quality chasm: a new health system for the 21st 
century. Washington, D.C.: National Academy Press. 
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Pharmacy Utilization Management 
One component of appropriate interventions is the appropriate use of prescriptions and how health 
insurance companies consider cost and quality in determining their drug lists or formularies. Drug costs 
continue to increase at a higher rate than other health care costs for generics, name brands and 
specialty drugs across all insurance markets. Health insurance companies can put downward pressure 
on drug spending through a variety of mechanisms. Covered California requires insurers to describe 
ways they are working to achieve value in drug spending, ranging from formulary decision making to 
decision support tools. Covered California collects information on health insurance company activities 
to inform its analysis of the relative efficacy of different strategies. As part of contract requirements on 
achieving value in prescription drug spend, insurers annually report the following: 

1. How they currently consider value in formulary selection; 
2. If independent value assessment methodologies are used, which ones are used; 
3. If and how construction of formularies is based on total cost of care; 
4. If and how off-label use is monitored; and 
5. The extent of decision support provided to prescribers and members. 

Because insurers reported information in a narrative format, further data would be needed to assess 
the effectiveness and impact of their activities, which may be facilitated by the addition of cost data to 
the information currently submitted by insurers to Covered California. 

Ten of 11 health insurance companies considered value in pharmacy formulary management in 2018 
(see Table 34. Covered California Insurer’s Consideration of Value in Formulary and Value Assessment 
Methods, 2017 and 2018). Nine insurers described the use of a value assessment methodology as part 
of their Pharmacy and Therapeutics (PandT) Committee, which all insurers are required to use. 

Health insurance companies also report on the use of the following third-party value assessment 
methodologies: 

• Drug Effectiveness Review Project (DERP) 
• NCCN Resource Stratification Framework (NCCN‐RF) 
• NCCN Evidence Blocks (NCCN‐EB) 
• ASCO Value of Cancer Treatment Options (ASCO‐ VF) 
• ACC/AHA Cost/Value Methodology in Clinical Practice Guidelines 
• Oregon State Health Evidence Review Commission Prioritization Methodology 
• Premera Value‐Based Drug Formulary (Premera VBF) 
• DrugAbacus (MSKCC) (DAbacus) 
• The Institute for Clinical and Economic Review (ICER) Value Assessment Framework (ICER‐

VF) 
• Real Endpoints 
• Blue Cross/Blue Shield Technology Evaluation Center 
• International Assessment Processes (e.g., United Kingdom’s National Institute for Health and 

Care Excellence (NICE)) 

Eight of 11 insurers used at least one third-party value assessment methodology as part of its PandT 
Committee process in 2018. Seven insurers consider value assessment in formulary tier placement. 

Health insurance companies use one of several different independent value assessment methodologies 
listed, but the Institute for Clinical and Economic Review (ICER) assessment is the most commonly 
used. ICER is considered to have a strong methodology compared to others and emphasizes 
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transparency, conflict-free funding, and actionable activities for plans that consider the total cost of 
care. ICER also includes a framework for evaluating short and long-term budget impacts, and includes 
a “value-based price benchmark,” reflecting how each drug should be priced to appropriately reflect 
long-term improved patient outcomes. 

Table 34. Covered California Insurer’s Consideration of Value in Formulary and Value Assessment 
Methods, 2017 and 2018 

Number of 
Health Plans 

Consideration of Value 2017 2018 
Consider value in pharmacy management 9 10 
Use value assessment methodology as part of Pharmacy and Therapeutics 
(PandT) process 6 9 

Use at least one third-party value assessment methodology 
(e.g. ICER Value Assessment Framework) 10 8 

Consider value assessment in formulary tier placement 7 7 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

For constructing formularies based on the total cost of care, seven of 11 insurers used a process for 
analyzing drug efficacy in context of total cost of care and outcomes (see Table 35. Covered California 
Insurer’s Consideration of Total Cost of Care in Formulary, Off-Label Use Monitoring and Decision 
Support for Providers and Consumers, 2017 and 2018). 

All 11 health insurance companies engaged in systematic, evidence-based process for monitoring off-
label use of pharmaceuticals, which reflects state law requirements for using nationally recognized 
sources for evidence-based off label monitoring. 

In 2018, nine of 11 insurers provided member-specific decision support for both prescribers and 
consumers, of which seven provided this support at the point-of-care. Several new software products 
have recently become available and are now being used by Covered California’s insurers to allow 
physicians to see pricing information on drugs they are prescribing and the availability of cheaper, 
equally effective alternatives. Examples of these software tools include Gemini Health’s Drug-Cost 
Transparency Service, Sure Scripts Real-Time Prescription Benefit, and OptumRx’s PreCheck 
MyScript. 

Table 35. Covered California Insurer’s Consideration of Total Cost of Care in Formulary, Off-Label Use 
Monitoring and Decision Support for Providers and Consumers, 2017 and 2018 

Number of 
Health Plans 

Consideration of Total Cost of Care 2017 2018 
Analyze drug efficacy in context of total cost of care and outcomes 7 7 
Use a systematic, evidence-based process for monitoring off-label use of 
pharmaceuticals 11 11 

Offer member-specific decision support initiatives for both the prescriber and 
consumer, including point-of-care support software 5 7 

Offer member-specific decision support initiatives for both prescriber and 
consumer, but not at the point of care 1 2 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 
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Consumer and Patient Engagement 
Cost Transparency Tools 
Covered California supports strategies that promote a competitive market with restraint on prices and 
provide access to high quality care. As part of its requirements for demonstrating action on high cost 
providers, Covered California required insurers to report on their efforts to make variation in provider or 
hospital cost transparent to consumers and the use of cost transparency tools by consumers.64 Cost 
transparency tools have the potential to reduce costs by enabling patients to switch to lower priced 
providers and publicly acknowledging high-priced providers which could lead to these providers 
reducing their prices.65 

Covered California required health insurance companies with more than 100,000 enrollees to deploy 
online tools and 10 of the 11 insurers now do so, representing 99 percent of Covered California 
enrollees. Table 36. Covered California Insurer’s Use of Cost Transparency Tools, 2015, 2017 and 
2018 describes the number of insurers that use cost transparency tools, what services are provided, 
and the percentage of enrollees with access to each type of tool. As of 2018, the tools offered to the 
most enrollees were Online Procedure and Treatment Cost Estimators, which were available through 
three different health plans to about 70 percent of enrollees. Other tools include Provider-Specific Cost 
Information which three health plans provide to about 21 percent of enrollees. 

Table 36. Covered California Insurer’s Use of Cost Transparency Tools, 2015, 2017 and 201866 

Number of Insurers 
Number of 

Enrollees with 
Access to Tool 

Percent of 
Total 

Enrollment 
(1,384,030) 

2015 2017 2018 2018 
Insurers Offering Cost Transparency Tools 6 9 10 1,371,720 99% 
Services Offered 
Online Cost and Quality Tool 1 1 1 67,070 5% 
Provider-Specific Cost Information 2 2 3 289,460 21% 
Online Procedure and Treatment Cost Estimator 3 3 3 974,780 70% 
Online Drug Cost Lookup Tool 1 5 5 706,140 51% 
Online Real-time Tracking of Out-of-Pocket 
Costs 3 6 7 1,218,270 88% 

Planning to add Cost Information Online 3 2 0 N/A N/A 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

The consumer utilization of available tools varied widely among Covered California’s contracted health 
insurance companies. The tools available to the largest number of enrollees were used by 3 percent to 

64 Network design and reference pricing are also strategies in this requirement. Network design is discussed in Chapter 9: Networks Based 
on Value in the sections on provider and facility selection criteria. No insurers reported using reference pricing, which would require 
Covered California making changes to its standard benefit design. 

65 Mehrotra, Ateev. "Defining the Goals of Health Care Price Transparency: Not Just Shopping Around." NEJM Catalyst, June 26 (2018). 
66 Data only available for plan year 2015 and plan year 2017-18. Covered California did not ask this question in the Certification Application 

for plan year 2016. 
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7.5 percent of consumers. There are not standard national benchmarks to assess the volume and type 
of consumer utilization of cost transparency tools, so Covered California is in the process of 
determining how best to assess what volume and type of utilization best meets consumers’ needs. 

While there is growing research on how best to effectively engage consumers in their care, discussions 
about value should both educate consumers and help them work with their providers to make better 
choices to align their preferences and likely outcomes.67 However, there are currently no standard 
benchmarks related to use of consumers tools and definitions of the types of users. Similarly, there are 
multiple definitions for consumer engagement, with all assuming that consumers have the knowledge 
and skills to understand and participate in the engagement process.68 Covered California is reviewing 
these issues and the available evidence to inform future contract expectations. 

Shared Decision-Making 
There is clear evidence that for many “preference-sensitive” conditions, clinicians do not regularly elicit 
patients’ preferences or provide information to support informed patient decision-making. Too often 
variation in care tracks with provider preferences rather than those of patients. Shared decision-making 
engages patients in bringing their values and preferences to bear often with the help of decision aids 
that present the basic science of the condition being treated, the various options for treatment and the 
tradeoffs such as quality or length of life. Shared decision-making is designed for preference-sensitive 
conditions, such as breast cancer, prostate cancer, and knee and hip replacements where more than 
one evidence-based treatment is available or where the evidence is incomplete or uncertain. Variation 
in treatment of these conditions based on patient preferences is important and the Covered California 
contract requirements included reporting how insurers support shared decision-making including the 
proportion of patients with preference sensitive conditions who have used a decision aid. 

The requirement for health insurance companies to report on shared decision-making was put on hold 
to enable health insurance companies to focus on cost and quality tools and implement the Smart Care 
initiatives described below. Based on Covered California’s ongoing discussions with insurers, several 
have contracts with vendors that publish decision aids and are using them in case management. 

Evidence documents that when patients use decision aids to support shared decision-making with their 
clinician at the time and place decisions are made, their knowledge of their options improves, and they 
feel better about what matters to them.69 There are a variety of vendors for decision aids which vary in 
quality and evidence supporting their effectiveness. Each insurance company and many medical 
groups have made their own vendor selections and therefore offer different tools. None has achieved 
implementation at scale and it’s unlikely they will with this diversity. Covered California has an 
opportunity over the next several years to work with stakeholders across the delivery system to 
consider selecting a single vendor and to support broad adoption of shared decision-making at the 
point of care. 

67 S, Delbanco, T. Delbanco, Technology and Transparency: Empowering Patients and Clinicians to Improve Health Care Value, Ann Intern 
Med. 2018;168(8):585-586. 

68 Hibbard JH. (September 2017). Refining Consumer Engagement Definitions and Strategies. Journal of Ambulatory Care Management. 
69 The most current best evidence is documented in Chapter 9: Appropriate Interventions of a companion Covered California report, Current 

Best Evidence and Performance Measures for Improving Quality of Care and Delivery System Reform. 
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Addressing Overuse of Care through Smart Care California 
In 2015, Covered California joined the other state purchasers, the Department of Health Care Services 
(DHCS) and the California Public Employees’ Retirement System (CalPERS), to form a multi-
stakeholder workgroup called Smart Care California to address overuse of services that result when 
evidence-based practices are not being followed. This multi-stakeholder work group is facilitated by the 
Integrated Healthcare Association (IHA), with funding and thought leadership from the California Health 
Care Foundation (CHCF). Smart Care California selected three areas of focus from the list of Choosing 
Wisely guidelines published by the American Board of Internal Medicine Foundation in cooperation with 
other specialty societies: (1) low-risk (nulliparous term, singleton, vertex (NTSV)) deliveries performed 
without medical indication; (2) opioid overuse and misuse; and (3) imaging for low back pain.70 

Health insurance companies are invited to participate in the development of improvement strategies 
and are required to adopt the guidelines developed by Smart Care California. All insurers are 
participating either as regular attendees or by implementing guidelines published by Smart Care 
California. Work is underway for adopting best practices for payment for maternity services as well as 
for combatting the opioid crisis. At this time, Smart Care has focused on these two areas, while overuse 
of imaging for low back pain, which would entail a large-scale effort to change the care patterns of 
thousands of physicians across California, has been on hold while resource and other implementation 
challenges are considered. The measure for imaging for low back pain will still be collected in 
Marketplace QRS and other quality measurement programs. 

Health insurance companies’ efforts to reduce low-risk C-section deliveries are impacting the entire 
maternity population served at each plan’s network hospitals, not just Covered California’s enrolled 
population. In addition, Covered California, DHCS, and CalPERS are collaboratively engaged in efforts 
to reduce low-risk C-sections, so the same initiatives are positively impacting their hospitals and care 
regardless of the source of the consumer’s coverage. Further discussion of efforts to reduce low-risk C-
sections is included in Chapter 11: Sites and Expanded Approaches to Care Delivery. 

Smart Care California Efforts to Reduce Opioid Overuse 
The Smart Care California work group has surveyed health insurance companies on their efforts to 
reduce opioid overuse in four categories: (1) preventing new starts; (2) managing pain safely; (3) 
treating addiction; and (4) stopping death. Comparison of performance in these areas are based on 
aggregated survey data from Covered California, CalPERS and DHCS is provided in Figure 9. Smart 
Care California Purchaser Level Performance on Opioid Overuse Reduction, 2018. Covered California 
insurers are approaching completion of implementation for many of the recommended improvements 
including limiting the quantity of tablets in first prescriptions, removing barriers to medication-assisted 
treatment and for drugs used to reverse overdoses. The table below reflects remarkable improvement 
as none of these recommendations were practices before Smart Care California published their 
guidelines. This survey will continue to be conducted annually. 

According to the Smart Care survey, all 11 Covered California insurers now implement quantity limits 
for new starts of opioids and nine Covered California insurers have removed prior authorization for 
physical therapy for back pain, improving timely patient access to care and preventing new starts of 
opioid medications. The survey also indicates that more than half of insurers have increased access to 

70 See more: https://www.iha.org/our-work/insights/smart-care-california. 
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behavioral health services for patients with chronic pain, while two insurers are in the planning stages 
to increase access. These improvements have the potential to greatly aide in curbing the opioid 
epidemic in the state. 

Figure 9. Smart Care California Purchaser Level Performance on Opioid Overuse Reduction, 2018 

Source: Smart Care California, 2019 

As seen below in Figure 10. California 2010-2018 Progress on Opioid Overuse Reduction, prescribing 
for opioids is falling and prescribing for buprenorphine, the leading medication to treat opioid disorders, 
is rising. But overdose deaths remain high. The reason overdoses are still such a threat appears to be 
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that street drugs are replacing prescription drugs as the cause of death.71 This data implies that neither 
California or the nation has found the right balance for treating opioid addiction. Opioid prescriptions 
appear to have fallen faster than capacity for treatment has expanded. 

Figure 10: California 2010-2018 Progress on Opioid Overuse Reduction 

Source: California Health Care Foundation analysis of data from the California Department of Public Health 
www.cdph.ca.gov/opioiddashboard 

Much more needs to be done to support providers in reducing opioid prescriptions safely including 
expanding access to medication assisted treatment. While efforts to address the opioid epidemic have 
benefited from many sectors focusing needed attention on this problem, Covered California believes 
the Smart Care initiative is an example of how improvement can be encouraged when major 
purchasers — in this case Medi-Cal, CalPERS and Covered California — align to work with insurers 
and providers to meet a common clinical need. Additionally, Covered California is more closely tracking 
opioid use and medication assisted treatment use through its Healthcare Evidence Initiative database. 

Section 2: Health Plan Measures Reported to the Marketplace Quality 
Rating System 
Health Plan Measures Reported to the Marketplace Quality Rating System details health plan 
performance on Healthcare Effectiveness Data Information Set (HEDIS) and Consumer Assessment of 
Healthcare Providers and Systems (CAHPS) measures reported to the Centers for Medicaid and 
Medicare Services’ Quality Rating System (QRS). These standard performance measures are a key 
mechanism used by Covered California for health plan oversight and accountability. 

71 The New York Times, “Short Answers to Hard Questions About the Opioid Crisis”, Josh Katz, August 10, 2017 
https://www.nytimes.com/interactive/2017/08/03/upshot/opioid-drug-overdose-epidemic.html. 
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See Appendix 2: Additional Health Plan Measures Reported to the Quality Rating System, for six 
Quality Rating System measures that pertain to Appropriate Interventions: 

1. Avoidance of Antibiotic Treatment in Adults with Acute Bronchitis (Table A23) 
2. Appropriate Testing for Children with Pharyngitis (Table A24) 
3. Appropriate Treatment for Children with Upper Respiratory Infection (Table A25) 
4. Use of Imaging Studies for Low Back Pain (Table A26) 
5. Annual Monitoring for Patients on Persistent Medications (Table A27) 
6. Access to Information (Table A28) 

These measures address the both the overuse of low value services and the appropriate use of 
services. The first three measures above reflect efforts to reduce overuse of antibiotics which is 
resulting in wide spread resistance to potentially lifesaving treatment. 

Imaging for low back pain, especially CT and MRI scans, should only be used when considering 
surgery for intractable pain or neurologic complications related to low back pain. 

Many patients with conditions like rheumatoid arthritis are on complex medications with potential side-
effects. Standard routine monitoring, as measured by Annual Monitoring for Patients on Persistent 
Medications, may be overlooked if not tracked and implemented systematically. 

As detailed under the section on shared decision-making, supporting patients with the right information 
to partner with their providers to decide on appropriate interventions for their care is critical not only for 
preference sensitive care but to increase adherence to evidence-based care. 

Section 3: Implications for the Future 
There is good evidence that a very high proportion of care delivered is unwarranted or delivered poorly; 
some diagnostic tests are overused, and there is limited information available to assess relative efficacy 
and value of many drugs, devices and even some surgical interventions. Genetic testing is starting to 
show value in guiding clinical decisions and “personalized” approaches to cancer care are being 
developed and tested. All these innovations come with extraordinary costs and only preliminary 
understanding of which patients will benefit the most. 

Shared decision making requires that there is active and transparent information sharing between 
consumers and their providers. Cost and quality tools provide consumers with the knowledge to better 
engage with their own health decision making, but even among the tools that are available today there 
is little success engaging patients or providers in their adoption. Future improvements in technology 
and data sharing will lead to better consumer engagement. Covered California is continuing to monitor 
insurers to ensure that consumers are being provided the most reliable tools and information so that 
they can receive the best care at the right time. Covered California has an opportunity over the next 
several years to work with stakeholders across the delivery system to consider selecting a single 
vendor and to support broad adoption of shared decision-making at the point of care. 

Over the next few years, a wide range of innovations in care delivery will have dramatic impacts on how 
care is provided, and the quality and cost of that care. Covered California has shown how purchasers, 
payers and providers can work together in adopting best practices to reduce variation in hospital 
performance and address overuse of opioids. Decision support to providers and patients at the point of 
care is particularly promising, whether through consumer cost tools integrated with the medical record, 
shared decision-making decision aids or point of care software integrated with electronic health record 
order entry to support adherence to formularies, bringing this information to where decisions are made 
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appears to be critical to successful adoption. Covered California is assessing the extent to which its 
contractual requirements can assist in prioritizing and standardizing implementation of best practices to 
benefit all Californians. 
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Chapter 11: Sites and Expanded 
Approaches to Care Delivery 
Covered California is better understanding and 
promoting evidence-based health interventions and 
treatments beyond the traditional physician office 
and hospital-based care, whether on an inpatient or 
outpatient basis: urgent care facility, retail facilities 
such as drop-in clinics, at home, or through a variety 
of emerging telehealth strategies. Expanded 
approaches to care delivery also includes who 
provides care in addition to physicians including 
clinically appropriate providers such as registered 
nurses, pharmacists, midwives, nurse practitioners, 
physician assistants or non-licensed providers like 
community health workers. 

This chapter on Sites and Expanded Approaches to 
Care Delivery has a different organization. “Sites” 
refer to the traditional medical care settings of 
hospitals and physician offices. Care in physician 
offices is covered in Chapter 7: Promotion of 
Effective Primary Care, while Chapter 10: 
Appropriate Interventions, examines various clinical 
interventions largely delivered in or ordered by 
physician offices, to ensure they are rooted in the 
Institute of Medicine’s six aims for safe, timely, 
effective, efficient, equitable and patient-centered 

72care.

Hospital care is a broad topic and can include a 
range of system level reforms. This chapter focuses 
on publicly reported performance data that health 
insurance companies are using to establish contract 
requirements for hospital quality and safety, which 
are (1) within an insurer’s oversight authority; (2) 
help foster alignment across contracted insurers and 
their contracted hospitals; and (3) benefit from the 
availability of publicly reported hospital performance 
data reflecting the experience of the hospital’s entire 
patient population. Covered California has worked 
with hospitals and the California Hospital Association 
to select measures for which coaching programs, 

• The California Department of Public 
Health reports that as of 2018 there 
has been a statistically significant 
reduction in major types of hospital 
associated infection rates in California 
hospitals (CLABSI, SSI, MRSA, and C. 
difficile bacterial). Covered California’s 
contract requirements — aligned with 
those of CMS and other purchasers — 
insurer engagement, and work with 
improvement collaboratives have 
contributed to 3,392 infections avoided, 
251 lives saved and over $62M in one-
year cost savings. 

• Covered California’s support for 
appropriate C-Sections helped 56% of 
California hospitals achieve the 
national goal of NTSV C-section rates 
of 23.9% or lower in 2018, 
representing a 12-point improvement 
from 2015, avoiding 7,200 C-sections 
over 3 years. 

• The number of insurers that 
participated in the Smart Care 
California collaborative, increased from 
six to all 11 by 2017 with full 
participation continuing since then. 
Similarly, the number of insurers that 
participated in Partnership for Patients 
collaborative increased from two to ten 
insurers between 2016 and 2018. 

• For insurer engagement of network 
hospitals, 10 insurers were assessed 
as having Full Engagement or 
Engaged for hospital safety in 2018. 
For maternity care, all 11 insurers were 
assessed as Full Engagement or 
Engaged for maternity care in 2018. 

72 Committee on Quality Health Care in America, Institute of Medicine. (2001). Crossing the quality chasm: a new health system for the 21st 
century. Washington, D.C.: National Academy Press. 
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quality collaboratives and change packages are available and aligned with priorities established by 
national consensus including CMS and Healthy People 2020. 

For expanded approaches to care delivery, current requirements pertaining to (1) telehealth and (2) 
Centers of Excellence are discussed, while Covered California has not developed reporting or contract 
requirements related to many of the existing and evolving sites of care or approaches. 

Qualified Health Plan Experience 
For hospital quality and safety, Covered California has the following requirements of contracted 
health plans:73 

1. Encouraging hospital participation in quality improvement collaboratives and coaching programs 
2. Reducing the avoidable hospital associated infections (HAIs) starting with the metrics included 

in the CMS Hospital Acquired Condition Reduction Program (HACRP) 
a. Catheter associated urinary tract infection (CAUTI) 
b. Central line associated blood stream infections (CLABSI) 
c. Methicillin-resistant Staphylococcus aureus (MRSA) 
d. Clostridioides difficile (formerly Clostridium difficile bacterial infection) (CDI) 
e. Surgical site infection of the colon (SSI Colon) 

3. Reducing low-risk, nulliparous term singleton vertex (NTSV) C-section rates to 23.9 percent or 
lower (a national Healthy People 2020 goal);74 

4. Expanding value-based payments for hospital quality and maternity care including: 
a. Tying two percent of hospital payments to value by the end of 2019 
b. Eliminating financial incentives for hospitals or physicians to perform C-Sections; and 

5. Excluding a hospital from their network initially by year-end 2020 if the hospital is an outlier poor 
performer and not working to improve safety and maternity care. 

For expanded approaches to care delivery, Covered California requires health plans to use 
technology, including telehealth and remote home monitoring,75 to assist in higher quality, accessible, 
patient-centered care. 

Hospital Quality and Safety 
Encouraging Hospital Participation in Coaching Programs and Collaboratives 
Health insurance companies are required to encourage hospitals to participate in the Partnership for 
Patients coaching program, which is funded by the federal Department of Health and Human Services 
(HHS) to support designated Hospital Improvement Innovation Networks (HIINs).76 In California, there 
are 5 HIINs which engage individual hospitals and systems to participate in trainings to reduce hospital 
associated infections, adverse drug events, falls, pressure ulcers, and other negative health events that 
occur in hospital settings.77 This encouragement can be accomplished through hospital administrator 

73 Currently, hospital quality and safety performance are tracked at general acute care (GAC) hospitals, because specialized hospitals (such 
as long-term care) have different performance benchmarks and variables to consider. 

74 First pregnancy (nulliparous), full term, no twins or beyond (singleton), and head down (vertex) or NTSV pregnancies are generally thought 
of as low risk. See more: https://www.healthypeople.gov/2020/topics-objectives/topic/maternal-infant-and-child-health 

75 Telehealth services can include remote monitoring when used for disease management in between visits. 
76 See more: https://partnershipforpatients.cms.gov/about-the-partnership/aboutthepartnershipforpatients.html. 
77 In California, the five HIINs are: (1) Health Services Advisory Group, which is managed by the Hospital Quality Institute, (2) Dignity, (3) 

Vizient (created by the VHA/UHC merger), (4) Children’s Hospitals’ Solutions for Patient Safety, and (5) Premiere Inc. 
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engagement, letter campaigns to providers, contracting discussions, and other creative means that 
communicate the importance and urgency of reducing the incidence of avoidable negative health 
events in hospitals. 

Covered California also requires insurers to engage with their network hospitals to promote awareness 
of (1) NTSV C-section rates, (2) availability of provider and consumer education, and (3) promote 
participation in data sharing and coaching offered by the California Maternal Quality Care Collaborative 
(CMQCC), with the goal of reducing NTSV C-sections to the national Healthy People 2020 target of 
23.9 percent of deliveries or lower. The CMQCC is a multi-stakeholder organization that provides real 
time data sharing, quality improvement toolkits, and coaching collaboratives to improve maternal and 
neonatal health in several measure areas, including NTSV C-sections. Additionally, Smart Care 
California built consensus around a menu of payment structures to promote the goal of ending financial 
incentives for providing NTSV C-Sections: (1) blended case rates; (2) low risk C-section reduction as a 
metric for payment incentive programs; or (3) population-based payment models.78 

As shown in Table 37. Covered California Insurer Participation in Improvement Collaboratives, the 
number of insurers that participated in Smart Care California increased from six to 11 between 2016 
and 2017 and this trend of full participation continued through 2018. Similarly, the number of insurers 
that participated in Partnership for Patients increased from two to ten health plans between 2016 and 
2018. 

Table 37. Covered California Insurer Participation in Improvement Collaboratives79 

Collaborative 2016 2017 2018 
Smart Care California 
Focuses on outreach to reduce NTSV C-Sections through 
collaboration with California Maternal Quality Care Collaborative 

6 11 11 

Partnership for Patients 
U.S. Department of Health and Human Services program that 
focuses on reducing infections in hospitals 

2 10 10 

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Health insurance companies have engaged network hospitals on the importance of reducing hospital 
associated infections and NTSV C-sections and are spreading awareness of ways that performance 
can be improved, such as coaching programs through Partnership for Patients funded HIINs and 
CMQCC. Insurer activities range from sending tailored mail to hospitals, physicians and administrative 
staff, tracking measures and discussing performance in regular hospital quality meetings or contract 
renewal meetings, including participation in coaching programs as a metric in hospital incentive 
programs, hosting webinars, adjusting website content for members and providers, and visiting 
hospitals to distribute materials. 

As summarized below (Table 38. Covered California Insurer Engagement with Network Hospitals), 
Covered California assessment of insurer engagement activities with hospitals on improving quality 

78 Smart Care California. October 2017. Aligning Birth Payment to Reduce Unnecessary C-Section. 
http://www.iha.org/sites/default/files/files/page/c-section_menu_of_payment_and_contracting_options.pdf 

79 Covered California did not ask the specific collaborative participation question in 2019 QHP Certification Application (reported in 2018). 
The year in these tables refers to the year the information was submitted by the insurer to Covered California, so it may refer to activities in 
the previous year or in the first quarter of that year. For example, a summary for 2017 likely includes activities from 2016 and the first 
quarter of 2017. 
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found the number of insurers with Full Engagement for hospital safety tripled from three to nine 
between 2016 and 2017. As of 2018, 10 insurers had Full Engagement or were Engaged for Hospital 
Safety. For maternity care, most insurers have consistently had Full Engagement from 2016 to 2018, 
with all plans having Full Engagement or Engaged as of 2018. 

Table 38. Covered California Insurer Engagement with Network Hospitals 

Hospital Safety Maternity Care 
Assessment 2016 2017 2018 2016 2017 2018 

Full Engagement 
Active engagement with hospitals in quality 
improvement includes best practices to be potentially 
shared among health plans. 

3 9 8 9 9 8 

Engaged 
Has initiated engagement with hospitals either through 
internal planning or external action. 

5 1 2 1 1 3 

Minimal Engagement 
Has not acted either internally or externally to engage 
with hospitals. 

3 1 1 1 1 -

Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Partly as a result of insurers’ encouragement and other factors, including growing hospital awareness 
of Covered California’s focus on outlier poor performance, there is now nearly universal participation in 
improvement collaboratives among California’s hospitals. Publicly reported data on hospital 
participation in quality improvement programs shows a positive trend over the past four years, with 148 
hospitals participating in 2014 to 251 hospitals in 2018 (see Figure A2. California Hospitals Involved in 
Hospital Quality Institute Hospital Improvement Innovation Networks, 2014-18 in Appendix 4: Additional 
Publicly Reported Hospital Quality and Safety Data). Participation in the five HIIN improvement 
programs is near universal, with fewer than ten acute care hospitals in California not participating, 
according to the Hospital Quality Institute. 

Collectively Reducing Avoidable Hospital Associated Infections 
Covered California has focused on aligned and collaborative efforts to promote hospital safety based 
on the recognition that improving hospital performance in this area requires a comprehensive and 
cross-payer approach. 

Every day, about one in 25 hospital patients nationally contracts at least one hospital associated 
infection (HAI).80 These infections can significantly delay recovery, increase the expense of a hospital 
stay, and even result in death. Of the approximately two million American patients who acquire a HAI 
annually, an estimated 90,000 will die.81 Before implementation of the Partnership for Patients program, 

80 Centers for Disease Control and Prevention. Healthcare-associated Infections. Retrieved from: https://www.cdc.gov/hai/index.html. 
81 Stone, P. W. (2009). Economic burden of healthcare-associated infections: an American perspective. Expert review of 

pharmacoeconomics and outcomes research, 9(5), 417-422. 
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it was estimated that HAIs and other avoidable hospital complications were associated with more than 
400,000 deaths per year.82,83 

Not only are HAIs harmful, they are also a burden on the healthcare system. The cost of a single case 
can range from just under $1,000 to nearly $50,000, with costs borne by insurers, employers, and 
patients through out-of-pocket expenses.84 Depending upon the type of infection, the direct cost of HAIs 
to hospitals ranges from $28 billion to $45 billion.85 

Measures to track HAIs are readily available through CMS Hospital Compare, California Department of 
Public Health (CDPH), and Cal Hospital Compare. Covered California determined the five HAIs to focus 
on through consultation with stakeholders and subject matter experts including CDPH, Cal Hospital 
Compare, Hospital Quality Institute (a quality improvement center within the California Hospital 
Association), Centers for Medicare and Medicaid Services (CMS), insurers, and consumer advocates. 
The criteria for selecting these measures were: 

• Clinical importance; 
• Robust, publicly available performance data; 
• Alignment with other purchasers including CMS; 
• Wide variation in performance among California hospitals; and 
• Availability of coaching collaboratives with change packages to support improvement for free or 

minimal cost to hospitals. 

Understanding Hospital Performance Variation to Target Quality Improvement Efforts 
Covered California assists insurers in understanding hospital performance variation to enable better 
targeting of hospitals for engagement and quality improvement. Covered California displays hospital 
performance through graphic distributions where every California hospital’s measure score is 
represented by a dot, and dots are color coded to denote in- or out-of-network status. The goal of these 
graphs is to bring attention to the variation in hospital performance on each HAI and to help insurers 
know which hospitals to focus on in their engagement and quality improvement efforts. For example, 
below Figure 11. Sample of One Covered California Insurer’s Hospital Associated Infection Incidence 
for Catheter-associated Urinary Tract Infection (CAUTI) — In-Network and Out-of-Network Hospitals, 
2018 shows the performance of an insurer’s 2018 network for CAUTI standardized infection ratios. The 
hospitals identified by blue dots on the right-hand side of the chart represent in-network hospitals for 
this insurer that have infection rates above the risk adjusted expected rate. Covered California’s 
identification and display of hospital infection rates provides additional information for insurers to use in 
their design of networks and in their engagement with hospitals to encourage participation in quality 
improvement initiatives. 

82 James, J. T. (2013). A new, evidence-based estimate of patient harms associated with hospital care. Journal of patient safety, 9(3), 122-
128. 

83 Potentially avoidable errors were grouped into the following categories: 1) errors of commission; 2) errors of omission; 3) errors of 
communication; 4) errors of context; and 5) diagnostic errors. 

84 Castlight and The Leapfrog Group. (2018). Healthcare-Associated Infections. Retrieved from: https://www.leapfroggroup.org. 
85 Ibid. 
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Figure 11. Sample of One Covered California Insurer’s Hospital Associated Infection Incidence for 
Catheter-associated Urinary Tract Infection (CAUTI) — In-Network and Out-of-Network Hospitals, 2018 

Source: 2018 Data from Cal Hospital Compare and California Department of Public Health (CDPH). 

To develop tailored approaches for targeting network hospitals for improvement, insurers can also 
leverage the 2018 HAI reports from CDPH,86 which list hospitals with better or worse HAI incidence 
than the national baseline by county (see Appendix 4: Additional Publicly Reported Hospital Quality and 
Safety Data). 

Publicly reported data on HAIs are reported at the hospital level, not the insurer level, through CDPH 
data on infection rate trends. According to the CDPH, there has been a statistically significant reduction 
in CLABSI, SSI, MRSA, and C. difficile bacterial infection rates between 2015 and 2018 (see Figure 12. 
Hospital Associated Infection Incidence in California Hospitals, 2015-18).87 

For these four HAI measures, the above chart shows a steady drop over three years, of which C. 
Difficile infections were the last to show progress, but as of 2018 has dropped 41 percent since 2015. 
The rates are expressed as a ratio of observed over a risk adjusted expected rate based on national 
standards. For all infection rates to be falling and for all rates to be below the national expected ratio of 
1.0 reflects concerted effort among many stakeholders in California and represents remarkable 
progress. CDPH does not include hospital CAUTI information in its analysis. 

86 See more: https://www.cdph.ca.gov/Programs/CHCQ/HAI/Pages/AnnualHAIReports.aspx. 
87 For additional data, see C. Diff Incidence Rates in California Counties in Appendix 4. 
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Figure 12. Hospital Acquired Infection Incidence in California Hospitals, 2015-18 

Note: Hospital associated infections are reported as a standardized infection ratio (SIR), a risk-adjusted measure managed nationally that 
compares observed versus expected number of complications per year. The dashed line represents an SIR of 1.0. A score of 1.0 means a 
hospital has an expected rate while below 1.0 is better and above is worse. 

Source: California Department of Public Health. November 2019. 

It is challenging to calculate the impact of hospital infections that have been prevented. However, Cal 
Hospital Compare, with support from IBM Watson, calculated the mortality rates of hospital associated 
infections and the usual costs of caring for those infections based on evidence from the literature. They 
have evidence to support this calculation for four of the targeted infections: CLABSI, CAUTI, SSI Colon, 
and C. Diff. The result, for the twelve months between October 1, 2017 and September 30, 2018, 
compared to April 1, 2016 to March 31, 2017, shows that 3,392 infections were avoided resulting in 251 
Californian lives saved and $62 million dollars saved. 
It is important to note that Covered California insurer engagement and payment strategy efforts did not 
create this improvement alone, but the contract requirements were likely helpful contributors to the 
success.88 Covered California has partnered with existing stakeholder groups and organizations, to 
implement hospital quality and safety requirements that include a standard set of metrics and several 
common approaches to quality improvement with aligned expectations across 11 health insurance 
companies. Prior to 2016, health insurance companies did not find most hospitals receptive to 
discussion of quality performance in contract discussions and insurer medical management and 
network management teams were traditionally siloed internally. Importantly, under the leadership of the 
Hospital Quality Institute, the California Hospital Association has taken a lead in increasing the focus on 
quality. Health insurance companies also reported that the alignment of 11 insurers with consistent 
message of insurer accountability for variation and a prioritized set of measures has changed the 
environment and supported measurable improvement. 

88 Of note, these requirements became effective in 2017 but stakeholder discussions on the importance of quality improvement began in 
summer of 2015. Some plans began engaging hospitals earlier than 2017 and some as early as summer 2015. 
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Collectively Reducing Unnecessary C-Sections: Reduce Low-Risk NTSV C-Section 
Rates to 23.9 Percent or Lower 
C-sections can be life-saving, but significant numbers of healthy first-time mothers are undergoing this 
major surgery when it is not medically necessary. Unnecessary C-sections are dangerous for the 
mother and baby, increasing the risk of complications such as hemorrhage, infection, transfusions, 
blood clots, respiratory complications, and neonatal intensive care unit (NICU) admission.89 Roughly 90 
percent of women with a prior C-Section currently deliver by C-section for future births, leading to 
higher risks of additional complications, including placenta previa or accreta and uterine rupture (which 
can cause hemorrhage, hysterectomy, or death).90 Compared to vaginal delivery, babies born by repeat 
C-section have higher rates of respiratory morbidity and NICU admission rates resulting in longer 
hospital stays and higher medical costs.91 

Covered California holds health insurance companies responsible to manage variation in provider 
performance across their contracted networks rather than manage to average performance. To that 
end, insurers are required to engage with their network hospitals to promote awareness of (1) low risk 
C-section rates, (2) availability of provider and consumer education, and (3) promote participation in 
data sharing and coaching offered by the California Maternal Quality Care Collaborative (CMQCC), with 
the goal of reducing NTSV C-sections to 23.9 percent of deliveries or lower (as set in the national 
Healthy People 2020 goals). 

CMQCC gained national attention for contributing to California’s decreasing maternal mortality rates 
and now works to reduce NTSV C-sections. Hospital participation in the CMQCC data collection and 
improvement collaborative is now nearly universal partly due to insurer encouragement and inclusion in 
contracting discussions with hospitals. As of July 2018, nearly 95 percent of California hospital births 
occur at hospitals participating in data reporting or collaboratives managed by the Maternal Data Center 
(MDC) within the CMQCC (see Figure A3: Percentage of California Hospital Births at CMQCC 
Participating Hospitals in Appendix 4: Additional Publicly Reported Hospital Quality and Safety Data).92 

Progress to reduce NTSV C-sections has been substantial between 2015 and 2018. In 2015, the 
variation in C-section rates for NTSV deliveries among maternity hospitals in California was enormous, 
ranging from 10 to 75.8 percent. Figure 13. Distribution of NTSV C-section Rates for Hospitals that 
Reported to the California Maternal Quality Care Collaborative, 2018 shows the range of NTSV C-
section rates for hospitals reporting to CMQCC in 2018. The range was 6.2 to 41.1 percent with an 
aggregated rate of 23.3 percent and a median of 23.2 percent, which are both below the Healthy 
People 2020 target of 23.9 percent. The absence of the highest outliers signifies substantial change in 
maternity practice in the state of California. 

89 J. P. Souza et al., “Caesarean Section Without Medical Indications Is Associated with an Increased Risk of Adverse Short-Term Maternal 
Outcomes: The 2004-2008 WHO Global Survey on Maternal and Perinatal Health,” BMC Medicine 8 (November 10, 2010): 71, 
doi:10.1186/1741-7015-8-71. 

90 Smart Care California. (2017). Aligning Birth Payment to Reduce Unnecessary C-Section: A Menu of Options. Retrieved from 
http://www.iha.org/sites/default/files/files/page/c-section_menu_of_payment_and_contracting_options.pdf 

91 Kamath, B. et al. “Neonatal Outcomes After Elective Cesarean Delivery”. Obstetrics and Gynecology. 113(6):1231-1238, JUN 2009. 
92 As of July 2018, 221 of 240 maternity hospitals representing nearly 95 percent of California hospital births occur at hospitals participating 

in data reporting or collaboratives managed by the Maternal Data Center (MDC) within the CMQCC. 
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Figure 13. Distribution of NTSV C-section Rates for Hospitals that Reported to the 
California Maternal Quality Care Collaborative, 2018 

Note: Each of the blue bars represents each of the hospitals for which there is data available. HP 2020 refers to the Healthy People 2020 
target of reducing NTSV C-Sections to 23.9 percent or less of deliveries. 
Source: CMQCC Maternal Data Center 

After concerted effort by almost every maternity hospital in the state with contractual and other support 
from the three large state purchasers — Medi-Cal, CalPERS and Covered California — and the Pacific 
Business Group on Health, representing both public and private purchasers, 56 percent of California 
maternity hospitals that report to CMQCC (122 of 221) have achieved the national goal of NTSV C-
section rates of 23.9 percent or lower.93 On an aggregate level, CMQCC reported that 7,200 C-sections 
were avoided statewide from 2015 to 2018. 

As of the first half of 2019, the number hospitals that participate in CMQCC and meet the NTSV C-
section target was 63 percent (compared to 44 percent in 2015) and there has been a 22 percent 
decrease in the percent of hospitals with a rate above 26 percent (42 percent in 2015) (see Figure 14. 
Hospitals with C-Sections Rates Below 23.9 Percent or Above 26 Percent Reported to the California 
Maternal Quality Care Collaborative, 2018). 

93 Smart Care California. (2018). 2018 Hospital C-Section Honor Roll. Retrieved from 
https://www.iha.org/sites/default/files/2018_hospital_award_winners_final.pdf. 
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Figure 14. Hospitals with C-Sections Rates Below 23.9 Percent or Above 26 Percent 
Reported to the California Maternal Quality Care Collaborative, 2018 

Source: CMQCC Maternal Data Center, 2019 

Expand Value-based Payments for Hospitals and Maternity Care 
Just as Covered California promotes changes in how physicians are paid to foster payments that 
encourage coordination and advanced primary care (see Chapter 7: Promotion of Effective Primary 
Care), it requires insurers to change payments to improve hospital quality and maternity care. Health 
plans are required to adopt payment methods that (1) tie at least two percent of hospital payments to 
value, and (2) eliminate financial incentives for hospital facilities or physicians to perform C-Sections. 

Hospital Payments: Health insurance companies are required to adjust payments to hospitals so that 
at least two percent of overall hospital payments are tied to value for each product by the end of 2019 
and increasing over the following years to at least 6 percent by year-end 2023. This can be 
accomplished by either withholding payment pending documentation of quality performance, bonuses, 
or a combination of both depending on the circumstances at each hospital. Health insurance 
companies are required to include the five specific HAI measures and the NTSV C-section measure, 
but insurers are given flexibility to include appropriate additional metrics based on their judgment and 
priorities such as patient satisfaction, additional clinical quality measures, safety, or readmissions. 
However, the entire two percent cannot be attributed to readmissions due to concern that hospitals 
serving a disproportionate share of disadvantaged populations may be inadvertently harmed. 

Maternity Care Payments: Health insurance companies are encouraged to adjust labor and delivery 
payments to physicians and hospitals so that by year-end 2019 payment does not incentivize 
performing C-sections. To provide guidance to hospitals and insurers, Smart Care California, a public-
private multi-stakeholder workgroup led by California state purchasers, built consensus around the 
following payment structures: (1) blended case rates; (2) low risk C-section reduction as a metric for 
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payment incentive programs; or (3) population-based payment models.94 While Smart Care California 
emphasizes blended case rates, any of the payment structures would fulfill the requirement for payment 
to not incentivize performing C-sections. 

As described in Table 40. Covered California Insurer Engagement in Changing Payments to Hospitals, 
2016-18, most insurers have been Re-contracting with value-based payments for hospitals. As of 2018, 
10 insurers were Actively Re-contracting or Re-contracting. The percent of network hospitals with 
value-based payments from the insurer is an indicator for the extent to which the insurer is scaling the 
program. Data reported for 2018 indicates wide variation in the extent to which an insurer’s network 
hospitals have value-based payments, after excluding insurers with integrated delivery systems (Kaiser 
Permanente and Sharp Health Plan). Four insurers reported between 20 to 100 percent of hospitals 
have value-based payment contracts, two insurers reported less than 10 percent of hospitals have 
value-based payment contracts, and four insurers reported that 0 percent of network hospitals have 
value-based payment contracts. 

For value-based payments for NTSV C-Sections, health plans made significant progress, from six 
health plans assessed as Actively Re-contracting or Re-contracting in 2016 to 10 health plans in 2018. 

Table 40. Covered California Insurer Engagement in Changing Payments to Hospitals, 2016-18 

Hospital Payments NTSV 
C-Sections 

Assessment 2016 2017 2018 2016 2017 2018 
Actively Re-contracting 
Active re-contracting of network to adjust payment. 2 3 4 4 6 7 

Re-contracting 
Describes efforts to start re-contracting payments (e.g. 
internal planning) and has initiated the process. 

7 7 6 2 3 3 

Minimal Re-contracting 
Has not yet started re-contracting toward value-based 
payment to hospitals. 

2 1 1 5 2 1 

Source: Covered California Staff Analysis of Qualified Health Plan Data Submitted for 2016-2018. 

Covered California has worked with some insurers to amend their contract on this requirement, either 
because they function as a capitated integrated delivery system that has a payment structure aligned 
with quality performance or their population is too small to be the basis for leverage in contract 
negotiations to change the business model. The common elements in amendments involve continuing 
to track measures, engaging hospitals to improve and continually making efforts to change payment if 
not already aligned. 

In summary, Covered California has worked with the California Hospital Association, Cal Hospital 
Compare, CMQCC and Smart Care California, all multi-stakeholder forums that include insurers, to 
adopt a focused list of maternity and safety metrics for hospitals. By working together and aligning 11 
insurers on a common set of metrics and payment structure, quality performance is now part of hospital 
contract discussions in ways it was not in prior years. The state is seeing reductions in NTSV C-
sections and avoidable hospital associated infections. 

94 Smart Care California. October 2017. Aligning Birth Payment to Reduce Unnecessary C-Section. Retrieved from: 
http://www.iha.org/sites/default/files/files/page/c-section_menu_of_payment_and_contracting_options.pdf. 
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Covered California’s requirements link hospital payment reform with hospital improvement efforts. 
Hospital performance is improving faster than implementation of hospital payment reforms. Sustaining 
these improvements in hospital quality and safety will be reinforced as payment is gradually more 
aligned with quality and safety goals. 

Expanded Approaches to Care Delivery 
Telehealth 
Health insurance companies are required to report the extent to which they support and use technology 
to assist in higher quality, accessible, patient-centered care and the utilization for enrollees on the 
number of unique patients and number of separate services provided for telehealth. Health insurance 
companies must describe whether these models are implemented in association with patient-centered 
medical homes, integrated delivery systems or accountable care organization models of care or are 
independently implemented. 

All Covered California insurers offered a telehealth or web-based service in 2018, but they vary in their 
capabilities. Most insurers that offered a telehealth service in 2018 used a vendor with two insurers 
offering telehealth visits only through contracted medical groups and not as a free-standing program 
(see Table 41. Covered California Insurer Telehealth Capabilities, 2015, 2017 and 2018). 

The percent of enrollees with a telehealth visit for Covered California insurers ranged from 0 percent to 
59 percent in 2018. The high outlier, Kaiser Permanente, an integrated delivery system that uses 
telehealth as part of their model, reported that 59 percent of enrollees used telehealth or had a web visit 
in 2018. Oscar Health Plan reported that 17 percent of enrollees used telehealth or a web visit in 2018. 
Oscar Health Plan consistently and actively promotes the use of telehealth to its enrollees. Most other 
insurers reported that fewer than 10 percent of enrollees had engaged with care through telehealth. 

Table 41. Covered California Insurer Telehealth Capabilities, 2015, 2017 and 2018 

Number of Health Plans 
2015 2017 2018 

Telehealth 
Telehealth with video through vendor 2 6 5 
Telehealth through medical groups only 1 1 2 
Telehealth with phone 2 2 4 
Telehealth for mental health visits only 1 0 0 
Web Visit using instant messaging 1 2 1 

Note: 10 health plans offered a telehealth service in 2017 while all 11 health plans offered a telehealth service in 2018. 

COVERED CALIFORNIA 100 



            
 

     

     

   
  

 
   

     
       

 
    

      
     

   
     

   
     

               
          

  
             

           
            

              
            

               
               

            
      

            
            

              
           

             
            
              

             

            
            

          
             

             
        

  

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
EFFECTIVE CARE DELIVERY • CHAPTER 11 

Table 42. Covered California Insurer Telehealth Cost Shares and Promotion to Enrollees, 2017-18 

Number of Health Plans 
2017 2018 

Cost-Share 
No cost-share* 4 4 
Same cost as primary care or specialist visit 5 6 
A $5 copay with vendor, but other services are the same an in-person visit 1 1 
Promotion to Enrollees 
Promoted via email, print, online resources 5 5 
Added telehealth visit cost-share next to ED cost-share on member ID card 1 1 
Used as Follow up to Lab Visits 0 1 
Promoted through Open Enrollment marketing 1 1 
Promote on website, member portal, or mobile app 3 3 
Promotes through medical groups 2 2 
Did not promote telehealth services 3 1 

*Note Bronze High Deductible enrollees or those with a Health Savings Account are subject to the deductible. 
Source: Covered California Staff Analysis of Qualified Health Plan Submitted Data 

Implications for the Future 
Improving hospital quality and safety through reducing HAIs and NTSV C-section rates will continue to 
be areas of focus for Covered California. Additional measures will be incorporated as they are publicly 
reported. As acute care appropriately moves from the hospital to hospital outpatient centers and to 
ambulatory surgery centers, Covered California will support efforts to obtain and publicly report on the 
quality of care delivered in these sites. Covered California is exploring opportunities to measure 
volume, both in the number of patients served and the number of services delivered, as a proxy for 
safety at all sites of care. In addition, Covered California recognizes the need to look at additional 
measures or indications of health care quality or safety, including what other measures or indicators of 
appropriate care should be used. 

The adoption of telehealth services, retail or convenience clinics and Centers of Excellence are 
examples of using alternative sites of care or expanded approaches to care delivery beyond the 
traditional hospital and physician office. Others include care at home and expanded use of technology 
such as eConsult and Project ECHO to facilitate integration and coordination across specialties and 
adoption of team-based care. Covered California is working with insurers to ensure telehealth or other 
technology programs are offered in the languages spoken by their enrollees and further promote the 
availability of translation services. Covered California is assessing how best to evaluate the extent to 
which these programs foster care that improves quality and patient experience while lowering costs. 

Although this report heavily focuses on the hospital and physician office experience, Covered California 
recognizes that health care is being delivered to consumers outside of these traditional venues. Moving 
forward, Covered California will be evaluating quality outcomes from sites such as outpatient surgery 
centers, birthing centers, retail clinics and home care services. More and more consumers are turning 
to these non-traditional care sites and Covered California has an obligation to ensure that these sites 
meet its high-quality standards while keeping health care costs affordable. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
EFFECTIVE CARE DELIVERY • CHAPTER 11 

Chapter 12: Summary and Implications for the Future 
This report presents the initial findings of insurer progress towards meeting Covered California’s 
contractual requirements to assure quality care and promote delivery system reform. 

The most consistent finding across all domains was the remarkable variation in performance with the 
consistent high performance for Kaiser Permanente and Sharp Health Plan. This was true not only for 
measures included in the Quality Rating System, but also for disadvantaged populations when profiled 
for disparities. Hospitals in these integrated systems show much less variation in safety scores and 
both insurers have adopted best practices in primary care. Their focus on integrated, coordinated care 
likely explains their performance and reinforces Covered California’s intent to promote ACOs to better 
organize care in the delivery systems of other insurers. While the integrated plans excelled, it was 
reassuring that, with few exceptions, most performance was between the 25th and 90th percentile 
nationwide for other plans across a wide range of measures. There are some measures, especially for 
behavioral health and preventive care, where several plans perform below the 25th percentile. However, 
Covered California has no outlier poor performing health plans. 

Covered California worked with insurers to collect baseline data on race and ethnicity for all enrollees 
under 65 across all lines of business. Despite significant challenges with data quality, each insurer is 
moving ahead to address health disparities based on actionable differences found across a wide variety 
of population characteristics. This program is a priority to enhance and expand. 

All Covered California enrollees now have a primary care physician and a growing number are cared 
for within Integrated Delivery Systems or ACOs. Significant work remains to support the implementation 
of advanced primary care models and to establish best practices for ACOs as they attempt to replicate 
the success of integrated systems. 

Covered California holds health insurance companies accountable to manage variation in performance 
in addition to reporting overall average measurement through the Quality Rating System. Hospital 
performance was an initial focus using publicly reported data and supported by collaborative programs 
improving safety and maternity care. There has been important progress made demonstrating the value 
of alignment across multiple purchasers and payers as well as significant leadership from providers. 
Hospital care in California is safer as a result. 

Covered California has established a framework and approach to systematic improvement that has 
started to show important results: slower cost growth, modest improvement in quality measures, 
adoption of more effective primary care models, progress toward implementation of integrated delivery 
systems and ACOs and, through collaboration with others, substantial gains in patient safety. 
Moreover, by requiring all insurers to stratify performance measures by race and ethnicity, Covered 
California has set the stage for achieving progress in reducing disparities. 

Much remains to be done, especially in the arena of consistent and effective measurement that 
supports quality improvement strategies for better health outcomes. Covered California acknowledges 
that efforts to meet the long-term goals of consistent measurement would potentially increase 
administrative burden initially for providers and hospitals but if done effectively and carefully, would 
establish consistent data measurement across insurers and purchasers that targets improvement 
opportunities for the delivery system in quality, cost, effectiveness and equity. In the end, this would be 
expected to reduce administrative burden and complexity. Covered California is committed to working 
collaboratively and transparently to ensure that we contribute to a state where “Health Care for All” 
means that all Californians receive the best possible care. 
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APPENDICIES 

Appendix 1: Limitations and Major Caveats about Health Disparities Data 
The data collected for the health disparities measures described in Chapter 2 is unique because it 
includes data for enrollees under age 65 across all lines of business for 11 insurers. Covered California 
cautions that it has several limitations and major caveats: 

• These are baseline results not reported for accountability: Insurers have been required to 
collect ethnic and racial identity by law in California since 2003. The results were used only to 
determine which language translation services were needed. This is the first time ethnic and 
racial identity information has been used to stratify clinical outcomes data for the purpose of 
defining and addressing disparities. It has taken three years to establish a baseline for which 
strategies are being developed to reduce disparities. 

• Varying populations by insurer: Health insurance companies collected data for their entire 
populations under 65 regardless of line of business. Because each insurer has different 
proportions of commercial and Medi-Cal populations, the results cannot be compared between 
insurers. 

• No formal audit process: While insurers were encouraged to follow the measures 
specifications for HEDIS and PQI, the data reported by insurers has not been verified through a 
third-party audit as it would be for reporting to the National Committee for Quality Assurance’s 
Quality Compass. Third-party auditors examine information practices and control procedure, 
sampling methods and procedures, data integrity, compliance with HEDIS specifications, 
analytic file production, and reporting and documentation. 

• Variation in data quality and collection: Data quality varies by insurer, with some missing key 
data elements such as identification of certain groups (e.g., Native Hawaiian) and ability to 
identify claims using the measure specifications for admissions. Most insurers aggregated their 
400-person HEDIS samples across all lines of business and a few had access to robust clinical 
data from electronic health records. HEDIS samples are drawn to represent the entire 
population but may not represent the ethnic and racial diversity of the plan’s population. 

• Small denominators: Because the health disparities measures are based on a subset of 
individuals with a diagnosed chronic condition and reported by six race/ethnicity categories, this 
results in small denominators among some groups for certain measures and make it difficult to 
identify actual differences in care and outcomes. Some admissions measures and American 
Indian/Alaskan Native populations are especially impacted by small denominators. As a result, 
no insurer proposed an admission measure as a focus of disparity reduction efforts. However, 
admissions are important enough that further work is needed to determine if interventions might 
be appropriate despite the small numbers. 

• Interpretation of data and identifying health Care disparities: Health insurance companies 
report the numerators, denominators, and rates by race/ethnicity for each measure, and early 
discussions between Covered California and insurers have centered on observed rate 
differences in admissions, disease control, and medication management between race/ethnicity 
groups. An observed rate difference may require further analysis to consider confounding 
factors and statistical significance. 
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APPENDICIES 

Appendix 2: Additional Health Plan Measures Reported to Quality Rating 
System 
The following tables display the Covered California weighted average, highest and lowest performing 
plans, plan-specific performance, as well as national percentiles for all Marketplace plans for the 
remaining measures in the Marketplace Quality Rating System (QRS) measure set. A priority set of 13 
measures were presented in the subject chapters of this report. 

How to Interpret Quality Performance Data 
Within the QRS measure set, HEDIS measures rely on claims or encounter data while CAHPS 
measures are collected as part of the Qualified Health Plan Enrollee Survey. Since insurers can offer 
multiple products that vary by network type (HMO, PPO, or EPO), the data below shows 16 total plans. 

The data is listed by year the health plans reported the QRS measure set data such that the 2019 
reporting year data represents health plan performance during the 2018 calendar year or measurement 
year and so on. 

Only data for products meeting CMS participation criteria for QRS score eligibility are displayed in the 
tables. Blank cells indicate the following: (1) CMS participation criteria were not met for scoring 
because the health plan did not offer a product for two consecutive years through Covered California; 
(2) CMS participation criteria were met but denominator size for a given measure was below the 
minimum threshold for scoring; or (3) the health plan chose not to report the measure (Not 
Reported/NR). 

The percentile values provide benchmark information for measure rates, allowing a health plan to 
compare its results to all other health plans and products nationally. CMS reports benchmark values 
that include the standardized 25th, 50th, 75th, and 90th percentile values for the numerical rates across all 
health plans and products. To create these benchmark values, CMS uses only measure rates that have 
met the minimum denominator size criteria for scoring.95 

95 Centers for Medicaid and Medicare Services. (2018). Quality Rating System and Qualified Health Plan Enrollee Experience Survey: 
Technical Guidance for 2019. Retrieved from https://www.cms.gov. 
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Additional Measures Related to Health Promotion and Prevention 
In Chapter 3: Health Promotion and Prevention, three QRS measures are presented as potential 
“Priority Measures.” These measures and the eight additional QRS measures pertaining to Health 
Promotion and Prevention are: 

Potential Priority Measures 

1. Breast Cancer Screening (Table 13) 
2. Cervical Cancer Screening (Table 14) 
3. Colorectal Cancer Screening (Table 15) 

Additional Measures 

4. Chlamydia Screening in Women (Table A1) 
5. Adult BMI Assessment (Table A2) 
6. Childhood Immunizations (Combination 3) (Table A3) 
7. Immunizations for Adolescents (Combination 2) (Table A4) 
8. Flu Vaccinations for Adults (Table A5) 
9. Medical Assistance with Smoking and Tobacco Use Cessation (Table A6) 
10. Weight Assessment and Counseling for Nutrition and Physical Activity for Children and 

Adolescents (Table A7) 
11. Annual Dental Visit (Table A8) 
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APPENDICIES 

Chlamydia Screening in Women 
The Chlamydia Screening measure is the percentage of women 16–24 years of age who were 
identified as sexually active and who had at least one test for chlamydia during the measurement year. 

Table A1. Chlamydia Screening in Women for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 61 + 64 + 65 + 67 + 36% 477,683 1 

Plans at 50th to 90th 
Percentile 44 to 61 45 to 64 48 to 65 47 to 67 46% 622,371 8 

Plans at 25th to 50th 
Percentile 37 to 44 38 to 45 39 to 48 40 to 47 18% 245,176 3 

Plans Below 25th Percentile Below 37 Below 38 Below 39 Below 40 0% - 0 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 69 73 75 73 

Covered CA Weighted 
Average 52 59 60 58 

Covered CA Lowest 
Performer 45 44 46 44 

Covered California Plan-Specific Performance 
Anthem HMO 52 52 

Anthem PPO 45 47 

Anthem EPO 48 44 5% 64,031 

Blue Shield HMO 53 51 49 7% 93,322 

Blue Shield PPO 45 48 50 49 25% 335,176 

CCHP HMO 55 55 58 59 1% 10,013 

Health Net HMO 47 50 51 47 11% 145,183 

Health Net EPO 44 58 

Health Net PPO 

Kaiser Permanente HMO 69 73 75 73 36% 477,683 

LA Care HMO 47 57 59 59 6% 84,750 

Molina Healthcare HMO 55 64 59 52 4% 56,023 

Oscar Health Plan EPO 55 46 3% 35,962 

Sharp Health Plan HMO 58 62 58 60 1% 17,335 

Valley Health Plan HMO 65 55 1% 16,366 
Western Health Advantage 
HMO 57 54 46 56 1% 9,386 

COVERED CALIFORNIA 107 



            
 

     

      
                
             

   

       

     

 
 

  
 

  
 

  
 

  
  

 
  

 
 

  

        

 
        

 
        

 
        

 

     

 
     

     

 
       

 

       

       

       

       

       

       

       

       

       

       

       

       

       

        
 

       

            

  

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Adult Body Mass Index Assessment 
The Adult BMI measure is the percentage of members 18–74 years of age who had an outpatient visit 
and whose body mass index (BMI) was documented during the measurement year or the year prior to 
the measurement year. 

Table A2. Adult Body Mass Index Assessment for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile 
and Above MN-S 95 + 94 + 96 + 35% 477,683 1 

Plans at 50th to 90th 
Percentile MN-S 84 to 95 85 to 94 86 to 96 24% 329,670 6 

Plans at 25th to 50th 
Percentile MN-S 73 to 84 75 to 85 79 to 86 12% 157,353 2 

Plans Below 25th 
Percentile MN-S Below 73 Below 75 Below 79 28% 381,920 4 

Covered California High/Average/Low Performers 
Covered CA Highest 
Performer 97 96 97 97 

Covered CA Weighted 
Average 79 83 82 85 

Covered CA Lowest 
Performer 37 37 35 67 

Covered California Plan-Specific Performance 
Anthem HMO 82 86 

Anthem PPO 76 81 

Anthem EPO 81 83 5% 64,031 

Blue Shield HMO 37 37 35 79 7% 93,322 

Blue Shield PPO 67 71 68 67 25% 335,176 

CCHP HMO 92 71 88 94 1% 10,013 

Health Net HMO 75 80 85 89 11% 145,183 

Health Net EPO 71 71 75 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 97 96 97 97 35% 477,683 

LA Care HMO 79 82 93 95 6% 84,750 

Molina Healthcare HMO 77 84 81 86 4% 56,023 

Oscar Health Plan EPO 70 70 3% 35,962 

Sharp Health Plan HMO 92 94 96 95 1% 17,335 

Valley Health Plan HMO 90 95 95 91 1% 16,366 
Western Health Advantage 
HMO 81 83 88 74 1% 9,386 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Childhood Immunizations Status (Combination 3) 
The Childhood Immunization Status measure is the percentage of children 2 years of age who had four 
diphtheria, tetanus and acellular pertussis (DTaP); three polio (IPV); one measles, mumps and rubella 
(MMR); three haemophilus influenza type B (HiB); three hepatitis B (HepB), one chicken pox (VZV); 
and four pneumococcal conjugate (PCV) vaccines by their second birthday. The measure calculates a 
rate for each vaccine and one combination rate. 

Table A3. Childhood Immunization Status (Combination 3) for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 85 + 86 + 86 + 0% - 0 

Plans at 50th to 90th Percentile MN-S 76 to 85 75 to 86 77 to 86 46% 562,433 2 

Plans at 25th to 50th Percentile MN-S 69 to 76 65 to 75 65 to 77 1% 17,335 1 

Plans Below 25th Percentile MN-S Below 69 Below 65 Below 65 52% 637,712 4 

Covered California High/Average/Low Performers 
Covered CA Highest Performer 83 90 87 84 

Covered CA Weighted Average 70 74 73 72 

Covered CA Lowest Performer 62 60 56 50 

Covered California Plan-Specific Performance 
Anthem HMO 

Anthem PPO 62 66 

Anthem EPO 64 50 5% 64,031 

Blue Shield HMO 64 8% 93,322 

Blue Shield PPO 63 60 56 63 28% 335,176 

CCHP HMO 

Health Net HMO 78 80 73 58 12% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 83 85 87 84 39% 477,683 

LA Care HMO 82 7% 84,750 

Molina Healthcare HMO 

Oscar Health Plan EPO 

Sharp Health Plan HMO 67 90 80 69 1% 17,335 

Valley Health Plan HMO 

Western Health Advantage HMO 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Immunizations for Adolescents (Combination 2) 
The Immunizations for Adolescents (Combination 2) measure is the percentage of adolescents 13 
years old who had one dose of meningococcal vaccine, one tetanus, diphtheria toxoids and acellular 
pertussis (Tdap) vaccine, and have completed the human papillomavirus (HPV) vaccine series by their 
13th birthday. The measure calculates a rate for each vaccine and two combination rates. 

Table A4. Immunizations for Adolescents (Combination 2) for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S MN-S 31 + 36 + 44% 562,433 2 

Plans at 50th to 90th Percentile MN-S MN-S 19 to 31 23 to 36 24% 311,863 4 

Plans at 25th to 50th Percentile MN-S MN-S 15 to 19 17 to 23 27% 344,562 2 

Plans Below 25th Percentile MN-S MN-S Below 15 Below 17 5% 64,031 1 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 83 33 51 54 

Covered CA Weighted Average 63 22 34 35 

Covered CA Lowest Performer 54 11 16 16 
Covered California Plan-Specific Performance 

Anthem HMO 

Anthem PPO 54 11 

Anthem EPO 16 16 5% 64,031 

Blue Shield HMO 24 7% 93,322 

Blue Shield PPO 57 14 22 23 26% 335,176 

CCHP HMO 

Health Net HMO 58 20 24 24 11% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 83 33 51 54 37% 477,683 

LA Care HMO 39 7% 84,750 

Molina Healthcare HMO 29 26 4% 56,023 

Oscar Health Plan EPO 

Sharp Health Plan HMO 23 19 23 1% 17,335 

Valley Health Plan HMO 
Western Health Advantage 
HMO 18 22 1% 9,386 

Note: National percentiles not scored for Reporting Years 2016 and 2017. Between Reporting Years 2016 and 2019, this measure was 
renamed to “Immunizations for Adolescents (Combination 2)” and expanded to include the HPV vaccine alongside the Tdap and 
meningococcal vaccines. 

*M-NS: This measure was not used in determining the overall QRS rating in 2016 or 2017. 
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Flu Vaccinations for Adults 
The Flu Vaccination for Adults measure is the percentage of members 18-64 years of age who received 
a flu vaccination between July 1 of the measurement year and the date when the QHP Enrollee Survey 
was completed. This is the only immunization measure that includes adults, who make up the majority 
of Covered California plan enrollment. 

Table A5. Flu Vaccinations for Covered California Enrollees Ages 18-64 (CAHPS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 50 + 50 + 54 + 58 + 0% - 0 

Plans at 50th to 90th Percentile 40 to 50 40 to 50 43 to 54 47 to 58 62% 829,225 3 

Plans at 25th to 50th Percentile 35 to 40 37 to 40 38 to 43 43 to 47 18% 238,505 2 

Plans Below 25th Percentile Below 35 Below 37 Below 38 Below 43 21% 277,500 7 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 57 48 51 56 

Covered CA Weighted Average 36 40 45 48 

Covered CA Lowest Performer 25 30 30 29 

Covered California Plan-Specific Performance 
Anthem HMO 25 36 

Anthem PPO 32 30 

Anthem EPO 30 41 5% 64,031 

Blue Shield HMO 27 32 45 7% 93,322 

Blue Shield PPO 34 39 48 47 25% 335,176 

CCHP HMO 32 34 37 39 1% 10,013 

Health Net HMO 31 36 36 46 11% 145,183 

Health Net EPO 44 44 

Health Net PPO 

Kaiser Permanente HMO 48 47 51 56 36% 477,683 

LA Care HMO 30 33 38 40 6% 84,750 

Molina Healthcare HMO 29 35 30 29 4% 56,023 

Oscar Health Plan EPO 35 32 3% 35,962 

Sharp Health Plan HMO 45 36 35 42 1% 17,335 

Valley Health Plan HMO 57 48 42 47 1% 16,366 

Western Health Advantage HMO 41 31 42 41 1% 9,386 
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Medical Assistance with Smoking and Tobacco Use Cessation 
The Medical Assistance with Smoking and Tobacco Use Cessation measure is comprised of the 
following components: 

1. Advising Smokers and Tobacco Users to Quit: A rolling average represents the percentage of 
members 18 years of age and older who were current smokers or tobacco users and who 
received advice to quit during the measurement year. 

2. Discussing Cessation Medications: A rolling average represents the percentage of members 18 
years of age and older who were current smokers or tobacco users and who discussed or were 
recommended cessation medications during the measurement year. 

3. Discussing Cessation Strategies: A rolling average represents the percentage of members 18 
years of age and older who were current smokers or tobacco users and who discussed or were 
provided cessation methods or strategies during the measurement year. 

Table A6. Medical Assistance with Smoking and Tobacco Use Cessation for Covered California Enrollees 
(CAHPS) 

2016 2017 2018 2019 
US 

Benchmark 
US 

Benchmark 
US 

Benchmark 
US 

Benchmark 
Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 59 + 60 + 63 + - 0 

Plans at 50th to 90th Percentile MN-S 50 to 59 50 to 60 54 to 63 - 0 

Plans at 25th to 50th Percentile MN-S 45 to 50 45 to 50 48 to 54 - 0 

Plans Below 25th Percentile MN-S Below 45 Below 45 Below 48 - 0 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 55 
Covered CA Weighted Average 39 
Covered CA Lowest Performer 37 

Covered California Plan-Specific Performance 
Anthem HMO 
Anthem PPO 
Anthem EPO 
Blue Shield HMO 
Blue Shield PPO 
CCHP HMO 51 
Health Net HMO 37 
Health Net EPO 
Health Net PPO 
Kaiser Permanente HMO 
LA Care HMO 
Molina Healthcare HMO 
Oscar Health Plan EPO 
Sharp Health Plan HMO 
Valley Health Plan HMO 
Western Health Advantage HMO 55 

*QRS did not collect this measure in 2016. 

**M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Weight Assessment and Counseling for Nutrition and Physical Activity for Children and 
Adolescents 
The Weight Assessment and Counseling for Nutrition and Physical Activity for Children and 
Adolescents measure is the percentage of members 3-17 years of age who had an outpatient visit with 
a PCP or OB/GYN and who had evidence of the following during the measurement year: 

• BMI percentile documentation. Because BMI norms for youth vary with age and gender, this 
measure evaluates whether BMI percentile is assessed rather than an absolute BMI value; 

• Counseling for nutrition; and 
• Counseling for physical activity. 

Table A7. Weight Assessment and Counseling for Nutrition and 
Physical Activity for Covered California Children and Adolescents Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 82 + 83 + 84 + 87 + 35% 477,683 1 

Plans at 50th to 90th 
Percentile 56 to 82 63 to 83 66 to 84 69 to 87 10% 128,464 4 

Plans at 25th to 50th 
Percentile 46 to 56 51 to 63 53 to 66 59 to 69 25% 331,886 5 

Plans Below 25th Percentile Below 46 Below 51 Below 53 Below 59 30% 408,593 3 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 95 94 95 94 
Covered CA Weighted 
Average 61 68 68 73 

Covered CA Lowest Performer 4 4 7 33 

Covered California Plan-Specific Performance 
Anthem HMO 52 68 

Anthem PPO 52 56 

Anthem EPO 64 56 5% 64,031 

Blue Shield HMO 4 4 7 60 7% 93,322 

Blue Shield PPO 48 50 53 58 25% 335,176 

CCHP HMO 68 21 81 71 1% 10,013 

Health Net HMO 54 58 62 61 11% 145,183 

Health Net EPO 65 66 63 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 95 94 95 94 35% 477,683 

LA Care HMO 48 54 74 80 6% 84,750 

Molina Healthcare HMO 52 68 52 69 4% 56,023 

Oscar Health Plan EPO 10 60 3% 35,962 

Sharp Health Plan HMO 65 74 77 80 1% 17,335 

Valley Health Plan HMO 77 84 78 1% 16,366 
Western Health Advantage 
HMO 73 67 74 33 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Annual Dental Visit 
The Annual Dental Visit measure is the percentage of members 2–20 years of age who had at least 
one dental visit during the measurement year. 

Table A8. Annual Dental Visit for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 55 + 57 + 55 + 55 + 0% - 0 

Plans at 50th to 90th 
Percentile 27 to 55 27 to 57 32 to 55 31 to 55 0% 1,396 1 

Plans at 25th to 50th 
Percentile 9 to 27 8 to 27 13 to 32 16 to 31 94% 758,424 6 

Plans Below 25th Percentile Below 9 Below 8 Below 13 Below 16 5% 43,087 3 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 24 38 41 43 

Covered CA Weighted 
Average 17 14 20 22 

Covered CA Lowest Performer 2 7 2 3 
Covered California Plan-Specific Performance 

Anthem HMO 13 18 

Anthem PPO 24 32 

Anthem EPO 35 28 8% 64,031 

Blue Shield HMO 7 13 18 12% 93,322 

Blue Shield PPO 12 21 25 42% 335,176 

CCHP HMO 

Health Net HMO 10 12 17 20 18% 145,183 

Health Net EPO 38 41 43 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 

LA Care HMO 13 18 18 11% 84,750 

Molina Healthcare HMO 2 

Oscar Health Plan EPO 28 21 4% 35,962 

Sharp Health Plan HMO 9 11 9 12 2% 17,335 

Valley Health Plan HMO 22 20 9 2% 16,366 
Western Health Advantage 
HMO 3 7 2 3 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Additional Measures Related to Mental Health and Substance Use Disorder 
Treatment 
In Chapter 4: Mental Health and Substance Use Disorder, three QRS measures are presented as 
potential “Priority Measures.” These measures and one additional QRS measure pertaining to Mental 
Health and Substance Use Disorder are: 

Potential Priority Measures 

1. Antidepressant Medication Management (Table 16) 
2. Follow Up After Hospitalization for Mental Illness (Table 17) 
3. Initiation and Engagement of Alcohol and Other Drug Abuse or Dependence Treatment (Table 

18) 

Additional Measures 

4. Follow Up Care for Children Prescribed ADHD Medication (ADD) measure (Table A9) 

Covered California is evaluating available behavioral health measures for children as part of its work in 
finding the right measures for subpopulations. 

Follow Up Care for Children Prescribed ADHD Medication (HEDIS) 
The Follow Up Care for Children Prescribed ADHD Medication (ADD) measure is the percentage of 
children newly prescribed attention-deficit/hyperactivity disorder (ADHD) medication who had at least 
three follow-up care visits within a 10-month period, one of which was within 30 days of when the first 
ADHD medication was dispensed. Two rates are reported: 

1. Initiation Phase: The percentage of members 6–12 years of age as of the Index Prescription 
Start Data (IPSD) with an ambulatory prescription dispensed for ADHD medication, who had 
one follow-up visit with practitioner with prescribing authority during the 30-day Initiation Phase. 

2. Continuation and Maintenance (CandM) Phase: The percentage of members 6–12 years of 
age as of the IPSD with an ambulatory prescription dispensed for ADHD medication, who 
remained on the medication for at least 210 days and who, in addition to the visit in the Initiation 
Phase, had at least two follow-up visits with a practitioner within 270 days (9 months) after the 
Initiation Phase ended. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Table A9. Follow Up Care for Covered California Children Enrollees Prescribed ADHD Medication (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 53 + 63 + 51 + 59% 477,683 1 

Plans at 50th to 90th Percentile MN-S 36 to 53 41 to 63 45 to 51 41% 335,176 1 

Plans at 25th to 50th Percentile MN-S 29 to 36 35 to 41 39 to 45 0% - 0 

Plans Below 25th Percentile MN-S Below 29 Below 35 Below 39 0% - 0 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 60 63 57 
Covered CA Weighted Average 47 60 53 
Covered CA Lowest Performer 32 58 46 

Covered California Plan-Specific Performance 
Anthem HMO 
Anthem PPO 51 
Anthem EPO 
Blue Shield HMO 
Blue Shield PPO 32 63 46 41% 335,176 
CCHP HMO 
Health Net HMO 
Health Net EPO 
Health Net PPO 
Kaiser Permanente HMO 60 58 57 59% 477,683 
LA Care HMO 
Molina Healthcare HMO 
Oscar Health Plan EPO 
Sharp Health Plan HMO 
Valley Health Plan HMO 
Western Health Advantage 
HMO 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Additional Measures Related to Acute, Chronic and Other Conditions 
In Chapter 5: Acute, Chronic and Other Conditions, five QRS measures are presented as potential 
“Priority Measures.” These measures and the 11 additional QRS measures pertaining to Acute, Chronic 
and Other Conditions are: 

Potential Priority Measures 

1. Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Control (<8.0%) (Table 19) 
2. Controlling High Blood Pressure (Table 20) 
3. Plan All-Cause Readmissions (Table 21) 
4. Access to Care (Table 22) 
5. Care Coordination (Table 23) 

Additional Measures 

6. Proportion of Days Covered (RAS Antagonists) (Table A10) 
7. Proportion of Days Covered (Statins) (Table A11) 
8. Proportion of Day Covered (Diabetes All Class) (Table A12) 
9. Comprehensive Diabetes Care: Eye Exam (Retinal) Performed (Table A13) 
10. Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Testing (Table A14) 
11. Comprehensive Diabetes Care: Medical Attention for Nephropathy (Table A15) 
12. Medication Management for People with Asthma (75% of Treatment Period) (Table A16) 
13. Prenatal and Postpartum Care (Postpartum Care) (Table A17) 
14. Prenatal and Postpartum Care (Timeliness of Prenatal Care) (Table A18) 
15. Well-Child Visits in the First 15 Months of Life (6 or More Visits) (Table A19) 
16. Well-Child Visits in the Third, Fourth, Fifth, and Sixth Years of Life (Table A20) 

The following proportion of days covered measures track the percentage of patients adhering to their 
medications for their condition. Once started, adherence to medications long term is important for 
chronic disease management and to prevent complications. Ideally, adherence or percent of days 
covered should approach 100 percent, but the measure is met if it was above the 80 percent threshold. 
Barriers to adherence to medications may include limited knowledge or awareness of long-term 
treatment goals, adverse side effects, financial barriers, or forgetfulness. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Proportion of Days Covered (RAS Antagonists) (Pharmacy Quality Alliance) 
Diabetes is the most common cause of renal failure. Renin Angiotensin System (RAS) Antagonists 
protect patients against diabetic kidney disease. This drug also treats high blood pressure which is a 
common co-morbidity for diabetic patients. Patients typically receive a screening test to determine 
whether or not they need to be prescribed these medications if not already using them for hypertension. 

The Pharmacy Quality Alliance (PQA) Proportion of Days Covered RAS Antagonists measure is the 
percentage of patients 18 years and older who met the proportion of days covered threshold of 80 
percent for RAS Antagonists during the measurement period. A higher rate indicates better 
performance. 

Table A10. Proportion of Days Covered (RAS Antagonists) for Covered California Enrollees (PQA) 

2016 2017 2018 2019 
US 

Benchmark 
US 

Benchmark 
US 

Benchmark 
US 

Benchmark 
Percent of 
Enrollees 

Number of 
Enrollees 

Number of 
Plans 

Plans at 90th Percentile and 
Above 82 + 83 + 83 + 85 + 1% 16,366 1 

Plans at 50th to 90th 
Percentile 73 to 82 75 to 83 76 to 83 78 to 85 38% 505,031 3 

Plans at 25th to 50th 
Percentile 67 to 73 70 to 75 72 to 76 73 to 78 3% 46,744 3 

Plans Below 25th Percentile Below 67 Below 70 Below 72 Below 73 58% 778,485 6 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 81 84 88 87 

Covered CA Weighted 
Average 67 71 75 74 

Covered CA Lowest 
Performer 59 59 66 63 

Covered California Plan-Specific Performance 
Anthem HMO 59 62 
Anthem PPO 59 61 
Anthem EPO 67 63 5% 64,031 
Blue Shield HMO 66 76 71 68 7% 93,322 
Blue Shield PPO 65 66 70 70 25% 335,176 
CCHP HMO 79 75 72 79 1% 10,013 
Health Net HMO 59 69 66 72 11% 145,183 
Health Net EPO 65 72 75 0% 1,396 
Health Net PPO 
Kaiser Permanente HMO 81 82 81 81 35% 477,683 
LA Care HMO 68 79 76 73 6% 84,750 
Molina Healthcare HMO 62 59 82 65 4% 56,023 
Oscar Health Plan EPO 79 76 3% 35,962 
Sharp Health Plan HMO 78 79 88 82 1% 17,335 
Valley Health Plan HMO 72 84 79 87 1% 16,366 
Western Health Advantage 
HMO 68 68 66 74 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Proportion of Days Covered (Statins) 
The PQA Proportion of Days Covered Statins (PDC-STA) measure is the percentage of patients 18 
years and older who met the proportion of days covered threshold of 80 percent for statins during the 
measurement period. Statins are a class of drugs that lower blood cholesterol to prevent cardiovascular 
disease in patients with diabetes. Almost every diabetic can be on a statin. A higher rate indicates 
better performance. 

Table A11. Proportion of Days Covered (Statins) for Covered California Enrollees (PQA) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 77 + 78 + 80 + 82 + 0% - 0 

Plans at 50th to 90th 
Percentile 67 to 77 69 to 78 71 to 80 72 to 82 41% 557,359 5 

Plans at 25th to 50th 
Percentile 63 to 67 64 to 69 66 to 71 68 to 72 1% 9,386 1 

Plans Below 25th Percentile Below 63 Below 64 Below 66 Below 68 58% 779,881 7 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 76 75 85 81 

Covered CA Weighted 
Average 59 63 68 68 

Covered CA Lowest Performer 48 47 57 51 
Covered California Plan-Specific Performance 

Anthem HMO 49 52 

Anthem PPO 53 55 

Anthem EPO 64 57 5% 64,031 

Blue Shield HMO 48 62 62 60 7% 93,322 

Blue Shield PPO 57 58 63 64 25% 335,176 

CCHP HMO 69 63 61 74 1% 10,013 

Health Net HMO 52 60 57 63 11% 145,183 

Health Net EPO 63 66 66 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 73 75 75 76 35% 477,683 

LA Care HMO 60 68 67 63 6% 84,750 

Molina Healthcare HMO 52 47 74 51 4% 56,023 

Oscar Health Plan EPO 72 73 3% 35,962 

Sharp Health Plan HMO 76 75 85 79 1% 17,335 

Valley Health Plan HMO 70 75 71 81 1% 16,366 
Western Health Advantage 
HMO 60 62 61 69 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Proportion of Days Covered (Diabetes All Class) 
The PQA Proportion of Days Covered Diabetes All Class (PDC-DR) measure is the percentage of 
patients 18 years and older who met the proportion of days covered threshold of 80 percent for 
diabetes medications during the measurement period. These medications control blood sugar. Nearly 
every diabetic patient will be prescribed a medication in this group. A higher rate indicates better 
performance. 

Table A12. Proportion of Days Covered (Diabetes All Class) for Covered California Enrollees (PQA) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 79 + 79 + 80 + 82 + 2% 26,379 2 

Plans at 50th to 90th 
Percentile 68 to 79 69 to 79 71 to 80 72 to 82 37% 495,018 2 

Plans at 25th to 50th 
Percentile 61 to 68 64 to 69 66 to 71 68 to 72 20% 275,281 4 

Plans Below 25th Percentile Below 61 Below 64 Below 66 Below 68 41% 549,948 5 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 77 80 87 86 
Covered CA Weighted 
Average 63 68 72 71 

Covered CA Lowest Performer 55 50 61 57 
Covered California Plan-Specific Performance 

Anthem HMO 55 60 

Anthem PPO 56 57 

Anthem EPO 63 58 5% 64,031 

Blue Shield HMO 60 59 65 65 7% 93,322 

Blue Shield PPO 60 61 66 66 25% 335,176 

CCHP HMO 77 77 69 86 1% 10,013 

Health Net HMO 57 66 67 71 11% 145,183 

Health Net EPO 50 67 66 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 77 80 79 78 35% 477,683 

LA Care HMO 66 78 75 71 6% 84,750 

Molina Healthcare HMO 64 56 81 57 4% 56,023 

Oscar Health Plan EPO 76 70 3% 35,962 

Sharp Health Plan HMO 73 74 87 80 1% 17,335 

Valley Health Plan HMO 75 76 76 85 1% 16,366 
Western Health Advantage 
HMO 64 64 61 71 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Comprehensive Diabetes Care: Eye Exam (Retinal) Performed 
The Comprehensive Diabetes Care: Eye Exam (Retinal) Performed measure is the percentage of 
members 18-75 years of age with diabetes (type 1 and type 2) who had an eye exam (retinal) 
performed that screened or monitored for diabetic retinal disease. 

Table A13. Comprehensive Diabetes Care: Eye Exam (Retinal) Performed for Covered California Enrollees 
(HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 64 + 65 + 65 + 66 + 35% 477,683 1 

Plans at 50th to 90th 
Percentile 43 to 64 45 to 65 48 to 65 49 to 66 22% 302,322 4 

Plans at 25th to 50th 
Percentile 35 to 43 37 to 45 38 to 48 41 to 49 35% 465,232 5 

Plans Below 25th Percentile Below 35 Below 37 Below 38 Below 41 8% 101,389 3 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 74 74 74 77 

Covered CA Weighted 
Average 47 50 53 57 

Covered CA Lowest 
Performer 34 28 33 29 

Covered California Plan-Specific Performance 
Anthem HMO 38 43 

Anthem PPO 34 37 

Anthem EPO 38 36 5% 64,031 

Blue Shield HMO 37 33 33 46 7% 93,322 

Blue Shield PPO 35 28 37 41 25% 335,176 

CCHP HMO 46 38 44 46 1% 10,013 

Health Net HMO 51 51 52 49 11% 145,183 

Health Net EPO 39 52 29 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 74 74 74 77 35% 477,683 

LA Care HMO 39 43 48 60 6% 84,750 

Molina Healthcare HMO 41 46 50 51 4% 56,023 

Oscar Health Plan EPO 33 30 3% 35,962 

Sharp Health Plan HMO 51 48 50 48 1% 17,335 

Valley Health Plan HMO 71 67 67 60 1% 16,366 
Western Health Advantage 
HMO 54 47 52 48 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Testing 
The Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Testing measure is the percentage of 
members 18-75 years of age with diabetes (type 1 and type 2) who had a hemoglobin A1c (HbA1c) 
test. 

Table A14. Comprehensive Diabetes Care: Hemoglobin A1c (HbA1c) Testing for Covered California 
Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 96 + 95 + 95 + - 0 

Plans at 50th to 90th Percentile 92 to 96 92 to 95 92 to 95 - 0 

Plans at 25th to 50th Percentile 89 to 92 90 to 92 91 to 92 - 0 

Plans Below 25th Percentile Below 89 Below 90 Below 91 - 0 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 96 96 96 

Covered CA Weighted Average 90 91 91 

Covered CA Lowest Performer 87 83 85 
Covered California Plan-Specific Performance 

Anthem HMO 88 91 

Anthem PPO 87 86 

Anthem EPO 86 64,031 

Blue Shield HMO 96 83 92 93,322 

Blue Shield PPO 87 87 85 335,176 

CCHP HMO 89 87 91 10,013 

Health Net HMO 91 90 92 145,183 

Health Net EPO 94 91 1,396 

Health Net PPO 

Kaiser Permanente HMO 96 96 96 477,683 

LA Care HMO 87 91 91 84,750 

Molina Healthcare HMO 90 93 91 56,023 

Oscar Health Plan EPO 93 35,962 

Sharp Health Plan HMO 93 94 95 17,335 

Valley Health Plan HMO 93 88 91 16,366 
Western Health Advantage 
HMO 96 92 93 9,386 

*This measure was not used in determining the overall QRS rating in 2019. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Comprehensive Diabetes Care: Medical Attention for Nephropathy 
The Comprehensive Diabetes Care: Medical Attention for Nephropathy measure is the percentage of 
members 18-75 years of age with diabetes (type 1 and type 2) who had medical attention for 
nephropathy through a screening or monitoring test or treatment for nephropathy. 

Table A15. Comprehensive Diabetes Care: Medical Attention for Nephropathy for Covered California 
Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 94 + 94 + 94 + 95 + 8% 102,085 2 

Plans at 50th to 90th 
Percentile 91 to 94 91 to 94 91 to 94 91 to 95 53% 717,584 4 

Plans at 25th to 50th 
Percentile 89 to 91 88 to 91 89 to 91 89 to 91 14% 182,395 5 

Plans Below 25th Percentile Below 89 Below 88 Below 89 Below 89 26% 344,562 2 
Covered California High/Average/Low Performers 

Covered CA Highest 
Performer 96 95 96 95 

Covered CA Weighted 
Average 90 92 92 91 

Covered CA Lowest Performer 86 83 86 88 
Covered California Plan-Specific Performance 

Anthem HMO 90 92 

Anthem PPO 87 88 

Anthem EPO 89 89 5% 64,031 

Blue Shield HMO 92 83 89 94 7% 93,322 

Blue Shield PPO 86 89 87 88 25% 335,176 

CCHP HMO 90 90 91 89 1% 10,013 

Health Net HMO 92 93 95 94 11% 145,183 

Health Net EPO 92 86 91 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 94 94 94 93 35% 477,683 

LA Care HMO 90 94 94 95 6% 84,750 

Molina Healthcare HMO 93 93 93 90 4% 56,023 

Oscar Health Plan EPO 94 90 3% 35,962 

Sharp Health Plan HMO 96 95 96 95 1% 17,335 

Valley Health Plan HMO 89 89 89 90 1% 16,366 
Western Health Advantage 
HMO 92 92 91 88 1% 9,386 

COVERED CALIFORNIA 123 
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APPENDICIES 

Medication Management for People with Asthma (75% of Treatment Period) 
The Medication Management for People with Asthma (75% of Treatment Period) measure is 
percentage of members 5–64 years of age during the measurement year who were identified as having 
persistent asthma and who remained on an asthma controller medication for at least 75% of their 
treatment period. 

Table A16. Medication Management for Covered California Enrollees with Asthma (75% of Treatment 
Period) (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 63 + 67 + 68 + 0% - 0 

Plans at 50th to 90th Percentile MN-S 53 to 63 56 to 67 57 to 68 2% 26,721 2 

Plans at 25th to 50th Percentile MN-S 48 to 53 49 to 56 51 to 57 18% 229,933 2 

Plans Below 25th Percentile MN-S Below 48 Below 49 Below 51 80% 1,026,235 5 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 65 64 78 62 

Covered CA Weighted Average 49 49 51 50 

Covered CA Lowest Performer 44 44 47 38 

Covered California Plan-Specific Performance 
Anthem HMO 44 44 

Anthem PPO 51 44 

Anthem EPO 50 45 5% 64,031 

Blue Shield HMO 49 7% 93,322 

Blue Shield PPO 45 46 50 50 26% 335,176 

CCHP HMO 

Health Net HMO 65 57 47 52 11% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 46 48 49 50 37% 477,683 

LA Care HMO 78 53 7% 84,750 

Molina Healthcare HMO 49 38 4% 56,023 

Oscar Health Plan EPO 

Sharp Health Plan HMO 54 64 68 62 1% 17,335 

Valley Health Plan HMO 
Western Health Advantage 
HMO 49 58 1% 9,386 
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APPENDICIES 

Prenatal and Postpartum Care: Postpartum Care 
The Prenatal and Postpartum Care: Postpartum Care measure is the percentage of deliveries that had 
a postpartum visit on or between 21 and 56 days after delivery. 

Table A17. Prenatal and Postpartum Care: Postpartum Care for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 86 + 87 + 87 + 88 + 36% 477,683 1 

Plans at 50th to 90th Percentile 70 to 86 74 to 87 75 to 87 74 to 88 1% 17,335 1 

Plans at 25th to 50th Percentile 60 to 70 65 to 74 65 to 75 66 to 74 23% 303,350 4 

Plans Below 25th Percentile Below 60 Below 65 Below 65 Below 66 39% 520,483 4 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 88 87 87 88 

Covered CA Weighted Average 73 72 73 73 

Covered CA Lowest Performer 38 59 43 59 
Covered California Plan-Specific Performance 

Anthem HMO 61 66 

Anthem PPO 71 75 

Anthem EPO 76 70 5% 64,031 

Blue Shield HMO 43 62 7% 93,322 

Blue Shield PPO 71 63 68 63 25% 335,176 

CCHP HMO 65 

Health Net HMO 64 59 70 66 11% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 88 87 87 88 36% 477,683 

LA Care HMO 38 63 69 6% 84,750 

Molina Healthcare HMO 60 67 61 59 4% 56,023 

Oscar Health Plan EPO 71 65 3% 35,962 

Sharp Health Plan HMO 78 80 78 83 1% 17,335 

Valley Health Plan HMO 

Western Health Advantage HMO 79 72 67 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Prenatal and Postpartum Care: Timeliness of Prenatal Care 
The Prenatal and Postpartum Care: Timeliness of Prenatal Care measure is the percentage of 
deliveries that received a prenatal care visit as a member of the organization in the first trimester, on 
the enrollment start date or within 42 days of enrollment in the organization. 

Table A18. Prenatal and Postpartum Care: Timeliness of Prenatal Care for Covered California Enrollees 
(HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 93 + 96 + 95 + 95 + 36% 477,683 1 

Plans at 50th to 90th Percentile 81 to 93 85 to 96 84 to 95 85 to 95 24% 311,299 4 

Plans at 25th to 50th Percentile 71 to 81 76 to 85 76 to 84 77 to 85 33% 437,884 3 

Plans Below 25th Percentile Below 71 Below 76 Below 76 Below 77 7% 91,985 2 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 96 96 96 96 

Covered CA Weighted Average 85 85 86 88 

Covered CA Lowest Performer 47 74 52 73 
Covered California Plan-Specific Performance 

Anthem HMO 77 87 

Anthem PPO 85 90 

Anthem EPO 88 86 5% 64,031 

Blue Shield HMO 52 78 7% 93,322 

Blue Shield PPO 83 76 83 84 25% 335,176 

CCHP HMO 87 

Health Net HMO 79 87 85 88 11% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 96 96 96 96 36% 477,683 

LA Care HMO 47 80 88 6% 84,750 

Molina Healthcare HMO 60 74 71 73 4% 56,023 

Oscar Health Plan EPO 84 74 3% 35,962 

Sharp Health Plan HMO 93 92 94 92 1% 17,335 

Valley Health Plan HMO 

Western Health Advantage HMO 81 83 78 1% 9,386 

COVERED CALIFORNIA 126 



            
 

     

           
                

               
         

        
  

     

 
 

 
 

 
 

 
 

 
  

 
  

 
 

  

        

        

        

        
 

     
      

     
 

       

 

       

       

       

       

       

       

       

       

       

       

       

       

       

       

        

            

 
  

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Well-Child Visits in the First 15 Months of Life (6 or More Visits) 
The Well-Child Visits in the First 15 Months of Life (6 or More Visits) measure is the percentage of 
members who turned 15 months old during the measurement year and who had six or more well-child 
visits with a PCP during their first 15 months of life. 

Table A19. Well-Child Visits in the First 15 Months of Life (6 or More Visits) for Covered California 
Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 88 + 87 + 89 + 0% - 0 

Plans at 50th to 90th Percentile MN-S 78 to 88 77 to 87 75 to 89 42% 477,683 1 

Plans at 25th to 50th Percentile MN-S 68 to 78 67 to 77 66 to 75 30% 335,176 1 

Plans Below 25th Percentile MN-S Below 68 Below 67 Below 66 28% 319,871 4 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 92 89 87 87 

Covered CA Weighted Average 57 69 70 72 

Covered CA Lowest Performer 20 33 28 36 
Covered California Plan-Specific Performance 

Anthem HMO 

Anthem PPO 51 67 

Anthem EPO 65 62 6% 64,031 

Blue Shield HMO 64 8% 93,322 

Blue Shield PPO 50 64 68 72 30% 335,176 

CCHP HMO 

Health Net HMO 20 33 28 36 13% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 92 89 87 87 42% 477,683 

LA Care HMO 

Molina Healthcare HMO 

Oscar Health Plan EPO 

Sharp Health Plan HMO 33 59 53 66 2% 17,335 

Valley Health Plan HMO 

Western Health Advantage HMO 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Well-Child Visits in the Third, Fourth, Fifth, and Sixth Years of Life 
The Well-Child Visits in the Third, Fourth, Fifth, and Sixth Years of Life measure is the percentage of 
members 3–6 years of age who had one or more well-child visits with a PCP during the measurement 
year. 

Table A20. Well-Child Visits in the Third, Fourth, Fifth, and Sixth Years of Life for Covered California 
Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 86 + 88 + 89 + 88 + 0% - 0 

Plans at 50th to 90th Percentile 75 to 86 76 to 88 75 to 89 76 to 88 36% 477,683 1 

Plans at 25th to 50th Percentile 65 to 75 66 to 76 68 to 75 68 to 76 35% 473,223 4 

Plans Below 25th Percentile Below 65 Below 66 Below 68 Below 68 29% 384,311 6 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 79 85 81 79 

Covered CA Weighted Average 69 71 74 73 

Covered CA Lowest Performer 46 57 61 50 
Covered California Plan-Specific Performance 

Anthem HMO 64 66 

Anthem PPO 68 68 

Anthem EPO 69 63 5% 64,031 

Blue Shield HMO 59 64 61 65 7% 93,322 

Blue Shield PPO 68 70 73 74 25% 335,176 

CCHP HMO 

Health Net HMO 59 67 72 66 11% 145,183 

Health Net EPO 85 74 

Health Net PPO 

Kaiser Permanente HMO 79 79 81 79 36% 477,683 

LA Care HMO 46 57 66 75 6% 84,750 

Molina Healthcare HMO 66 66 58 4% 56,023 

Oscar Health Plan EPO 69 74 3% 35,962 

Sharp Health Plan HMO 71 68 69 75 1% 17,335 

Valley Health Plan HMO 50 1% 16,366 

Western Health Advantage HMO 72 57 65 66 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Additional Measures Related to Promotion of Effective Primary Care 
In Chapter 7: Promotion of Effective Primary Care, Covered California does not indicate any potential 
“Priority Measures.” The two additional QRS measures pertaining to the Promotion of Effective Primary 
Care are: 

Additional Measures 

1. Rating of Personal Doctor (Table A21) 
2. Rating of Specialist (Table A22) 

Rating of Personal Doctor 
The Rating of Person Doctor measure indicates enrollee experience related to the rating of personal 
doctor QHP Enrollee Survey question. 

Table A21: Covered California Enrollees Rating of Personal Doctor (CAHPS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 91 + 92 + 91 + 90 + 0% - 0 

Plans at 50th to 90th Percentile 89 to 91 89 to 92 89 to 91 87 to 90 8% 110,657 2 

Plans at 25th to 50th Percentile 88 to 89 88 to 89 88 to 89 86 to 87 3% 35,962 1 

Plans Below 25th Percentile Below 88 Below 88 Below 88 Below 86 89% 1,198,611 9 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 91 93 92 88 

Covered CA Weighted Average 88 87 90 85 

Covered CA Lowest Performer 79 85 81 83 

Covered California Plan-Specific Performance 
Anthem HMO 85 

Anthem PPO 87 90 

Anthem EPO 84 5% 64,031 

Blue Shield HMO 88 7% 93,322 

Blue Shield PPO 90 89 92 85 25% 335,176 

CCHP HMO 82 85 87 84 1% 10,013 

Health Net HMO 81 85 85 83 11% 145,183 

Health Net EPO 89 

Health Net PPO 

Kaiser Permanente HMO 91 87 92 86 36% 477,683 

LA Care HMO 88 89 87 83 6% 84,750 

Molina Healthcare HMO 79 85 81 83 4% 56,023 

Oscar Health Plan EPO 87 87 3% 35,962 

Sharp Health Plan HMO 91 93 88 87 1% 17,335 

Valley Health Plan HMO 84 87 85 84 1% 16,366 

Western Health Advantage HMO 90 89 89 85 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

The Rating of Specialist measure indicates enrollee experience related to the rating of specialist seen 
most often QHP Enrollee Survey question. 

Table A22: Covered California Enrollees Rating of Specialist (CAHPS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 89 + 90 + 90 + 87 + 0% - 0 

Plans at 50th to 90th Percentile 87 to 89 88 to 90 87 to 90 85 to 87 2% 9,386 1 

Plans at 25th to 50th Percentile 86 to 87 87 to 88 85 to 87 84 to 85 3% 17,335 1 

Plans Below 25th Percentile Below 86 Below 87 Below 85 Below 84 95% 562,433 2 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 88 90 83 86 

Covered CA Weighted Average 85 87 82 81 

Covered CA Lowest Performer 82 81 82 81 
Covered California Plan-Specific Performance 

Anthem HMO 

Anthem PPO 

Anthem EPO 

Blue Shield HMO 

Blue Shield PPO 

CCHP 

Health Net HMO 82 81 82 

Health Net EPO 90 

Health Net PPO 

Kaiser 86 90 81 81% 477,683 

LA Care 83 14% 84,750 

Molina 

Oscar 83 

Sharp 88 85 3% 17,335 

Valley 

Western Health Advantage 87 86 2% 9,386 
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APPENDICIES 

Additional Measures Related to Appropriate Interventions 
In Chapter 10: Appropriate Interventions, Covered California does not indicate any potential “Priority 
Measures.” The six additional QRS measures pertaining to Appropriate Interventions are: 

Additional Measures 

1. Avoidance of Antibiotic Treatment in Adults with Acute Bronchitis (Table A23) 
2. Appropriate Testing for Children with Pharyngitis (CWP) (Table A24) 
3. Appropriate Treatment for Children with Upper Respiratory Infection (URI) (Table A25) 
4. Use of Imaging Studies for Low Back Pain (Table A26) 
5. Annual Monitoring for Patients on Persistent Medications (Table A270 
6. Access to Information (A28) 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Avoidance of Antibiotic Treatment in Adults with Acute Bronchitis 
The HEDIS Avoidance of Antibiotic Treatment in Adults with Acute Bronchitis measure assesses adults 
18–64 years of age with a diagnosis of acute bronchitis who were not dispensed an antibiotic 
prescription. A higher rate represents better performance. 

Table A23. Avoidance of Antibiotic Treatment in Adults with Acute Bronchitis for Covered California 
Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above MN-S 44 + 47 + 48 + 38% 505,031 3 

Plans at 50th to 90th Percentile MN-S 26 to 44 28 to 47 30 to 48 8% 101,371 3 

Plans at 25th to 50th Percentile MN-S 21 to 26 24 to 28 24 to 30 47% 637,712 4 

Plans Below 25th Percentile MN-S Below 21 Below 24 Below 24 8% 101,116 2 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 49 52 59 59 

Covered CA Weighted Average 31 35 37 38 

Covered CA Lowest Performer 23 24 25 21 
Covered California Plan-Specific Performance 

Anthem HMO 29 26 

Anthem PPO 23 28 

Anthem EPO 32 27 5% 64,031 

Blue Shield HMO 35 29 7% 93,322 

Blue Shield PPO 27 27 28 29 25% 335,176 

CCHP HMO 36 39 52 59 1% 10,013 

Health Net HMO 28 24 25 29 11% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 47 44 49 53 36% 477,683 

LA Care HMO 33 27 35 24 6% 84,750 

Molina Healthcare HMO 42 31 34 4% 56,023 

Oscar Health Plan EPO 31 3% 35,962 

Sharp Health Plan HMO 49 52 59 53 1% 17,335 

Valley Health Plan HMO 21 1% 16,366 

Western Health Advantage HMO 44 43 40 1% 9,386 

*M-NS: This measure was not used in determining the overall QRS rating in 2016. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Appropriate Testing for Children with Pharyngitis 
The HEDIS Appropriate Testing for Children with Pharyngitis measure assesses children 2–18 years of 
age who were diagnosed with pharyngitis, dispensed an antibiotic and received a group A 
streptococcus test for the episode. A higher rate represents better performance. 

Table A24. Appropriate Testing for Children with Pharyngitis for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 93 + 94 + 94 + 95 + 0% - 0 

Plans at 50th to 90th Percentile 81 to 93 84 to 94 88 to 94 87 to 95 42% 495,018 2 

Plans at 25th to 50th Percentile 72 to 81 76 to 84 79 to 88 80 to 87 0% - 0 

Plans Below 25th Percentile Below 72 Below 76 Below 79 Below 80 58% 693,735 5 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 95 94 94 93 

Covered CA Weighted Average 71 79 83 79 

Covered CA Lowest Performer 37 55 69 42 
Covered California Plan-Specific Performance 

Anthem HMO 

Anthem PPO 65 72 

Anthem EPO 71 70 5% 64,031 

Blue Shield HMO 70 8% 93,322 

Blue Shield PPO 72 73 78 78 28% 335,176 

CCHP HMO 

Health Net HMO 37 55 69 55 12% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 95 94 94 93 40% 477,683 

LA Care HMO 

Molina Healthcare HMO 42 5% 56,023 

Oscar Health Plan EPO 

Sharp Health Plan HMO 92 92 1% 17,335 

Valley Health Plan HMO 

Western Health Advantage HMO 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Appropriate Treatment for Children with Upper Respiratory Infection 
The HEDIS Appropriate Treatment for Children with Upper Respiratory Infection measure assesses 
children 3 months–18 years of age who were given a diagnosis of upper respiratory infection (URI) and 
were not dispensed an antibiotic prescription. A higher rate indicates appropriate treatment of children 
with URI. 

Table A25. Appropriate Treatment for Children with Upper Respiratory Infection for Covered California 
Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 96 + 96 + 97 + 97 + 39% 513,645 2 

Plans at 50th to 90th Percentile 89 to 96 89 to 96 90 to 97 92 to 97 6% 81,366 2 

Plans at 25th to 50th Percentile 82 to 89 84 to 89 84 to 90 86 to 92 55% 714,454 5 

Plans Below 25th Percentile Below 82 Below 84 Below 84 Below 86 0% - 0 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 98 99 98 100 

Covered CA Weighted Average 92 93 93 94 

Covered CA Lowest Performer 88 89 83 87 
Covered California Plan-Specific Performance 

Anthem HMO 

Anthem PPO 89 89 

Anthem EPO 93 94 5% 64,031 

Blue Shield HMO 86 91 7% 93,322 

Blue Shield PPO 91 90 91 91 26% 335,176 

CCHP HMO 

Health Net HMO 88 89 88 87 11% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 98 99 98 99 36% 477,683 

LA Care HMO 87 90 6% 84,750 

Molina Healthcare HMO 83 88 4% 56,023 

Oscar Health Plan EPO 100 3% 35,962 

Sharp Health Plan HMO 98 92 97 96 1% 17,335 

Valley Health Plan HMO 

Western Health Advantage HMO 94 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Use of Imaging Studies for Low Back Pain 
The HEDIS Use of Imaging Studies for Low Back Pain measure assesses adults 18–50 years of age 
with a primary diagnosis of low back pain who did not have an imaging study (plain X-ray, MRI or CT 
scan) within 28 days of the diagnosis. A higher rate represents better performance. 

Table A26: Use of Imaging Studies for Low Back Pain for Covered California Enrollees (HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 84 + 84 + 86 + 86 + 1% 19,399 2 

Plans at 50th to 90th Percentile 75 to 84 74 to 84 76 to 86 77 to 86 80% 1,074,401 6 

Plans at 25th to 50th Percentile 70 to 75 69 to 74 72 to 76 72 to 77 8% 110,657 2 

Plans Below 25th Percentile Below 70 Below 69 Below 72 Below 72 10% 140,773 2 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 88 88 84 91 

Covered CA Weighted Average 80 79 79 80 

Covered CA Lowest Performer 69 69 67 71 
Covered California Plan-Specific Performance 

Anthem HMO 74 69 

Anthem PPO 76 73 

Anthem EPO 77 78 5% 64,031 

Blue Shield HMO 76 77 7% 93,322 

Blue Shield PPO 78 83 82 81 25% 335,176 

CCHP HMO 69 82 67 91 1% 10,013 

Health Net HMO 78 69 73 77 11% 145,183 

Health Net EPO 

Health Net PPO 

Kaiser Permanente HMO 88 83 82 85 36% 477,683 

LA Care HMO 73 74 76 71 6% 84,750 

Molina Healthcare HMO 86 76 74 72 4% 56,023 

Oscar Health Plan EPO 84 80 3% 35,962 

Sharp Health Plan HMO 74 72 72 73 1% 17,335 

Valley Health Plan HMO 72 78 1% 16,366 

Western Health Advantage HMO 88 77 87 1% 9,386 
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APPENDICIES 

Annual Monitoring for Patients on Persistent Medications 
The Annual Monitoring for Patients on Persistent Medications measure is the percentage of members 
18 years of age and older who received at least 180 treatment days of ambulatory medication therapy 
for a select therapeutic agent during the measurement year and at least one therapeutic monitoring 
event for the therapeutic agent in the measurement year. 

Table A27. Annual Monitoring for Patients on Persistent Medications for Covered California Enrollees 
(HEDIS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 89 + 89 + 89 + 89 + 1% 16,366 1 

Plans at 50th to 90th Percentile 84 to 89 84 to 89 84 to 89 84 to 89 57% 763,639 4 

Plans at 25th to 50th Percentile 81 to 84 81 to 84 81 to 84 82 to 84 33% 445,833 3 

Plans Below 25th Percentile Below 81 Below 81 Below 81 Below 82 9% 120,788 5 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 88 89 90 89 

Covered CA Weighted Average 84 85 85 85 

Covered CA Lowest Performer 77 75 77 76 
Covered California Plan-Specific Performance 

Anthem HMO 84 85 

Anthem PPO 80 80 

Anthem EPO 80 81 5% 64,031 

Blue Shield HMO 84 89 85 83 7% 93,322 

Blue Shield PPO 82 82 82 83 25% 335,176 

CCHP HMO 86 84 85 82 1% 10,013 

Health Net HMO 87 86 87 87 11% 145,183 

Health Net EPO 77 77 76 0% 1,396 

Health Net PPO 

Kaiser Permanente HMO 88 87 88 88 35% 477,683 

LA Care HMO 77 86 86 89 6% 84,750 

Molina Healthcare HMO 83 89 86 84 4% 56,023 

Oscar Health Plan EPO 83 77 3% 35,962 

Sharp Health Plan HMO 88 89 88 82 1% 17,335 

Valley Health Plan HMO 82 85 90 89 1% 16,366 

Western Health Advantage HMO 83 75 80 79 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Access to Information 
The Access to Information measure describes enrollee experience related to the following: 

• Written materials or Internet provided information needed about how plan works; 
• Found out from health plan about cost for health care service or equipment; and 
• Found out from health plan about cost for specific prescriptions. 

Table A28: for Covered California Enrollees’ Access to Information (CAHPS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 62 + 64 + 63 + 54 + 0% - 0 

Plans at 50th to 90th Percentile 55 to 62 57 to 64 58 to 63 48 to 54 74% 992,719 10 

Plans at 25th to 50th Percentile 52 to 55 54 to 57 54 to 58 44 to 48 26% 352,511 2 

Plans Below 25th Percentile Below 52 Below 54 Below 54 Below 44 0% - 0 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 59 61 61 53 

Covered CA Weighted Average 51 59 60 50 

Covered CA Lowest Performer 46 46 60 46 
Covered California Plan-Specific Performance 

Anthem HMO 

Anthem PPO 55 

Anthem EPO 50 5% 64,031 

Blue Shield HMO 50 7% 93,322 

Blue Shield PPO 46 46 25% 335,176 

CCHP HMO 50 1% 10,013 

Health Net HMO 52 61 51 11% 145,183 

Health Net EPO 51 

Health Net PPO 

Kaiser Permanente HMO 56 59 60 53 36% 477,683 

LA Care HMO 54 50 6% 84,750 

Molina Healthcare HMO 49 4% 56,023 

Oscar Health Plan EPO 61 53 3% 35,962 

Sharp Health Plan HMO 55 46 1% 17,335 

Valley Health Plan HMO 46 51 1% 16,366 

Western Health Advantage HMO 59 52 48 1% 9,386 

COVERED CALIFORNIA 137 



            
 

     

  
  

              

      
      
         
       
       

     
     

  
 

 
 

 
 

 
 

  
 

  
 

 
  

 
        

        

        

         
 

        

        

        

 
        

        

        

        

        

        

        

        

        

        

        

        

        

        

        

         

 
 

Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Additional Measures 
Plan Administration 
The Plan Administration measure (Table A 29) describes enrollee experience related to the following: 

• Customer service gave necessary information/help; 
• Customer service staff courteous and respectful; 
• Wait-time to talk to customer service took longer than expected; 
• Forms were easy to fill out; and 
• Health plan explained purpose of forms. 

Table A29: Plan Administration for Covered California Enrollees (CAHPS) 

2016 2017 2018 2019 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

US 
Benchmark 

Percent of 
Enrollees 

Number of 
Enrollees 

Number 
of Plans 

Plans at 90th Percentile and 
Above 77 + 79 + 79 + 76 + 4% 35,962 1 

Plans at 50th to 90th Percentile 70 to 77 73 to 79 74 to 79 70 to 76 49% 495,018 2 

Plans at 25th to 50th Percentile 66 to 70 68 to 73 71 to 74 67 to 70 25% 252,116 4 

Plans Below 25th Percentile Below 66 Below 68 Below 71 Below 67 22% 226,958 4 
Covered California High/Average/Low Performers 

Covered CA Highest Performer 79 81 80 78 

Covered CA Weighted Average 74 71 74 70 

Covered CA Lowest Performer 65 67 65 64 
Covered California Plan-Specific Performance 

Anthem HMO 68 

Anthem PPO 

Anthem EPO 69 6% 64,031 

Blue Shield HMO 69 9% 93,322 

Blue Shield PPO 

CCHP HMO 68 76 75 69 1% 10,013 

Health Net HMO 69 72 65 64 14% 145,183 

Health Net EPO 67 

Health Net PPO 

Kaiser Permanente HMO 76 70 77 73 47% 477,683 

LA Care HMO 70 75 73 70 8% 84,750 

Molina Healthcare HMO 75 71 66 6% 56,023 

Oscar Health Plan EPO 80 78 4% 35,962 

Sharp Health Plan HMO 77 81 71 2% 17,335 

Valley Health Plan HMO 65 67 67 2% 16,366 

Western Health Advantage HMO 79 79 67 1% 9,386 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

Appendix 3: 2019 Marketplace Quality Rating System Measure Set 
2019 Quality Rating System Measure Set 
The global quality rating is a roll-up of three summary components per the following weighting: 

Summary Components Weights 
Getting Right Care (HEDIS) 66% 
Members’ Care Experience (CAHPS) 17% 
Plan Services (HEDIS and CAHPS) 17% 

The QRS measure set is listed below indicating which measures are included in the three summary 
components, the measure type and the measure source. 

QRS Summary 
Component Measure Title 

QRS 
Measure 

Type 
Measurement 

Source 
Getting the 
Right Care 

Adult BMI Assessment Clinical HEDIS 
Annual Dental Visit Clinical HEDIS 
Annual Monitoring for Patients on Persistent 
Medications Clinical HEDIS 

Antidepressant Medication Management Clinical HEDIS 
Breast Cancer Screening Clinical HEDIS 
Cervical Cancer Screening Clinical HEDIS 
Childhood Immunization Status (Combination 3) Clinical HEDIS 
Chlamydia Screening in Women Clinical HEDIS 
Colorectal Cancer Screening Clinical HEDIS 
Comprehensive Diabetes Care: Eye Exam (Retinal) 
Performed Clinical HEDIS 

Comprehensive Diabetes Care: Hemoglobin A1c 
(HbA1c) Control (<8.0%) Clinical HEDIS 

Comprehensive Diabetes Care: Hemoglobin A1c 
(HbA1c) Testing Clinical HEDIS 

Comprehensive Diabetes Care: Medical Attention for 
Nephropathy Clinical HEDIS 

Controlling High Blood Pressure Clinical HEDIS 

Flu Vaccinations for Adults Ages 18-64 Survey QHP Enrollee 
Survey96 

Follow-Up After Hospitalization for Mental Illness (7-
Day Follow-Up) Clinical HEDIS 

Follow-Up Care for Children Prescribed ADHD 
Medication Clinical HEDIS 

Immunizations for Adolescents (Combination 2) Clinical HEDIS 
Initiation and Engagement of Alcohol and Other Drug 
Dependence Treatment Clinical HEDIS 

Medication Management for People with Asthma 
(75% of Treatment Period) Clinical HEDIS 

96 The QHP Enrollee Survey draws heavily from the CAHPS® Health Plan Surveys, which are used widely to assess Medicare, 
Medicaid, and other commercial health plan performance. 
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Covered California Holding Health Plans Accountable for Quality and Delivery System Reform 
APPENDICIES 

QRS Summary 
Component Measure Title 

QRS 
Measure 

Type 
Measurement 

Source 
Medical Assistance with Smoking and Tobacco Use 
Cessation Survey QHP Enrollee 

Survey 
Plan All-Cause Readmissions Clinical HEDIS 
Prenatal and Postpartum Care (Postpartum Care) Clinical HEDIS 
Prenatal and Postpartum Care (Timeliness of 
Prenatal Care) Clinical HEDIS 

Proportion of Days Covered (RAS Antagonists) Clinical Pharmacy Quality 
Alliance (PQA) 

Proportion of Days Covered (Statins) Clinical PQA 
Proportion of Days Covered (Diabetes All Class) Clinical PQA 
Weight Assessment and Counseling for Nutrition and 
Physical Activity for Children and Adolescents Clinical HEDIS 

Well-Child Visits in the First 15 Months of Life (6 or 
More Visits) Clinical HEDIS 

Well-Child Visits in the Third, Fourth, Fifth, and Sixth 
Years of Life Clinical HEDIS 

Member 
Experience with 
Their Doctors 
and Care 

Access to Care Survey QHP Enrollee 
Survey 

Care Coordination Survey QHP Enrollee 
Survey 

Rating of All Health Care Survey QHP Enrollee 
Survey 

Rating of Personal Doctor Survey QHP Enrollee 
Survey 

Rating of Specialist Survey QHP Enrollee 
Survey 

Plan 
management of 
care and 
customer 
service 

Appropriate Testing for Children with Pharyngitis Clinical HEDIS 
Appropriate Treatment for Children with Upper 
Respiratory Infection Clinical HEDIS 

Avoidance of Antibiotic Treatment in Adults with 
Acute Bronchitis Clinical HEDIS 

Use of Imaging Studies for Low Back Pain Clinical HEDIS 

Access to Information Survey QHP Enrollee 
Survey 

Plan Administration Survey QHP Enrollee 
Survey 

Rating of Health Plan Survey QHP Enrollee 
Survey 

Source: Quality Rating System and Qualified Health Plan Enrollee Experience Survey: Technical Guidance for 2019 
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Appendix 4: Additional Publicly Reported Hospital Quality and Safety Data 
CDI Incidence Rates in California Counties 
Clostridioides difficile (CDI) is a bacterium that causes diarrhea and inflammation of the colon. It can be 
spread by healthcare workers and patients when they come in contact with contaminated surfaces. 
Because CDI can spread quickly among hospitals, clinics and nursing facilities, it is important to 
understand the infection rates by counties to inform prevention efforts. 
The graphic below shows California counties’ CDI incidence rates for 2018 presented as significantly 
lower, higher, or no different compared with the national baseline standardized infection ratio of 1.0. 

Figure A1: CDI Incidence Rates in California, 2018 

Source: California Department of Public Health (CDPH), November 2019 
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California Hospitals with Hospital Associated Infection Incidence Better ( ) or Worse (x) 
than National Baseline, 2018 
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Source: California Department of Public Health (CDPH) 2018 HAI Annual Report. 
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Figure A2. California Hospitals Involved in Hospital Quality Institute Hospital Improvement Innovation 
Networks, 2014-1897 

Source: Hospital Quality Institute, 2018 

97 Note: The two fewer hospitals participating in the HIIN in 2018 compared to 2017 represent hospital closures. The acronym changed in 
2016 from Hospital Engagement Networks (HEN) to Hospital Improvement Innovation Networks (HIINs). 
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Figure A3: Percentage of California Hospital Births at California Maternal Quality Care Collaborative 
Participating Hospitals 

Source: California Maternal Quality Care Collaborative, 2018 
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Cover Image 
This report provides data and analysis on Covered California efforts to improve the performance 
of California’s health care system and to ensure that its members receive affordable, high 
quality care. The people featured on the cover are individuals who have benefited from these 
efforts. Their stories — and those of others told here https://www.coveredca.com/real-stories/ — 
go beyond the data to provide personal perspectives on what Covered California has achieved 
over the past five years. 

This document is in the public domain and may be copied or reproduced without permission. 
Suggested citation: Covered California. (2019). Covered California’s First Five Years: Improving 
Access, Affordability and Accountability. 
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Dedication 

Bernard J. Tyson 

January 20, 1959 – November 10, 2019 

Covered California dedicates this report to the memory Bernard J. Tyson, 

chairman and CEO of Kaiser Permanente. Mr. Tyson devoted his life to 

helping others, leading the way in the state and nation to examine and 

address health disparities and support the expansion of affordable health 

care in America. We take inspiration from his leadership and remain 

committed to his vision ensuring quality health care for all. 



 

 

  



 

 

 

   

                 
             
            

              
             

   

           
                

            
          

             
             

               
      

             
                 

                  
            

          
               

              
             
             

               
            

     

             
                 

                
          

               
         

            
           

             
           

           
                

      

 

  
  

Dec. 18, 2019 

In 2010, California became the first state in the nation to enact legislation to establish a state-based 
health insurance exchange under the auspices of the Patient Protection and Affordable Care Act 
(ACA). Covered California was officially established in 2011 as an independent state entity governed 
by a Board of Directors, followed by the subsequent development of a vision statement that has 
guided Covered California since its inception: To improve the health of all Californians by assuring 
their access to affordable, high-quality care. 

Covered California was established by California, for Californians, and our independent board has 
provided critical leadership as we have engaged the range of partners across the state in crafting 
and implementing the Affordable Care Act. Under the leadership of our board, in particular board 
chairs Diana Dooley, former Health and Human Services (HHS) Secretary and our current chair, 
HHS Secretary Mark Ghaly, MD., Covered California has been held to the highest standard of public 
accountability. With their direction, Covered California has leveraged its role to create and foster a 
marketplace where plans compete and are held accountable. The guidepost of all of our efforts is 
what will benefit consumers. 

The work of Covered California has been enabled and guided by legislative and executive branch 
leadership in the state that has fully embraced the Affordable Care Act. In recent years it has sought 
to actively build on and go beyond the ACA on the path to universal coverage. Almost 10 years ago, 
the republican governor, Arnold Schwarzenegger, signed into law the establishment of Covered 
California, laying the groundwork for today’s structure of an independent, self-funded advocate for 
California’s consumers. Gov. Jerry Brown used one of the most important tools of the ACA — the 
ability to expand state Medicaid programs — to bring millions of Californians into coverage through 
Medi-Cal. And, Gov. Gavin Newsom has launched bold programs that defend consumers in 
California by reinstituting the mandate rolled back nationally. He and the legislature have also built 
on and gone beyond the ACA to expand financial help to almost 1 million Californians, including first-
in-the-nation help for middle class Californians, many whom were paying large portions of their 
income for health care coverage. 

While Covered California has focused on effectively implementing the ACA, we have also been 
mindful of our responsibility to share data on what is and is not working to inform both our efforts and 
the work of policymakers in California and nationally. It is in this vein that we release “Covered 
California’s First Five Years: Improving Access, Affordability and Accountability,” which provides 
an overview of Covered California’s activities and achievements in its first five years, during which 
we have provided health insurance to millions of Californians. 

There have been many individuals and organizations that have contributed to Covered California’s 
achievements to the benefit of California consumers — policymakers, health insurers, consumer 
advocates, counties, community-based organizations and agents, to name a few. This said, Covered 
California specially dedicates this report to Bernard J. Tyson CEO, of Kaiser Permanente, who 
recently passed away. Bernard embodied unparalleled passion and leadership. His work to 
transform health care delivery, and his drive for justice in health care and quality have left a lasting 
imprint on California and the nation. 

Sincerely, 

Peter V. Lee 
Executive Director 



 

 

  



  

 

 
 

 
          
          

               
           

            
           

           
         

   

             
            
              

          
            

               
              

  

           
           

              
            

           
            

         
          

    

 
  

                                                 
 
                   

                  
            

     
               
                  

  

Covered California’s First Five Years: 
Improving Access, Affordability and Accountability 

Introduction 
The United States health care system has long faced serious problems: inadequate access to 
care, uneven quality, rising costs and persistent racial, ethnic, socioeconomic and geographic 
disparities. The passage of the Patient Protection and Affordable Care Act in 2010 created an 
opportunity to address these problems. California has undertaken a range of efforts to 
implement and even go beyond the Affordable Care Act, such as its early expansion of 
coverage through its Medicaid program, and, more recently, its decision to provide state-funded 
subsidies to secure greater affordability as it reintroduces the individual responsibility to have 
health insurance. These new subsidies supplement federal subsidies and give first-in-the-nation 
support to middle-class Californians. 

In addition to providing resources to expand coverage, the Affordable Care Act authorized the 
creation of state-based health insurance marketplaces with the capacity and authority to 
influence how health care is delivered. California was the first state to pass legislation to form a 
state-based marketplace. Covered California — the largest state-based marketplace in the 
nation — has worked to leverage its authority and influence to lower health care costs and 
improve the health and health care not only for its enrollees and those in the individual market, 
but also for all Californians.1 Key accomplishments of the past five years are summarized on the 
following page. 

This report describes provides an overview of how California — the state government, Covered 
California, and other stakeholders — are working together to improve health system 
performance and the impact that has been achieved over the past five years. A companion 
report — Covered California Holding Health Plans Accountable for Quality and Delivery System 
Reform — describes how Covered California is holding itself and its contracted health insurers 
accountable for assuring quality care and promoting delivery system reform. It provides detailed 
descriptions of Covered California’s work to assure that its contracted insurers are actively 
working to deliver high-quality care, address health disparities and promote improvements in 
how care is delivered. 

Beginning with the inaugural 2014 plan year and updated in 2017, Covered California set forth standards and strategies for 
quality improvement and delivery system reform in its qualified health plan contract, specifically in the section of the contract 
titled “Attachment 7: Quality, Network Management, Delivery System Standards and Improvement Strategy”. See more: 
https://hbex.coveredca.com/insurance-companies/PDFs/Attachment-7_2020_Clean_Final-Model.pdf. Covered California is in 
the process of working to update its contract terms for the 2022-24 plan years and is seeking to provide concrete requirements 
that will address the “Triple Aim” of lowering costs, improving quality and improving health outcomes with a focus on promoting 
health equity. 

COVERED CALIFORNIA 
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https://hbex.coveredca.com/data-research/library/CoveredCA_Holding_Plans_Accountable_Dec2019.pdf
https://hbex.coveredca.com/data-research/library/CoveredCA_Holding_Plans_Accountable_Dec2019.pdf
https://hbex.coveredca.com/insurance-companies/PDFs/Attachment-7_2020_Clean_Final-Model.pdf


  
 

 

    
     

             
              
           
         

           
         

         
          

  

             
            

          
        

          
             

                

        
            

          
   

         
               

          
             

           
            
           
        
           

   

         
            

          

  

Covered California’s First Five Years: Improving Access, Affordability and Accountability 

California’s First Five Years Implementing the Affordable Care Act: 
Major Impacts in Affordability and Accountability 

California was the first state to establish a state-based marketplace — under a Republican 
governor — and ever since then has sought to implement the Affordable Care Act as 
effectively as possible for the benefit of the state’s consumers. State actions included 
expanding Medi-Cal, the state Medicaid program; building Covered California as the public 
entity responsible for creating a consumer-driven marketplace and holding health plans 
accountable; and most recently, enacting reforms to stabilize insurance markets and further 
improve affordability. This report, “Covered California’s First Five Years: Improving Access, 
Affordability and Accountability,” describes in detail both the strategies and their impacts. 
Major impacts include: 

• Coverage expansion reduced the uninsured rate in California from 17 percent in 
2013 to 7.2 percent in 2018, the largest drop in any state. 

• Stable participation by health insurers has contributed to robust competition that, 
along with healthier enrollment, has saved unsubsidized enrollees more than 
$1,000 annually, with estimated savings to enrollees and the federal government 
of $12.5 billion from 2014 to 2018. At the same time, enrollees remained more 
satisfied with their health plan and overall health care than those in other states. 

• Covered California’s 11 health insurance companies are responding to 
requirements to address disparities in health care, which will likely affect not only 
their Covered California enrollees, but also their estimated 19.5 million enrollees 
in California. 

• Two health insurance companies with integrated delivery systems, Kaiser 
Permanente and Sharp Health Plan, are ranked in the top 10 percent of all U.S. 
health insurers in most measures of quality. Quality performance across the other 
nine insurers, however, was highly variable and often in need of improvement. 

• Covered California’s push toward delivery reform to improve value and system 
performance has resulted in about 25 percent of enrollees being cared for in an 
Accountable Care Organization (ACO) in 2018, far exceeding state and national 
benchmarks. Analysis of variation among diverse models should identify best 
practices and assist ACOs in fulfilling their potential to match the performance of 
integrated delivery systems. 

• By aligning with other stakeholders, Covered California has helped achieve 
important gains in hospital patient safety, in the prevention and treatment of opioid 
use disorders and in the reduction of low-risk C-section rates. 

COVERED CALIFORNIA 2 



  
 

 

           
   
       

         
         

           
             
            

       
        

               
        

          
           

          
        

          
          

        
            

        
              

       

          
              

        
      

  

                                                 
 
              

             
         

                     
             

 

Covered California’s First Five Years: Improving Access, Affordability and Accountability 

This report focuses on the four core approaches Covered California has taken to improving 
health system performance: 

1. Create an effective consumer-driven marketplace: Covered California operates an 
effective consumer-driven marketplace, creating a level playing field where consumers 
benefit from meaningful competition and expanded enrollment. High enrollment, a 
healthier risk mix than is seen nationally and robust competition have helped to slow 
premium growth and to lower costs, which is likely to have saved enrollees and the U.S. 
Treasury an estimated $12.5 billion over the past five years. 

2. Hold health insurance companies accountable for improving quality and 
advancing delivery reform: Covered California holds health insurers accountable 
through its selection of who can participate in the marketplace and through an array of 
reporting and performance requirements. Covered California also requires insurers to 
promote advanced primary care2 as well as integrated and coordinated care. There is a 
documented association of these approaches with better care, and an increasing 
proportion of Covered California enrollees are receiving care through these approaches. 
Although meaningful improvement on many key quality measures has been achieved, 
marked variation in performance across insurers underscores the benefit of care that is 
integrated and coordinated, and it reveals that much more improvement is possible.3 

3. Align efforts to foster systemic change: Covered California recognizes the imperative 
of working with others to change how care is delivered. By working with other 
purchasers, providers and consumers, Covered California has helped catalyze major 
gains in patient safety, maternity care, the prevention and treatment of opioid use, and in 
performance measurement for both hospitals and physician practices. 

4. Use data and evidence to drive continuous improvement: Covered California 
continuously reviews and reflects on what is working to improve care in order to refine 
future requirements and inform multi-stakeholder collaborations in ways that will 
increase impact while reducing burdensome, unnecessary requirements. 

2 There are several key attributes of advanced primary care models. These models maintain continuous patient-provider 
relationships. They are person- and family-centered, comprehensive and equitable, team-based and collaborative, and 
coordinated and integrated, accessible, and high-value. See more: https://www.pcpcc.org/about/shared-principles. 

3 The details of contract requirements related to improving quality and delivery system reform are set forth in the section of the 
contract titled “Attachment 7: Quality, Network Management, Delivery System Standards and Improvement Strategy”. See more: 
https://hbex.coveredca.com/insurance-companies/PDFs/Attachment-7_2020_Clean_Final-Model.pdf. 
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Covered California’s First Five Years: Improving Access, Affordability and Accountability 

National Context and California Responses 
The Affordable Care Act’s Core Domains; Recent Federal Actions to Undercut or 
Reinforce the ACA; and California’s Actions to Protect, Reinforce, and Build on 
the ACA 
The Affordable Care Act (the ACA or the Act) has had an indelible impact on the lives of millions 
of Americans throughout the nation. It has provided a solid and resilient foundation of 
transformative policies upon which the promise of affordable, high-quality health coverage has 
been realized by many individuals and families since its enactment nearly 10 years ago. Among 
its fundamental tenets are four groundbreaking consumer-protective policies that serve as 
cornerstone principles to successful health reform in our nation: 

• Ensure Meaningful Coverage for Everyone 
• Concretely Address Consumer Affordability 
• Foster Consumer Choice 
• Hold Health Plans Accountable 

When fully and properly implemented, as it has been in California, the ACA has delivered on 
each of these areas resulting in healthy, stable markets where millions of consumers have 
gained access to affordable, high-quality coverage that gives them financial protection and 
peace of mind knowing they can get care when in need. At the same time, some states have 
chosen to forgo implementation of some of the keystone provisions of the ACA. For example, 
while the vast majority of states have chosen to expand their Medicaid programs, 14 states4 

have elected not to expand Medicaid coverage, leaving millions of uninsured, low-income adults 
without an affordable coverage option. In addition, in the past three years, multiple federal policy 
actions have diminished the integrity of the Act by reversing key ACA policies; reducing or 
eliminating federal support designed to improve affordability and maintain healthy, stable 
enrollment; and, promoting non-ACA-compliant plans that leave consumers vulnerable to 
exclusion or inadequate coverage when in need of care. 

In stark contrast to federal efforts to undo the ACA, California not only continues to fully 
embrace the Act by taking actions to counter or respond to federal policies, it has also 
implemented policies that build on the ACA in significant ways to the benefit of consumers. 
Through the leadership of the Governor and Legislature, the state has made significant 
investments to bolster affordability and expand access to coverage by offering state subsidies 
that offer additional financial assistance to those currently receiving federal subsidies and, for 
the first time in the nation, extend financial assistance to consumers with incomes over 400 
percent of the federal poverty level who are not eligible for federal subsidies. Covered 
California continues to leverage its role to create and foster a marketplace where plans compete 
and are held accountable to rigorous contractual standards, and to promote healthy, stable 
enrollment through significant investments in marketing and outreach which helps keep costs 
low and fosters robust choice among plans. Consumers, both on- and off-exchange, reap the 
benefits of these efforts through lowered premiums, choice, and quality among plans. 

Status of State Medicaid Expansion Decisions; November 2019; Kaiser Family Foundation https://www.kff.org/medicaid/issue-
brief/status-of-state-medicaid-expansion-decisions-interactive-map/ 
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https://www.kff.org/medicaid/issue-brief/status-of-state-medicaid-expansion-decisions-interactive-map/
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Covered California’s First Five Years: Improving Access, Affordability and Accountability 

The bulk of this report documents how Covered California has implemented the ACA and 
displays the results of those actions. Those results are the best evidence available to-date of 
what happens when states’ seek to deliver on the promise of the Affordable Care Act and stand 
in stark contrast to the results in much of the nation — where millions of low-income Americans 
have no option for Medicaid, where millions of middle-class Americans have been priced out of 
coverage, and where there is often limited competition with health plans not being held 
accountable. Before reviewing these results, however, it is important to put them in the context 
of: (1) the goals the Affordable Care Act sought to achieve; (2) recent changes in federal 
policies; and (3) how California has acted to ensure the tools of the ACA are fully used to benefit 
its consumers. 

The following outlines the differences between federal action and that of California to protect 
and build on the key principles of the ACA: 

1. Meaningful Coverage for Everyone 
The ACA enacted landmark market reforms to ensure that no one can be turned away from 
coverage and that once a consumer got coverage, they would have access to affordable 
high-quality care. It prohibits plans from denying coverage on the basis of pre-existing 
conditions and from discriminating against consumers based on health status, price, or other 
factors. It prohibits annual and lifetime coverage limits and requires plans to cover a 
standard set of 10 essential health benefits to ensure consumers have comprehensive 
coverage that will protect them when they need care. These policies contrast to those in the 
individual market prior to the ACA where consumers were either rejected from coverage, or, 
when they did get coverage, got “swiss-cheese” coverage that failed to offer the care they 
needed when they sought care. (See Appendix, Chart 1: Meaningful Coverage for 
Everyone.) 

2. Concretely Address Consumer Affordability: The ACA’s expansion of Medicaid provided 
coverage for millions of low-income Americans across the country, and the provision of 
federal premium and cost-sharing subsidies helped bring coverage within reach of millions 
more. The Act also set forth critical market stabilization policies designed to foster healthy 
risk and stable enrollment that help lower premiums such as the individual mandate and 
penalty, an expanded open enrollment period, risk selection protection (reinsurance, risk 
adjustment and risk corridors), and marketing and navigator programs to promote 
enrollment. Offering subsidized enrollment and other policies were key to getting a large and 
healthy population enrolled in the individual market to keep premiums low for those not 
eligible for subsidies. In addition to programs targeting the individual market, the ACA also 
took steps to address underlying health care costs, such as building on payment reforms in 
Medicare to move away from fee-for-service — which can promote unneeded services — 
and the establishment of the Center for Medicare and Medicaid Innovation to foster new 
delivery systems to lower costs both for those enrolled in public programs and those 
enrolled in the private marketplace. (See Appendix, Chart 2: Consumer Affordability.) 

3. Foster Consumer Choice: The ACA aims to harness competition and choice in the market 
in order to improve coverage, affordability, access to care, and consumer satisfaction. 
Consumer choice relies on plan participation with the need for a stable market that provides 
health plans some certainty regarding the number and health status of enrollees being a 
vital element. The Act also set forward policies such as reinsurance and risk adjustment to 

COVERED CALIFORNIA 5 
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foster plan participation and ensure choice among consumers. (See Appendix, Chart 3: 
Foster Consumer Choice.) 

4. Accountability: Ensuring accountability among plans is a core principle of the ACA which 
provides tools to ensure plans spend the majority of premiums on health care and meet 
quality standards. It also provides flexibility for states, like California, to impose rigorous 
standards for qualified health plans to benefit consumers. (See Appendix, Chart 4: Health 
Plan Accountability.) 

This report and its companion, Covered California Holding Health Plans Accountable for Quality 
and Delivery System Reform, detail how California and Covered California have worked to both 
protect and implement the ACA as effectively as possible. It also includes the results of those 
actions. While it is outside of the scope of this report to assess and analyze how the ACA has 
been implemented in other states or the results of that implementation, in many ways the 
indications are clear that states that have taken advantage of and expanded the tools of the 
ACA have seen greater success in enrollment than those states that have adopted the policies 
intended to undo the ACA. 

California Creating an Effective Consumer-Driven Marketplace 
Design Principles and Early Work 
California embraced the Affordable Care Act’s goal of improving health care coverage by 
expanding health care access and creating a marketplace that works for consumers. As 
presented in a 2017 Covered California report, Key Ingredients to Creating a Viable Individual 
Market That Works for Consumers: Lessons From California, California’s success in expanding 
coverage and creating a competitive marketplace can be attributed to the following actions: 

• Early policy actions that promoted market stability: Early policy actions were critical 
to success. Expanding California’s Medicaid program, known as Medi-Cal, allowed 
millions to gain coverage directly, while also benefiting those in the individual market. 
States that expanded Medicaid have seen a more dramatic reduction in their rates of 
uninsured residents and have individual market premiums that are 7 percent lower than 
states that did not expand their Medicaid program.5 

• Active negotiation: Through active and extensive vetting and negotiations with health 
insurance companies on rates, network composition and delivery-system requirements, 
Covered California ensures that consumers have a choice among multiple insurers that 
are stable and provide value.6 

• Ensuring that plan designs promote access and enable comparison shopping: All 
plans sold in Covered California, and in the off-exchange individual market where the 
vast majority of enrollment is in plans that “mirror” Covered California plans in benefits 

5 Sen, A. P., and DeLaria, T. C. (2016). The effect of Medicaid expansion on marketplace premiums. Washington D.C.: 
Department of Health and Human Services, Office of the Assistant Secretary for Planning and Evaluation. 

6 Covered California decided against a “clearinghouse” model — in which any health insurance company and plan design is 
accepted — and instead chose to take a more active role in fostering competition in the marketplace and value among plan 
choices for consumers. 
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and price,7 are designed to promote access to needed care, including having most 
outpatient care, such as primary care visits and lab tests, not being subject to any 
deductible for Silver and higher metal tiers.8 Benefit designs and cost-sharing levels are 
the same across all of Covered California’s 11 health insurance companies for each 
metal tier, which enables apples-to-apples comparison of premiums, providers and 
quality. 

• Extensive marketing and outreach: Selling health insurance is uniquely difficult. While 
sick individuals are motivated to buy health insurance, healthier people need to be 
reminded of the value of coverage. In Marketing Matters: Lessons From California to 
Promote Stability and Lower Costs in National and State Individual Insurance Markets, 
Covered California describes how investments in marketing have attracted a healthier 
risk pool, helped to lower premiums and encouraged health insurance company 
participation. 

Through the combined effects of these actions, the state of California and Covered California in 
particular have demonstrated the positive impacts of effective policies and implementation of the 
Affordable Care Act, including: 

• Biggest drop in uninsured rate in the nation: The uninsured rate in California has 
decreased from over 17 percent in 2013 before the implementation of the Affordable 
Care Act to 7.2 percent in 2018, representing the largest overall drop in the rate of 
uninsured in the nation.9 Because a large portion of California’s residents are 
undocumented, the progress in getting those eligible for state and federal programs 
covered has been even more striking, with the eligible uninsured rate dropping to about 
3 percent in the same period.10 

• Unsubsidized Californians have some of the lowest premium increases in the 
nation due to a healthy risk mix: Covered California has maintained a vibrant and 
large unsubsidized individual health care market, where those without subsidies benefit 
from California consistently being among the states enrolling the healthiest risk pool in 
the nation. Between 2014 and 2019, the average national benchmark premium has 
increased by over 79 percent, while in California the average premium increase was 45 
percent (see Figure 1. California and National Benchmark Premium Growth — 2014 to 
2019). Many states across the nation have maintained enrollment of those receiving 
subsidies, largely from strong renewals, while new enrollment has plummeted and the 

7 Off-exchange mirror plans are identical to plans sold in Covered California, having the same benefit design and gross premium. 
8 Outpatient services include primary care visits, specialist visits, urgent care, lab tests, X-rays, imaging and other services. 

Bronze plan enrollees can have three primary care or specialist visits without needing to satisfy a deductible. Further details on 
how this alignment of benefit design with delivery reform promotes better care can be found here. 

9 United States Census Bureau, 2013 American Community Survey (2013). American Community Survey Tables for Health 
Insurance Coverage. Retrieved from: https://www.census.gov/data/tables/time-series/demo/health-insurance/acs-hi.2013.html; 
and United States Census Bureau, 2018 American Community Survey (2018). American Community Survey Tables for Health 
Insurance Coverage. Retrieved from: https://www.census.gov/data/tables/time-series/demo/health-insurance/acs-hi.2018.html 

10 Dietz, M, Graham-Squire, D, Becker, Chen, X, Lucia, L, and Jacobs, K. (2016, August). Preliminary CalSIM v 2.0 Regional 
Remaining Uninsured Projections. UCLA Center for Health Policy Research & UC Berkeley Labor Center. Retrieved f rom: 
http://laborcenter.berkeley.edu/pdf/2016/Preliminary-CalSIM-20-Regional-Remaining-Uninsured-2017.pdf. 
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unsubsidized enrollment has dropped dramatically.11 Fortunately, this has not been the 
reality for California’s consumers. The steep increases in premiums in the rest of the 
nation have two main impacts: 

o First, there was a dramatic decrease in the number of new enrollments. In the 
individual markets in the states served by the federal marketplace (“FFM,” or 
federally facilitated marketplace), new enrollment has declined by 38 percent 
between 2016 and 2018 — dropping from 4 million new enrollees to 2.5 million, 
while in California new enrollment in the same two years dropped 9 percent (from 
roughly 425,000 to 388,000).12 Garnering new enrollment is vital to make sure 
those who need insurance buy it and to keep the risk pool as healthy as possible 
(which keeps costs low for those not receiving subsidies and the federal 
government) since generally healthier individuals are more apt to leave 
coverage. 

o Second, in the same two-year period — from 2016 to 2018 — the national 
unsubsidized individual market enrollment declined by 2.3 million, a decrease of 
44 percent, for the on and off-exchange individual market. However, there was 
only a 17 percent drop in unsubsidized enrollment in California in those two years 
(see Figure 2: Unsubsidized Enrollment in Individual Markets – Federally 
Facilitated Marketplace (FFM) States Compared to California: 2015-2018).13 This 
means that if the nation’s rate of coverage were similar to California’s, there 
would be about 1.5 million more Americans with individual market coverage from 
those two years alone. 

By keeping costs down through the relatively healthy risk mix, California has 
successfully retained a large unsubsidized individual market — almost one million 
Californians as of 2019 — who are enrolled in good coverage that will meet their needs 
in the event of major health events. 

And additional indication of California’s success compared to much of the nation can be 
found in a recent study conducted on health care costs.14 This study found that while 
California was one of the most expensive states in the nation for health care – as 
measured by the average costs for seven common procedures paid in the commercial 
market – the 2019 premiums in the individual market were 5 percent lower than the 
national average, even though in 2015 California individual market premiums were 9 
percent higher than the national average. 

11 Keith, K. (2019, August 13). CMS Issues New Reports on Marketplace Enrollment. Health Affairs blog. Retrieved from 
https://www.healthaffairs.org/do/10.1377/hblog20190813.981115/full/. 

12 Centers for Medicare and Medicaid Services (CMS). “Marketplace Open Enrollment Period Public Use Files” for 2017, 2018 and 
2019: https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/Marketplace-Products/index 

13 Analysis of data from Centers for Medicare and Medicaid Services (CMS). “1 Trends in Subsidized and Unsubsidized 
Enrollment” (August 12, 2019): https://www.cms.gov/CCIIO/Resources/Forms-Reports-and-Other-
Resources/Downloads/Trends-Subsidized-Unsubsidized-Enrollment-BY17-18.pdf 

14 Scheffler, R, Arnold, D and Fulton, B. (October 2019). The Sky’s the Limit: Health Care Prices and Market Consolidation in 
California. California Health Care Foundation. Retrieved from: https://www.chcf.org/wp-
content/uploads/2019/09/SkysLimitPricesMarketConsolidation.pdf. 
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Figure 1. California and National Benchmark Premium Growth — 2014 to 2019 

Source: Covered California analysis of CMS Data. Retrieved from https://www.cms.gov/. 

Figure 2: Unsubsidized Enrollment in Individual Markets — Federally Facilitated Marketplace 
(FFM) States Compared to California: 2015-2018 

If the unsubsidized enrollment in the 
FFM had followed the trends in 
California since 2016, there would 
have been 1.2 million more 
Americans with insurance in 2018. 

Source: CMS, Trends in Subsidized and Unsubsidized Enrollment, August 12, 2019. 
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• Robust competition driving value for consumers: Continuous participation by 10 
health insurance companies since the launch of Covered California in 2014 and the 
addition of one insurer in 2016 promotes robust competition in the marketplace, which 
helps keep premium costs low for consumers. Health insurance companies know that if 
they are priced significantly higher than their competition, consumers will “vote with their 
feet.” California’s individual marketplace has been marked by stability and broad choice 
of insurer, with ten health plans participating in the exchange market place from 2014 
through 2020 and a totally of eleven plans now in the market. Economic analysis has 
demonstrated the effect of increased competition on lowering costs in the individual 
insurance markets15 — in California 87 percent of enrollees can choose from at least 
three insurers, with 56 percent having five or more. The robust competition in California 
contrasts to many other areas around the nation. The number of issuers participating in 
exchanges nationally has seen dramatic fluctuation nationally over the past five years, 
with significant growth in the number of health plans participating in exchanges in the 
past two years (2019 and 2020). While one-in-ten exchange enrollees nationally will be 
in markets with only one insurer in 2020, that represents a dramatic decrease from 2018, 
when 26 percent of enrollees had only one insurer. Nonetheless, most of the nation still 
suffers from far less consumer power to drive their markets, with 67 percent of enrollees 
nationally outside of California being able to choose three or more health insurers (and 
27 percent five or more).16 The enrollment within each insurer is a testament to the fact 
that health care is local, with local health insurance companies often having significant 
enrollment in the areas they serve — providing important competition (see Table 1. 
Statewide and Regional Enrollment for Covered California Insurers — 2019). 

15 Unpublished research from Wes Yin, PhD, University of California, Los Angeles, communication, December 2019. 
16 Kaiser Family Foundation analysis downloaded December 2019, with additional analysis by Covered California to separately 

identify California-specific enrollment options. 
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Table 1. Statewide and Regional Enrollment for Covered California Insurers — 2019 

Health Insurance 
Company 

Total 
Enrollment 

Percent of 
Statewide 
Enrollment 

Percent of 
Service Area 
Enrollment 

Service Area Description 

Kaiser Permanente 477,683 34.3% 38.2% Nearly statewide* 

Blue Shield of California 428,498 30.8% 30.8% Statewide 

Anthem 64,031 4.6% 35.1% Northern counties, Santa 
Clara and Central Valley 

Valley Health Plan 16,366 1.2% 28.3% Santa Clara 

LA Care 84,750 6.1% 21.8% Los Angeles 

CCHP 10,013 0.7% 19.7% San Francisco and San 
Mateo 

Health Net 191,650 13.8% 17.7% 
Greater Sacramento Area, 
North Bay Area, San 
Francisco, Central California 
and Southern California 

Sharp Health Plan 17,335 1.2% 15.9% San Diego 

Molina Healthcare 56,023 4.0% 7.5% Southern California 

Oscar Health Plan 35,962 2.6% 6.6% San Francisco, Los Angeles 
and Orange 

Western Health Advantage 9,386 0.7% 7.3% North Bay Area and Greater 
Sacramento Area 

Note: Service area enrollment is calculated by dividing the insurers’ enrollment by the total enrollment in the service 
area. *Kaiser Permanente has a presence in all regions in California, but in some regions offers partial coverage. 
Blue Shield of California is the only insurer with a full presence in every ZIP code in California. 

• Lower premiums have benefited unsubsidized consumers and the federal 
Treasury: Savings in lower per-person premiums have largely benefited unsubsidized 
California enrollees and the U.S. Treasury. Between 2014 and 2018, Covered 
California’s risk scores were approximately 20 percent below the national average for 
the individual market, resulting in likely savings of approximately $2.5 billion per year for 
enrollees and the U.S. Treasury, which translates to approximately $12.5 billion in 
savings over this five-year period (see Figure 3. California’s Combined Impact on 
Lowering Costs in the Individual Market — 2014-2018 [in billions]).17,18 The savings to 
the U.S. Treasury resulting from lower Advanced Premium Tax Credits are important, 

17 For risk score differences, see: Bingham, A., Cohen M., and Bertko J. (2018). National vs. California Comparison: Detailed Data 
Help Explain the Risk Differences Which Drive Covered California’s Success. Health Affairs blog. Retrieved from 
https://www.healthaffairs.org/do/10.1377/hblog20180710.459445/full/. Covered California analysis savings derived using data 
from CCIIO (see risk-adjustment reports), CMS (effectuated enrollment snapshots, such as this example), and Covered 
California’s own administrative data. Savings were determined by holding observed enrollment constant and estimating 
hypothetical premiums if the risk mix in California had mirrored that of the rest of the nation in each of the respective years 
(using the enrollment-weighted average risk score for all states for which risk adjustment data are reported, excluding 
California). 

18 The 2018 Covered California Silver-tier gross premium increased by an additional 12.5 percent to provide insurers with funding 
to pay cost-sharing reductions (CSR) in certain Silver-variant plans because of the end of the CSR payments from Centers for 
Medicare and Medicaid Services (CMS). 
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but the lower premium costs for unsubsidized enrollees are especially so. On an annual 
basis, the lower costs to unsubsidized enrollees mean their average annual premium is 
$1,080 to $1,560 less than those enrollees would have paid if the risk mix had been 
similar to that seen in the rest of the nation (see Figure 4. California’s Healthier Risk Mix 
Leads to Lower Premium Costs for Unsubsidized Enrollees). 

These reduced costs not only mean real savings for unsubsidized enrollees, but for 
many, the lower annual costs are the difference between buying insurance and going 
without coverage. Because those most likely to be financially motivated to drop coverage 
are healthier individuals, these lower costs encourage healthier individuals to get or 
retain coverage, which in turn helps foster a healthier risk mix. 

Figure 3. California’s Combined Impact on Lowering Costs in the Individual Market — 
2014-2018 (in billions)19 

19 Covered California analysis of data is derived from CCIIO (see risk-adjustment reports), CMS (effectuated enrollment snapshots, 
such as this example), and Covered California’s own administrative data. Savings were determined by holding observed 
enrollment constant and estimating hypothetical premiums if the risk mix in California had mirrored that of the rest of the nation 
in each of the respective years (using the enrollment-weighted average risk score for all states for which risk adjustment data 
are reported, excluding California). 
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Figure 4. California’s Healthier Risk Mix Leads to Lower Premium Costs for Unsubsidized 
Enrollees20 

State Actions for 2020 Promote Affordability and Continued Market Stability 
Recent federal policy changes that include zeroing out the individual mandate’s penalty and 
other changes21 have destabilized insurance markets nationwide. Although California’s market 
has been stable, with robust competition among 11 health insurance companies and premium 
increases that have been about half of national rates, the Legislature and governor acted in 
2019 to assure continued stability and affordability. This effort was accomplished by banning 
short-term health plans, establishing a California individual mandate and penalty to be in effect 
while the federal penalty remains set at zero and funding a state subsidy program that expands 
financial assistance above the Affordable Care Act’s income limits.22 

The new subsidies include first-in-the-nation efforts to build on the Affordable Care Act and 
provide financial help to the middle class (those with incomes of 400 to 600 percent of the 
federal poverty level), many of whom have experienced high health care costs with little help. 

20 Covered California analysis of data is derived from CCIIO (see risk-adjustment reports), CMS (effectuated enrollment snapshots, 
such as this example), and Covered California’s own administrative data. 

21 Other actions include reduced marketing to promote enrollment in the federal marketplace and the promotion of short-term, 
limited-duration policies that have gaps in covered benefits, underwrite consumers based on health status and that are 
composed of enrollees who are not part of the common risk pool that helps to foster a healthy risk mix and lower premiums. 

22 Senate Bill 106 (Committee on Budget and Fiscal Review, Chapter 55, Statutes of 2019) provides the appropriations for the 
state subsidy program, along with income eligibility and specified funding allocation by eligibility levels. Senate Bill 78 
(Committee on Budget and Fiscal Review, Chapter 38, Statutes of 2019) is the omnibus health trailer bill that establishes the 
individual mandate and penalty, as well as the requirements for the state subsidy program. 
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These policies are predicted to result in 229,000 newly insured Californians. They have helped 
keep premium increases to an all-time low of 0.8 percent for 2020, the lowest since the 2014 
launch of Covered California. In contrast to 2020 rate changes in many other parts of the nation 
— which have largely been attributed to downward adjustments of major over-pricing that 
occurred over the past two years or the effect of state-administered reinsurance programs — 
the lower rate increases in California follow years of relatively moderate premium increases (see 
Figure 5. California’s 2020 Policies to Protect and Go Beyond the Affordable Care Act). 
Figure 5: California’s 2020 Policies to Protect and Go Beyond the Affordable Care Act 

Holding Health Insurers Accountable for Improving Quality and 
Advancing Delivery Reform 
Covered California’s Approach to Contracting 
Covered California has established a rigorous health insurer selection and vetting process 
focused on how effectively insurers meet consumers’ needs. It has specific contractual 
requirements that health insurance companies must meet to participate in Covered California. 
The individual market in California is an important and attractive market for health insurance 
companies considering Covered California’s enrollment of about 1.4 million in 2019, of whom 
about 85 percent receive subsidies. There are also an estimated 850,000 “off-exchange” 
consumers who purchase directly from health insurance companies and do not receive 
subsidies but benefit from an effective marketplace. While Covered California has directly 
addressed consumers’ health care costs by promoting healthier enrollment and fostering price 
competition among its insurers within the marketplace, the agency’s contractual expectations 
have broader impacts and are intended to promote improvement in the underlying cost and 
quality of health care for all Californians. 

The Affordable Care Act established a minimum set of quality standards that “qualified health 
plans” must meet to be available to consumers who enroll through the marketplace. These 
include participating in a nationally standardized Quality Rating System and submitting a Quality 
Improvement Strategy each year. As a state-based marketplace, Covered California went 
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beyond these standards to select health insurance companies, define contractual requirements 
and other processes intended to ensure that its contracted insurers meet consumers’ needs and 
contribute to improving health and care delivery for all Californians. These requirements include 
participation in Covered California’s Healthcare Evidence Initiative, a combined medical claims 
database reflecting the care provided by Covered California’s health insurers. This data, which 
is managed under contract by IBM Watson Health, provides the ability to analyze patterns of 
utilization and care across and among Covered California’s insurers.23 Examples of other 
oversight, accountability and improvement processes are: 

• Network composition review: As part of its annual contracting cycles, Covered 
California assesses network composition, the number and types of physicians, medical 
groups and hospitals that are unique to particular health insurers or available through 
multiple insurers, drive times to hospitals and other indicators of how a health plan’s 
distribution of providers assures consumers have timely access. The health insurance 
companies also report network changes and financial performance quarterly. 

• Utilization review: Covered California reviews Healthcare Evidence Initiative claims 
data with its health insurance companies to identify trends in emergency room, hospital 
and physician utilization and determine potential areas for improvement or further 
investigation. Health insurance companies share claims and encounter data with 
Covered California monthly. 

• Studies for targeted improvement: Covered California commissions and provides to 
its health insurance companies analyses of specific areas to better understand cost-
drivers and to foster improvement by assessing plan-level variation, such as a review of 
potentially wasteful prescription drug use and spending and variation in prescribing 
patterns for diabetes and HIV. 

• Regular meetings with health insurers: In addition to the annual negotiating sessions, 
which include a review of quality and cost issues, Covered California holds regular 
quality-assessment meetings with each health insurance company throughout the year. 
These meetings, which are chaired by Covered California’s chief medical officer, review 
areas for improvement and opportunities for the insurer to align with other efforts in 
California (see “Alignment: Working with Others to Promote Improvement” below). 

For these areas, Covered California has shared data with its health insurance companies to 
foster improvement. It intends to release enrollment-wide, and, as appropriate, plan-specific 
results in the future. 

23 Newly enacted state legislation (Assembly Bill 929, Chapter 812, Statutes of 2019) further clarifies the importance of Covered 
California using detailed utilization and encounter data to ensure that consumers are able to choose from plans that offer the 
best value and to evaluate impact on the health delivery system through lower costs, quality improvement, and disparity 
reductions. 
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An Overarching Framework Guides Accountability and Improvement Initiatives 
These processes have been anchored in the expectations detailed in the contract between 
Covered California and its health insurance companies (see Attachment 7: Quality, Network 
Management, Delivery System Standards and Improvement Strategy). To update its contractual 
expectations, Covered California has developed a revised comprehensive framework for 
evaluating and improving health system performance (see Figure 6. Covered California’s 
Framework for Holding Health Plans Accountable for Quality Care and Delivery Reform). The 
framework is composed of two main strategies: assuring quality care and effective care delivery. 
Substantial work under current contract requirements has been accomplished in each of the two 
strategies and is summarized in this report, with additional details provided in a companion 
report: Covered California Holding Health Plans Accountable for Quality and Delivery System 
Reform. 

Figure 6. Covered California’s Framework for Holding Health Plans Accountable for Quality 
Care and Delivery Reform 

Assuring Quality Care 
Covered California’s overarching goal is to ensure that all Californians — whether they are 
striving to stay healthy or currently needing treatment — receive individualized, equitable care. 
Regardless of their circumstances, race, gender, or where they live, health insurers are 
expected to ensure that every individual receives care that is personalized, delivered in the right 
setting at the right time, does not cause harm and is as cost-effective as possible.24,25 A key 

24 In the current contract, Covered California focused health equity efforts on the reduction of health disparities. While inclusive of 
health-disparities reduction, the revised framework of Individualized Equitable Care is intended to capture the broad goal of care 
that is individualized to address an individual’s health needs. 

25 These goals are consistent with the six attributes of health care quality identified by the Institute of Medicine: safe, timely, 
effective, efficient, equitable and patient-centered. See more: Committee on Quality Health Care in America, Institute of 
Medicine, (2001). Crossing the quality chasm: a new health system for the 21st century. Washington, D.C.: National Academy 
Press. 
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element of this goal is to identify and reduce racial and ethnic health disparities, which has been 
central to Covered California’s mission since its inception. 

Assuring quality care requires a high degree of collaboration among Covered California, health 
insurance companies and providers. Health insurance companies are required to collect diverse 
measures26 and implement robust quality improvement strategies. Annually reported quality 
measures are key to assessing progress and understanding variations in performance across 
providers and health plans, as well as comparing Covered California health plan performance to 
marketplace plans nationally. The accompanying report, Covered California Holding Health 
Plans Accountable for Quality and Delivery System Reform, provides health plan-specific results 
in multiple domains and presents early findings from an ongoing initiative to understand and 
reduce racial and ethnic disparities in care. 

Insights From Variations and Trends in Measured Performance 

One approach to tracking performance has been through the calculation of annual global quality 
ratings for each plan, which are now summarized in a rating scale of one to five stars. Since 
2014, Covered California has included global quality scores in its consumer-facing information, 
and as of fall 2016, Covered California has used the federal Quality Rating System results, 
which are based on standard quality of care measures (Healthcare Effectiveness Data 
Information Set) and patient experience of care measures (Consumer Assessment of 
Healthcare Providers and Systems).27, 28 The Quality Rating System calculates a global star 
rating and three summary component scores on: medical care, care experience, and plan 
experience for each health plan based individual market experience compared to a national 
marketplace benchmark. 

Although there have been some changes to the scoring methodology that limit year-to-year 
comparisons, Covered California’s health plans have improved on the marketplace star ratings 
between the 2016 and 2019 reporting years. There remains, however, substantial variation in 
scores across insurers with Kaiser Permanente and Sharp Health Plan, two insurers with 
integrated and coordinated delivery system models, consistently performing among the best in 
the nation. The performance of physicians and physician organizations that contract with other 
Covered California insurers varies: some physician organizations perform well, but many have 
significant opportunity for improvement. 

To more sharply focus accountability efforts among health insurers, Covered California 
examined over 40 measures used by the national marketplace Quality Rating System to 
determine star ratings. Covered California is proposing to prioritize a subset of 13 measures that 
were selected based on the following criteria: (1) health impact, (2) extent of health plan 

26 Health insurance companies are required to participate in the CMS Marketplace Quality Rating System, which entails the 
collection of measures from the Healthcare Effectiveness Data Information Set (HEDIS) and Consumer Assessment of 
Healthcare Provider and Systems (CAHPS). 

27 Prior to the launch of the federal Quality Rating System (QRS) in the fall of 2016, Covered California used non-exchange 
historical performance on patient-experience survey measures (CAHPS) and QRS beta testing results to calculate a Covered 
California-specific rating using a one to four-star scale. 

28 For plan year 2020, the federal marketplace (healthcare.gov) will begin displaying global ratings and the three summary 
component scores for each qualified health plan. Center for Consumer Information and Insurance Oversight and Center for 
Clinical Standards and Quality, Centers for Medicaid and Medicare Services. (2019). Quality Rating Information Bulletin. 
Retrieved from https://www.cms.gov/. 
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variation, (3) performance improvement opportunity, (4) alignment with other California 
accountability programs, and (5) balance across domains of care, such as prevention, chronic-
illness care and behavioral health. Additionally, three of the 13 measures overlap with the 
measures currently collected by race/ethnicity for health disparities reduction interventions. 

Performance trends on these 13 measures are presented in Table 2. Covered California’s 
Weighted Average Health Plan Performance for Candidate Priority Quality Rating System 
Measures, 2016-19. Each entry is the weighted average by enrollment for all health plans on the 
specific measure, and therefore represents the experience of the average enrollee. Entries are 
color-coded to show where the weighted average falls among national percentiles for 
marketplace plans. For all measures, a higher rate indicates better quality of care or better 
patient experience except the All-Cause Hospital Readmissions for which a lower score means 
better performance. 
Table 2. Covered California’s Weighted Average Health Plan Performance for Candidate 
Priority Quality Rating System Measures, 2016-19 

Individualized, Equitable Care 

2016* 2017 2018 2019 

Rating of All Health Care 80 81 83 78 
Rating of Health Plan 73 76 78 73 
Prevention 
Breast Cancer Screening Ages 50-74 74 70 72 72 
Cervical Cancer Screening Ages 21-64 59 62 65 64 
Colorectal Cancer Screening Ages 50-75 51 55 58 58 
Chronic Illness Care 
Controlling High Blood Pressure 63 63 66 66 
Diabetes: Hemoglobin A1c (HbA1c) Control (<8%) 58 60 63 64 
Behavioral Health 
Alcohol & Drug Disorders: Initiation & Engagement Ages 13+ 21 23 26 25 
Antidepressant Medication Management 57 60 61 
Follow-up After Hospitalization for Mental Illness 56 60 53 50 
Care Coordination and Access to Care 
All-Cause Hospital Readmissions** 86 80 74 71 
Care Coordination 81 81 83 79 
Access to Care 70 71 77 72 
Key: Percentile of U.S. Qualified Health Plan Scores: < 25 25-50 50-90 ≥ 90 

*Some measures were not used in the Quality Rating System scoring in 2016 and therefore do not have scores or 
associated percentiles. **This table mostly reports percent scores. The All-Cause Hospital Readmissions measure is 
an exception. It is a ratio of the observed rate to the expected rate x100, and therefore a lower score represents 
better performance; if the observed rate is above expected (poorer performance) the score would exceed 100. 

The performance of the 11 health insurance companies in Covered California on these priority 
measures and on the additional 29 measures as detailed in the report, Covered California 
Holding Health Plans Accountable for Quality and Delivery System Reform, provide both overall 
and plan-specific performance information that Covered California and its contracted plans are 
using to inform quality improvement efforts. Some major observations are: 
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• High levels of consumer satisfaction with their health plan and health care: As 
evident from the Rating of All Health Care and Rating of Health Plan measures, there is 
generally high satisfaction among Covered California enrollees with their health plans 
(with 95 percent of enrollees enrolled in plans with satisfaction that is above the 50th 

percentile nationally) and with their care (with 75 percent of enrollees enrolled in plans 
reporting satisfaction that is above the 50th percentile nationally). The data reveal, 
however, that further improvement remains possible. 

• Wide variation in performance among insurers: The weighted average of these 
important measures is a broad indication of how care is being delivered and provides the 
generally positive news that, for most measures, enrollees in Covered California’s plans 
receive care at or above the national average. The more important finding, however, is 
that for each measure there is wide variation in the care being delivered among the 11 
contracted health insurance companies (see companion report for plan-specific data). 

• Improvement in performance would be potentially life-saving and clinically 
meaningful for hundreds of thousands of Californians: The wide variation in 
performance is particularly meaningful for measures related to managing diabetes and 
hypertension that help point to important opportunities to reduce the morbidity and 
mortality attributable to those conditions. Better performance on these indicators means 
there would be fewer adverse events and more saved lives. Research suggests that a 
one percent reduction in HbA1c reduces diabetes-related deaths by 21 percent and 
myocardial infarctions (heart attacks) by 14 percent.29 For every 10 percent reduction in 
HbA1c (e.g., 10 to 9 or 9 to 8) the risk of progression to blindness fell 44 percent, 
progression to kidney failure fell 25 percent, and loss of sensation in the feet by 30 
percent.30 

Another study estimated the effect of having all health plans nationally achieve the levels 
found at the 90th percentile on measures focused on diabetes and cardiovascular 
disease (similar to what is seen for Kaiser Permanente in California). This would result in 
2.3 million fewer heart attacks (a reduction of 22 percent), 800,000 fewer strokes (a 
reduction of 12 percent) as well as reduced incidence of several other less common 
complications over a 10-year period.31 The researchers estimated that approximately 4.9 
million years of life would have been saved during this same period. 

29 Stratton, I. M., Adler, A. I., Neil, H. A., Matthews, D. R., Manley, S. E., Cull, C. A., … Holman, R. R. (2000). Association of 
glycaemia with macrovascular and microvascular complications of type 2 diabetes (UKPDS 35): prospective observational 
study. BMJ (Clinical research ed.), 321(7258), 405–412. doi:10.1136/bmj.321.7258.405 

30 Nathan, D. M., Bayless, M., Cleary, P., Genuth, S., Gubitosi-Klug, R., Lachin, J. M., … DCCT/EDIC Research Group (2013). 
Diabetes control and complications trial/epidemiology of diabetes interventions and complications study at 30 years: advances 
and contributions. Diabetes, 62(12), 3976–3986. doi:10.2337/db13-1093 

31 Note these estimates are from a 2008 study based on the Archimedes simulation model. At the time, impacts were modeled for 
the U.S. population of 210 million adults ages 18-85 over a ten-year period, 1995-2005: Eddy, D. M., Pawlson, L. G., Schaaf, D. 
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• Strong performance by Kaiser Permanente and Sharp Health Plan underscore 
potential for improvement and the importance of fostering care that is integrated 
and well-coordinated: For most measures, the performance of Kaiser Permanente and 
often Sharp Health Plan are among the best in the entire nation — scoring in the 90th 
percentile. This very positive performance is a clear indication of what is possible when 
care is effectively coordinated. In contrast, the overall performance of the other nine 
contracted health insurance companies usually falls between the 25th and 90th 
percentile compared to national performance — with wide variation among insurers and 
between different measures. Other data has shown that when measuring performance at 
the level of the medical group, there are groups in California that perform as well as 
Kaiser Permanente and Sharp Health Plan on clinical performance indicators.32 The high 
levels of performance observed by some plans and providers reveals what is possible 
and informs Covered California’s high expectations for all its insurers. These findings 
also underscore the benefits of integrated and coordinated care, which has the potential 
of being delivered both by integrated delivery systems under a single health insurer’s 
umbrella or through accountable care organizations. 

• Relatively low scores on some consumer-reported experience measures warrant 
further research and improvement across all insurers: Covered California identifies 
four priority CAHPS measures. Of those measures, two that relate to enrollees’ overall 
satisfaction were described above and provide an important positive indicator of overall 
Covered California health insurer performance. However, Covered California health 
insurers generally have worse scores than the rest of the nation on the Access to Care 
and Care Coordination measures, with the majority of insurers below the 25th percentile 
and none above the 50th.33 It is important to note that the CAHPS results for marketplace 
plans nationwide are highly compressed with a difference of only a few points among 
each percentile, and all results are relatively high compared to other measures. Also, 
California’s demographic diversity includes greater numbers of people in race/ethnicity 
groups who tend to give plans lower scores. This suggests insurers may not meet the 
needs of all groups equally. Covered California sees these consumer-experience scores 
as reason for concern and as an important focus for continuing research. Covered 
California is working with its health insurance companies to assure improvement in these 
areas and is seeking to expand the number and sources of measures that can best 
assess consumers’ experience in getting care as it relates to access, care coordination 
and other important quality domains. 

• Behavioral health presents a significant improvement opportunity: The relatively 
low scores in the categories “Engagement of Alcohol & Other Drug Abuse or 
Dependence Treatment” and “Antidepressant Medication Management” for members 
with depression highlight important areas for insurer and provider focus. In addition, 
while the weighted average score for “Follow-Up After Hospitalization for Mental Illness” 

32 Integrated Healthcare Association. (2019). Top 10% Performers AMP Commercial HMO (MY 2018). Retrieved from: 
https://www.iha.org/sites/default/files/resources/my_2018_top_ten_honorees.pdf. 

33 The Access to Care measure indicates whether enrollees had access to urgent care or immediate care as soon as needed and 
were able to access a specialist when needed. The Care Coordination measure indicates whether the enrollee’s experience of 
receiving care was coordinated across different providers and services. 

COVERED CALIFORNIA 20 

https://www.iha.org/sites/default/files/resources/my_2018_top_ten_honorees.pdf
http:indicators.32


  
 

 

              
          

         
  

     

             
          

          
           

            
        

            
    

          
            
           
             

          
           

         
    

              
            

         
            

              
          

         
          

         
             

                 
               

            
               

  

              
          

           
    

        
           

         
              

Covered California’s First Five Years: Improving Access, Affordability and Accountability 

is above the 50th percentile nationally, the fact that this measure has fallen in the period 
from 2016 to 2019 warrants attention by Covered California and its contracted insurers 
to assure appropriate discharge planning and member outreach by care-management 
teams. 

Efforts to Understand and Address Health Disparities 

Covered California has the overarching goal of achieving the best possible health and health 
care for each individual. Achieving this goal requires addressing social and economic 
disparities. Covered California is therefore working with its health insurance companies to 
reduce health disparities and promote health equity on four fronts: (1) identifying the 
race/ethnicity of all enrollees, (2) measuring how quality varies by race/ethnicity, (3) conducting 
population-health improvement activities and interventions to narrow observed disparities in 
care, and (4) promoting community health initiatives that foster better health and healthier 
environments and promote healthy behaviors. 

Several of Covered California’s contracted health insurance companies have been actively 
engaged in efforts to understand and address health care disparities for many years. Four of 
Covered California’s health insurance companies, Health Net, Kaiser Foundation Health Plan of 
Southern California, L.A. Care, and Molina Healthcare representing 36 percent (503,220 out of 
1,384,030) of enrollment in 2018 earned the National Committee for Quality Assurance’s 
(NCQA) Distinction in Multicultural Health Care (MHC), a program that recognizes organizations 
that provide culturally and linguistically sensitive services and work to reduce disparities in 
health and health care. 

Covered California is in its third year of a multiyear initiative to measure how quality varies by 
race/ethnicity and by insurer. In recognition that care patterns based on race/ethnicity — and 
the interventions to address gaps — likely need to cut across where consumers get their 
coverage and to overcome small sample sizes, health insurance companies have submitted 
data for their entire population under age 65 including their other commercial and Medi-Cal 
populations. This approach to data collection makes direct comparison of scores between 
insurers unreliable since their populations and data quality differ. Baseline data, however, has 
revealed important and actionable variation based on race/ethnicity for each insurer. 
Additionally, even accounting for differences in measurement and populations, the findings 
suggest that on at least some measures, the health insurers with integrated delivery systems 
report better quality scores for all groups — to levels that are among the best in the country. 
While some of these insurers have long invested in and hired staff to support culturally 
competent care, this finding suggests that integrated and coordinated approaches to care 
delivery may improve care for those at greatest risk and help to reduce racial or ethnic 
disparities in quality. 

Given the need to look at health care disparities and health equity across the entire population 
and to promote interventions that apply to racial and ethnic populations regardless of their 
source of insurance coverage, Covered California is working to expand its disparities-reduction 
work with other purchasers, particularly Medi-Cal. 

Delivery System Reform: Promoting Effective Care Delivery Strategies 
The second pillar of Covered California’s strategy is to hold health insurance companies 
accountable for adopting effective care delivery strategies. As indicated above, this focus is 
based on evidence showing that how care is organized and paid for can contribute to higher-
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quality care. For any given hospital or physician practice, only a relatively small percentage of 
their patients are Covered California enrollees and those enrolled through Covered California 
today may be covered through an employer, Medicare or Medi-Cal next year. Because of these 
dynamics, Covered California seeks to promote changes in how care is delivered for its 
enrollees in ways that can also promote better care for all Californians who use the providers in 
Covered California’s health plans. 

Covered California’s efforts focus on three organizing strategies: (1) Effective Primary Care, (2) 
Integrated Delivery Systems and Accountable Care Organizations and (3) Networks Based on 
Value. These strategies are expected to encourage providers and insurers to help patients 
choose the settings that are best for them (e.g., substituting safer outpatient or home-based 
care for hospital-based care) and to choose the best treatment for that patient. Choosing the 
“best” treatment means ensuring patients are offered evidence-based treatments and, where 
more than one treatment is clinically reasonable, ensuring that the decision about which 
treatment to provide is rooted in an understanding of the patient’s values and preferences. What 
follows is an overview of Covered California’s initiatives related to the three organizing 
strategies. 

Effective Primary Care 

The benefits of strong and effective primary care to both health and health care have long been 
recognized.34 Covered California is striving to ensure that all enrollees can experience the 
benefits of strong primary care systems through several approaches. In California and in much 
of the nation, virtually all consumers enrolled in a health maintenance organization (HMO) are 
matched with a primary care physician; however, this is not the case for those enrolled in other 
types of plans — preferred provider organizations (PPO) or exclusive provider organizations 
(EPO). In January 2017, Covered California required that all enrollees be matched to a primary 
care physician or other primary care clinician, such as a nurse practitioner.35 The purpose was 
to bring the primary care physician match concept to the PPO and EPO environment so that all 
consumers benefit from a single point of contact to help them navigate the health care system. 
A primary care physician can provide continuity, address most health care needs, help 
consumers select the proper specialist, coordinate their care with other providers and ensure 
that they understand their treatment options. 

By the end of 2017 and each year since then, virtually all consumers enrolled in a Covered 
California health plan either selected or were matched with a primary care physician. For EPO 
and PPO products, this means that about 500,000 enrollees in Covered California are now 
matched and provided direct access to a primary care clinician upon enrollment. While there are 
a few large employers that have implemented similar programs, this is the largest effort of this 
type in the nation, and Covered California is working with health insurers to help all enrollees 

34 A major report by the Institute of Medicine underscored the importance and value of primary care in the 1990s: Donaldson, M. 
S., Jordy, K. D., Lohr, K. N., and Vanselow, N. A. (Eds.). (1996). Primary care: America's health in a new era. National 
Academies Press. A more recent summary of the evidence for primary care is: Starfield, B., Shi, L., and Macinko, J. (2005). 
Contribution of primary care to health systems and health. The Milbank quarterly, 83(3), 457-502. 

35 While having a primary care physician is important, enrollees in PPO plans can still choose to navigate the health care system 
on their own and do not need permission from their primary care physician to seek treatment or a referral to see a specialist. 
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understand the value of primary care and to evaluate the impact of primary care physician 
matching on utilization, cost and quality. 

Covered California also encourages its health insurers to move away from fee-for-service and 
toward payment approaches that support primary care and reward improved care and lower 
overall costs. While payment strategies to primary care physicians vary widely, significant 
increases were observed for shared savings and capitation-based payments between 2015 and 
2018.36 By 2018, 10 health insurance companies were initiating deployment of such payment 
models to primary care physicians.37 

Finally, a growing body of evidence shows that advanced models of primary care greatly 
improve the care delivered to patients. The percentage of Covered California enrollees cared for 
by patient-centered medical home-recognized practices (PCMH) grew by the end of 2018 to 
560,000 representing 40 percent of all enrollees. While a substantial portion of that enrollment is 
credited to the wide adoption of the PCMH model within the Kaiser Permanente system, even 
outside of that system, PCMH enrollment increased from 3 percent to 11 percent. 

Beyond formal PCMH recognition, several health insurers are supporting clinical transformation 
to advanced primary care that emphasizes accessible, data-driven, team-based care.38 The 
biggest barrier to full adoption of advanced primary care, despite the structural changes to 
payment described above, remains inadequate revenue to support well-rounded care teams, 
underscoring the importance of continued efforts to reform primary care payment. For health 
insurers to make these investments, performance measurement will likely need to go beyond 
PCMH recognition-process measures to include outcomes that reflect the impact advanced 
primary care can have on improving quality and reducing the total cost of care. 

Promotion of Integrated Delivery Systems and Accountable Care Organizations 

Integrated and coordinated care is widely recognized as a vital contributor to delivering good 
outcomes and high quality at an affordable cost39 and Covered California has worked with 
insurers to expand enrollment in integrated models of care. Nationally, the Centers for Medicare 
and Medicaid Services (CMS) is leading a drive to implement value-based payment models 
including integrated and coordinated delivery models such as ACOs. 

Leavitt Partners tracks the growth and spread of ACOs, including the new models supported by 
CMS and their commercial and Medicaid analogs.40 As of 2018, 10 percent of the U.S. 
population, or 32.7 million Americans, were cared for in ACOs in commercial, Medicaid and 
Medicare markets. This includes every state, with penetration ranging from 2 percent to more 

36 Covered California notes that capitation to medical groups does not always cascade to individual providers who remain paid 
FFS. 

37 The total number of unique health insurance companies in Covered California is 11. However, this measure considers 12 health 
insurers because Health Net reports data separately for its Health Net CA and Health Net Life products. 

38 There are several key attributes of advanced primary care models, including: person and family-centered; maintain continuous 
patient-provider relationships; comprehensive and equitable; team-based and collaborative; and coordinated and integrated; 
accessible; and high-value. See more: https://www.pcpcc.org/about/shared-principles 

39 Among the best studies providing evidence is based on the Atlas compiled by the Integrated Healthcare Association: 
https://atlas.iha.org/ 

40 Muhlestein et al. (2018). Recent Progress in The Value Journey: Growth of ACOs and Value-Based Payment Models in 2018. 
Health Affairs blog. Retrieved from https://www.healthaffairs.org/do/10.1377/hblog20180810.481968/full/. 
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than 20 percent. Leavitt Partners reports that between 10 to 15 percent of Californians are 
cared for in such models. 

In 2018, 60 percent of Covered California enrollees were cared for in an integrated delivery 
system or an accountable care organization, which represents a 12-percentage point increase 
from 2015. While much of this growth is due to enrollment in Kaiser Permanente’s and Sharp 
Health Plan’s integrated delivery systems, even after excluding these two systems, 25 percent 
of Covered California enrollees were cared for in an ACO in 2018, which equates to 350,000 
consumers and a 2-percentage point increase from 2015 (see Figure 7. Covered California 
Enrollment in Integrated Delivery Systems [IDS] or Accountable Care Organizations [ACO], 
2015 and 2018). It is this latter statistic that is most comparable to the national data from Leavitt 
Partners; based on this report, California has greater penetration of these new models than the 
overall U.S. Covered California not only has an ACO enrollment that is more than two-times the 
national average, but that even in California it appears that Covered California enrollees are far 
more likely to be enrolled in ACOs than are Californians with other sources of coverage (with 25 
percent enrollment when excluding those enrolled with Kaiser Permanente or Sharp Health 
Plan, compared to the Leavitt Partners estimate of California enrollment of 10 to 15 percent). 

Figure 7. Covered California Enrollment in Integrated Delivery Systems (IDS) 
or Accountable Care Organizations (ACO), 2015 and 2018 

Health insurance companies are supporting integrated care in other ways. Nine health insurers 
reported offering technical support, data-sharing support, or promotion of participation in health 
information exchanges for providers in 2018, an increase from four health insurers in 2015. 
Covered California has also seen a steady increase in the number of insurers using other 
common components of integrated coordinated care such as population health management 
support. Insurers are also required to report performance of different ACO models using the 
Integrated Healthcare Association’s (IHA) Align Measure Perform Commercial ACO Measure 
Set starting in 2019. IHA has reported the first results under this measure set, showing that a 
mix of ACOs, built on both HMO and PPO platforms, while varying significantly, are performing 
about as well as capitated physician organizations in HMOs and significantly better than 
regional aggregates of PPO providers. Covered California is beginning to use this data to 
identify best practices and inform future contract requirements. 

Networks Based on Value 

Access, affordability and consistent quality performance are core to Covered California’s 
mission to expand the availability of coverage and improve health and health care while 
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lowering costs. A starting point of Covered California’s assessment is to go beyond the well-
established network adequacy provisions for all plans in California that are set and overseen by 
the California Department of Managed Health Care and, for a very small portion of enrollees, 
the California Department of Insurance. Covered California assesses the number and types of 
providers and facilities including the mix of providers, the unique providers across plans and 
access to essential community providers. 

Covered California looks beyond standard access measures because of the wide variation in 
unit price and total costs of care charged by providers, with some providers charging far more 
for care irrespective of quality, contributing to the high cost of care — with little documented 
correlation between higher cost and better quality. To help enrollees understand their out-of-
pocket costs, 10 of the 11 health insurance companies provide online cost transparency tools. 
This means that 99 percent of Covered California enrollees have access to tools that aide in 
their health care decision making process. These tools offer information ranging from provider-
specific cost shares of common inpatient and outpatient elective procedures to real-time 
tracking of their out-of-pocket costs to prescription drug prices. However, utilization of these 
tools is low, ranging from less than 1 percent to 39 percent among all insurers. More research is 
needed to understand the low utilization rates. Encouragingly, insurers are focused on 
increasing the use of these cost transparency tools through patient outreach and education. 

On the quality front, while a number of physicians, physician organizations and hospitals provide 
outstanding care, some lag significantly. Covered California holds insurers accountable to 
manage this variation and promote improvements across all contracted providers. 

For selecting providers, most insurers reported using HEDIS quality of care measures, in 
addition to considering provider credentialing, member satisfaction results, and grievance and 
appeals data. While most insurers participate in the Integrated Healthcare Association’s Align 
Measure Perform performance-improvement program, few reported using results to inform 
provider selection. In contracting with hospitals, most health insurance companies reported 
reviewing and tracking publicly reported data from The Leapfrog Group, CMS Hospital 
Compare, and other quality-based organizations, but few actively considered this data in 
network design. 

Covered California required its health insurance companies to describe how they consider 
quality and cost in their design of networks and to consider establishing policies to exclude 
hospitals that are low-performing “outliers” (whether low quality or high cost). To support health 
insurers in meeting the requirement to exclude outlier poor performers that are not improving, 
Covered California has worked with Cal Hospital Compare to track and trend performance and 
to define outlier poor performance for hospitals in a way that can be implemented consistently 
across all health insurance companies. Importantly, all 11 Covered California health insurers 
aligned around a common set of measures of cost and quality, which sends a clear message to 
hospitals on the need to reduce variation to assure a common standard of safety.41 

Going forward, Covered California is partnering with the Integrated Healthcare Association’s 
California Regional Health Care Cost and Quality Atlas to profile provider networks for variation 
in clinical quality, satisfaction, and total cost of care. Health insurance companies and providers 

41 Initial hospital measures included five hospital acquired infections and low risk C-section rates. 
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are looking to Covered California to work through appropriate multi-stakeholder processes to 
define low-quality and high-cost providers. Covered California’s goal is to influence providers to 
improve their performance. The first report on how the contractual expectation that insurers 
either exclude or justify continued contracting with outlier poor performers is currently planned to 
be released by year-end 2020, which will inform future contract expectations for how insurers 
address outlier hospitals and other providers that are low quality or high cost, or both. 

Alignment: Covered California Working With Other Purchasers, 
Insurers and Providers to Accelerate Improvement 
Meaningful improvement is difficult when health insurance companies and providers are faced 
with diverse incentives, inconsistent performance measures, and conflicting priorities from 
public and private purchasers. Covered California is working to accelerate improvement in three 
ways: (1) working with other payers and purchasers to align payment models so that hospitals, 
medical groups and clinicians participate in uniform, value-enhancing financial incentives 
(discussed above); (2) working to align performance measures across health insurers and 
purchasers, both to focus priorities and reduce burden on hospitals and clinicians; and (3) 
encouraging or requiring health insurers to ensure that the providers in their networks are 
participating in the major quality improvement collaboratives in California. 

Covered California is playing an active role by participating in governance structures of quality 
improvement collaboratives and requiring or encouraging insurers to mandate provider 
participation in range of collaboratives (see Table 3. Major Quality Improvement Collaboratives 
in which Covered California Participates). These quality improvement collaboratives seek to 
improve care for all Californians, so benefits will accrue not only to Covered California’s 
enrollees, but also to those with employer-based coverage, Medi-Cal and Medicare. 

Table 3. Major Quality Improvement Collaboratives in which Covered California Participates 

Program Purpose 

The Integrated Healthcare Association 
Aggregates data to promote and support performance 
measurement and improvement of physician organizations 
and ACOs. 

California Quality Collaborative 
Leads collaborative quality improvement initiatives, most 
prominently in chronic disease management, advanced 
primary care and behavioral health integration. 

Cal Hospital Compare 
Publishes and tracks hospital performance measures and 
has created a new patient safety honor roll aligned with 
metrics important to Covered California. 

Partnership for Patients 

A federally funded program that focuses on reducing 
infections and other avoidable complications in hospitals 
through supporting designated Hospital Improvement 
Innovation Networks. 

The California Maternal Quality Care 
Collaborative 

Leads the state’s effort to achieve the Healthy People 2020 
goal of no more than a 23.9 percent low-risk C-section rate. 

Smart Care California 

A multi-stakeholder initiative led by California state 
purchasers to reduce avoidable low-risk C-sections and 
address the opioid epidemic through payment reform, sharing 
best practices and an honor roll. 
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Based on data reported to Covered California, health insurer participation and active 
engagement by insurers to foster greater hospital and provider participation in these quality 
improvement collaboratives have increased substantially over the past four years. For example, 
Smart Care California collaborative participation increased from six to all 11 health insurers 
since 2016. Similarly, the number of health insurers that worked to engage their contracted 
hospitals in the Partnership for Patients collaborative increased from two to 10 health insurers 
since 2016. 

These initiatives are having an important impact. 

• The California Maternal Quality Care Collaborative and Smart Care California C-section 
initiatives have helped hospitals achieve a 12-percentage point reduction in C-sections 
among low-risk women, avoiding an estimated 7,200 C-sections through year-end 2018. 

• The Partnership for Patients program, in which Covered California’s contracting helped 
assure broader participation, has helped hospitals reduce the incidence of hospital 
associated infections by more than 20 percent between 2015 and 2018, the last year for 
which data is available. With the improvement in reducing hospital associated infections, 
best estimates are that 3,392 infections were avoided resulting in 251 California lives 
and $62 million saved in a 12-month period between 2017 and 2018.42 

• Through Smart Care California, Covered California and other state purchasers have 
worked with their health insurers to foster adoption of proven approaches to addressing 
the opioid crisis. Each day in 2017 about 13 Californians died from a drug overdose with 
opioids accounting for half of those deaths (primarily prescription pain relievers, heroin 
and fentanyl).43 Opioid prescriptions are falling and prescriptions for Medication Assisted 
Treatment are rising through the widespread implementation of Smart Care guidelines 
for health insurers and purchasers that include best practices for formulary management 
and network management.44 However, deaths have not fallen, as too many people 
previously dependent on prescription opioids have turned to street drugs.45,46 Much more 
needs to be done to support providers in reducing opioid prescriptions safely and 
expanding access to medication-assisted treatment. 

Additional details on these initiatives are provided in the full companion report, Covered 
California Holding Health Plans Accountable for Quality and Delivery System Reform. 

42 Cal Hospital Compare, with support from IBM Watson, calculated the mortality rates of hospital acquired infections and the usual 
costs of caring for those infections based on evidence from the literature for four of the targeted infections. Full report available 
on request. 

43 Centers for Disease Control and Prevention. (2017). Drug Overdose Deaths. Retrieved from: 
https://www.cdc.gov/drugoverdose/data/statedeaths.html. 

44 Integrated Healthcare Association. (2019). Curbing the Opioid Epidemic Checklist for Health Plans and Purchasers. Retrieved 
from: https://www.iha.org/sites/default/files/files/page/pdf_healthplansopioidchecklist.pdf. 

45 The California Department of Public Health. (2019). Retrieved from: www.cdph.ca.gov/opioiddashboard 
46 Josh Katz. (2017). Short Answers to Hard Questions About the Opioid Crisis. The New York Times. Retrieved from: 

https://www.nytimes.com/interactive/2017/08/03/upshot/opioid-drug-overdose-epidemic.html. 
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Continuous Improvement: Refining the Quality Care and Delivery 
Reform Strategy 
Although the findings presented above point to meaningful progress on many fronts, the data 
documents variation in performance across plans and providers that reveals a substantial gap 
between current performance and what is possible. Much more needs to be done to understand 
the underlying causes of the variation, identify and test approaches to improvement, and work 
with both providers and insurers to ensure that progress continues. Covered California 
continues to work with all stakeholders to refine its approach to assuring quality and promoting 
effective delivery reform. Covered California draws on multiple sources of information and 
insight for this work, including ongoing meetings with health insurance companies to review their 
quality improvement initiatives, identify challenges they face and clarify opportunities to do 
better based on ongoing reviews of evidence in the field.47 

Examples of insights and areas for targeted improvement identified by Covered California based 
on the range of data sources it relies on are: 

• The need to identify and engage enrollees who could benefit from preventive and 
wellness services: Although smoking cessation and obesity management are critical to 
population health improvement, several insurers were unable to collect meaningful data, 
primarily due to the lack of access to clinical data or a practical way to implement 
universal health risk assessments. Ongoing efforts to update plan requirements are 
examining both the feasibility of collecting clinical data to improve identification and 
better tracking of program availability and participation rates. 

• Performance of many health plans needs to improve in multiple domains: Covered 
California contracted health plans generally perform well overall on the Quality Rating 
System measures, typically in the 25th to 90th percentile range nationally. However, there 
are some measures that several plans perform poorly on, scoring below the 25th 

percentile, such as Breast Cancer Screening, Antidepressant Medication Management, 
and Care Coordination. While most of the measures for which Covered California health 
plans perform relatively poorly are not among those identified as priority measures for 
Covered California, the ability of integrated systems, such as Kaiser Permanente and 
Sharp Health Plan, to achieve scores consistently in the 50th to 90th percentile range is a 
clear indicator of what is possible with well-coordinated and integrated care. Covered 
California is working to assess what factors contribute to better performance among non-
integrated plans and how the performance of integrated systems can be replicated 
across California with the goal of ensuring that all plans in California deliver care that is 
as good or better than national benchmark performance. 

47 To gain additional insights, Covered California regularly engages outside experts. Recently, it engaged two outside consulting 
firms to review its strategic approaches, the measures used, and the evidence of impact of different strategies to improve care. 
The firms also offered guidance on how to increase the effectiveness and impact of Covered California’s accountability 
initiatives. Health Management Associates and PricewaterhouseCoopers delivered two reports that were released in July 2019, 
Current Best Evidence and Performance Measures for Improving Quality of Care and Delivery System Reform and Health 
Purchaser Strategies for Improving Quality of Care and Delivery System Reform. Covered California is using this material as it 
continues its stakeholder engagement with health insurance companies, providers, consumer advocates, and the broader public 
to help inform which efforts Covered California should continue, discontinue or revise in the upcoming 2022-24 health plan 
contract. 
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• The need to improve access to and quality of behavioral health services: Health 
insurance companies reported a range of activities to improve access to behavioral 
health services, including increasing provider capacity, implementing telehealth services, 
and adopting new billing codes that support care collaboration. Health insurance 
companies also described a broad spectrum of integration efforts, from increased 
coordination with carve-out vendors to embedded behavioral health staff in primary care 
clinics. 

While there appears to be an increase in the percentage of enrollees cared for in 
integrated behavioral health models between 2015 and 2018, Covered California 
observed data inconsistencies. Requirements are being updated to require better 
standardization to support meaningful tracking and trending of behavioral health 
integration. Because monitoring outcomes for behavioral health is a major gap, Covered 
California is considering requiring the use of patient-reported outcome measures, such 
as the use of Patient Health Questionnaire-9 (PHQ-9) to screen for and monitor 
depression. Covered California is also more closely tracking opioid use and medication 
assisted treatment through its Healthcare Evidence Initiative database. 

• Better measurement is needed related to the care for patients with complex 
needs: There are no standard quality measures for complex care. Most health insurance 
companies reported identifying at-risk enrollees with algorithms and other proprietary 
technology based on claims and utilization data. Based on current best evidence, 
Covered California is considering a hybrid method of population stratification starting 
with automated data to identify high-cost enrollees combined with survey data such as 
health risk assessments, behavioral health screening, screening for social needs or 
measuring patient activation to determine enrollees who are likely to continue to be high 
risk and high cost. Covered California is also considering using its own claims data 
warehouse to track rates of inpatient and Emergency Department use, Emergency 
Department follow-up among complex-care patients, and the use of the Transition of 
Care HEDIS measure, which would require collection of discharge information that 
includes test results. 
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Conclusion 
Serious problems with the performance of the U.S. health care system persist 20 years after two 
major reports called attention to the significant gaps in quality and safety confronting the United 
States and 10 years after passage of the Affordable Care Act, which was intended to expand 
coverage and improve health care. Health care costs continue to rise,48 the quality and safety of 
care is uneven49,50 and while many patients still fail to receive needed, evidence-based care,51 

waste and overuse continue to be widespread.52,53 

As is summarized in this report, Covered California has been engaged in efforts to help expand 
coverage, assure quality and promote delivery reform since its inception and is now engaged in 
a multi-year process to work with others across the state to address these challenges and 
improve health and health care for all Californians. While there has been progress, there have 
also been challenges — as should be expected given the size and complexity of the health care 
system and the position of Covered California within that system. 

At the same time, California has made substantial progress through approaches that can inform 
the strategies of other public and private purchasers, states and the federal government. This 
progress was achieved thanks to policy changes enacted by the California Legislature, to 
specific actions taken by Covered California, and, importantly, to the willingness on the part of 
health insurers and providers in California to join in this work. 

Much remains to be done and in the full companion report, Covered California Holding Health 
Plans Accountable for Quality and Delivery System Reform, each section highlights implications 
for the future. These implications include the finding that further advances in performance 
measurement will be important in order to better identify opportunities for improvement, 
particularly for behavioral health and complex patients. Continued work to align public and 
private payers can help to strengthen incentives and reduce administrative burdens on 
providers and plans. Continued efforts to strengthen primary care and transition toward 
integrated delivery systems and ACOs are likely to offer benefits to both enrollees and 
providers. Most importantly, however, data and evidence should help guide decisions about how 
best to improve the performance of the health care system. 

Covered California is committed to working collaboratively and transparently to ensure that it 
contributes to a state where “Health Care for All” means that all Californians receive the best 
possible care. 

48 Hartman, M., Martin, A. B., Espinosa, N., Catlin, A., and National Health Expenditure Accounts Team. (2017). National health 
care spending in 2016: spending and enrollment growth slow after initial coverage expansions. Health Affairs, 37(1), 150-160. 

49 Birkmeyer, J. D., Finks, J. F., O'Reilly, A., Oerline, M., Carlin, A. M., Nunn, A. R., ... and Birkmeyer, N. J. (2013). Surgical skill 
and complication rates after bariatric surgery. New England Journal of Medicine, 369(15), 1434-1442. 

50 Tsai, T. C., Joynt, K. E., Orav, E. J., Gawande, A. A., & Jha, A. K. (2013). Variation in surgical-readmission rates and quality of 
hospital care. New England Journal of Medicine, 369(12), 1134-1142. 

51 Glasziou, P., Straus, S., Brownlee, S., Trevena, L., Dans, L., Guyatt, G., ... and Saini, V. (2017). Evidence for underuse of 
effective medical services around the world. The Lancet, 390(10090), 169-177. 

52 Berwick, D. M., & Hackbarth, A. D. (2012). Eliminating waste in US health care. Jama, 307(14), 1513-1516. 
53 Korenstein, D., Falk, R., Howell, E. A., Bishop, T., and Keyhani, S. (2012). Overuse of health care services in the United States: 

an understudied problem. Archives of internal medicine, 172(2), 171-178. 
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Appendix: The Affordable Care Act’s Tools, Recent Federal Actions and California’s Steps to Protect and 
Build Towards Universal Coverage 

Chart 1. Meaningful Coverage for Everyone 
Key ACA Provisions 

Guaranteed Issue and Renewal: Requires plans to enroll consumers regardless of health status, 
age, gender, or other factors. 

Protections for Pre-Existing Conditions: Plans cannot exclude, deny coverage, or charge more 
based on pre-existing conditions. 

Standard Comprehensive Benefits: Requires plans to cover categories of essential health benefits 
ensuring comprehensive coverage when care is needed. 

No Annual or Lifetime Limits on Benefits 

Actuarial Value: Standardizes value of coverage by tiers so consumers know on average how much 
their plan will pay for health care costs. 

Federal Policy Actions California Policy Actions 

Promote plans and arrangements that can Ban the sale of short-term, limited duration 
insurance. 

Require agents certified by Covered California 
to disclose to consumers a comparison of 
protections of ACA coverage and risks of health 
care sharing ministries; Require agents to 
disclose number of health care sharing 
ministries sold. 

Prohibit small businesses and self-employed 
with no employees from enrolling in Association 
Health Plans. 

Require Patient-Centered Benefit Designs not 
only covering all essential health benefits but 
enhancing value and access to care by 
eliminating deductibles for outpatient services 
for most enrollees. 

exclude consumers based on health status and 
pre-existing conditions, set coverage limits, and 
exclude benefits, not cover all essential health 
benefits: 

• Short-term, limited-duration insurance, 
including urging Navigators to promote 
short-term plans rather than directing 
consumers to comprehensive coverage 
through the federal Exchange. 

• Unregulated health care sharing ministries 

• Association Health Plans which do not 
have to meet essential health benefit and 
other requirements. 

Proposals to ability of consumers to 
automatically renew their coverage – a 
longstanding standard practice in the insurance 
industry – forcing consumers to reapply for 
coverage each year. 

Pulled back from planned federal efforts under 
prior administration to promote better 
standardization of benefit designs to protect 
consumers and foster competition on 
cost/value. 
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Appendix: The Affordable Care Act’s Tools, Recent Federal Actions and California’s Steps to Protect and 
Build Towards Universal Coverage 

Chart 2. Consumer Affordability 
Key ACA Provisions 

Medicaid Expansion: Providing coverage to millions of low-income Americans. 

Financial Support to Help Americans Afford Coverage: 

• Premium Tax Credits to help subsidize monthly premiums 
• Cost-Sharing Reductions: Reduces out-of-pocket costs for certain low-income consumers. 

Individual Mandate and Penalty: Requires consumers to maintain coverage if “affordable” to them or pay a penalty, which 
fosters healthier enrollment lowering costs for all consumers. 

Open Enrollment Period: Protects health of the market by ensuring consumers don’t enroll into coverage only when they need 
it. 

Support marketing and outreach: Advertising and navigator promotion are done nationally and required elements of state 
“blueprints” to operate as state-based marketplaces o promote enrollment and foster healthy market risk mix. 

Enacted federal reinsurance: To help lower premiums, foster plan participation, and maintain a healthy risk mix. 

Federal Policy Actions California Policy Actions 

Promote policies that may encourage barriers to Expanded Medicaid: California has both used the ACA and 
done state-only expansion of its Medi-Cal program. 

Enacted State Mandate: Restored the penalty effective 2020, 
resulting in lower premiums and greater stability in the market. 

Implemented Silver-Loading CSR Workaround: Established 
an effective workaround to the elimination of direct federal 
funding – which many other states also implemented – 
resulting in increased federal spending and likely marginally 
larger subsidies for some groups. 

Significant investments in Marketing and Outreach: to 
promote stable enrollment, foster a healthy risk mix, and lower 
premiums, Covered California directly spends over $100 million 
to promote stable enrollment leading to healthy risk mix; funds 
a network of over 100 community groups through its Navigator 
Program; and coordinates with contracted health plans to 
maximize their marketing and agent commission payments. 

Full three-month open enrollment: Operates a longer open 
enrollment period, for 2020 running through Jan. 31, to 
promote enrollment (with coverage effective Feb. 1 even for 
consumers enrolling near the deadline) 

Going Beyond the ACA: Established new state subsidies in 
2020 for low- and middle-income Californians to make 
coverage more affordable.  

• Low-income Californians will get financial help in 
addition to federal subsidies 

• For the first time, middle-income Californians will 
receive subsidies to help with premium costs. 

Medicaid enrollment such as work requirements, while 14 
states have not expanded Medicaid 

Nullified the individual mandate by reducing the penalty 
to $0 effective 2019. 

Eliminated direct funding for the ACA-required Cost-
Sharing Reductions subsidy program (and appears to be 
considering denying states’ abilities to have the effective 
workarounds that deliver the greatest benefit to consumers). 

Virtual elimination of Marketing spending and large 
reductions in Navigator support: Cut federal funding for 
federal exchange and Navigators minimizing promotion of 
enrollment, comprehensive coverage, and awareness of 
federal subsidies.  

Maintain a short six-week open enrollment period: (from 
Nov. 1 to Dec. 15 in contrast to enrollment period of Nov. 1 
to Jan. 31 implemented in 2016 to 2017) 

No support for federal reinsurance: States may apply for 
reinsurance waivers, but significant state funding required to 
initiate and maintain a state-based reinsurance program. 

Areas in which federal action have continued, 
reinforced and potentially sought to go beyond  the 
ACA include: 

• Continued support for Medicare payment changes 
to reward value over volume 

• Support for CMMI’s piloting of payment changes 
• Consideration of federal policies to limit consumer-

exposure to surprise billing and policies to directly 
address high pharmaceutical costs 
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Appendix: The Affordable Care Act’s Tools, Recent Federal Actions and California’s Steps to Protect and 
Build Towards Universal Coverage 

Chart 3. Consumer Choice 

Federal Policy Actions California Policy Actions 

No reinstatement of federal reinsurance Require standard benefit designs both on 
Covered California and in the off-Exchange 
market 

• Creates parity and stability across the 
entire individual market. 

• Requires plans to compete on price, 
networks, and service to consumers. 

Negotiate with plans premiums, network 
design and other key areas. 

• Improves affordability across the market 
as Covered California negotiated prices 
are available both on- and off-Exchange 

Help plans understand the risk mix and to 
price right. 

• Aids in fostering competition, 
affordability, and ensuring plans bring 
value to consumers. 

program 
• States with may apply for state-based 

reinsurance program, however, need for 
state resource investments may be cost-
prohibitive and/or difficult to sustain over 
the long-term. 

Fostered instability and uncertainty through 
various policy actions: 

• Elimination of direct funding for cost-
sharing reductions. 

• Reduction of individual mandate penalty 
to $0. 

• Encouraging and promoting enrollment 
in non-ACA compliant plans which can 
result in less healthy risk in the market 
and can add costs when consumers 
cannot get care covered. 

• Cut marketing and outreach funding 
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Appendix: The Affordable Care Act’s Tools, Recent Federal Actions and California’s Steps to Protect and 
Build Towards Universal Coverage 

Chart 4. Health Plan Accountability 

Federal Policy Actions California Policy Actions 

Allow states to lower Medi-Cal Loss Ratios 
(allowing plans to spend less on health care 
costs and more on administration and profit) 
under certain circumstances. 

Stated requirement on plans to reduce 
disparities, but minimal oversight or guidance 
given to plan on how to meet quality domain 
standards. 

Continues to allow any plan to participate in 
a marketplace irrespective of value brought to 
the market. 

Selective contracting with plans. 

• Covered California qualified health plans 
must meet rigorous standards and 
demonstrate value to consumers. 

• Rejects QHP applicants that do not 
demonstrate they can meet standards or 
bring sufficient market value to 
consumers. 

Actively Negotiating with plans. 

• Help plans understand the risk mix and 
to price right. 

• Has rejected QHP applicants. 

• Required network design changes 

Covered California’s contracts include 
rigorous quality standards and requires 
selected QHPs to adopt Quality Improvement 
activities selected in collaboration with 
stakeholders, including: 

• Selecting providers based on quality 

• Measuring and narrowing disparities in 
care 

• Supporting advanced primary care and 
integrated/coordinated care models 

• Promoting quality improvement initiative 
addressing hospital quality, maternity 
care and the opioid epidemic 
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insurance companies and subject-matter experts. The health insurance companies Covered 
California contracts with have been constructive and engaged and have welcomed having a 
high bar of accountability reflected in the contractual expectations. At Covered California, many 
have contributed to shaping the work behind this report: the leadership and staff of the Plan 
Management division, including James DeBenedetti, Jan Falzarano, John Bertko, Lance Lang 
and his predecessor as medical director, Jeff Rideout. For the research, analysis and writing of 
this report, thanks go to Taylor Priestley, Margareta Brandt, Vishaal Pegany, Whitney Li, Thai 
Lee, Allie Mangiaracino, Lindsay Petersen, and two consulting advisors, Ted von Glahn and 
Elliott Fisher. Thanks also go to Kelly Green, Sarah Vu, LaToya Holmes-Green, Kristen Downer, 
Thomas LeBlanc, Isaac Menashe and Robert Seastrom, whose assistance made the 
publication of this report possible. 
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Foreword 
Shana Alex Charles, MPP, PhD 

This State of Health Insurance in California report is our 
ninth in-depth examination of health insurance since 
2001 using California Health Interview Survey data. 
In this report, using data from the 2015-2016 survey, 
we are able to provide estimates for the first time of the 
full societal impact of the largest national expansion 
of health insurance since the enactment of Medicare 
and Medicaid in the 1960s: the program known as 
“Obamacare.” When President Barack Obama signed 
the Patient Protection and Affordable Care Act (ACA, 
commonly called Obamacare) into law in March 2010, 
he fundamentally altered the underlying foundations of 
our national health insurance system. Instead of having 
a system focused on private company gain, with public 
insurance to fill in some (but not all) gaps, the United 
States would now have a system in which public and 
private health insurance programs worked together, 
with the goal of eventually expanding coverage to 
everyone in the country. 

California led the way in implementing ACA reforms, 
and national data comparisons of all 50 states clearly 
show we have been one of the most successful states 
in enrolling eligible people in new coverage from the 
ACA’s full launch in 2014 until today.1 But California 
still must contend with and operate under federal rules 
and guidelines, and when the federal administration 
changed in 2017 to a president hostile to the ACA, 
even California felt the pinch and saw uninsured rates 
begin to creep up again. 

This report, which presents 2015-2016 California 
Health Interview Survey data, is a snapshot in 
time. Our data are from just before the current 
administration took power, just before the mantra of 

1 U.S. Census Bureau. 2018. Health Insurance Coverage in the United States: 
2017. Accessed at: https://www.census.gov/library/publications/2018/demo/ 
p60-264.html. 

a Republican-led Congress was that it was going to 
“repeal and replace Obamacare” in 2017. That did not 
happen, and the House became controlled by ACA 
supporters in the next election. This report shows the 
peak of the ACA, before federal regulators began to 
backpedal on expansions. 

Additionally, we’ve added a new focus on Medicare 
data to this year’s report. With the ACA under attack 
since 2017, much of the policy conversation around 
expanding health insurance coverage has turned to 
building instead on the one widely admired public 
program, Medicare. While proposals can differ on just 
how to expand Medicare, they all should be based on 
solid initial data on what Medicare does for its current 
enrollees and on how the program compares with other 
public and private coverage. We also cannot forget that 
while the ACA’s impact is now slowly declining, even 
at its height in 2016, millions of Californians still did 
not have any health insurance coverage. 
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EXECUTIVE SUMMARY 



In 2016, California’s uninsured rate reached a low 
of 8.5% among nonelderly people (those ages 0-64), 
declining by nearly half from a high of 16.3% in 
2012. This meant that the number of uninsured 
nonelderly Californians decreased by more than 2.5 
million, reaching a low of 2.8 million in 2016. 

8.5% 
Uninsured 

34.4% 
Covered by Medi-Cal 

The decline in the uninsured rate was driven by 
increased enrollment in Medi-Cal, which significantly 
increased from 22.2% to 34.4% between 2012 and 
2016, an increase of nearly 4.2 million Californians. 

Uninsured in 2016, Ages 0-64 

10.2% 

6.7% 

The uninsured rate for men was nearly twice that of women. 

Latinos had over twice 
the uninsured rate of other 
racial/ethnic groups (12.3%). 

36.8% of noncitizens 
without a green card 
were uninsured. 

Employment-based coverage remained the most 
common source of coverage for nonelderly adults 
in California in 2016, with just over half receiving 
coverage from an employer. Disparities in access 
to employer-based coverage also continued after 
implementation of the ACA. Part-time and 
unemployed workers, as well as the self-employed, 
were less likely to have employment-based coverage 
and more likely to be uninsured. Additionally, 
employment-based coverage was less common among 
workers in low-wage industries and occupations. 
These workers were more likely to rely on Medi-Cal 
or to be uninsured. Medi-Cal coverage increased 
mainly among adults ages 19-64, with coverage 
increases spread among all racial/ethnic groups. 
Among children, coverage increased mostly among 
U.S.-born children with U.S.-born parents. 

2 



10.5% of adults 
(ages 19-64) with 
Medi-Cal reported 
having trouble fnding a 
primary care doctor who 
accepts their insurance. 

The uninsured and those with Medi-Cal and other 
public insurance reported fair or poor health, risk 
factors, and chronic conditions at higher rates than 
those in other insurance groups. Individuals in the 
former categories of insurance also frequently reported 
fewer preventive services such as flu shots and 
mammograms, lower likelihood of doctor visits, and 
higher likelihood of ED visits and delays in care due 
to cost or lack of coverage. The combination of poor 
health and limited access to care poses significant 
challenges to efforts directed at improving population 
health and efficiencies in care delivery. 

In general, the initial significant impacts of the ACA, 
documented in our last report, continued through 
the period covered by this report, resulting in 

19.4% of adults 
(ages 19-64) with 
Medi-Cal reported 
being treated unfairly 
by health professionals 
because of their type 
of coverage. 

historically low levels of Californians without health 
insurance. However, since 2017 and the change in 
administrations in Washington, the ACA has been 
under continual attack. Although efforts to “repeal 
and replace” the ACA in 2018 were unsuccessful and 
the midterm election put such efforts on indefinite 
hold, as this report goes to press, the courts are 
about to litigate yet another challenge to the ACA 
that could result in the entire law being declared 
unconstitutional. In the face of these efforts to 
undermine the ACA, California continues to chart a 
different course. 

3 



4 

A Demographic Look at Health Insurance  
in California 
Tara Becker, PhD 1 



 

The expansion of health insurance coverage under the 
Patient Protection and Affordable Care Act of 2010 
(ACA) was the single largest extension of coverage 
since the creation of Medicaid in 1965. Despite this 
improvement in access to health insurance coverage, 
the national uninsured rate remained just under 9% 
in 2017.2 This fact has prompted proposals at both 
the state and federal levels to expand upon these gains 
through legislation that provides universal health care 
coverage. These proposals have taken many forms. 
At their most expansive, they create a single-payer 
public health care system funded through tax dollars 
that eliminates all forms of cost sharing, including 
monthly premiums, deductibles, and copayments. 
More moderate proposals create a public health 
insurance program modeled on Medicare or Medicaid 
that individuals or businesses can choose to purchase 
in lieu of private health insurance coverage. Others 
gradually expand the age range for eligibility for 
public health insurance programs — for example, by 
reducing the age at which individuals become eligible 
for Medicare. 

As proof of what can be achieved through public 
health insurance programs, many groups proposing 
these new programs point to the success of the federal 
Medicare program in providing nearly universal 
health insurance coverage to the nation’s elderly 
population. The Medicare program has indeed 
been successful in expanding basic health insurance 
coverage to all elderly Americans; however, the 
program relies on extensive cost sharing through 
premiums, copayments, and deductibles, which can 
lead to significant out-of-pocket costs for many older 
Americans. Many Medicare beneficiaries need to enroll 

in additional coverage to reduce these costs, creating 
an unequal, multitiered system that provides different 
levels of access to care for older Americans. This means 
that while the Medicare program can be seen as both 
an example of the success of government programs in 
expanding coverage, it also shows the limitations of 
an expansion that builds in significant cost sharing, 
particularly for vulnerable populations. 

This chapter will focus on the expansion of coverage 
among nonelderly Americans that occurred beginning 
in 2014, and also on the forms of additional health 
insurance coverage used by older Californians to 
mitigate the impact of the high levels of cost sharing 
that are built into the Medicare program. First, the 
chapter examines enrollment in health insurance 
coverage by type among all Californians. The 
subsequent section will examine health insurance 
coverage type within subgroups of the nonelderly 
Californian population defined by age, gender, race/ 
ethnicity, family type, education, income, urban/ 
rural status, and citizenship status. Next, the chapter 
examines coverage type within subgroups of older 
Californians defined by gender, race/ethnicity, 
education, income, urban/rural status, and citizenship 
status. Finally, county and regional differences in 
health insurance coverage type will be discussed. 

Keith K. 2018. Two New Federal Surveys Show Stable Uninsured Rate. 
Health Affairs blog. September 13, 2018. Available at: https://www. 
healthaffairs.org/do/10.1377/hblog20180913.896261/full/ (last accessed 
12/5/2018). 
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Health Insurance Coverage in 
California in 2016 
In the period since January 1, 2014, when full 
implementation of the ACA occurred, the uninsured 
rate for all Californians declined significantly. This was 
accomplished by requiring individuals to purchase 
health insurance coverage and by expanding access 
to coverage. This expansion of access was achieved by 
widening the eligibility requirements for Medicaid to 
encompass all low-income U.S. citizens and permanent 
residents, and by introducing subsidies for the purchase 
of individual market health insurance coverage through 
new health insurance exchanges. After these changes 
went into effect, California’s uninsured rate began to 
decline, dropping from 14.5% in 2012 to 7.4% in 2016 
and reducing the state’s uninsured population by nearly 
2.5 million people (Exhibit 1.1). Most of this decline 
was due to increased enrollment in the state’s Medicaid 
program, Medi-Cal, with enrollment rising from 

Exhibit 1.1 

19.6% to 29.9% between 2012 and 2016. Enrollment 
in private purchase coverage increased significantly 
between 2012 and 2014, from 5.2% to 6.4%, and 
remained steady at 6.0% in 2016. During this period, 
coverage through an employer (ESI) declined from 
46.6% to 42.2%. 

The expansion of coverage under the ACA was directed 
at and primarily benefited those under age 65. Among 
nonelderly Californians, the uninsured rate declined 
by nearly half between 2012 and 2016, decreasing 
from 16.3% to 8.5% (Exhibit 1.1). This meant that 
the number of uninsured nonelderly Californians 
decreased by more than 2.5 million, reaching a low of 
2.8 million in 2016. The decline in the uninsured rate 
was driven by increased enrollment in Medi-Cal, which 
significantly increased from 22.2% to 34.4% between 
2012 and 2016, an increase of nearly 4.2 million 
Californians. Although subsidies were offered through 
Covered California for privately purchased insurance, the 

Health Insurance Coverage Type, Ages 0-64, California, 2012-2016 

13.6% 

26.5% 

7.3% 

51.1% 

16.3% 

22.2% 

5.9% 

52.5% 

8.5% 

34.4% 

6.9% 

48.3% 

2012 

100% 

90% 

80% 

70% 

60% 

50% 

40% 

30% 

20% 

10% 

0% 

Other Public Coverage 

Privately Purchased 
Coverage 

Employer-Based Insurance 

Medi-Cal/Healthy Families 

Uninsured 

20162014 

3.0% 1.5% 2.0% 

Sources: 2012, 2014, and 2016 California Health Interview Surveys 

Note: “Privately Purchased” includes Covered California insurance, both with and without subsidies. 
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Exhibit 1.2 
Health Insurance Coverage Type, Ages 65 and Over, California, 2012-2016 

11.4% 

6.2% 

59.3% 

10.9% 

6.6% 

61.1% 

22.6% 

12.9% 

5.6% 

17.4% 
18.0% 

100% 
3.5% 4.5% 

90% 

80% 

70% 

60% 

50% 

40% 

30% 

20% 

10% 

0.5% 0.6%0% 
2012 2014 

Sources: 2012, 2014, and 2016 California Health Interview Surveys 

Note: ESI refers to Employer-Sponsored Insurance, which is also called  
Employer-Based Insurance. 

proportion of this type of coverage remained constant. 
This increase in Medi-Cal coverage was partially offset 
by a decline in employer-sponsored health insurance 
coverage, which decreased from 52.5% to 48.3% over 
this period. 

As the baby-boom generation began to reach age 65, the 
percentage of older Californians enrolled in Medicare 
increased from 11.4% to 12.7% between 2012 and 
2016, an increase in enrollment of 655,000 individuals. 
This increase in overall Medicare enrollment was 
concurrent with an increase in the number of 
Medicare enrollees who also received health insurance 
coverage through another source. Between 2012 
and 2016, there were significant increases in the 
numbers enrolled in both Medicare and ESI, with 
the percentage rising from 1.3% to 1.8%, as well as 
among those enrolled in both Medicare and Medicaid, 
with a rise in percentage from 2.1% to 3.1%. 

6.5% Other Insured 

Other Medicare (Ages 65+) 

51.7% 

Medicare Advantage or 
Supplemental (Ages 65+) 

Medicare + ESI (Ages 65+) 

Medicare + Medi-Cal (Ages 65+) 

Uninsured 

0.7% 

2016 

In contrast, the percentages of older Californians 
enrolled in a Medicare Advantage or supplemental 
plan and Medicare alone or with another type of 
insurance remained steady between 2012 and 2016. 

The success of the Medicare program in extending 
health insurance coverage to those ages 65 and over is 
evident from the fact that almost no older Californians 
were uninsured during this period (Exhibit 1.2). More 
than 99% of those ages 65 and over were insured, 
and more than 90% were enrolled in Medicare in 
all three years, although the percentage enrolled in 
Medicare declined from 96% in 2012 to 93% in 2016. 
The decline in Medicare enrollment is likely due to 
growing enrollment in the state’s CalPERS pension 
program, as well as growth in California’s aging 
immigrant population, some of whom are ineligible for 
participation in Medicare. 
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Though Medicare covers the vast majority of elderly 
Californians, most Medicare enrollees have additional 
coverage beyond traditional Medicare through Medi-
Cal, a former employer, or a Medicare Advantage 
or Supplemental plan. The proportion of Medicare 
enrollees who were dually enrolled in Medi-Cal increased 
significantly, from 17.4% to 22.6%, between 2012 and 
2016, with most of this increase occurring between 
2014 and 2016. The increase in dual enrollment can 
likely be attributed to the Cal Medi-Connect program, 
California’s implementation of the Medicare-Medicaid 
Financial Alignment Initiative (FAI). Under the ACA, 
the Center for Medicare and Medicaid Services (CMS) 
developed the FAI in order to test methods of improving 
care coordination between Medicare and Medicaid. 

As part of this program, Cal Medi-Connect began 
passively enrolling dually eligible Californians in 
the program beginning in April 2014 and continued 
to do so through 2016. The proportion of Medicare 
enrollees who also held insurance through a current or 
former employer increased only slightly, from 10.9% 
in 2012 to 12.9% in 2016. More than half of older 
Californians purchased a Medicare Advantage plan 
or a Medicare supplemental plan during this period, 
though the percentage declined over time as the 
percentage enrolled in Medi-Cal increased.3 In 2012, 
61.1% of older Californians were enrolled in one of 
these types of plans, but by 2016 the percentage had 
declined to 51.7%. 

3 Medicare Advantage plans — which include managed care plans — 
and supplemental private plans are combined in a single question on 
the CHIS survey and cannot be reported separately. 
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Exhibit 1.3 
Health Insurance Coverage Type by Gender, Ages 0-64, California, 2012-2016

 Men 

2012 2014 2016 

Women

2012 2014 2016 

6.7% 
1,112,000 

37.1% 
6,125,000 

46.9% 
7,754,000 

7.2% 
1,181,000 

2.1% 
348,000 

17.8% 
2,896,000 

16.7% 
2,734,000 

10.2% 
1,700,000 

14.9% 
2,420,000 

10.6% 
1,724,000 

20.5% 
3,349,000 

23.4% 
3,839,000 

31.6% 
5,253,000

 23.9% 
3,878,000 

29.6% 
4,828,000 

53.4% 
8,707,000 

51.8% 
8,501,000 

49.6% 
8,237,000 

51.7% 
8,385,000 

50.3% 
8,219,000 

5.4% 
885,000 

6.9% 
1,126,000 

6.6% 
1,090,000

 6.3% 
1,023,000 

7.8% 
1,272,000 

2.9% 
479,000 

1.4% 
221,000 

1.9% 
323,000 

3.1% 
507,000 

1.7% 
283,000 

Uninsured 

Medi-Cal/Healthy Families 

Employer-Based Insurance 

Privately Purchased 

Insurance 

Other Public 

(Including Medicare <65) 

Sources: 2012, 2014, and 2016 California Health Interview Surveys 

Demographic Disparities in  
Health Insurance Coverage 
Gender 

Female Californians were less likely to be uninsured 
and more likely to have Medi-Cal coverage than male 
Californians throughout the period (Exhibit 1.3). 
However, both groups experienced improvements in 
coverage and were less likely to be uninsured in 2016 
than in 2012. Among male Californians under age 65, 
the uninsured rate decreased from 17.8% to 10.2%, 
while among female Californians, it decreased from 
14.9% to 6.7%. Though they began the period with 
lower uninsured rates, women were early adopters of 
the ACA’s expansion of coverage. They experienced a 

Exhibit 1.4 

Note: “Privately Purchased” includes Covered California insurance, both 
with and without subsidies. Percentages may not add to 100% due to 
rounding. 

steady decline in their uninsured rate over the period, 
with significant decreases in both two-year periods. In 
contrast, nearly all of the decline in the uninsured rate 
among men occurred between 2014 and 2016. Women 
were more likely than men to enroll in Medi-Cal 
during this period, widening the gender gap in Medi-
Cal coverage: Men’s enrollment in Medi-Cal increased 
from 20.5% to 31.6% between 2012 and 2016, 
while women’s enrollment increased from 23.9% to 
37.1%. Both men and women experienced a decline in 
coverage through an employer. 

Unlike the situation for those under age 65, there 
were few gender differences in coverage within the 
65-and-older California population (Exhibit 1.4). 

Health Insurance Coverage Type by Gender, Ages 65 and Over, California, 2012-2016

M
e
d
ic
a
re
 (
A
g
e
s 
6
5
+
) And Medi-Cal 

And ESI 

Advantage/Supplemental 

Other Medicare 

Other Insured† 

2012 

19.0% 
363,000 

11.6% 
222,000 

58.5% 
1,119,000 

6.7% 
128,000 

3.5% 
67,000 

Men 

2014 2016 

16.3% 22.9% 
345,000 537,000

14.6% 14.6% 
310,000 344,000

58.2% 47.7% 
239,000 1,121,000

5.9% 7.0% 
1,634,000 164,000

4.8% 7.3% 
101,000 170,000

† Includes those enrolled in Medi-Cal or ESI only, private purchase, or other 
public insurance coverage 

Note: ESI refers to Employer-Sponsored Insurance, which is also called  
Employer-Based Insurance. 

Women

2012 2014 

16.2% 19.3% 
404,000 523,000 

10.3% 8.8% 
256,000 239,000 

63.0% 60.3% 
1,569,000 1,634,000 

6.4% 6.3% 
160,000 172,000 

3.5% 4.4% 
88,000 118,000 

Note: Data on the uninsured are not shown, so percentages will not total 
to 100%. 

Sources: 2012, 2014, and 2016 California Health Interview Surveys 

2016 

22.4% 
650,000 

11.5% 
334,000 

55.0% 
1,594,000 

4.5% 
132,000 

5.8% 
168,000 
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The largest gender difference was in the percentage 
covered through Medicare Advantage or a Medicare 
supplemental plan. More women than men are 
covered by this type of plan each year (though this 
difference was not significant in 2014); for example, 
in 2016, 55.0% of women had a Medicare Advantage 
or supplemental plan, compared to only 47.7% of 
men. Women were less likely to be jointly enrolled 
in Medicare and an employer plan. Though both 
men and women experienced increased enrollment 
in both Medicare and Medi-Cal, only the increase 
among women was significant, extending the gender 
difference in Medi-Cal coverage into older ages. 

Exhibit 1.5 

Racial and Ethnic Group 

Two of the most important effects of the ACA’s 
coverage expansion have been the near-elimination 
of race-based differences in coverage rates among 
nonelderly non-Latino Californians, and a significant 
reduction in the gap between Latino and non-Latino 
Californians (Exhibit 1.5). In 2012, 10.3% of non-
Latino white Californians were uninsured, compared 
to 11.9% of non-Latino African Americans, 14.1% of 
non-Latino Asians and Pacific Islanders, and 11.1% 
of non-Latinos who were multiracial or another race. 
After the expansion in coverage, all of these groups 
experienced significant gains in coverage, so that 
by 2016, only 5.8% of non-Latino whites, 5.8% of 
non-Latino African Americans, 5.6% of non-Latino 

Health Insurance Coverage Type by Race/Ethnicity, Ages 0-64, California, 2012-2016 

Latino 

Non-Latino White 

Non-Latino  

African American 

Non-Latino Asian and 

Pacifc Islander 

Non-Latino Other Race 

or Multiple Races 

2012 

Uninsured 
Medi-Cal/ 

Healthy Families 

Employment-

Based Insurance 

Privately 

Purchased 

Insurance 

Other Public† 

23.3% 
3,152,000 

34.4% 
4,651,000 

35.9% 
4,857,000 

3.3% 
451,000 

3.1% 
420,000 

2014 
20.1% 

2,766,000 
39.6% 

5,440,000 
34.7% 

4,770,000 
4.3% 

589,000 
1.4% 

187,000 

2016 

2012 

12.3% 
1,728,000 

47.8% 
6,692,000 

33.7% 
4,719,000 

4.0% 
558,000 

2.1% 
295,000 

10.3% 
1,204,000 

9.5% 
1,113,000 

69.3% 
8,119,000 

8.2% 
962,000 

2.7% 
311,000 

2014 
7.6% 

885,000 
13.0% 

1,510,000 
67.7% 

7,838,000 
9.8% 

1,139,000 
1.8% 

211,000 

2016 
5.8% 

663,000 
20.3% 

2,326,000 
61.6% 

7,055,000 
10.4% 

1,187,000 
2.0% 

229,000 

2012 
11.9% 
220,000 

37.2% 
688,000 

42.3% 
781,000 

*** 
54,000 

5.7% 
104,000 

2014 
8.2% 

149,000 
33.3% 
607,000 

52.8% 
963,000 

*** 
63,000 

*** 
40,000 

2016 
5.8% 

107,000 
48.5% 
898,000 

39.9% 
739,000 

*** 
57,000 

*** 
53,000 

2012 
14.1% 
627,000 

13.4% 
592,000 

61.3% 
2,714,000 

8.3% 
368,000 

2.9% 
129,000 

2014 
12.4% 
558,000 

19.1% 
858,000 

55.9% 
2,516,000 

11.3% 
509,000 

*** 
57,000 

2016 
5.6% 

259,000 
23.0% 

1,073,000 
62.5% 

2,915,000 
7.7% 

358,000 
*** 

61,000 

2012 
11.1% 
112,000 

18.1% 
183,000 

61.4% 
620,000 

*** 
73,000 

*** 
22,000 

2014 
9.2% 

101,000 
23.1% 
252,000 

58.0% 
634,000 

*** 
98,000 

*** 
9,000 

2016 
4.8% 
55,000 

33.9% 
389,000 

49.0% 
563,000 

*** 
109,000 

*** 
33,000 

† Includes Californians ages 18-64 who are enrolled in Medicare Sources: 2012, 2014, and 2016 California Health Interview Surveys 

*** Unstable estimate (coefficient of variation > 0.3) Note: “Privately Purchased” includes Covered California insurance, both 
with and without subsidies. Percentages may not add to 100% due 
to rounding. 
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Asians and Pacific Islanders, and 4.8% of non-Latinos 
who were multiracial or another race were uninsured. 
In contrast to non-Latinos, Californian Latinos 
experienced much higher uninsured rates throughout 
the period, even though Latinos experienced the largest 
percentage point drop in their uninsured rate. In 2012, 
23.3% of nonelderly Latinos were uninsured; by 2016, 
their uninsured rate had declined to 12.3%. 

Every racial/ethnic group accomplished this increase 
in coverage primarily through significant increases 
in enrollment in Medi-Cal among the nonelderly. 
Between 2012 and 2016, Medi-Cal enrollment 
increased from 9.5% to 20.3% among non-Latino 
whites, 34.4% to 47.8% among Latinos, 37.2% to 
48.5% among non-Latino African Americans, 13.4% 
to 23.0% among non-Latino Asians and Pacific 

Islanders, and 18.1% to 33.9% among non-Latinos 
who were multiracial or another race. Declines in ESI 
partially offset these gains in coverage among non-
Latino whites and non-Latinos who were multiracial 
or another race, though only the change for non-Latino 
whites reached statistical significance. The percentage 
of non-Latino whites who were covered through an 
employer decreased from 69.3% in 2012 to 61.6% 
in 2016; among non-Latinos who were multiracial or 
another race, the decline was from 61.4% to 49.0%. 

There were significant racial/ethnic differences in 
the type of coverage among Californians who were 
ages 65 and over (Exhibit 1.6). In 2012, before the 
Medi-Connect program went into effect, non-Latino 
white and multiracial or other race Californians were 
significantly more likely to be enrolled in a Medicare 

Exhibit 1.6 
Health Insurance Coverage Type by Race/Ethnicity, Ages 65 and Over, California, 2012-2016 

Medicare (Ages 65+) 

And Medi-Cal And ESI 
Advantage or 

Supplemental 
Any Other 

Latino 

Non-Latino White 

Non-Latino  

African American 

Non-Latino Asian 

and Pacifc Islander 

2012 
39.5% 
270,000 

5.8% 
40,000 

42.0% 
287,000 

7.3% 
50,000 

2014 
38.2% 
325,000 

8.2% 
70,000 

38.7% 
329,000 

4.0% 
34,000 

2016 
44.5% 
466,000 

*** 
56,000 

31.7% 
333,000 

*** 
68,000 

2012 
7.3% 

209,000 
12.7% 
367,000 

70.0% 
2,016,000 

6.5% 
188,000 

2014 
6.2% 

186,000 
13.1% 
393,000 

70.2% 
2,106,000 

6.8% 
204,000 

2016 
10.5% 
335,000 

15.2% 
485,000 

63.5% 
2,030,000 

5.5% 
177,000 

2012 
30.3% 
67,000 

9.0% 
20,000 

49.0% 
108,000 

*** 
13,000 

2014 
28.5% 
74,000 

*** 
39,000 

47.0% 
122,000 

*** 
10,000 

2016 
35.0% 
91,000 

*** 
44,000 

38.3% 
100,000 

*** 
12,000 

2012 
39.6% 
207,000 

8.5% 
44,000 

41.5% 
217,000 

5.3% 
28,000 

2014 
41.3% 
254,000 

6.1% 
37,000 

41.4% 
254,000 

*** 
45,000 

2016 
43.0% 
267,000 

9.3% 
57,000 

32.3% 
200,000 

*** 
32,000 

*** Unstable estimate (coefficient of variation > 0.3) Note: Categories with too many unstable estimates have been excluded, 

Sources: 2012, 2014, and 2016 California Health Interview Surveys including the uninsured, older persons with only non-Medicare 
coverage, and persons of other single or multiple races. 

Note: ESI refers to Employer-Sponsored Insurance, which is also called 
Employer-Based Insurance. 
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Advantage or Medicare supplemental plan and less 
likely to be enrolled in Medicare and Medi-Cal than 
other older Californians. In 2012, 70.0% of non-
Latino white Californians were enrolled in a Medicare 
Advantage or supplemental plan, compared to only 
42.0% of Latinos, 49.0% of non-Latino African 
Americans, and 41.5% of non-Latino Asian or Pacific 
Islanders. Enrolled in both Medicare and Medi-Cal 
were 39.5% of Latinos, 30.3% of non-Latino African 
Americans, and 39.6% of non-Latino Asians and 
Pacific Islanders. 

These differences in coverage are likely due to racial/ 
ethnic disparities in socioeconomic status. After 
the implementation of the Medi-Connect program, 
enrollment in Medi-Cal increased significantly; 
however, this increase was smallest among non-Latino 
whites and largest among non-Latino multiracial 
Californians and Californians of another race, 
increasing the differences between non-Latino whites 
and other Californians. In 2016, 63.5% of non-

Latino white Californians over age 65 were enrolled 
in a Medicare Advantage or a supplemental plan, 
compared to only 31.7% of Latinos, 38.3% of non-
Latino African Americans, and 32.3% of non-Latino 
Asian or Pacific Islanders. In contrast, only 10.5% 
of non-Latino whites were enrolled in both Medicare 
and Medi-Cal, a percentage significantly lower than 
the 44.5% of Latinos, 35.0% of non-Latino African 
Americans, and 43.0% of non-Latino Asians and 
Pacific Islanders. 
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Exhibit 1.7 
Health Insurance Coverage Type by Income as a Percentage of the Federal Poverty Level (FPL), Ages 0-64 Years, 
California, 2012-2016 

Below 139% FPL 

139-249% FPL 

250-399% FPL 

400% FPL or 

Above 

† Includes Californians ages 18-64 who are enrolled in Medicare 

*** Unstable estimate (coefficient of variation > 0.3) 

Household Income 

The ACA’s coverage expansion predominantly 
expanded access to those with incomes below 
400% of the federal poverty level (FPL) through 
the Medicaid eligibility expansion and provision 
of subsidies to purchase coverage through Covered 
California. The success of these provisions can be 
seen in the fact that these were the Californians 
who experienced the largest improvements in their 
coverage rates (Exhibit 1.7). The uninsured rate 
decreased significantly for those with household 
incomes below 139% FPL (from 26.2% to 11.6%), 
those with incomes between 139% FPL and 249% 
FPL (from 23.0% to 11.8%), and those with 
household incomes between 250% FPL and 399% 
FPL (from 14.2% to 8.9%). Only households with 

2012 

Uninsured 
Medi-Cal/ Healthy 

Families 

Employment-

Based Insurance 

Privately 

Purchased 

Coverage 

Other Public 

Coverage† 

26.2% 
2,562,000 

49.7% 
4,861,000 

16.3% 
1,591,000 

3.4% 
336,000 

4.4% 
431,000 

2014 
20.5% 

2,046,000 
58.6% 

5,856,000 
14.7% 

1,471,000 
4.4% 

443,000 
1.8% 

178,000 

2016 

2012 

11.6% 
1,153,000 

73.1% 
7,248,000 

10.2% 
1,011,000 

2.8% 
281,000 

2.3% 
226,000 

23.0% 
1,343,000 

28.1% 
1,638,000 

39.9% 
2,328,000 

4.9% 
283,000 

4.2% 
247,000 

2014 
22.0% 

1,312,000 
29.5% 

1,759,000 
39.7% 

2,366,000 
6.6% 

391,000 
2.2% 

134,000 

2016 

2012 

11.8% 
654,000 

42.0% 
2,317,000 

36.9% 
2,037,000 

7.0% 
387,000 

*** 
129,000 

14.2% 
774,000 

9.4% 
514,000 

64.7% 
3,522,000 

8.5% 
461,000 

3.1% 
170,000 

2014 
10.5% 
576,000 

12.3% 
675,000 

66.8% 
3,679,000 

9.1% 
503,000 

1.3% 
71,000 

2016 

2012 

8.9% 
469,000 

18.5% 
982,000 

58.8% 
3,117,000 

10.8% 
573,000 

*** 
161,000 

5.6% 
637,000 

1.9% 
214,000 

84.2% 
9,650,000 

7.2% 
828,000 

1.2% 
138,000 

2014 
4.6% 

524,000 
3.3% 

377,000 
81.5% 

9,204,000 
9.4% 

1,062,000 
1.1% 

121,000 

2016 
4.3% 

536,000 
6.7% 

831,000 
79.4% 

9,825,000 
8.3% 

1,030,000 
1.2% 

154,000 

Sources: 2012, 2014 and 2016 California Health Interview Surveys 

Note: “Privately Purchased” includes Covered California insurance, both 
with and without subsidies. 

incomes of 400% FPL or more did not experience 
a significant drop in the percentage of uninsured, 
though the uninsured rate for this group reached a 
low of 4.3% in 2016. From these results, it’s clear 
that the ACA was successful in substantially reducing 
income-based disparities in health insurance coverage. 

Under the ACA’s Medicaid eligibility rules, adults 
with household incomes below 139% FPL and 
children in households with incomes below 266% 
FPL became eligible for coverage through Medicaid. 
Many of these children were already enrolled in the 
California Healthy Families Program (HFP) — the 
state’s implementation of the federal Children’s 
Health Insurance Program (CHIP) — and were 
automatically enrolled in Medi-Cal as of January 
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2014. Consistent with these changes, the largest 
increases in Medi-Cal coverage between 2012 and 
2016 occurred among those with household incomes 
below 139% (from 49.7% to 73.1%). Nonelderly 
Californians with incomes between 139% FPL and 
249% FPL also experienced a significant increase in 
Medi-Cal enrollment (from 28.1% to 42.0%). Even 
those with household incomes above the Medi-Cal 
eligibility threshold experienced smaller, but still 
significant, increases in Medi-Cal enrollment. Medi-
Cal enrollment increased from 9.4% in 2012 to 18.5% 
in 2016 among those with household incomes between 
250% FPL and 399% FPL, and from 1.9% to 6.7% 
among those with household incomes of 400% FPL or 
more. Health insurance coverage through an employer 

declined among all four income groups, but only the 
declines among those with incomes below 139% FPL 
or above 399% FPL were significant.4 

4 This discrepancy between household income and Medi-Cal eligibility 
has several sources. First, Medi-Cal eligibility is based on income earned 
in the past month, whereas this analysis is based on household income 
in the previous calendar year. Some households that had higher income 
in the previous year could have experienced a change in income that 
now made them eligible for Medi-Cal. Second, this analysis is based 
on total household income from all sources; however, certain types of 
income, such as child support or worker’s compensation, are disregarded 
when calculating Medi-Cal eligibility. This means that total household 
income may exceed the total family income that is used to establish 
eligibility. Finally, it is possible that a household that previously 
qualified for Medi-Cal has since experienced an increase in income 
that leaves the household no longer eligible. Because Medi-Cal income 
redeterminations occur once per year, household members may have 
retained their Medi-Cal coverage after they were no longer eligible. 
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Similar differences in coverage type are seen when 
older Californians are compared by income (Exhibit 
1.8). Higher-income older Californians were more 
likely than those with lower incomes to be enrolled 
in a Medicare Advantage or supplemental plan and 
less likely to be dually enrolled in Medicare and 
Medi-Cal. Although most Medicare enrollees have 
coverage beyond traditional Medicare — through 
either a Medicare Advantage plan or another type of 
plan — initially, those with incomes above 400% 
FPL were significantly more likely than other older 
Californians to have this additional coverage. High-
income California residents were less likely than those 
with less income to fall in the “any other” Medicare 
group, which is predominantly those who are insured 
through Medicare alone and do not have a secondary 
source of coverage. Among those with incomes above 
400% FPL, 4.5% fall into this group, compared 

Exhibit 1.8 

to 7.8% of those with incomes below 139% FPL, 
8.8% of those with incomes between 139% FPL 
and 250% FPL, and 7.1% of those with incomes 
between 250% FPL and 400% FPL. If not for the 
availability of Medi-Cal to those with lower income, 
the difference would have been larger. About half of 
those with incomes below 139% FPL were enrolled 
in both Medicare and Medi-Cal in 2012, compared 
to only 3.3% of those with incomes over 400% FPL. 
In contrast, just over one-third of those in the lowest-
income group were enrolled in a Medicare Advantage 
or supplemental plan, while 71.7% of those with 
incomes above 400% FPL had this type of plan. 

A significant increase in dual-coverage Medi-Cal 
between 2012 and 2016 occurred exclusively among 
older people with incomes below 250% FPL. Among 
those with incomes below 139% FPL, the percentage 

Health Insurance Coverage Type by Income as a Percentage of the Federal Poverty Level (FPL), Ages 65 and Over, 
California, 2012-2016 

Medicare (Ages 65+) 

Other Insured† 
And Medi-Cal And ESI 

Advantage or 

Supplemental 
Any Other 

Below 139% FPL 

2012 
49.2% 
456,000 

4.5% 
42,000 

35.0% 
325,000 

7.8% 
72,000 

1.6% 
15,000 

2014 
52.3% 
475,000 

*** 
27,000 

29.1% 
265,000 

*** 
86,000 

5.2% 
47,000 

2016 
60.2% 
725,000 

2.8% 
33,000 

22.2% 
267,000 

*** 
69,000 

7.3% 
88,000 

139-249% FPL 

2012 
18.9% 
163,000 

7.6% 
65,000 

61.5% 
528,000 

8.8% 
76,000 

2.4% 
21,000 

2014 
23.2% 
252,000 

9.9% 
108,000 

54.9% 
596,000 

8.0% 
87,000 

3.2% 
34,000 

2016 
26.2% 
265,000 

8.2% 
83,000 

49.3% 
499,000 

11.5% 
116,000 

4.3% 
43,000 

250-399% FPL 

2012 
10.3% 
91,000 

11.2% 
99,000 

67.2% 
596,000 

7.1% 
63,000 

*** 
*** 

2014 
9.0% 
89,000 

10.9% 
107,000 

68.6% 
672,000 

6.6% 
65,000 

*** 
*** 

2016 
11.6% 
95,000 

17.7% 
144,000 

60.9% 
498,000 

*** 
31,000 

5.8% 
47,000 

400% FPL or Above 

2012 
3.3% 
57,000 

15.7% 
272,000 

71.7% 
1,240,000 

4.5% 
77,000 

4.7% 
81,000 

2014 
2.9% 
53,000 

16.5% 
307,000 

71.9% 
1,336,000 

3.2% 
60,000 

5.5% 
102,000 

2016 
4.6% 

103,000 
18.8% 
417,000 

65.5% 
1,452,000 

3.6% 
79,000 

7.2% 
160,000 

† Includes those enrolled in Medi-Cal or ESI only, private purchase, or other Sources: 2012, 2014, and 2016 California Health Interview Surveys 
public insurance coverage Note: Categories with too many unstable estimates have been excluded, 
*** Unstable estimate (coefficient of variation > 0.3) including the uninsured. 

15 



  
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

   

with Medicare and Medi-Cal increased by 11 percentage 
points, while it increased by 7.3 percentage points 
among those with incomes between 139% and 249% 
FPL. Among those with incomes of 250% FPL and 
above, the percentage with Medi-Cal was unchanged. 
This increase in coverage in Medi-Cal among lower-
income older Californians was offset by a decline in 
enrollment in Medicare Advantage or supplemental 
plans, with enrollment falling by more than 12 
percentage points in the two lowest income groups. 
Among those with incomes between 139% and 249% 
FPL, the decline in Medicare Advantage exceeded the 
increase in dual enrollment in Medi-Cal, resulting 
in a significantly higher percentage of Medicare 
enrollees who were enrolled in traditional Medicare 
alone, without another form of coverage. Enrollment 
in Medicare Advantage and supplemental plans also 
decreased among those with incomes of 250% FPL 
and above, though by a smaller amount. This decrease 
was driven in part by increases in coverage through 

Exhibit 1.9 

Medicare and ESI and in other non-Medicare coverage 
among these higher-income groups, though these 
increases were not statistically significant. 

Urban vs. Rural Residence 

The gains in health insurance coverage were widespread 
across California, reaching through urban and rural areas 
alike (Exhibit 1.9). The uninsured rate decreased from 
17.8% to 10.1% in primary urban areas, from 15.3% to 
6.8% in second cities (usually around 1 million people, 
limited to regional impact), from 12.9% to 6.0% in 
suburban areas, and from 16.9% to 7.8% in rural areas 
and small towns. All of these areas experienced dramatic 
increases in Medi-Cal enrollment, though enrollment 
was lower in suburban areas than in other areas. In 
suburban areas of the state, Medi-Cal enrollment 
increased from 14.6% to 23.3%, while in urban areas it 
increased from 24.4% to 36.4%, in second cities from 
21.7% to 36.5%, and in rural areas and small towns 
from 25.2% to 37.7%. 

Health Insurance Coverage Type by Urban-Rural Status, Ages 0-64 Years, California, 2012-2016 

Urban 

Second City 

Suburban 

Rural/Town 

2012 

Uninsured 
Medi-Cal/  

Healthy Families

 Employment-

Based Insurance

 Privately Purchased 

Coverage

 Other Public 

Coverage† 

17.8% 
2,989,000 

24.4% 
4,097,000 

49.1% 
8,250,000 

5.4% 
907,000 

3.3% 
549,000 

2014 
14.2% 

2,483,000 
28.5% 

4,986,000 
49.2% 

8,616,000 
6.9% 

1,207,000 
1.2% 

217,000 

2016 

2012 

10.1% 
1,744,000 

36.4% 
6,277,000 

45.4% 
7,822,000 

6.0% 
1,038,000 

2.0% 
343,000 

15.3% 
1,082,000 

21.7% 
1,528,000 

54.1% 
3,818,000 

5.9% 
415,000 

2.9% 
208,000 

2014 
14.0% 
988,000 

27.0% 
1,911,000 

51.2% 
3,620,000 

6.0% 
425,000 

1.8% 
128,000 

2016 

2012 

6.8% 
495,000 

36.5% 
2,656,000 

48.6% 
3,539,000 

6.2% 
449,000 

1.9% 
139,000 

12.9% 
714,000 

14.6% 
809,000 

63.0% 
3,491,000 

7.2% 
399,000 

2.4% 
131,000 

2014 
11.0% 
559,000 

17.5% 
892,000 

59.4% 
3,029,000 

11.0% 
561,000 

*** 
54,000 

2016 

2012 

6.0% 
335,000 

23.3% 
1,297,000 

60.9% 
3,394,000 

8.4% 
468,000 

*** 
76,000 

16.9% 
531,000 

25.2% 
793,000 

48.8% 
1,532,000 

5.9% 
186,000 

3.1% 
99,000 

2014 
13.9% 
428,000 

28.5% 
877,000 

47.4% 
1,455,000 

6.7% 
205,000 

3.5% 
106,000 

2016 
7.8% 

238,000 
37.7% 

1,148,000 
40.5% 

1,236,000 
10.3% 
315,000 

*** 
113,000 

† Includes Californians ages 18-64 who are enrolled in Medicare Sources: 2012, 2014, and 2016 California Health Interview Surveys 

*** Unstable estimate (coefficient of variation > 0.3) Note: “Privately Purchased” includes Covered California insurance, both 
with and without subsidies. 
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In 2014, when Covered California first opened for 
business, the percentage of Californians covered through 
private purchase insurance increased significantly from 
2012 rates in urban areas (from 5.4% to 6.9%) and 
suburban areas (from 7.2% to 11.0%). However, after 
2014, rates of coverage through this type of insurance 
fell in these areas and were no longer significantly 
different from 2012. The only areas in which coverage 
through private purchase insurance increased between 
2014 and 2016 were rural areas and small towns. In 
these areas, the percentage covered grew from 5.9% 
in 2012 to 10.3% in 2016. The declines in private 
purchase insurance coverage between 2014 and 2016 
in urban and suburban areas could reflect increases in 
premiums during this period; however, premiums were 
generally higher in rural areas and small towns, where 
coverage increased. The change in coverage in rural 
areas and small towns could be a result of the concurrent 
decline in ESI coverage that occurred in these areas 

between 2014 and 2016, although urban areas also 
experienced a significant decline in ESI coverage, but not 
an increase in private purchase coverage. 

Before the Medi-Connect program was implemented, 
urban areas experienced different patterns of health 
insurance coverage than less populated areas of the state 
(Exhibit 1.10). Urban Californians were less likely to 
be enrolled in a Medicare Advantage or supplemental 
plan (57.4% vs. 63.4% or more in other areas) or to 
have ESI coverage in addition to Medicare coverage 
(8.3% vs. 11.3% or more in other areas), and more likely 
to have Medicare and Medi-Cal coverage (23.3% vs. 
14.1% or less in other areas). The increased enrollment 
in Medicare and Medi-Cal and the decline in enrollment 
in Medicare Advantage or supplemental plans occurred 
throughout the state. The one exception was in 
suburban areas, where there was no change in coverage 
between 2012 and 2016. 

Exhibit 1.10 
Health Insurance Coverage Type by Urban-Rural Status, Ages 65 and Over, California, 2012-2016 

Medicare (Ages 65+) 

Other Insured†
And Medi-Cal And ESI Advantage or 

Supplemental 

(Any Other) 

Urban 

2012 
23.3% 
481,000 

8.3% 
172,000 

57.4% 
1,184,000 

5.9% 
121,000 

4.1% 
85,000 

2014 
24.0% 
558,000 

9.5% 
221,000 

54.5% 
1,269,000 

5.6% 
131,000 

5.3% 
123,000 

2016 
30.1% 
750,000 

10.7% 
266,000 

46.5% 
1,159,000 

4.5% 
113,000 

7.7% 
191,000 

Second City 

2012 
11.7% 
100,000 

13.1% 
112,000 

63.4% 
543,000 

6.7% 
57,000 

4.3% 
37,000 

2014 
12.5% 
117,000 

14.9% 
141,000 

59.2% 
558,000 

7.8% 
74,000 

5.1% 
48,000 

2016 
19.6% 
212,000 

14.6% 
158,000 

51.4% 
557,000 

7.3% 
80,000 

5.9% 
64,000 

Suburban 

2012 
14.1% 
131,000 

11.3% 
105,000 

65.6% 
609,000 

6.6% 
61,000 

*** 
*** 

2014 
11.7% 
108,000 

9.6% 
88,000 

69.9% 
645,000 

*** 
46,000 

3.8% 
35,000 

2016 
12.0% 
118,000 

14.3% 
141,000 

64.9% 
639,000 

*** 
38,000 

*** 
*** 

Rural/Town 

2012 
9.7% 
54,000 

16.0% 
89,000 

63.4% 
353,000 

8.8% 
49,000 

*** 
*** 

2014 
13.2% 
85,000 

15.4% 
99,000 

61.8% 
397,000 

7.3% 
47,000 

2.1% 
14,000 

2016 
15.5% 
107,000 

16.3% 
113,000 

52.0% 
360,000 

9.3% 
65,000 

5.3% 
37,000 

† Includes those enrolled in Medi-Cal or ESI only, private purchase, or other Sources: 2012, 2014 and 2016 California Health Interview Surveys 
public insurance coverage Note: Categories with too many unstable estimates have been excluded, 

*** Unstable estimate (coefficient of variation > 0.3) including the uninsured. 
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Citizenship Status 

California has historically experienced a higher 
uninsured rate than other states due to its large 
population of noncitizens, who lack access to many 
public health programs. Because of this lack of access, 
uninsured rates are strongly related to citizenship 
status (Exhibit 1.11). In 2012, while only 11.1% 
of U.S.-born citizens were uninsured, 20.3% of 
naturalized citizens, 31.1% of noncitizens with a 
green card (permanent residents), and 47.2% of 
noncitizens without a green card were uninsured. This 
final category includes immigrants with authorized 
status, as well as those whose presence in the U.S. is 
unauthorized by the federal government. 

After implementation of the ACA’s coverage expansion, 
the uninsured rate decreased significantly between 
2012 and 2016 among U.S. citizens and permanent 
residents, and the gap in coverage between U.S.-born 
and naturalized citizens narrowed substantially. By 

Exhibit 1.11 

2016, the uninsured rate among U.S.-born citizens 
was reduced to 5.6%, while the uninsured rate 
among naturalized citizens was reduced to 7.4%. 
The uninsured rate among permanent residents 
dropped to 11.1%, a significant improvement but 
still a significantly higher rate than that of U.S.-born 
citizens. The ACA restricted its benefits to citizens 
and lawful permanent residents of the U.S., excluding 
unauthorized residents from enrolling in Medi-Cal or 
purchasing health insurance coverage through Covered 
California.5 For this reason, although uninsured rates 
decreased significantly among all other citizenship 
groups between 2012 and 2014, uninsured rates did 
not change among noncitizens who did not have a 
green card, leading to a growing coverage gap. To 
begin to address this, the state of California expanded 

5 Limited-scope, emergency Medi-Cal is still available to all regardless of 
citizenship status, as is prenatal care for pregnant women. This analysis 
excludes these types of coverage, since they are not comprehensive 
medical insurance. 

Health Insurance Coverage Type by Citizenship Status, Ages 0-64, California, 2012-2016 

U.S.-Born Citizen 

Naturalized Citizen 

Noncitizen With 

Green Card 

2012 

Uninsured Medi-Cal/ 

Healthy Families 

Employment-

Based Insurance 

Privately Purchased 

Coverage 

Other Public 

Coverage† 

11.1% 
2,614,000 

23.6% 
5,541,000 

56.5% 
13,277,000 

6.1% 
1,433,000 

2.6% 
616,000 

2014 
9.2% 

2,162,000 
26.7% 

6,244,000 
55.9% 

13,096,000 
6.5% 

1,533,000 
1.6% 

385,000 

2016 

2012 

5.6% 
1,355,000 

34.1% 
8,210,000 

51.0% 
12,273,000 

6.9% 
1,673,000 

2.3% 
563,000 

20.3% 
868,000 

12.6% 
539,000 

56.2% 
2,405,000 

6.8% 
293,000 

4.0% 
172,000 

2014 
12.9% 
546,000 

21.4% 
908,000 

55.1% 
2,334,000 

9.5% 
403,000 

*** 
46,000 

2016 

2012 

7.4% 
310,000 

28.8% 
1,207,000 

54.5% 
2,287,000 

7.8% 
327,000 

*** 
63,000 

31.1% 
804,000 

23.4% 
605,000 

36.7% 
948,000 

4.2% 
109,000 

4.7% 
122,000 

2014 
24.6% 
743,000 

31.6% 
956,000 

32.0% 
968,000 

11.5% 
349,000 

*** 
8,000 

2016 

2012 

11.1% 
278,000 

39.0% 
973,000 

40.0% 
996,000 

*** 
234,000 

*** 
12,000 

47.2% 
1,029,000 

24.9% 
543,000 

21.1% 
461,000 

*** 
73,000 

*** 
76,000 

2014 
48.8% 

1,008,000 
27.0% 
558,000 

15.6% 
322,000 

5.5% 
113,000 

*** 
66,000 

2016 
36.8% 
869,000 

41.8% 
988,000 

18.4% 
435,000 

*** 
37,000 

*** 
33,000 

Noncitizen Without 

Green Card 

† Includes Californians ages 18-64 who are enrolled in Medicare Sources: 2012, 2014, and 2016 California Health Interview Surveys 

*** Unstable estimate (coefficient of variation > 0.3) Note: “Privately Purchased” includes Covered California insurance, both with 
and without subsidies. 
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Medi-Cal coverage to unauthorized children in 2016, 
which subsequently led to a significant decline in the 
uninsured rate among noncitizens without a green 
card. However, in 2016 the uninsured rate for this 
group remained at 36.8%, more than at least three 
times higher than the uninsured rate of any other 
citizenship group. 

Here, too, gains in health insurance coverage for all 
groups were driven by increases in Medi-Cal coverage. 
The percentage of Californians covered through Medi-
Cal increased from 23.6% to 34.1% among U.S.-born 
citizens, from 12.6% to 28.8% among naturalized 
citizens, from 23.4% to 39.0% among noncitizens 
with a green card, and from 24.9% to 41.8% among 

Noncitizens without a green card may have been eligible for Medi-Cal 
through other legal categorical eligibility requirements, including 
having a visa or refugee status. It is possible that the coverage rates 
among this group increased due to a spillover from other family 
members enrolling and then learning about options for noncitizen 
family members, but this speculation needs more investigation that 
cannot be addressed with CHIS data. 

noncitizens without a green card.6 These gains in 
Medi-Cal coverage were partially offset by a decrease 
in ESI coverage from 56.5% to 51.0% among U.S.-
born citizens. Although the percentage of naturalized 
citizens and permanent residents covered through 
private purchase insurance increased significantly 
between 2012 and 2014, coverage through this type 
of insurance subsequently declined, leaving 2016 
rates not significantly different from 2012. 

The type of health insurance coverage older 
Californians have is related to citizenship status 
(Exhibit 1.12). This is due both to eligibility 
requirements and to the relative affluence of older 
U.S.-born citizens compared to naturalized citizens 

Exhibit 1.12 
Health Insurance Coverage Type by Citizenship Status, Ages 65 and Over, California, 2012-2016 

Medicare (Ages 65+) 

Other Insured† 
And Medi-Cal And ESI 

Advantage or 

Supplemental 
(Any Other) 

U.S.-Born Citizen 

2012 
10.9% 
357,000 

12.2% 
399,000 

67.1% 
2,188,000 

6.1% 
200,000 

3.3% 
109,000 

2014 
10.4% 
356,000 

13.5% 
463,000 

66.2% 
2,278,000 

5.7% 
195,000 

4.3% 
147,000 

2016 
14.5% 
544,000 

15.5% 
583,000 

59.2% 
2,230,000 

5.3% 
200,000 

5.4% 
202,000 

Naturalized 

Citizen 

2012 
34.1% 
319,000 

7.2% 
67,000 

47.4% 
442,000 

7.9% 
73,000 

3.3% 
31,000 

2014 
36.8% 
449,000 

6.7% 
82,000 

44.3% 
541,000 

*** 
78,000 

4.2% 
52,000 

2016 
44.3% 
523,000 

7.7% 
91,000 

36.1% 
427,000 

*** 
81,000 

4.5% 
53,000 

Noncitizen (In-

cludes Permanent 

Residents) 

2012 
43.7% 
92,000 

*** 
12,000 

28.1% 
59,000 

*** 
15,000 

3.3% 
14,000 

2014 
36.8% 
63,000 

*** 
4,000 

29.0% 
49,000 

*** 
25,000 

11.9% 
20,000 

2016 
39.5% 
120,000 

*** 
4,000 

*** 
59,000 

*** 
15,000 

27.4% 
83,000 

† Includes those enrolled in Medi-Cal or ESI only, private purchase, or other 
public insurance coverage 

*** Unstable estimate (coefficient of variation > 0.3) 

Sources: 2012, 2014 and 2016 California Health Interview Surveys 
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and noncitizens. Due to the small number of 
respondents over age 65 who are noncitizens and 
not permanent residents, the two noncitizen groups 
were combined for this age group. In 2012, U.S.-
born citizens were more likely to be enrolled in a 
Medicare Advantage or supplemental plan (67.1%) 
than naturalized citizens (47.4%) or noncitizens 
(28.1%). They were also more likely to have both 
Medicare and ESI coverage (12.2%) than naturalized 
citizens (7.2%). However, U.S.-born citizens were less 
likely to be covered through Medicare and Medi-Cal 
(10.9%) than either naturalized citizens (34.1%) or 
noncitizens (43.7%). The high Medicaid enrollment 
occurred despite the fact that this category contains 
both permanent residents and nonpermanent residents, 
with only permanent residents eligible for Medicaid. 

Naturalized citizens experienced the largest increase 
in dual Medicare and Medi-Cal coverage and, 
subsequently, the largest decrease in coverage through 

Medicare Advantage. By 2016, the percentage of 
naturalized citizens enrolled in a Medicare Advantage 
or supplemental plan had decreased by 11.3 
percentage points, to 36.1%, while the percentage 
enrolled in Medicare and Medicaid had increased by 
10.2 percentage points, to 44.3%. U.S.-born citizens 
experienced a smaller decline in enrollment in 
Medicare Advantage and supplemental plans 
(7.9 percentage points) and a smaller increase in 
Medi-Cal enrollment (3.5 percentage points). 
U.S.-born citizens were the only group that 
experienced a significant increase in joint coverage 
through Medicare and an employer (3.3 percentage 
points). In contrast to citizens, noncitizens became 
less likely to be enrolled in Medicare over time, 
although this change was not statistically significant. 
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Many of the major provisions of the Affordable Care 
Act (ACA) that affected individually purchased 
coverage and Medi-Cal were implemented in 2014. 
By 2015-2016, employment-based coverage remained 
the most common source of health insurance for 
nonelderly adult Californians. In 2015-2016, 50.4% 
of Californians between the ages of 19 and 64 (or 11.8 
million people) had employment-based coverage.7 

Eighty percent (9.5 million people) of the 11.8 million 
nonelderly adult Californians with employment-
based coverage received their coverage from their own 
employer, and the remaining 20% (2.3 million people) 
received their coverage through a family member. 

7 Some Californians have multiple sources of health coverage. This chapter 
uses the following hierarchy to determine a mutually exclusive source of 
health insurance: Medi-Cal, employment-based coverage, individually 
purchased coverage, other public insurance, and, finally, being uninsured. 

The prevalence of employment-based coverage varies 
significantly depending on individuals’ employment 
situation, region, and demographics. 

Nearly 2 million nonelderly adult Californians (8.1%) 
purchased coverage in the individual market in 2015-
2016. In 2014, the ACA brought a number of reforms 
to the individual market, introducing premium and 
out-of-pocket subsidies for low- to moderate-income 
Californians, banning denial of insurance or the setting 
of premiums based on preexisting health conditions, 
and limiting how much more insurers could charge 
older enrollees relative to younger enrollees. 
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Full-Time Workers More Likely to 
Have Employment-Based Coverage 
Than Part-Time Workers, the Self-
Employed, and the Unemployed 
In 2015-2016, 11.5% of all working-age Californians 
(19-64) were uninsured. Half (50.4%) of all working-
age Californians were covered through an employment-
based plan, but the insurance coverage varied greatly by 
work status (Exhibit 2.1). Full-time workers were the 
most likely to receive coverage through an employer 
(63.3 percent) and the least likely to be uninsured 
(10.4%) or enrolled in Medi-Cal (18.1%). By contrast, 
approximately one in three self-employed and part-time 
workers received employment-based coverage (33% for 

Exhibit 2.1 
Source of Coverage by Work Status, California, Ages 19-64 

100% 1.3% 1.6% 1.4% 

90% 

80% 

70% 

60% 

50% 

40% 

30% 

20% 

10% 

0% 

14.5% 

34.4% 

11.7% 

37.7% 

10.4% 

18.1% 

6.7% 

63.3% 

11.9% 

45.2% 

4.6% 

8.5% 

29.8% 

18.1% 

26.3% 

21.1% 

33.0% 

Full-time Self-employed Part-time Unemployed/ 
Not in labor force 

self-employed Californians and 37.7% for part-time 
workers), and a similar share of workers in each group 
were uninsured (18.1% for self-employed Californians 
and 14.5% for part-time workers). The largest 
difference between the self-employed and part-time 
workers was in individually purchased and Medi-Cal 
coverage. Self-employed Californians were much more 
likely to be covered through individually purchased 
plans (21.1% compared to 11.7% for part-time 
workers), and part-time workers were more likely to 
have Medi-Cal coverage (34.4%, compared to 26.3% 
for the self-employed). 

Other Public 

Individually Purchased 

Employment-Based 

Medi-Cal 

Uninsured 

Sources: 2015-2016 combined California Health Interview Survey 

Note: Self-employed Californians are also included in the data for full-time 
and part-time workers. 
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Exhibit 2.2 
Employment-Based Coverage Rates by County, Ages 19-64, California, 2015-2016 
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55%+ 

Source: 2015-2016 combined California Health Interview Survey 

Employment-Based Coverage Was 
More Common in the Bay Area, Less 
Common In the Central Valley and 
Northern California 
The prevalence of employment-based coverage varied 
greatly across California (Exhibit 2.2). While the overall 
employment-based coverage rate for working-age adult 
Californians was 50.4%, different areas of the state 
showed much higher and lower levels of employment-
based coverage. The Greater Bay Area had the highest 
levels of employment-based coverage, with every county 
except for Sonoma showing coverage rates above 55%. 

Napa County had the highest share of adults covered 
through an employment-based plan (71%). 

Employment-based coverage was less common in 
the Central Valley, in Northern California, and in 
San Bernardino and Imperial counties. In these 
regions, less than 45% of adults had employment-
based coverage. Mendocino County had the lowest 
rate of employment-based coverage (30%). In Los 
Angeles County, the largest county by population, 
less than half of the working-age residents (45%) had 
employment-based coverage. 
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Employment-Based Coverage 
Was Rarer Among Members of 
Vulnerable Communities 
Having employment-based coverage was correlated 
with many demographic characteristics and was rarer 
for more vulnerable groups (Exhibit 2.3). White and 

Exhibit 2.3 

Asian nonelderly adult Californians had the highest 
rates of employment-based coverage (nearly 62% for 
both groups). Less than half of Latino (36.5%), black 
(42.9%), and multiracial Californians, as well as 
Californians from other racial/ethnic groups (44.9%), 
had employment-based coverage. 

Employment-Based Coverage Rates by Demographic Group, Ages 19-64, California, 2015-2016 
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Education was another strong predictor of 
employment-based coverage. Only 22.4% of 
adult Californians without a high school diploma 
had employment-based coverage, and fewer than 
half (40.6%) of Californians with only a high 
school diploma had employment-based coverage. 
Employment-based coverage rates were higher for 
those with at least some college experience. Among 
Californians with some college experience, 49.5% 
had employment-based coverage, and 69.3% of 
Californians with a college or advanced degree were 
covered through an employment-based plan. 

Employment-based coverage was also highly associated 
with income. Only 12.8% of nonelderly adult 
Californians in families with income below 139% of 
the federal poverty level (FPL) had employment-based 
coverage,8 but 79.1% of Californians with a family 
income at or above 400% FPL were covered through an 
employment-based plan. 

8 The low rate of employment-based coverage below 139% FPL may 
be partially due to the method for determining a mutually exclusive 
coverage type. Individuals may report having had both employment-
based coverage and Medi-Cal coverage during the past year. Since 
Medi-Cal coverage is higher in the mutually exclusive coverage 
hierarchy used in this chapter, those individuals would only be counted 
as receiving coverage through Medi-Cal. This would be most common 
for adults with incomes at or below 138% FPL because of the ACA’s 
Medicaid expansion. 

Age and family structure were also correlated 
with employment-based coverage. Just 42.6% of 
Californians between ages 19 and 25 were covered 
through an employment-based plan, compared to 
54.2% of those ages 55 to 64. Adults in married 
families were more likely than unmarried nonelderly 
adults to have employment-based coverage. 

While employment-based coverage was associated 
with several demographic characteristics, the share of 
those enrolled in employment-based plans who had 
their own plan was fairly constant across demographic 
groups. Overall, 80% of nonelderly adults covered by 
employment-based insurance had their own plan, a 
figure that was steady across most demographic groups 
except those for age and family structure (data not 
shown). Younger adults were less likely to have their 
own employment-based coverage, with only 68% of 
those ages 19 to 25 holding their own employment-
based plans. Adults in married couples were also 
slightly less likely to have their own coverage, 
presumably because they could receive coverage 
through their spouse. 

Workers in Larger Firms Were More 
Likely to Be Ofered and to Take Up 
Employment-Based Coverage 
In 2015-2016, 57% of working, nonelderly adult 
Californians were enrolled in employment-based coverage 
sponsored by their own employer. However, there was 
a substantial difference between the coverage rate for 
workers in firms with fewer than 50 employees (35.4%) 
and firms with 50 or more employees (67.5%). The 
difference between coverage rates in small and larger 
firms is not new, but it remains important because the 
ACA requires that firms with 50 or more workers offer 
affordable coverage or pay a fine. 
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Exhibit 2.4 
Ofer, Eligibility, and Coverage by Firm Size, Working Adults Ages 19-64, California, 2015-2016 
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91.7% 

59.0% 

80.7% 
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84.5% 

88.3% 
82.1% 

71.0% 

79.5% 

67.5% 

35.4% 

56.6% 

Ofer Eligibility 

<=50 employees 

Sources: 2015 and 2016 California Health Interview Surveys 

To understand this difference in employment-based 
coverage, it is helpful to break that coverage rate into 
three constituent parts: the offer rate, eligibility rate, 
and takeup rate (Exhibit 2.4). The offer rate measures 
the share of workers in firms that offered employment-
based coverage to any of the firm’s employees. Overall, 
80.7 percent of California workers were employed in 
firms that offered employment-based coverage. Again, 
however, there was a large difference between small and 
larger firms. In firms with 50 or more employees, 91.7% 
of workers reported that their employer offered coverage, 
but only 59% of workers in small firms reported being 
offered coverage by their employers. 

The eligibility rate measures the share of workers 
in offering firms who were eligible to take up their 
employer’s coverage offer. Not all workers in offering 

Take-up Coverage 

> 50 employees All frms 

firms were eligible to take up the coverage offer, as the 
firm may not have offered coverage to part-time workers 
or may have had restrictions (e.g., waiting periods) for 
new employees. Overall, 88.3% of workers in offering 
firms were eligible to take up the offer, with limited 
differences in eligibility rates by firm size. 

The take-up rate measures the share of eligible workers 
who actually enrolled in their employer’s coverage. Across 
California, 80% of eligible workers chose to enroll in 
their employer’s coverage. There was a small difference 
in take-up rates between small and larger firms. Among 
eligible workers in firms with 50 or more employees, 
82.1% enrolled in coverage, while only 71% of eligible 
workers in small firms enrolled. The lower coverage rate 
for small firms reflected the considerably lower offer and 
take-up rates at these firms. 
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Exhibit 2.5 
Employment-Based Coverage Rates by Industry, Working Adults Ages 19-64, California, 2015-2016 

Agriculture, Forestry, Fishing, 
Hunting, and Mining 

Arts, Entertainment, Recreation, 
Accommodation, and Food Services 

Construction 

Other Services 
(Except Public Administration) 

Transportation, Warehousing, and Utilities 

Retail Trade 

Professional, Scientifc, Management, 
Administrative, and Waste Management 

All Industries 

Manufacturing 

Wholesale Trade 

57.0% 

51.3% 

53.0% 

42.5% 

43.3% 

31.3% 

37.8% 

57.1% 

58.0% 

60.1% 

Finance and Insurance, Real Estate, 
Rental, and Leasing 62.6% 

64.5%Information 

Educational Services, Health Care, 
and Social Assistance 70.4% 

Public Administration 

Sources: 2015 and 2016 California Health Interview Surveys 

Uninsurance Was High and 
Employment-Based Coverage  
Low in Low-Wage Industries  
and Occupations 
Among all working nonelderly adults in California, 
57.1% were insured through employment-based 
coverage (Exhibit 2.5). There was a wide range 
across industries in the share of workers covered 
by employment-based insurance.9 Industries that 

9 “Industry” refers to the type of work the firm conducts. 

81.2% 

traditionally have had a higher fraction of low-wage 
workers also tended to have lower levels of employment-
based coverage. For example, 31.3% of workers in 
the agriculture, forestry, fishing, hunting, and mining 
industry and 37.8% of workers in arts, entertainment, 
recreation, accommodation, and food services were 
covered by an employment-based plan. Other industries 
had large portions of their workforce covered by 
employment-based insurance: 70.4% of workers in 
educational services, health care, and social assistance 
and 81.2% of workers in public administration had 
employment-based coverage. 
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Exhibit 2.6 
Source of Coverage by Industry, Working Adults Ages 19-64, California, 2015-2016 
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58.0% 

43.3% 
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23.6% 38.5% 31.3% 5.7% 

20.3% 30.1% 37.8% 
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16.0% 30.3% 
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11.4% 22.2% 7.9% 

13.2% 20.3% 7.4% 

11.9% 19.4% 7.0% 

6.3% 16.7% 13.5% 

9.4% 13.4% 10.4% 

4.0% 16.7% 7.2% 

8.6% 

51.3% 

53.0% 

57.0% 

57.1% 

6.1% 

81.2%3.1% 10.3% 3.7% 

Uninsured Medi-Cal Employment-Based Privately Purchased 

Sources: 2015 and 2016 California Health Interview Surveys 

Uninsurance rates and Medi-Cal enrollment were highest 
in the industries where employment-based coverage was 
least common (Exhibit 2.6). Compared to the 11% rate 
of uninsurance across all industries, 23.6% of agriculture, 
forestry, fishing, hunting, and mining workers were 
uninsured, along with 23.9% of workers in construction. 
Medi-Cal enrollment was also elevated in these 
industries, with 38.5% of agriculture, forestry, fishing, 
hunting, and mining workers and 30% of workers in 
arts, entertainment, recreation, accommodation, and food 
services enrolled in Medi-Cal, compared to 22.2% of all 
working-age Californians. 

Workers in industries with high levels of employment-
based coverage had the lowest rates of uninsurance. 
Only 4% of educational services, health care, and social 
assistance workers and 3.1% of public administration 
workers were uninsured. 

In addition to industry, it is also important to look at 
coverage trends by occupation.10 Many industries have 
a mix of low- and high-wage occupations even if the 
industry itself predominantly employs lower- or higher-
paid employees. For example, the food services industry 
employs a number of low-wage workers in occupations 

10 “Occupation” refers to the type of work the employee performs. 
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like food preparation or serving, but it also has a portion 
of higher-paid workers in managerial and executive 
occupations. 

There was also a wide range of levels of employment-
based coverage across occupations, as well as of 
coverage rates associated with the income levels of 
the occupational groups. Employment-based coverage 

Exhibit 2.7 

was lower in traditionally low-wage occupations 
(Exhibit 2.7). Only 20.7% of workers in farming, 
fishing, and forestry occupations and 37.5% of 
workers in service occupations had employment-based 
coverage. The uninsured rate was also high in these 
occupations, reaching 25% in farming, fishing, and 
forestry occupations and 19% in service occupations 
(not shown). 

Employment-Based Coverage Rates by Occupation, Working Adults Ages 19-64, California, 2015-2016 
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74.8% 

62.5% 

68.8% 

Management, Business, and Financial 

76.7%Health Care Practitioners and Technical 

Computer, Engineering, and Science 83.4% 

Sources: 2015 and 2016 California Health Interview Surveys 
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Exhibit 2.8 
Source of Coverage by Occupation, Working Adults Ages 19-64, California, 2015-2016 
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Ofce and Administrative Support 
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Arts, and Media 

Management, Business, and Financial 

Health Care Practitioners and Technical 

Computer, Engineering, and Science 

Uninsured 

Sources: 2015 and 2016 California Health Interview Surveys 

Higher-wage occupations have much higher levels 
of employment-based coverage (Exhibit 2.8). 
Among health care practitioners and workers in 
technical occupations, 76.7% were covered through 
employment-based plans, as were 83.4% of workers 

83.4% 

76.7% 

74.8% 

68.8% 

62.5% 

42.0% 

7.1% 

25.4% 48.6% 20.7% 5.0% 

18.5% 35.4% 37.5% 

23.3% 29.1% 40.2% 6.6% 

16.3% 32.2% 

19.0% 27.9% 7.5% 

12.1% 25.3% 

17.9% 19.3% 8.1% 

11.5% 22.3% 7.9% 

7.0% 21.7% 7.4% 

6.3% 14.0% 9.6% 

4.7% 11.9% 7.8% 

3.3% 10.0% 7.2% 

2.5% 5.8% 7.7% 

7.5% 

44.7% 

51.1% 

52.0% 

57.0% 

9.9% 

Medi-Cal Employment-Based Privately Purchased 

in computer, engineering, and science fields. The 
uninsured rate was also very low among workers 
in these occupations, at just 3.3% for health care 
practitioners and technical workers and for those in 
computer, engineering, and science occupations. 
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Individual Market 
The ACA included many reforms that changed 
the nature of the individual market for privately 
purchased insurance. The law established subsidies 
that reduced both premium and out-of-pocket 
spending for low- and moderate-income consumers. It 
also prevented insurers from denying coverage due to 
preexisting health conditions or excluding treatment 
of those conditions from coverage. Insurers were 
also no longer allowed to set premiums based on the 
health of enrollees, and they faced caps on how much 
higher they could set premiums for older consumers 
relative to younger consumers. 

In 2015-2016, two years after the implementation 
of the ACA’s individual market reforms, 8% (1.9 
million people) of nonelderly adult Californians 
(ages 19-64) purchased coverage in the individual 
market, including those who purchased insurance 
with subsidies through Covered California. The 
demographic composition of the individual market 

Exhibit 2.9 

differed from the overall nonelderly adult California 
population, although the extent of those differences 
varied among the different demographic categories. 

The individual market had a larger share of 
individuals ages 55-64 (28.9%) and a smaller 
portion of middle-aged (35-54) adults (35.7%) than 
the overall nonelderly adult California population 
(Exhibit 2.9). The share of young adults (ages 19-34) 
in the individual market (35.3%) was similar to their 
share among the overall population (37.5%). 

White enrollees made up a larger share of the 
individual market (53.4%) than of the overall 
nonelderly adult population (38%; Exhibit 2.10). 
Latino adults were underrepresented in the individual 
market at 23.4%, compared to 38.5% of the adult 
population.11 

11 The difference in the black share of the individual market and the 
overall nonelderly adult population is not statistically significant. 

Individually Purchased Coverage by Age, Ages 19-64, California, 2015-2016 

Individually Purchased Ages 19-25 
18.0% 
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28.9% 

Ages 19-25 Ages 26-34 Ages 35-44 
15.6% 21.9% 20.6% 

All Nonelderly Adult Californians Ages 45-54 Ages 55-64 
(19-64) 21.8% 20.2% 

Sources: 2015 and 2016 California Health Interview Surveys 

Exhibit 2.10 
Individually Purchased Coverage by Race and Ethnicity, Ages 19-64, California, 2015-2016 
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Other 
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Sources: 2015 and 2016 California Health Interview Surveys 
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Exhibit 2.11 
Individually Purchased Coverage by Household Income as a Percentage of the Federal Poverty Level (FPL), 
Ages 19-64, California, 2015-2016 

0-138% 139%-249% 250%-399% 400%+ 
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Individually Purchased 

All Nonelderly Adult Californians 
(19-64) 

0-138% 139%-249% 250%-399% 400%+ 
27.2% 17.2% 16.3% 39.3% 

Sources: 2015 and 2016 California Health Interview Surveys 

Exhibit 2.12 
Individually Purchased Coverage by Health Status, Ages 19-64, California, 2015-2016 
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Sources: 2015 and 2016 California Health Interview Surveys 

The enrollees in the individual market had higher 
incomes than the overall nonelderly adult population 
(Exhibit 2.11). This was to be expected, given the 
structure of the ACA, which expanded Medicaid 
eligibility to all nonelderly citizens and qualified 
immigrant adults with incomes at or below 138% 
FPL and did not provide individual market subsidies 
to those eligible for Medicaid. 

Individual market enrollees self-reported better 
health than the overall population (Exhibit 2.12). 
Fifty-nine percent of individual market enrollees 
reported excellent or very good health, compared to 
49% of the overall population. This is important, 
because premiums in the individual market are 
set based on the overall health of all enrollees, so 
more enrollees with better health translates into 
lower premiums for all enrollees, regardless of an 
individual’s health status. 
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Discussion 
While the ACA expanded eligibility for Medicaid 
and instituted reforms in the individual market, 
employment-based coverage remained the most 
common source of coverage for nonelderly adults 
in California in 2015-2016, with just over half 
receiving coverage from an employer. Disparities in 
access to employer-based coverage also continued 
after implementation of the ACA. Part-time and 
unemployed workers, as well as the self-employed, 
were less likely to have employment-based coverage 
and more likely to be uninsured. Additionally, 
employment-based coverage was less common among 
workers in low-wage industries and occupations. 
These workers were more likely to rely on Medi-Cal 
or to be uninsured. Employment-based coverage was 

also associated with many demographic categories, 
such as race/ethnicity, citizenship and immigration 
status, and income. In each of these cases, Californians 
in more vulnerable groups were less likely to have 
employment-based coverage. Employment-based 
coverage was also low in the central and northern 
areas of the state compared to the coastal regions. 

Following the 2014 implementation of the ACA’s 
individual market reforms, 8% of nonelderly adult 
Californians individually purchased their coverage 
in 2015-2016. In comparison with the overall 
nonelderly adult population, the individual market 
enrollees had higher incomes and were somewhat 
older, whiter, and more likely to report better health. 
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Medicare and Medicaid are the two major public 
health insurance programs in the United States, and 
as of 2016 in California, they insured more than 
4 in 10 Californians (42.6%; see chapter 1). Both 
programs have recently been the subject of intense 
public attention, with the nation debating the best 
method to increase health insurance coverage over the 
past decade. The Patient Protection and Affordable 
Care Act of 2010 (ACA) gave California the ability 
to open up enrollment in Medi-Cal (the state’s 
Medicaid program) to any legal permanent resident 
with household income at or below 138% of the 
federal poverty level (FPL)12 as of January 1, 2014. 
This provision effectively eliminated the requirement 
that nonelderly adults (ages 19-64) have children in 
order to enroll in Medi-Cal. Children ages 18 and 
under maintained their higher income eligibility 
levels for Medi-Cal enrollment that were already in 
place. Adults ages 65 and over increased their income 
eligibility to enroll in both Medi-Cal and Medicare 
for low-income seniors, from the prior level of 88% 
FPL to 138% FPL. 

For Medicare, the basic structure of medical coverage 
has remained essentially the same since the addition 
of prescription drug coverage in 2006. Enrollees can 
stick with their basic Medicare coverage, but the 
overwhelming majority add on to their Medicare by: 
1) purchasing a supplement plan, 2) enrolling in a 
managed care Medicare Advantage plan, 3) keeping 
some job-based insurance through retirement, or 4) 
enrolling, if income eligible, in Medicaid (they are 
then referred to as “dual eligibles”). 

12 In 2016, 138% of the federal poverty level was $16,394 for a one-
person household, $22,108 for a two-person household, $27,821 for a 
three-person household, etc. 

This chapter will explore the changing demographics 
of Medi-Cal following the ACA expansion, as well as 
the different demographics among the different types 
of Medicare plans. Who is currently enrolled in these 
public plans? For some, “Medicare for all” has become 
a rallying cry. But how do the current Medicare plans 
compare to Medi-Cal (for nonelderly adults) in terms 
of satisfaction with health care? 

Changing Demographics of Public  
Program Enrollment 
If the ACA worked to expand public health 
insurance, we would expect to see differences among 
increases in Medi-Cal coverage by age group, since 
the expansion provisions targeted childless adults 
ages 19-64. Prior to the ACA, these adults had no 
eligibility for Medi-Cal. Adults 65 and older also 
expanded their coverage eligibility for Medi-Cal and 
could be expected to increase their enrollment as well. 
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Age Group 

For three age groups, enrollment in Medi-Cal 
increased slightly from 2012 to 2014 (the first year of 
the expansion) and jumped higher from 2014 to 2016 
(Exhibit 3.1), after the Medi-Cal expansion was 
fully implemented. Among people ages 19-25, who 
historically had the highest rates of being uninsured 
prior to the ACA,13 enrollment in Medi-Cal rose 
from 15.5% in 2012 to 18.3% in 2014, then rose 
sharply to 30.8% in 2016. Among adults ages 40-
64, enrollment in Medi-Cal increased even more 
dramatically, from 10.8% in 2012 to 25.1% in 2016. 
Medi-Cal coverage for those ages 65 and over also 
increased, from 17.1% in 2012 to 24.1% in 2016, 

13 Charles SA, Jacobs K, Roby DH, Pourat N, Snyder S, and Kominski 
G. 2014. The State of Health Insurance in California: Findings from the 
2011/2012 California Health Interview Survey. Los Angeles, Calif.: 
UCLA Center for Health Policy Research. Access at: http://healthpolicy. 
ucla.edu/publications/search/pages/detail.aspx?PubID=1352. 

Exhibit 3.1 

including those who also had Medicare coverage 
(Exhibit 3.1). 

In contrast, children ages 12-18 and adults ages 26-
39 had increases in the percentages with Medi-Cal 
coverage from 2012 to 2014, but the percentages 
remained steady to 2016. This may indicate that 
parents and their teenage children, who gained income 
eligibility from 100% to 138% FPL, were proactive 
about enrolling in coverage as soon as possible and 
were assisted by the extensive enrollment outreach 
efforts by Covered California. For children ages 0-11, 
who had the highest income eligibility allowed even 
prior to the ACA’s enactment, coverage remained 
steady, from 45.4% in 2012 to 48.4% in 2016 
(Exhibit 3.1). In other words, nearly half of all children 
ages 11 and under in California continue to have health 
insurance coverage through Medi-Cal. 

Rates of Enrollment in Medi-Cal by Age Group, All Ages, California, 2012-2016 
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group and will not add to 100%. Ages 0-18 includes enrollment in Surveys 
the SCHIP program (called Healthy Families), which was integrated 
into Medi-Cal in 2013. Ages 65+ includes dual enrollees in Medi-
Cal and Medicare. 
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Exhibit 3.2 
Rates of Enrollment in Medi-Cal by Racial/Ethnic Group, Ages 0-18, California, 2012-2016 
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enrollment in the SCHIP program (called Healthy Families) which 
was integrated into Medi-Cal in 2013. “Asian American” includes 
Native Hawaiians and Other Pacific Islanders. “Other Single or 
Multiple Race” includes American Indian and Alaskan Natives. 

Racial/Ethnic Group 

The gains in Medi-Cal coverage among teenagers and 
the maintenance of coverage among children were 
spread among all racial and ethnic groups, although 
the gains among Latino children — from 58.7% 
in 2012 to 61.4% in 2016 — were smaller than 
for other groups (Exhibit 3.2). Children who were 
identified by their parent or guardian as non-Latino 
white, African American, or other single or multiple 
race had the largest increases in Medi-Cal coverage 
(Exhibit 3.2). 
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Exhibit 3.3 
Rates of Enrollment in Medi-Cal by Racial/Ethnic Group, Ages 19-64, California, 2012-2016 
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ethnic group and will not add to 100%. “Asian American” includes Surveys 
Native Hawaiians and Other Pacific Islanders. “Other Single or 
Multiple Race” includes American Indian and Alaskan Natives. 

Among adults ages 19-64, however, the gains in 
Medi-Cal coverage followed the same pattern more 
equally among all racial/ethnic groups (Exhibit 
3.3). Adults who self-identify as African American 
reported the highest rate of Medi-Cal coverage by 
2016, at 43.8%, but they also had the highest rate 
in 2012, at 26.1%. Adults who self-identify as 
non-Latino white had the lowest rate of Medi-Cal 
coverage, at 7.0%, in 2012, and they experienced a 
similar jump in coverage to 18.5% in 2016. 
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Exhibit 3.4 
Medicare Enrollment by Racial/Ethnic Group, Ages 65+, California, 2015-2016 
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Notes: Numbers may not add to 100% due to rounding. “Asian American” 
includes Native Hawaiians and Other Pacific Islanders. “Other 
Single or Multiple Race” includes American Indian and Alaskan 
Natives. 

Examining the different types of Medicare among 
racial/ethnic groups shows that the patterns 
established among younger adults persist among 
adults 65 and older. Nearly two-thirds of non-
Latino white older adults have Medicare Advantage 
or Medicare plus a privately purchased supplement 
(essentially, augmented Medicare),14 compared to 
just over a third of older adults in other racial/ethnic 
groups (64.4% compared to a range of 36.1% to 
39.2%; Exhibit 3.4). 

14 Enrollment in Medicare Advantage or a private supplement plan 
is combined in a single question on CHIS and cannot be reported 
separately. 

Other Medicare 

Medicare + Medi-Cal 

Medicare + Job-Based 
Insurance 

Medicare Advantage 
or Supplemental 

Asian American Other Single or 
Multiple Race 

Sources: 2015 and 2016 California Health Interview Surveys 

In stark contrast, nearly half of older Latinos (49.2%) 
have Medicare plus Medi-Cal, compared to only 
11.5% of non-Latino white older Californians. Among 
older African American Californians, nearly one in 
five (18.3%) have Medicare plus a job-based coverage 
supplement — a rate similar to that among non-Latino 
white older adults — compared to only 8.0% of older 
Latino Californians. These coverage differences, even 
among a population that is nearly completely insured, 
illustrate how job-based coverage differences by racial/ 
ethnic group continue to affect coverage options 
throughout enrollees’ retirement years. 
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Citizenship Status 

Among children ages 0-18, rates of having Medi-
Cal differ by their own and their parents’ citizenship 
status. Coverage for U.S.-born children with U.S.-
born parents increased from 29.4% in 2012 to 
37.6% in 2016 (Exhibit 3.5). Most other groups 
saw their coverage rates in Medi-Cal remain steady, 
with the exception of citizen children whose parents 
are noncitizens without green cards. Their rates of 
coverage dropped from 88.2% in 2012 to 80.5% in 
2016 (Exhibit 3.5). 

Exhibit 3.5 
Rates of Enrollment in Medi-Cal by Family Citizenship Status, Ages 0-18, California, 2012-2016 
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Satisfaction With Health Care 
Among Public Coverage Enrollees 
Adults with Medicare, whether by itself or with 
a supplement, were less likely than nonelderly 
adults with Medi-Cal to report experiencing unfair 
treatment by health professionals due to their health 
insurance type (Exhibit 3.6). About one in five adults 
with Medi-Cal reported “often or sometimes” being 
treated unfairly, compared to less than 10% of adults 
with Medicare. Even the dual-eligible group with 
both types of coverage reported less unfair treatment 
than those with Medi-Cal only. 

Exhibit 3.6 
Percentage Who Felt They Were Treated Unfairly, by Medi-Cal or Medicare Enrollment, Ages 19-64 and 65+, 
California, 2015-2016 
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5.5% 

77.3% 

15.6% 

73.7% 

Often Treated Unfairly 
70% 

Sometimes Treated Unfairly 

60% Rarely Treated Unfairly 

Never Treated Unfairly 50% 

40% 

30% 

20% 

10% 

0% 
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*** = Percentage is too unstable to report due to coefficient of variation Sources: 2015 and 2016 California Health Interview Surveys 
above 30%. 

Note: Numbers may not add to 100% due to rounding. 
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Other health care disparities exist among enrollees 
with different types of public coverage as well. 
Nonelderly adults with Medi-Cal reported the highest 
rate of difficulty in finding a primary care doctor who 
would accept their insurance (10.5%), along with 
reporting the highest rate of perceiving that they 
would have received better health care if they were 
members of a different racial or ethnic group (9.1%; 
Exhibit 3.7). Among adults who reported that they 
had received unfair treatment from health professionals 
due to their health insurance type, 21.8% of those 
with Medi-Cal reported that the experience had been 
extremely stressful, a figure slightly higher than that 
for adults with any kind of Medicare. 

Exhibit 3.7 
Rates of Difculties in Getting Medical Care by Medi-Cal or Medicare Enrollment, Ages 19-64 and 65+,  
California, 2015-2016 
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Discussion 
The findings in this chapter examine the trends over 
time for public coverage in California, both for Medi-
Cal, which was greatly impacted by the ACA, and for 
Medicare, which was less impacted. Significantly, the 
one group with both public health plans (the dually 
eligible, with both Medicare and Medi-Cal) reported 
care much more consistent with that received by 
those in other Medicare groups, rather than by those 
with only Medi-Cal. 

These dual enrollees are in the Cal MediConnect Plan 
(Medicaid-Medicare Plan, or CMC), part of a national 
pilot demonstration program. The program was 
implemented in 2014 in eight California counties: 
Orange, Los Angeles, Riverside, San Bernardino, 
San Diego, Alameda, San Mateo, and Santa Clara. 
Cal MediConnect stemmed from the Coordinated 
Care Initiative (CCI), which is the legislation 
passed in California to improve the delivery of care 
systems among low-income seniors and persons 
with disabilities. The federal Medicare program and 
the state’s Medi-Cal program partnered for what 
was originally a three-year program, developed to 
create an all-inclusive health plan combing medical, 
prescriptions, dental, vision, transportation, and long-
term services and supports (LTSS).15 

15 http://calduals.org/wp-content/uploads/2016/10/IMC-Resource-Guide_0916. 
pdf 

This extensive slate of health care services does not 
extend to adults with Medi-Cal only, or — more 
broadly — to those with either private insurance 
or no medical coverage at all. But the health care 
coverage of dual eligibles in California under the Cal 
MediConnect Plan bears a marked resemblance to 
the coverage being discussed at the federal level as 
the “Medicare for All” plan spearheaded in Congress 
by Representative Pramila Jayapal in the House 
and Senator Bernie Sanders in the Senate. In 2017, 
Governor Jerry Brown extended the program until 
December 31, 2019. The Department of Health Care 
Services (DHCS) requested extension of the program. 
In April 2019, the Centers for Medicare and Medicaid 
Services (CMS) approved a three-year extension for 
CMC through December 31, 2022. 

The data in this chapter represent a baseline look 
at these enrollees, with an expanded examination 
of their access to care, compared both to those with 
private coverage and to the uninsured (see chapter 
4). These data can inform both state and federal 
conversations around moving to a program that 
covers everyone in a program similar to that for 
covering dual eligibles in California. 
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Health insurance is an important predictor of access 
to care because it reduces or removes financial barriers 
to receiving health services. In turn, getting needed 
health services is likely to promote better population 
health outcomes. Continuous monitoring of changes 
in access to care for different types of insured and 
uninsured populations is needed to identify gaps in 
access associated with insurance coverage. Such data 
can then be used to inform and identify practice 
and policy solutions that are for the improvement of 
population health. 

This chapter examines the current state of access to 
care for California residents by type of insurance to 
uncover existing and emerging differences in access. 
Indicators that measure access to care include having 
a usual source of care and the setting of that usual 
source, as well as several objective measures of use of 
preventive, outpatient, and acute services. Subjective 
measures of access, such as self-reported need for care, 
provide further insights into access barriers that are 
not captured through objective measures. 

Access to care varies by type of insurance coverage 
for several reasons, among them eligibility for type 
of coverage, comprehensiveness of benefits, and 
cost sharing required by the insured person. The 
type of insurance determines access through other 
mechanisms, such as the medical provider networks 
that dictate which providers are available to give care, 
reimbursement levels and mechanisms that might 

prohibit or promote provider participation in medical 
provider networks, and other nuances. Because access 
to care is influenced by health status, this chapter 
includes several measures of health, including self-
reported health status, chronic health conditions, and 
obesity status. 

Poor Health Status Is Most Common 
Among Those With Medi-Cal 
and Other Public Insurance 
Health status is an important determinant of health 
service use and access. Individuals with poor self-
assessed health or diagnosed chronic conditions or 
some risk factors are more likely to seek care or to 
be directed by their providers to various services. 
Examining self-assessed health status and risk factors 
among adults ages 19-64 showed that those with 
Medi-Cal (33.5%) had the highest rates of fair/ 
poor health, and those with privately purchased 
insurance had the lowest rates (12.9%; Exhibit 4.1). 
Overweight/obese rates were high for all groups, 
with the highest rates among the uninsured (68.8%) 
and those with Medi-Cal (68.9%). The rate of severe 
psychological distress was highest among those with 
other public insurance (20.2%), and lowest among 
those with employment-based insurance (5.6%). 
Among adults 65 and older, those with Medicare and 
Medi-Cal (49.9%) had the highest rate of fair/poor 
health, and those with other public insurance (77.5%) 
had the highest rate of being overweight/obese. 

46 



Exhibit 4.1 
Self-Assessed Health and Risk Factors by Age and Type of Insurance Coverage, California, 2015-2016 
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Sources: 2015 and 2016 California Health Interview Surveys 
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Examining the rates of chronic conditions among older adults, heart disease rates were statistically similar 
adults ages 19-64 shows similar rates of heart disease among different insurance types. However, hypertension 
regardless of type of insurance (Exhibit 4.2). The rates of rates were highest among those with other public 
hypertension (28.8%) and asthma (12.8%) were highest insurance (77.5%), diabetes rates were highest among 
for those with other public insurance, and diabetes rates those with Medi-Cal (39.4%), and the asthma rate was 
were highest for those with Medi-Cal (11.2%). Among highest among those with Medicare and employment-

based insurance (11.1%).
Exhibit 4.2 
Chronic Conditions by Age and Type of Insurance Coverage, California, 2015-2016 
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reliable and are not presented. 

“Other public insurance” includes those with coverage under public 
programs such as military, Veterans Administration, and county programs. 
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Usual Source of Care Is Lowest for 
the Uninsured 
Having a usual source of care highlights the ability of a 
person to have continuity with a medical provider who 
is familiar with that individual’s health history and has 
developed a rapport with the patient, and it increases 
the likelihood of timely access to needed services. 
Timely access can in turn reduce the likelihood of future 
emergency department (ED) visits and hospitalizations, 
because many health problems that are addressed early 
on can be prevented from becoming severe enough to 
require urgent and intensive care. 

Examination of the combined 2015 and 2016 California 
Health Interview Survey data showed that among 
children ages 0-18, those who were uninsured were least 
likely to have a usual source of care (71.6%), and those 
with employment-based insurance (92.0%) were most 

likely to report a usual source of care (Exhibit 4.3). The 
same pattern was observed for adults ages 19-64, but 
with a greater contrast between those with employment-
based insurance (89.0%) and the uninsured (49.5%). 
Among this group, those with the second-lowest usual 
source of care were those with Medi-Cal (76.4%), 
although enrollees are often assigned a primary care 
physician if they don’t choose one themselves. Among 
individuals 65 and older, those with various forms of 
Medicare and another form of coverage, those with 
employment-based insurance, and those with Medi-Cal 
equally reported very high rates of having a usual source 
of care (ranging from 95.7% to 96.6%). Those with 
privately purchased coverage, both Medicare and Medi-
Cal, or Medicare only were in the next tier (ranging from 
84.8% to 87.6%). The group with the lowest likelihood 
of having a usual source of care was the uninsured 
(46.1%). 

Exhibit 4.3 
Usual Source of Care by Age and Type of Insurance Coverage, California, 2015-2016 
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programs such as military, Veterans Administration, and county 
programs. 

Sources: 2015 and 2016 California Health Interview Surveys 
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Access to Preventive Care Was Lowest 
for the Low-Income and Uninsured 
Access to preventive care is essential in reducing 
mortality and morbidity. Preventive care is considered 
an effective mechanism in ensuring population health, 
reducing avoidable emergency department visits and 
hospitalizations, and reducing overall health expenditures. 

Flu Shot Rate Was Lowest for Uninsured 

Flu shots are now recommended for all age groups, but 
they are particularly recommended for children, the 
elderly, and those with specific chronic conditions or 
with compromised immune systems. Preventing flu is 

Exhibit 4.4 

important for avoiding potentially serious complications 
that could lead to emergency department (ED) visits and 
hospitalizations. Efforts to vaccinate against the flu can 
differ by types of insurance coverage due to the level of 
emphasis on provision of important preventive services. 
Among children ages 0-18, the uninsured (36.3%) 
and those with privately purchased insurance (34.5%) 
had the lowest rates of flu shots compared to children 
who were enrolled in Medi-Cal (50.3%) or covered by 
employment-based insurance (51.4%; Exhibit 4.4). 
Among adults 19-64, the rate was lowest for the 
uninsured (19.2%). But among those ages 65 years and 
older, the rate was lowest among those with Medicare 
only (59.8%). 

Flu Shot by Age and Type of Insurance Coverage, California, 2015-2016 
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“Other public insurance” includes those with coverage under public 
programs such as military, Veterans Administration, and county 
programs. Privately purchased insurance includes people with 
Covered California coverage. 
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Exhibit 4.5 
Rates of Mammogram Screening by Type of Insurance Coverage, California, 2015-2016 

19-64 

Notes: Data with samples of less than five and unstable estimates are not 
reliable and are not presented. 

“Other public insurance” includes those with coverage under public 
programs such as military, Veterans Administration, and county 
programs. 

Timely Mammogram Rates Were Lowest for 
Those With Privately Purchased Insurance and 
for the Uninsured 

Mammogram screening is generally recommended 
for women 50-74 years of age. It is an important 
preventive measure, because breast cancer is the 
most common cancer among women in the United 
States.16 Early stages of breast cancer are significantly 
more treatable, giving patients a higher chance of 
survival. Thus, access to timely breast cancer screening 
is crucial. Among women ages 19-64, those with 
other public insurance (83.9%) or employment-based 
insurance (80.4%) were most likely to have received 
a mammogram screening within the past two years, 
and the uninsured were least likely (63.0%; Exhibit 

16 American Cancer Society. 2019. Cancer Facts & Figures 2019. Atlanta: 
American Cancer Society. https://www.cancer.org/content/dam/cancer-org/ 
research/cancer-facts-and-statistics/annual-cancer-facts-and-figures/2019/ 
cancer-facts-and-figures-2019.pdf ; Siegel R, Ma J, Zou Z, Jemal A. 2014. 
Cancer Statistics, 2014. CA: A Cancer Journal for Clinicians 64(1): 9-29. 
https://onlinelibrary.wiley.com/doi/full/10.3322/caac.21208. 
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4.5). Among those 65 and older, those with both 
Medicare and employment-based insurance (83.1%) 
were most likely to have had the screening, and those 
with privately purchased insurance were least likely 
(58.1%). 

The Uninsured Most Often Had No Doctor Visits 

Access to care often starts with a visit to a primary care 
provider, who identifies existing and emergent health 
conditions, delivers preventive and primary care, and 
connects the patient with specialists or other types 
of providers who can address the individual’s needs. 
Not having any visits in a year is an indicator of not 
receiving any preventive care; having one to four visits 
indicates receipt of preventive care and management 
of existing and chronic conditions; and having five or 
more visits is likely an indicator of more serious and/or 
complex conditions that require multiple visits to one 
or more providers. 
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Among children ages 0-18, those with employment-
based insurance were least likely to have had no 
doctor visits (9.7%) and most likely to have had one 
to four visits (73.6%) in the last year (Exhibit 4.6). 
Uninsured children were most likely to have had no 
doctor visit in the last year (20.0%). The proportion 
of children who had five or more doctor visits did 
not vary significantly by type of insurance. Among 
adults ages 19-64, the uninsured were the most likely 

Exhibit 4.6 

to have had no doctor visits (46.1%); those with 
other public insurance (10.9%) were least likely. In 
contrast, those with other public insurance were most 
likely to have had five or more doctor visits (34.3%), 
and the uninsured were least likely (10.7%). Among 
those 65 years and older, the uninsured (53.2%) were 
the most likely to have had no doctor visits, and those 
with Medi-Cal only were the most likely to have had 
five or more doctor visits (38.3%). 

Number of Doctor Visits by Age and Type of Insurance Coverage, California, 2015-2016 

Employment-based 

Privately purchased 

Medi-Cal 

Uninsured 

Employment-based 

Privately purchased 

Medi-Cal 

Other public insurance 

Uninsured 

Employment-based 

Medi-Cal (for elderly) 

Uninsured 

Medicare and supplemental insurance 

Medicare and employment-based insurance 

Medicare and Medi-Cal 

Medicare only 

9.7% 73.6% 16.7% 

* 61.0% 

14.0% 70.5% 15.5% 

20.0% 68.5% 

16.5% 62.7% 20.8% 

22.3% 56.5% 

21.5% 50.0% 28.5% 

10.9% 54.7% 34.3% 

46.1% 43.2% 10.7% 

* 64.5% 26.2% 

* 47.7% 38.3% 

53.2% * * 

7.6% 60.4% 31.9% 

* 

21.2% 

6.2% 58.2% 35.7% 

17.9% 

12.0% 50.8% 37.2% 

13.2% 59.0% 27.8% 

0-
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0 visits 1-4 visits 5 or more visits 

Notes: Data with samples of less than five and unstable estimates are not 
reliable and are marked with an “*”. 

Sources: 2015 and 2016 California Health Interview Surveys 

“Other public insurance” includes those with coverage under public 
programs such as military, Veterans Administration, and county programs. 

Numbers may not add up to 100% because of rounding error. 
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Exhibit 4.7 
At Least One Emergency Room Visit in the Last 12 Months by Age and Type of Insurance Coverage, California, 
2015-2016 

27.5% 

19.4% 

22.1% 

23.9% 

14.6% 

49.0% 

18.1% 

30.5% 

30.8% 

18.4% 

18.1% 

Employment-based 

Privately purchased 

Medi-Cal 

Other public insurance 

Uninsured 

Employment-based 

Privately purchased 

Medi-Cal only (for elderly) 

Medicare and supplemental insurance 

Medicare and employment-based insurance 

Medicare and Medi-Cal 

Medicare only 

17.2% 

Notes: Data with samples of less than five and unstable estimates are not 
reliable and are not presented. 

“Other public insurance” includes those with coverage under public 
programs such as military, Veterans Administration, and county programs. 

Sources: 2015 and 2016 California Health Interview Surveys 

Rates of Emergency Department Visits Were 
Highest Among Those With Medi-Cal 

Access to an ED is important for addressing urgent 
and acute conditions. Yet, reducing potentially 
avoidable ED visits is a national priority, as ED 
is often used by patients who lack access to care 
or who do not receive needed services for chronic 
conditions. Some patients with poor access to services 
for mental health and substance use disorders or who 
have negative social determinants of health, such 
as homelessness and hunger, may also turn to ED 
frequently in lieu of other needed care. Among adults 

19-64 65 and older 

ages 19-64, those with Medi-Cal and other public 
insurance had the highest rates of ED visits (30.5% 
and 30.8%), while the uninsured had the lowest 
rates (17.2%; Exhibit 4.7). This likely relates to the 
relatively low rate of having a usual source of care 
among Medi-Cal enrollees, as well as fears among the 
uninsured that they will be hit with high ED medical 
bills if they use an ED at all. Among those 65 years 
and older, those with Medi-Cal only (49.0%) had the 
highest rate of ED visits, and those with privately 
purchased insurance had the lowest rate (14.6%). 
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The Uninsured Most Often Reported Delays 
in Care 

Financial constraints, unwillingness of providers to 
accept different forms of insurance, and other access 
barriers often result in the decision to forgo or delay 
getting needed care. Such delays highlight access 
barriers that are not identified by examining service use. 
However, individuals’ perceptions of forgone or delayed 
care are also influenced by expectations and propensity to 
seek care. Those who are less likely to seek care are less 
likely to report forgone or delayed care. Among adults 
ages 19-64, 8.7% of the uninsured reported delaying 
needed care, closely followed by those with privately 
purchased insurance (8.2%; Exhibit 4.8). Those with 
employment-based insurance reported the lowest rates 
(2.4%). 

Exhibit 4.8 
Rates of Delays in Needed Medical Care by Type of 
Insurance Coverage, Ages 19-64, California, 2015-2016 

Employment-based 2.4% 

Privately purchased 

Medi-Cal 

Uninsured 

5.2% 

8.7% 

8.2% 

Note: Data with samples of less than five and unstable estimates are not 
reliable and are not presented. 

Sources: 2015 and 2016 California Health Interview Surveys 

Among adults reporting a delay in care, 60.5% of 
the uninsured reported having delayed or forgone 
needed care due to cost or lack of insurance, followed 
by those with privately purchased insurance (45.9%; 
Exhibit 4.9). Individuals with employment-based 
insurance (20.1%) reported the lowest rates. 

Exhibit 4.9 
Rates of Delaying Care Due to Cost or Lack of 
Insurance by Type of Insurance Coverage, Ages 19-64, 
California, 2015-2016 

Employment-based 20.1% 

Privately purchased 

Medi-Cal 

Uninsured 

30.6% 

60.5% 

45.9% 

Note: Data with samples of less than five and unstable estimates are not 
reliable and are not presented. 

Sources: 2015 and 2016 California Health Interview Surveys 
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Most High-Deductible Plan 
Enrollees Reported Delays in Care 
The higher cost sharing required by high-deductible 
plans may reduce the affordability of preventive, 
primary, and specialty care services that must 
be covered out of pocket until the deductible is 
filled. The Affordable Care Act required coverage 
of preventive care and a limited number of 
primary care services to reduce the likelihood of 
individuals forgoing physical examinations and 
essential preventive services due to affordability. 

Exhibit 4.10 

Yet, monitoring overall use of services among high-
deductible plan enrollees is needed to ensure that 
disparities in service use do not exist. Comparing 
service use of individuals with and without a high-
deductible plan revealed no significant differences 
in rates of flu shots (38.7% vs. 41.0%), one to four 
doctor visits (59.8% vs. 63.1%), or ED visits (18.7% 
vs. 19.2%; Exhibit 4.10). However, individuals in 
high-deductible plans were more likely to report 
delays in care (51.4% vs. 33.1%) compared to those 
in plans without high deductibles. 

Service Utilization by High-Deductible Coverage, Ages 19-64, California, 2015-2016 

Reported delays in care 

Had emergency department visits past year 

Had 1-4 doctor visits past year 

Had a fu shot past year 
41.0% 

63.1% 

38.7% 

59.8% 

18.7% 

19.2% 

51.4% 

33.1% 

Plan is high deductible Plan is not high deductible 

Sources: 2015 and 2016 California Health Interview Surveys 
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Exhibit 4.11 
Access to Care Among Individuals With Privately Purchased Insurance by Purchase of Coverage Through Covered 
California, Ages 19-64, California, 2015-2016 

Reported delays in care 

Had emergency department visits past year 
18.6% 

12.1% 

21.7% 

23.1% 

Had 1-4 doctor visits past year 

34.6% 

77.9% 

34.5% 

75.6% 

Had a fu shot past year 

No Covered California 

Sources: 2015 and 2016 California Health Interview Surveys 

Access to Care Under Covered 
California Is Similar to Access  
Of-Exchange 
Covered California is the health insurance marketplace 
that has been in place since 2014 in the state, 
established under the Patient Protection and 
Affordable Care Act. Covered California offers privately 
purchased individual and small group (100 or fewer 
employees) insurance. Comparing access to care of 
those who purchased their insurance through Covered 
California with those who purchased insurance off-
exchange showed no statistically significant differences 
in the rates of flu shots, at least one doctor visit, delays 
in care, or ED visits (Exhibit 4.11). 

Covered California 

Discussion 
The examination of health status and access to care 
indicators by type of insurance in 2015 and 2016 
showed different patterns. We frequently found that 
the uninsured and those with Medi-Cal and other 
public insurance reported fair or poor health, risk 
factors, and chronic conditions, with minor variations 
among children, nonelderly adults, and older adults. 
Individuals in these categories of insurance also 
frequently reported fewer preventive services, such 
as flu shots and mammograms; lower likelihood of 
doctor visits; and higher likelihood of both ED visits 
and delays in care due to costs or lack of coverage. 

The combination of poor health and limited access 
to care poses significant challenges to efforts directed 
at improving population health and efficiencies 
in care delivery. Policy solutions to address these 
challenges include expanding insurance coverage to 
the remaining uninsured in California. For those with 
Medi-Cal, access can be improved by identifying 
and removing systemic barriers, such as the lack of 
availability of specialty care, and individual factors, 
such as social determinants of health. Further research 
is required to identify these factors and to understand 
what role they play in limited access and poor health 
among these underserved populations. 
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This report documents the ongoing success of the 
ACA in improving health insurance coverage for 
Californians through the end of 2016. In general, the 
initial significant impacts of the ACA, documented in 
our last report, continued through the period covered 
by this report, resulting in historically low levels 
of Californians without health insurance. However, 
since 2017 and the change in administrations in 
Washington, the ACA has been under continual 
attack. Although efforts to “repeal and replace” 
the ACA in 2018 were unsuccessful and the mid-
term elections have put such efforts on indefinite 
hold, as this report goes to press, the courts are 
about to litigate yet another challenge to the ACA 
that could result in the entire law being declared 
unconstitutional. In the face of these efforts to 
undermine the ACA, California continues to chart a 
different course. Governor Gavin Newsom recently 
signed legislation to institute a state individual 
mandate (requiring all Californians to have health 
insurance or pay a penalty) to replace the federal 
mandate zeroed out by Congress, and to authorize 
the use of state funds to further expand Medi-Cal to 
undocumented young adults and to enhance subsidies 
for those with incomes from 139-399% FPL, as well 
as to provide new subsidies for those with incomes 
from 400-600% FPL. California also passed several 
laws in 2018 to stabilize the ACA and protect the 
market from federal changes in regulations that 
might reduce the effectiveness of state marketplaces, 
including reinstating the individual mandate. 

In addition to these efforts to stabilize and enhance 
the ACA using state funds, single-payer advocates 
introduced The Healthy California Act (SB 562) 
in 2017 to create a true single-payer system in 
California. The fight over SB 562 signified the 
intensity of support for a stable and equitable health 
system with unified financing and payment rules, as 
well as the difficulty in achieving and implementing 
a single-payer system at the state level without 
significant support at the federal level. Because the 
interval since our last report has been so turbulent at 
the federal level, the remainder of this chapter focuses 

on the major achievements and remaining challenges 
facing the state since implementation of the ACA, 
with a focus on pathways to move the state closer to 
universal coverage. 

Since our last report, health insurance coverage in 
California has continued to change dramatically, 
largely due to the significant impacts of the ACA. 
The availability of subsidies to purchase insurance 
through Covered California and the expansion of 
Medi-Cal to include adults below 139% FPL have 
substantially reduced the percentage of Californians 
who remain uninsured and changed the type of 
insurance coverage. Compared to 2014, in 2016, 
Californians ages 0-64 were much more likely to 
be enrolled in Medi-Cal, much less likely to be 
uninsured, and slightly less likely to have ESI. 

In our previous report, we noted ongoing disparities 
between various population groups among those 
ages 0-64, many of which persisted in 2016, despite 
further reductions in the rate of uninsurance across 
most groups since 2014. In 2016, SB 75 authorized 
the expansion of Medi-Cal to all children ages 0-18, 
regardless of immigration status. This expansion 
appears to have contributed to nearly universal 
coverage for children ages 0-18 in the state — a 
laudable achievement. However, young adults 
ages 19-40 continued to be the most likely to be 
uninsured in 2016, despite ongoing reductions in 
their rate of uninsurance. As previously discussed, 
Governor Newson has recently signed legislation 
expanding full-scope Medi-Cal eligibility to young 
adults ages 19-25, regardless of immigration status. 
This expansion should provide further reductions in 
the percentage of uninsured young adults starting 
January 1, 2020. 

Despite significant improvements in insurance 
coverage since 2014, several other population groups 
among those ages 0-64 continued to have high rates 
of uninsurance in 2016. Men were almost twice as 
likely to be uninsured as women (10.2% vs. 6.8%), 
largely because of lower enrollment in Medi-Cal 
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(31.6% vs. 37.1%). Non-Latino groups had a low 
rate of uninsurance, ranging between 4.8% and 
5.8%, while Latino Californians were more than 
twice as likely to be uninsured (12.4%). Educational 
attainment continued to be strongly associated 
with being uninsured; those with less than a high 
school degree were almost four times more likely to 
be uninsured relative to college graduates (22.1% 
vs. 6.3%). Finally, despite substantial reductions in 
the rate of uninsurance among those with incomes 
below 250% FPL, income was still highly associated 
with the likelihood of being uninsured. Those 
with incomes below 139% FPL were almost three 
times more likely to be uninsured relative to those 
at 400% FPL and above (11.6% vs. 4.3%). Our 
findings suggest that efforts to achieve universal 
coverage in the state and to reduce disparities will 
be best targeted to those with incomes below 400% 
FPL, particularly those below 250% FPL. These 
groups have experienced important and historical 
improvements in insurance coverage under the ACA, 
but they were still the most disadvantaged relative to 
higher-income Californians in 2016. 

Citizenship status continued to be an important 
determinant of insurance status. More than one-
third (36.8%) of undocumented Californians were 
uninsured in 2016, but the vast majority of uninsured 
Californians (69.1%, or 1.94 million individuals) were 
citizens or legal residents. Efforts to achieve universal 
coverage must therefore address the challenges of 
providing meaningful and affordable coverage to all 
Californians, regardless of immigration status. 

Overall, our findings indicate that the ACA led to a 
small reduction in the rate of Californians ages 0-64 
with ESI coverage in 2016. It appears that this is 
because of the Medi-Cal expansion, which provided 
a no-cost alternative to some individuals previously 
covered by ESI. We continue to observe substantial 
variations across industries and occupations in insurance 
offer rates. In 2016, part-time and self-employed 
workers were more likely to be covered by Medi-Cal 
and individually purchased policies compared to full-

time employees. Because of the Employee Retirement 
Income Security Act (ERISA), state policy options to 
achieve universal coverage through employer mandates 
are restricted. But the high rates of uninsurance 
among part-time and self-employed workers suggest 
that income-based policies are likely to be the most 
appropriate mechanism for targeting those who remain 
more likely to be uninsured. 

The Medicaid (called Medi-Cal in California) 
expansion provision of the ACA continued to 
have a major impact in California. Since our last 
report, more than 2.71 million Californians were 
newly enrolled in Medi-Cal as of 2016. Based on 
administrative data, Medi-Cal enrollment averaged 
more than 1.2 million enrollees per month in 2016, 
consistent with our estimates from the California 
Health Interview Survey (CHIS) indicating about 
12.6 million Medi-Cal enrollees in 2016.17 Because 
of this considerable increase in Medi-Cal enrollment, 
it is difficult to argue that the state should be 
doing more outreach among the currently eligible. 
However, as policy options, further expansion of 
Medi-Cal to undocumented adults ages 26 and 
older or to those who struggle with affordability by 
allowing buy-in to Medi-Cal as a public option could 
yield significant progress toward universal coverage. 

Our findings indicate mixed results with regard to 
access to health care services and health indicators by 
type of insurance. Self-reported fair or poor health 
status among Californians ages 0-64 was minimal 
among those with ESI (2%), but considerably higher 
among those with privately purchased insurance 
(13%) or Medi-Cal (34%). Although it is beyond 
the scope of this report to determine how insurance 
status might affect health status in the future, it 
is clear that insurance status is highly correlated 
with self-reported health status, which has been 

17 The CHIS estimates, which are self-reported by respondents and not 
cross-checked with state eligibility rolls, differ slightly from Medi-
Cal administrative data, largely because CHIS interviews only the 
noninstitutionalized population in California, excluding enrollees in 
any type of group housing. 
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shown to be an important predictor of health care 
utilization and mortality and morbidity. Californians 
ages 0-64 with privately purchased insurance 
(46%) and Medi-Cal (31%) were also more likely 
to report delays in seeking needed care due to cost 
compared to those with ESI (20%). Our findings 
are particularly troubling with respect to Medi-Cal, 
where cost barriers should be essentially eliminated. 
These figures merit further attention by the state in 
monitoring access among Medi-Cal enrollees. And 
among those with privately purchased insurance, 
the prevalence of Bronze plans in the individual 
market suggests that affordable monthly premiums 
nevertheless are creating financial barriers to necessary 
care. 

As we concluded in our last report, California faces 
ongoing challenges in achieving further progress 
toward universal access. Based on recent estimates 
from another study, without recent efforts by the 
state to stabilize the ACA, the number of uninsured 
Californians was projected to increase to about 
4.02 million by 2020, with 1.48 million uninsured 
because of immigration status; 610,000 eligible for 
ESI; 900,000 eligible for Medi-Cal but not enrolled; 
500,000 ineligible for subsidies; and 520,000 eligible 
for subsidies but uninsured.18 These projections will 
be lower as a result of recent actions by the state’s 
legislature and governor. 

For the first time in decades, true universal coverage 
seems to be a feasible and achievable goal in the near 
future, despite ongoing political and judicial threats 
to the ACA. California has charted a bold course to 
stabilize and expand the ACA marketplace in the 
face of these ongoing threats. Meanwhile, at the 
federal level, a variety of proposals — ranging from 

18 Dietz M et al. 2018. 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. 

Medicare for all, to Medicaid and Medicare buy-ins, 
to a public option for exchange marketplaces — have 
been proposed, at least in part in response to the 
ongoing threats to the ACA.19 Once again, we stand 
at a crossroads that could lead to very divergent 
pathways for the people of California and the rest of 
the nation, depending on the outcome of the current 
constitutional challenge to the ACA and the 2020 
election. When we next report on the state of health 
insurance in California, we are likely to be either 
documenting the further successes and remaining 
challenges to true universal coverage, or conducting 
a postmortem on the ACA and documenting the 
damage done by the courts and an administration 
determined to eliminate health coverage for millions 
of low- and middle-income individuals. Should the 
latter occur, it may be time for California to consider 
both broad-based taxes as well as creative new taxes20 

to protect the health of California’s population from 
federal policies hostile to vulnerable populations. 

19 Kaiser Family Foundation. 2019. Compare Medicare-For-All and Public 
Plan Proposals. Issue brief. Accessed on August 17, 2019, at: https:// 
www.kff.org/interactive/compare-medicare-for-all-public-plan-proposals/. 

20 Scheffler Richard M. et al. California Dreamin’: Integrating Health 
Care, Containing Costs, and Financing Universal Coverage. Health 
Affairs blog. February 8, 2019. 
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DECEMBER 20, 2019 

Answers to Questions for the Record Following a Hearing Conducted 
by the House Committee on the Budget: Key Design Components and 
Considerations for Establishing a Single-Payer Health Care System 

On May 22, 2019, the House Committee on the Budget convened a hearing at which 
Mark Hadley, the Congressional Budget Ofce’s Deputy Director, Jefrey Kling, CBO’s Associate 
Director for Economic Analysis, and Jessica Banthin, CBO’s former Deputy Assistant Director 
in the Health, Retirement, and Long-Term Analysis Division testifed about the agency’s report 
Key Design Components and Considerations for Establishing a Single-Payer Health Care 
System.1 After the hearing, Ranking Member Womack and Congressman Roy of the Committee 
submitted questions for the record. Tis document provides CBO’s answers. It is available at 
www.cbo.gov/publication/55951. 

Ranking Member Womack 

Question. Te CBO report states: “Government spending on health care would increase 
substantially under a single-payer system because the government (federal or state) would pay 
a large share of all national health care costs directly.” 

• How much of the spending on federal health programs is funded by: Taxes collected 
through the Treasury? Direct payments by benefciaries in the form of premiums and 
out-of-pocket spending? Tax deductions for employer-sponsored health insurance? Other? 

• What percentage of total health expenditures is NOT paid for by the federal government, 
which would likely be shifted to the federal government under a single-payer system? 

Answer. In fscal year 2018, federal spending on major health care programs totaled $1.2 tril-
lion, which consisted of spending on Medicare (excluding the efects of premiums and other 
ofsetting receipts), Medicaid, and the Children’s Health Insurance Program (CHIP), as well 
as subsidies for plans purchased thorough the marketplaces established by the Afordable 
Care Act (ACA).2 Virtually all of the fnancing for the programs other than Medicare comes 
from the general fund of the Treasury. In 2018, combined funding for those programs 
amounted to $456 billion. 

In 2018, transfers from the general fund of the Treasury accounted for $312 billion of the 
total funding for Medicare, revenues from payroll taxes accounted for $265 billion, and 

1. See Congressional Budget Ofce, Key Design Components and Considerations for Establishing a Single-Payer 
Health Care System (May 2019), www.cbo.gov/publication/55150. 

2. See Congressional Budget Ofce, “10-Year Budget Projections” (August 2019), Table 1-4, www.cbo.gov/ 
about/products/budget-economic-data#3. Tat estimate does not include other federal spending for health 
care, such as health insurance costs for federal employees, veterans’ health care, and the military health care 
system. 

http:www.cbo.gov
www.cbo.gov/publication/55150
www.cbo.gov/publication/55951


 

 

 

 

2 ANSWERS TO QUESTIONS FOR THE RECORD DECEMBER 20, 2019 

benefciaries’ premiums accounted for $99 billion. Te remaining sources of fnancing for 
Medicare, which together account for less than 10 percent of the program’s funding, include 
the following: revenues from a portion of the federal income taxes that Social Security recipi-
ents with income above a certain threshold pay on their benefts; interest credited to Treasury 
securities held in the Medicare trust funds (which in turn is fnanced by the Treasury’s general 
fund); and payments from the states to help fnance Medicare Part D. 

Te tax exclusion for employment-based health insurance reduces federal revenues and is 
therefore a federal subsidy for health insurance. Te staf of the Joint Committee on Taxation 
(JCT) and CBO estimate that the tax exclusion cost the federal government about $300 bil-
lion in forgone revenues in 2018.3 Altogether, that tax exclusion plus federal spending on 
major health care programs amounted to $1.5 trillion in 2018. 

Currently, national health care spending—which totaled $3.5 trillion in 2017—is fnanced 
through a mix of public and private sources. Private sources paid more than half of that 
amount, and state or local governments paid about one-tenth. Te federal government paid 
37 percent of the total, or $1.3 trillion.4 Te percentage of national health expenditures that 
would be shifted to the federal government under a single-payer system would depend on 
the design of the system. Two key design features are the services that would be covered by 
the single-payer system and the amount of cost sharing that would be required. In a system 
covering a comprehensive set of benefts with little cost sharing, most national health expen-
ditures would be made by the federal government. Te total efect on the federal budget and 
the amounts individuals and organizations paid for health care coverage would depend on 
how the system was fnanced. 

Question. Te CBO report states: “In a federally administered single-payer system, the 
associated cash  ows would be federal transactions, in CBO’s view, and the spending and 
revenues for the system would appear in the federal budget.” 

• Please explain this statement further. 

• How would CBO determine if this new spending would be considered mandatory or 
discretionary? 

• What are the potential trade-ofs and risks if the federal spending was mandatory or 
discretionary? 

Answer. A single-payer system might be administered entirely by federal agencies, or private 
entities might play some role. CBO generally treats the transactions of nonfederal entities as 
federal if those entities act as agents of the federal government by using the sovereign power 
of the federal government, work to achieve a governmental purpose, or if they are subject 
to a signifcant degree of federal control. In CBO’s view, the spending and revenues of the 
system would be governmental even if the private sector played some role in administering 

3. See Congressional Budget Ofce, “Reduce Tax Subsidies for Employment-Based Health Insurance,” Options 
for Reducing the Defcit: 2019 to 2028 (December 2018), www.cbo.gov/budget-options/2018/54798. 

4. Te estimates of national health care spending by source of payment are from Centers for Medicare & 
Medicaid Services, National Health Expenditure Accounts, “National Health Expenditures by Type of 
Service and Source of Funds: Calendar Years 1960–2018” (accessed February 15, 2019), https://go.usa.gov/ 
xEUS6. Te estimates of national and federal spending on health care include spending on investment in 
the medical sector, which accounts for 5 percent of national spending on health care and 3 percent of federal 
spending on health care. Te estimates of federal spending for Medicare exclude the efects of premiums and 
other ofsetting receipts. Te estimates do not account for tax subsidies, such as the federal tax exclusion for 
employment-based health insurance. 

http:https://go.usa.gov
www.cbo.gov/budget-options/2018/54798
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it. For example, the federal government could contract with one or more private insurers to 
administer the program, and the responsibilities of those insurers could include collecting 
premiums and paying providers. Because those insurers would be acting as agents of the 
federal government, CBO would classify the cash  ows as governmental in its cost estimates.5 

For a system in which private insurers delivered the benefts, key design choices would be 
as follows: how policymakers would structure the competition among private insurers, how 
private insurance might supplement a standard beneft, and how such supplemental benefts 
would relate to previously existing benefts. Such a system could be more akin to a multi-
payer system than a single-payer system if private insurers paid providers. However, some 
analysts would consider such a system to be a single-payer system if the government defned 
the eligible population, specifed the covered services, collected the resources needed for the 
plan, required the eligible population to contribute toward fnancing the system, and showed 
the receipts and expenditures associated with the plan in the government’s budget. Tat type 
of system could retain previously existing benefts. 

Mandatory Versus Discretionary Funding. Te spending for a single-payer system would be 
considered mandatory if the authorization act that established the new program also con-
trolled its funding. Te spending would be considered discretionary if the authorization act 
established the new program but did not control its funding. In the latter case, the amount 
of funding for the new program would be determined through the annual appropriation 
process. Tose appropriations are subject to a set of budget enforcement rules and processes 
that difer from those that apply to mandatory spending. 

Advantages and Disadvantages of Each Type of Funding. Specifying the spending for a 
single-payer system as mandatory rather than discretionary would provide greater certainty 
in funding for the program, which would be helpful to benefciaries, providers, and man-
ufacturers of drugs and medical devices. If spending for the program was discretionary, its 
funding would lapse if the appropriation bill for the program was not passed by the start 
of the fscal year. In that case, temporary funding could be provided through a continuing 
resolution. Specifying the spending for a single-payer system as discretionary would give the 
Congress a formal mechanism to review the program on a yearly basis and make modifca-
tions that Members deemed appropriate. Te Congress also could use other mechanisms to 
encourage reviews at less frequent intervals, such as a sunset provision whereby the program 
would end on a specifed date unless it was reauthorized. Keeping total costs within the 
appropriated amount and minimizing disruptions as total spending neared that amount 
would be challenging if the government’s role was to pay private-sector providers for all 
services rendered. 

Question. Te CBO report states, “A standardized IT system could help a single-payer 
system coordinate patient care by implementing portable electronic medical records and 
reducing duplicated services….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 diferent providers and vendors.” 

• What is the current status of the Afordable Care Act website? What does it do? How 
many people use it to verify eligibility? What is the scale of the ACA website compared 
to a centralized IT system CBO describes in the report? Te ACA website is a verifcation 

5. See Congressional Budget Ofce, How CBO Determines Whether to Classify an Activity as Governmental When 
Estimating Its Budgetary Efects (June 2017), www.cbo.gov/publication/52803, and Te Budgetary Treatment of 
Proposals to Change the Nation’s Health Insurance System (May 2009), www.cbo.gov/publication/41185. 

www.cbo.gov/publication/41185
www.cbo.gov/publication/52803
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system and not a payment system, correct? How much has been spent on the ACA 
website to date? Did the ACA website ever have technical difculties after its launch? 
What were some of these difculties? 

• What is the HITECH Act that was included in the stimulus package in 2009? How 
much was allocated to the project? What is the status of the project today? Is this an 
interoperable system, similar to what is described in the report? 

Answer. Te Centers for Medicare & Medicaid Services (CMS) was responsible for develop-
ing a federally facilitated marketplace for states without their own marketplaces. Te federally 
facilitated marketplace includes a website—HealthCare.gov—that is currently operational. It 
serves as a portal for consumers and several supporting information technology (IT) systems. 

In 2019, 32 states use the federally facilitated marketplace, and 12 states and the District 
of Columbia operate their own state-based marketplaces. Te remaining 6 states perform 
some administrative functions for their marketplaces, but all rely on the federal website and 
supporting IT systems.6 

Utilization of Marketplace Websites. Consumers can compare health insurance plans and 
purchase a plan through the state marketplace websites or HealthCare.gov. Te marketplaces 
verify that people are eligible for coverage before allowing them to enroll and provide people 
with an estimate of the cost of their coverage after accounting for any subsidies for which 
they are eligible. In some states, the marketplaces also can determine whether people are 
eligible for coverage through Medicaid or the Children’s Health Insurance Program. In other 
states, the marketplaces make an initial assessment of eligibility for those programs and trans-
fer applicants’ information to state agencies for fnal determination. Te marketplace websites 
are a verifcation and enrollment system, not a payment system. CMS uses supporting IT 
systems to review, approve, and generate fnancial assistance payments—such as premium tax 
credits and cost-sharing reductions—to insurers. 

Over the course of the year, the average number of consumers who enrolled in the market-
places and paid for their coverage across all states was about 5.5 million in 2014, 9.4 million 
in 2015, 10.0 million in 2016, 9.8 million in 2017, and 9.9 million in 2018. For 2019, that 
number is 9.5 million in CBO’s projections. In addition, some people who apply for cover-
age through the marketplaces are determined to be eligible for Medicaid or CHIP and enroll 
in one of those programs. For example, that was the case for 5.2 million people in 2016. 

Te scale of the websites and supporting IT systems that serve the ACA marketplaces is much 
smaller than the scale of a centralized IT system that would be needed under a single-payer 
system. To put that in perspective, the total U.S. population was about 327 million in 2018.7 

Cost of Implementing the Health Insurance Marketplaces. Trough 2014, CMS spent $8.4 bil-
lion to set up the marketplaces. Tat fgure includes about $5 billion in grants to states 
and an additional $3.4 billion in spending by CMS.8 Tose amounts include spending to 
establish all functions of the marketplaces, not just spending devoted to the websites and 
supporting IT systems. Based on information from CMS, about $2.1 billion was spent on 

6. See Kaiser Family Foundation, “State Health Insurance Marketplace Types, 2020,” https://tinyurl.com/ 
yaflgin. 

7. See Census Bureau, “Quick Facts” (July 2018), www.census.gov/quickfacts/fact/table/US/PST045218. 

8. Even states that run their own marketplaces rely on the federal IT infrastructure of HealthCare.gov and 
use the data hub built and maintained by the federal government. See Annie L. Mach and C. Stephen 
Redhead, Federal Funding for Health Insurance Exchanges, Report for Congress R43066 (Congressional 
Research Service, October 29, 2014), https://fas.org/sgp/crs/misc/R43066.pdf (479 KB). 

https://fas.org/sgp/crs/misc/R43066.pdf
http:HealthCare.gov
www.census.gov/quickfacts/fact/table/US/PST045218
http:https://tinyurl.com
http:HealthCare.gov
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IT infrastructure for the federally facilitated marketplaces from 2014 through 2018.9 (CBO 
does not have information on the amount spent on IT infrastructure for the state-based 
marketplaces.) 

Technical Difculties. Te website for the federally facilitated marketplace experienced 
technical difculties after it was launched. According to a report issued by the Government 
Accountability Ofce (GAO) in 2015, there were several problems with the development 
and rollout of HealthCare.gov. People faced signifcant obstacles when they tried to create 
accounts and enroll in the system. Some of the issues that GAO highlighted included 
inadequate planning by CMS regarding the capacity needed for the system, software coding 
errors, and a failure to implement all planned functionality before the system was launched. 
Additionally, GAO concluded that CMS did not apply best practices for the system’s 
development, which contributed to problems with the launch of HealthCare.gov. After the 
website was launched, CMS took steps to address those problems by increasing capacity, 
requiring additional software quality reviews, and awarding a new contract to complete the 
development of the systems.10 

Te marketplace’s supporting IT systems, which perform functions such as linking con-
sumers’ information to other systems to facilitate the enrollment process and payments to 
insurers, also experienced difculties. Prior to 2016, for example, CMS used an interim 
process to calculate and authorize fnancial assistance payments. Te federal marketplace fully 
transitioned to an automated system in 2016 and nearly all of the state marketplaces have 
transitioned.11 

Te HITECH Act. Te Health Information Technology for Economic and Clinical Health 
Act (HITECH Act) encouraged health care providers to adopt health information technol-
ogy. Tat act established a program that provided incentive payments early in the program 
and imposed penalties that came later. Eligible providers needed to demonstrate the ability 
to use a certifed electronic health record (EHR) system in a meaningful way and meet other 
requirements. Te legislation included a “certifcation” component that required EHRs 
to have certain common capabilities and a “meaningful use” component that required health 
care providers to meet certain criteria regarding their use of EHRs, such as using them for 
e-prescribing and reporting clinical quality measures. 

According to CMS, the agency paid providers more than $30 billion from 2011 to 2018 
through the Medicare and Medicaid EHR incentive programs.12 As of 2017, 80 percent of 

9. See Centers for Medicare & Medicaid Services, Justifcation of Estimates for Appropriations Committees, 
Fiscal Year 2020 (2019), p. 167, https://go.usa.gov/xVJhs (PDF, 4.5 MB); Justifcation of Estimates for 
Appropriations Committees, Fiscal Year 2019 (2018), p. 166, https://go.usa.gov/xVJhF (PDF, 4.5 MB); 
Justifcation of Estimates for Appropriations Committees, Fiscal Year 2018 (2017), p. 171, https://go.usa.gov/ 
xVJhJ (PDF, 3.6 MB); Justifcation of Estimates for Appropriations Committees, Fiscal Year 2017 (2016), 
p. 307, https://go.usa.gov/xVSqq (PDF, 9.1 MB); and Justifcation of Estimates for Appropriations Committees, 
Fiscal Year 2016 (2015), p. 88, https://go.usa.gov/xVSqa (PDF, 10.2 MB). 

10. See Government Accountability Ofce, CMS Has Taken Steps to Address Problems, but Needs to 
Further Implement Systems Development Best Practices, GAO-15-238 (March 2015), www.gao.gov/ 
assets/670/668834.pdf (4.8 MB). 

11. See Department of Health and Human Services, Ofce of Inspector General, Initial Review of CMS’s 
Automated System for Processing Financial Assistance Payments (attachment to a letter to the Honorable 
Gus Bilirakis, May 8, 2017), https://oig.hhs.gov/oas/reports/region2/21702001.pdf (492 KB). 

12. See Centers for Medicare & Medicaid Services, “Data and Program Reports” (May 2019), https://go.usa.gov/ 
xVSqD. In 2018, CMS changed the name of its EHR incentive programs to the Medicare and Medicaid 
Promoting Interoperability Programs to focus on improving interoperability and patients’ access to health 
information. 

http:https://go.usa.gov
https://oig.hhs.gov/oas/reports/region2/21702001.pdf
http:www.gao.gov
https://go.usa.gov/xVSqa
https://go.usa.gov/xVSqq
http:https://go.usa.gov
https://go.usa.gov/xVJhF
https://go.usa.gov/xVJhs
http:programs.12
http:transitioned.11
http:systems.10
http:HealthCare.gov
http:HealthCare.gov
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ofce-based physicians had adopted a certifed EHR system, and 96 percent of all nonfederal 
acute care hospitals had a certifed health IT system.13 

Although interoperability of EHRs was an important goal of the HITECH Act, that goal 
has not been achieved.14 (Interoperability is the ability of two or more systems to exchange 
information and the ability of those systems to use the information that has been exchanged 
without special efort.) Te Ofce of the National Coordinator (ONC) at CMS has reported 
that electronic health information is often spread across multiple providers that use diferent 
systems that are not interoperable.15 In 2017, just over 40 percent of hospitals engaged in 
all four domains of interoperability defned by the ONC: sending, receiving, fnding, and 
integrating electronic patient records from external sources.16 

Question. Te CBO report states: “Under the current system, CBO estimates, an average of 
29 million people per month—11 percent of U.S. residents under age 65—were uninsured 
in 2018.” 

• Te report found that 243 million people under the age of 65 had health insurance. 
Where does this group of people get their insurance? How many of these individuals 
obtain their insurance from companies or businesses? Unions? Self-employment? 

• Would the individuals who currently have coverage, roughly 300 million Americans, be 
afected if we moved to a single-payer system? How many people who currently have 
coverage would be disrupted by the potential efects of such a massive overhaul? 

• What is the breakdown of the uninsured population near retirement, 50–64 years old? 
What is their general health status? What are their overall health conditions? 

Answer. People under the age of 65 obtain health insurance coverage from various sources. 
A majority of those people have employment-based coverage—in 2019, an estimated 
159 million people, or 58 percent of the total nonelderly population.17 Of that total, roughly 
6 million people are covered by multiemployer union plans. 

On average, another 69 million people under the age of 65 obtain coverage through 
Medicaid or CHIP, 14 million obtain insurance through private nongroup plans, 1 million 
(who live in Minnesota and New York) are covered by the Basic Health Program, 8 million 
are covered by Medicare, and 3 million have coverage from other sources, such as student 
health plans or foreign sources. 

13. See Ofce of the National Coordinator for Health Information Technology, “Health IT Dashboard” (updated 
June 17, 2019), https://dashboard.healthit.gov/quickstats/quickstats.php. 

14. See Julia Adler-Milstein, “Moving Past the EHR Interoperability Blame Game,” NEJM Catalyst (July 2017), 
https://catalyst.nejm.org/ehr-interoperability-blame-game/. 

15. See Government Accountability Ofce, Health Information Technology: HHS Should Assess the Efectiveness of 
Its Eforts to Enhance Patient Access to and Use of Electronic Health Information, GAO-17-305 (March 2017), 
www.gao.gov/assets/690/683388.pdf (6.6 MB). 

16. See Ofce of the National Coordinator for Health Information Technology, Variation in Interoperability Among 
U.S. Non-federal Acute Care Hospitals in 2017, ONC Data Brief 42 (November 2018), https://go.usa.gov/xppxG 
(PDF, 647 KB). 

17. Te responses to this question are based on CBO’s estimates for 2019. All of those estimates re ect average 
monthly enrollment over the course of the year. See Congressional Budget Ofce, Federal Subsidies for Health 
Insurance Coverage for People Under Age 65: 2019 to 2029 (May 2019), www.cbo.gov/publication/55085. Tat 
report was published shortly after the release of Key Design Components and Considerations for Establishing a 
Single-Payer Health Care System. 

www.cbo.gov/publication/55085
https://go.usa.gov/xppxG
www.gao.gov/assets/690/683388.pdf
https://catalyst.nejm.org/ehr-interoperability-blame-game
https://dashboard.healthit.gov/quickstats/quickstats.php
http:population.17
http:sources.16
http:interoperable.15
http:achieved.14
http:system.13
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CBO and JCT estimate that in 2019 between 4 million and 5 million people are enrolled 
in health insurance that is subsidized by the income tax deduction for health insurance 
premiums that is available to people who are self-employed.18 Many of those people purchase 
insurance on an individual basis instead of as part of a group; their coverage is categorized as 
nongroup rather than employment-based even though their subsidies are work-related. 

Efects of a Single-Payer System on People Who Currently Have Coverage. In CBO’s estimation, 
if private insurance was eliminated under a single-payer system, the following people under 
age 65 would need to switch their coverage to the single-payer plan: 159 million with 
employment-based insurance, 14 million with nongroup coverage, and 1 million with cover-
age through the Basic Health Program. Tose estimates cannot be added to yield an estimate 
of the total number of people with private insurance because some people report more than 
one type of coverage. Te role of private insurance under a single-payer system would depend 
on its design. For example, the system might eliminate private insurance, or it could retain a 
role for private insurance, such as ofering benefts that supplement the public plan. 

If current public programs were eliminated, people of all ages who participated in those 
programs would need to switch their coverage: an estimated 75 million enrolled in Medicaid, 
7 million enrolled in CHIP, and 61 million enrolled in Medicare. (Tose numbers count 
people with two sources of coverage, such as Medicare and Medicaid, in both categories.) 
Depending on the system’s design, some people who now have public coverage could con-
tinue to have such coverage under a single-payer system, but their covered benefts and cost 
sharing might change. 

Te Uninsured Population 50 to 64 Years Old. Among people ages 50 to 64 who are unin-
sured, CBO estimates, 24 percent are eligible for subsidized coverage through a marketplace, 
24 percent have access to unsubsidized coverage in the nongroup market but choose not to 
purchase it, 17 percent have income less than 100 percent of the federal poverty guidelines 
(commonly referred to as the federal poverty level, or FPL) and live in a state that did not 
expand Medicaid, 15 percent have access to employment-based coverage, 12 percent are non-
citizens who are not lawfully present in this country, and 8 percent are eligible for Medicaid 
but are not enrolled (see Figure 1).  

According to CBO’s analysis of data from the 2018 National Health Interview Survey, people 
between the ages of 50 and 64 who were uninsured had worse self-reported health status 
than people in the same age category who were insured. Among people ages 50 to 64 who 
were uninsured, 45.4 percent reported that they were in excellent or very good health, 
34.0 percent were in good health, and 21.0 percent were in fair or poor health. By contrast, 
among people ages 50 to 64 who had health insurance, 54.4 percent reported that they were 
in excellent or very good health, 29.2 percent were in good health, and 16.3 percent were 
in fair or poor health. However, among people ages 50 to 64, the uninsured were less likely 
than those with insurance coverage to report having ever been told by a medical professional 
that they had certain medical conditions, such as diabetes (12.6 percent versus 14.1 percent), 
hypertension (35.7 percent versus 43.6 percent), or coronary heart disease (2.3 percent 
versus 4.9 percent). Tose diferences in reported health conditions might re ect diferences 
between people with and without insurance coverage—specifcally, diferences in the nature 
and amount of their contact with the medical system—and thus diferences in the opportu-
nity for certain conditions to be diagnosed. 

18. Tis estimate includes policyholders plus their dependents. 

http:self-employed.18
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Figure 1 . 

Composition of the Uninsured Population Ages 50 to 64, 2019 
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Sources: Congressional Budget Ofce; staf of the Joint Committee on Taxation. 

FPL = federal poverty level. 

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

Medicaid benefits. 

Question. Te CBO report states: “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.... 
If the number of providers was not sufcient to meet demand, patients might face increased 
wait times and reduced access to care.” 

• What factors led CBO to state: “...patients might face increased wait times and reduced 
access to care”? 

• In a single-payer system with little or no cost sharing relative to our current system, 
would demand for medical services increase? If provider payments decreased, would a 
single-payer system have the capacity to meet the demand? Please explain these trade-ofs 
and risks. 

• What does “reduced access to care” mean in CBO’s view? 

• What do wait times in other countries with single-payer health systems currently look like 
compared to the United States? 
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• What about systems within the United States that the government administers? Te VA 
is primarily a government-run health care system. Were wait times ever a problem at the 
VA? What are recent examples? 

Answer. A single-payer system with little cost sharing for medical services would lead to 
increased demand for care in the United States because more people would have health insur-
ance and because those already covered would use more services. Te extent to which the 
supply of care would be adequate to meet that increased demand would depend on various 
factors, such as the payment rates for providers and any measures taken to increase supply. 
If coverage was nearly universal, cost sharing was very limited, and the payment rates were 
reduced compared with current law, the demand for medical care would probably exceed the 
supply of care–with increased wait times for appointments or elective surgeries, greater wait 
times at doctors’ ofces and other facilities, or the need to travel greater distances to receive 
medical care. Some demand for care might be unmet. 

Certain government policies could increase supply in the short run. For example, states could 
ease restrictions on the responsibilities that nurse practitioners and physicians’ assistants are 
allowed to assume. 

Over the longer term, the federal government could implement policies to encourage 
investment in the health care system. Examples include investing in both physical infra-
structure (for instance, subsidizing the cost of additional hospital beds) and human capital 
(for instance, more heavily subsidizing medical education). Without sufcient investment 
over the long term, wait times could lengthen as providers’ costs rise with other costs in the 
economy and the population grows. 

Wait Times in the United States and Other Countries. In 2016, wait times in the United States 
were comparable to those in other countries for routine care, but wait times tended to be 
shorter for treatment by specialists or elective surgeries. A much larger share of the U.S. 
population reported barriers to obtaining care because of costs rather than wait times.19 Te 
reverse would be the case under a single-payer system in the United States that had little or 
no cost sharing. 

Access to Care in Public Programs in the United States. Te federal government administers 
health insurance for the elderly and the disabled through the Medicare program. It provides 
coverage for that population to receive care from private providers and contracts with private 
insurers to ofer coverage. Medicare benefciaries generally do not report issues with access to 
care.20 Almost all providers accept Medicare patients. 

Medicaid is a health insurance program for the low-income population that is administered 
jointly by the federal and state governments. Because of the relatively low payment rates set 
by state governments, Medicaid benefciaries report more access issues—such as difculty 
obtaining appointments—than privately insured patients do.21 

Rather than administering an insurance plan, the Department of Veterans Afairs (VA) 
operates an integrated health care system in which most of the veteran benefciaries receive 

19. See Commonwealth Fund, International Profles of Health Care Systems (May 2017), https://tinyurl.com/ 
ybx6hj3v (PDF, 3.4 MB). 

20. See Medicare Payment Advisory Commission, “Chapter 4: Physician and Other Health Professional 
Services,” Report to the Congress: Medicare Payment Policy (March 2019), pp. 100–108, https://go.usa.gov/ 
xVhWU (PDF, 367 KB). 

21. See Medicaid and CHIP Payment and Access Commission, “Key Findings on Access to Care,” https://go.usa.gov/ 
xV4X7. 

http:https://go.usa.gov
http:https://go.usa.gov
http:https://tinyurl.com
http:times.19
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only a portion of their health care (with few or no out-of-pocket expenses). According to 
the March 2018 VA Inspector General Report, access to health care—including wait times, 
scheduling practices, and the distance to facilities—continues to be an issue for VA.22 To 
address those issues, the VA MISSION Act of 2018 (which went into efect in June 2019) 
expanded VA’s capacity to provide health care at non-VA facilities for eligible veterans. 

Question. Te CBO report states: “Public spending would increase substantially relative to 
current spending if everyone received long-term services and supports benefts.” 

• What are long-term services and supports (LTSS) benefts and who receives them under 
the current system? 

• How are these benefts covered now? What is the role of the states in funding the benefts? 

• How would utilization change if these benefts were made free for patients? 

• Please discuss the Community Living Assistance Services and Supports (CLASS) pro-
gram. What was the program? What was the CBO cost estimate (both within the 10-year 
window and beyond)? Why did this program never go into efect? Was this program 
repealed? 

Answer. Long-term services and supports include a range of health services and other types of 
assistance to people who have difculty completing self-care tasks because of disabling con-
ditions or chronic illnesses. LTSS care is provided in nursing homes and other institutional 
settings, in people’s homes, and in community-based settings. LTSS includes care furnished 
by paid providers and by unpaid family members and friends.23 

Funding for LTSS. Public and private entities spent an estimated $366 billion on LTSS in 
2016.24 Public sources accounted for 70 percent of that total spending. Medicaid (including 
both federal and state payments) accounted for 42 percent, Medicare accounted for 22 per-
cent, and other public sources (such as the Veterans Health Administration) accounted for 
6 percent. Many of the people who receive Medicaid benefts for LTSS use their own funds 
to pay for such services before they qualify for Medicaid. Out-of-pocket payments accounted 
for 16 percent of spending on LTSS in 2016. Payments by private insurance and other 
private sources make up a small portion of LTSS spending. 

Changes in Utilization of LTSS Care If It Was Free. Utilization of LTSS would increase if 
those benefts had little or no cost sharing. Demand for such care would increase among 
those who would otherwise use their own funds to pay for it. Much of LTSS is unpaid (or 
informal) care currently 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. Tat efect could be particularly large if the single-payer plan covered home- and 
community-based services, which many people prefer to care in an institution. 

22. See Department of Veterans Afairs, Ofce of Inspector General, “Audit of Veteran Wait Time Data, Choice 
Access, and Consult Management in VISN 15” (March 13, 2018), https://go.usa.gov/xV4kc. 

23. See Erica L. Reeves and MaryBeth Musumeci, Medicaid and Long-Term Services and Supports: A Primer 
(Kaiser Family Foundation, December 2015), https://tinyurl.com/y45ybqnr. 

24. See Congressional Research Service, Who Pays for Long-Term Services and Supports? (August 2018), https:// 
fas.org/sgp/crs/misc/IF10343.pdf (340 KB). Experts disagree on whether skilled nursing facility care and 
home health care covered under Medicare should be classifed as LTSS. In the estimates presented in this 
response, spending on those services under Medicare is included in the total estimated spending on LTSS. 

https://tinyurl.com/y45ybqnr
https://go.usa.gov/xV4kc
http:friends.23
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Te CLASS Program. Te ACA authorized a national, voluntary insurance program—known 
as the Community Living Assistance Services and Supports program—that was intended to 
help people cover the cost of LTSS. Te CLASS program, which was never implemented, 
would have allowed working adults to make premium contributions for fve years before 
being eligible to claim benefts under the program. Tey would have been required to be 
actively employed or to have earned an income for at least three of the frst fve years of 
enrollment in the program. In addition, eligible workers could not have been excluded 
because of their health status or preexisting conditions. Te program would have provided a 
daily cash beneft if a person had difculty with at least two activities of daily living.25 

CBO estimated that the diference between the premiums and costs in the initial years of 
the CLASS program would result in net federal savings of $70 billion over the frst 10 years 
because no benefts would have been paid out in the frst fve years of the program. However, 
CBO also reported that the program would increase budget defcits in later years by far more 
than the savings in the frst 10 years.26 

Designing a program that would have been actuarially sound proved to be a challenge 
because it would have needed to attract enough relatively healthy enrollees to ensure that 
the program’s premiums and the interest on those premiums were adequate to pay for future 
benefts. But the program would have been most appealing to people with the greatest likeli-
hood of needing care, and people might have postponed enrolling in the program until they 
became at risk for being disabled. Because of those challenges, the Secretary of Health and 
Human Services announced in 2011 that she did not “see a viable path forward for CLASS 
implementation,” and the program was later repealed in January 2013.27 

Question. Te CBO report highlights several issues hospitals might face if there was a shift to 
single-payer health care: “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 government could own the hospitals and employ the physicians, as it currently 
does in most of the VHA system.” 

• What is the hospital ownership structure in the United States today? 

• How would the quality of care change during a transition if the government takes more of 
a responsibility in the ownership of hospitals? 

• What other changes could hospitals see if we change to a single-payer system? 

25. See Joanne Kenen, “Te CLASS Act (Updated),” Health Afairs, Health Policy Brief (November 2011), 
www.healthafairs.org/do/10.1377/hpb20111117.188451/full/. 

26. See Congressional Budget Ofce, Measuring the Costs of Federal Insurance Programs: Cash or Accrual? 
(December 2018), www.cbo.gov/publication/53921, and “Estimating the Budgetary Efects of the Afordable 
Care Act,” CBO Blog (June 17, 2014), www.cbo.gov/publication/45447. 

27. See Joanne Kenen, “Te CLASS Act (Updated),” Health Afairs, Health Policy Brief (November 2011), 
https://www.healthafairs.org/do/10.1377/hpb20111117.188451/full/. 

https://www.healthaffairs.org/do/10.1377/hpb20111117.188451/full
www.cbo.gov/publication/45447
www.cbo.gov/publication/53921
www.healthaffairs.org/do/10.1377/hpb20111117.188451/full
http:years.26
http:living.25
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Answer. Currently, there are 6,210 hospitals in the United States. Of that total, 5,262 (or 
85 percent) are community hospitals, which are nonfederal, short-term general and specialty 
hospitals.28 Both private and public entities own hospitals. Specifcally: 

• 48 percent are privately owned not-for-proft community hospitals; 

• 21 percent are privately owned for-proft community hospitals; 

• 16 percent are state and local government community hospitals; 

• 3 percent are federal government hospitals; 

• 10 percent are nonfederal psychiatric hospitals; and 

• 2 percent include nonfederal long-term care hospitals and hospital units within an 
institution, such as prison hospitals or school infrmaries.29 

Among community hospitals, 56 percent are private not-for-proft hospitals, 25 percent are 
for-proft hospitals, and 18 percent are owned by a state or local government. 

Te quality of care delivered in a hospital is not necessarily determined by its form of own-
ership. Depending on other features of a single-payer system, such as hospital payment rates, 
publicly owned hospitals under a single-payer system might provide better or worse care on 
average than privately owned hospitals under the current system. Te transfer of ownership 
from private to public might be disruptive to the daily operation of hospitals, however. Such 
disruption might negatively impact the quality of care for patients. 

Te efects of a single-payer system on hospitals would depend on the system’s design. A 
key design feature would be the method of determining payments to hospitals. Under one 
approach that has been discussed, hospital payment rates would be set to equal Medicare 
rates, which are much lower on average than the rates that private insurers pay hospitals for 
their commercial plans and much higher than the “base rates” paid by Medicaid. However, 
after accounting for additional payments from state Medicaid programs to hospitals that are 
not tied to particular admissions, Medicaid payment rates are similar to—and may even be 
greater than—Medicare rates.30 

On balance, CBO expects that a single-payer system that paid hospitals using Medicare rates 
would result in a substantial decline in hospitals’ average payment rates. Such a system would 
place considerable fnancial pressure on hospitals, particularly those that derive a substantial 
share of their business from commercially insured patients. 

28. According to the defnition developed by the American Hospital Association, the specialty hospitals captured 
in the defnition of community hospitals include those that focus on areas such as obstetrics and gynecology; 
eye, ear, nose, and throat; long-term acute care; rehabilitation; and orthopedics. Excluded are psychiatric 
hospitals and hospitals not accessible by the general public, such as prison hospitals and college infrmaries. 

29. See American Hospital Association, “Fast Facts on U.S. Hospitals, 2019” (accessed June 13, 2019), https:// 
tinyurl.com/y8nquhjs. 

30. For analyses of how Medicaid hospital payment rates compare with Medicare rates, see Devin A. Stone, 
Bridget A. Dickensheets, and John A. Poisal, “Comparison of Medicaid Payments Relative to Medicare Using 
Inpatient Acute Care Claims From the Medicaid Program: Fiscal Year 2010–Fiscal Year 2011,” Health Services 
Research, vol. 53, no. 1 (February 2018), pp. 326–340, http://doi.org/10.1111/1475-6773.12645; Medicaid 
Payment Advisory Commission, Medicaid Hospital Payment: A Comparison Across States and to Medicare, 
Issue Brief (April 2017), https://go.usa.gov/xp5sf (PDF, 250 KB); and Tomas M. Selden and others, “Te 
Growing Diference Between Public and Private Payment Rates for Inpatient Hospital Care,” Health Afairs, 
vol. 34, no. 12 (December 2015), pp. 2147–2150, http://doi.org/10.1377/hlthaf.2015.0706. 

http://doi.org/10.1377/hlthaff.2015.0706
https://go.usa.gov/xp5sf
http://doi.org/10.1111/1475-6773.12645
http:rates.30
http:infirmaries.29
http:hospitals.28
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A single-payer system could also yield some fnancial benefts for hospitals. Tey would not 
have the administrative costs associated with multiple insurers for billing and prior authori-
zations. If the single-payer system required no cost sharing, hospitals would no longer incur 
the administrative expense of billing patients for their portion of the bill. Hospitals would 
treat fewer uninsured patients and provide less uncompensated care, although the decline in 
the number of uninsured patients would depend on who was eligible for coverage under the 
single-payer system. Te reduction in the amount of uncompensated care would be particu-
larly benefcial for hospitals that currently provide a substantial amount of such care. 

Question. Te CBO report states: “Te 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 exist-
ing facilities.” CBO produced a report in 2016 entitled Projecting Hospitals’ Proft Margins 
Under Several Illustrative Scenarios.31 In the report CBO found that “about 27 percent of 
[hospitals] had negative proft margins (in other words, they lost money) in that year.” 

• According to the 2016 CBO report, what were the future projections of hospital margins 
in the U.S.? 

• What were the major factors that were driving more hospitals into fnancial distress? 

• What would happen if all hospitals received only the Medicare reimbursement rate? 

• Would the shift to universal Medicare reimbursement rates have a diferent impact on 
urban and rural hospitals? 

• How many hospitals are closing in the United States? Is there a diferential rate between 
urban and rural hospital closures? What factors are hurting rural hospitals? 

• In other countries, has the government had to save hospitals by buying them? 

• If CBO were to score a single-payer proposal, could CBO provide a dynamic score? What 
elements does CBO use to do a dynamic score? Would CBO look at the efect of such a 
plan on jobs? Would CBO look at hospital closures? Would CBO look at the efect on the 
economy? 

Answer. CBO’s 2016 analysis of hospital margins was intended to demonstrate the fnancial 
pressures that hospitals will face in the future as a result of various changes, including the 
provisions of the ACA that reduced Medicare payment updates and expanded insurance 
coverage. Hospitals’ actual fnancial experience will depend on their responses to those 
fnancial pressures. 

Te Results of CBO’s 2016 Analysis. To illustrate possible outcomes, CBO projected hospitals’ 
proft margins under several scenarios.32 Under one scenario, CBO assumed that hospitals 
would increase their productivity at the same rate as productivity growth in the economy as 
a whole and that they would use all of those productivity gains to reduce their costs. Under 
that scenario, CBO projected, 41 percent of hospitals would have a negative margin in 2025, 
and the average margin of hospitals in that year would be 3.3 percent. By comparison, in 
the base year for the analysis (2011), 27 percent of hospitals had a negative margin, and the 

31. See Tamara Hayford, Lyle Nelson, and Alexia Diorio, Projecting Hospitals’ Proft Margins Under Several 
Illustrative Scenarios, Working Paper 2016-04 (Congressional Budget Ofce, September 2016), www.cbo.gov/ 
publication/51919. 

32. A hospital’s proft margin is equal to its revenues minus its costs, expressed as a percentage of its revenues. 

http:www.cbo.gov
http:scenarios.32
http:Scenarios.31
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average margin was 6.0 percent. Under the other scenarios CBO examined, the fnancial 
performance of hospitals was projected to be worse. 

CBO found that the main factor contributing to smaller or negative margins for hospitals 
in the future was the ACA’s reduction in Medicare payment updates. Under current law (as 
specifed by the ACA), Medicare’s annual update to hospital payment rates is equal to the 
percentage change in the average price of hospitals’ inputs (such as labor and supplies) minus 
the estimated growth in productivity in the economy overall. 

Te analysis focused on about 3,000 hospitals that provide acute care and are subject to 
the cuts in Medicare’s payment updates; thus, it excluded most rural hospitals. Most rural 
hospitals are designated as critical access hospitals, and Medicare pays 101 percent of their 
reasonable costs for inpatient and outpatient care. 

Te Efects of Paying All Hospitals Using Medicare Rates. On average, a shift to a single-payer 
system that paid all hospitals using Medicare rates would reduce payment rates to hospitals 
substantially compared with the rates that private insurers pay in their commercial plans. 
A working paper produced by CBO in 2017 found that the rates paid by private insurers 
for their commercial plans for hospital inpatient care were nearly 90 percent higher than 
Medicare rates on average.33 Te reduced payment rates would lower the total revenue of 
hospitals substantially and cause many to change their structure to lower costs. If all hospitals 
were paid 100 percent of Medicare fee-for-service rates, some would close unproftable 
departments or close entirely, and fewer new hospitals would be built in the future, reducing 
access to care. 

Te efects of paying all hospitals using Medicare rates under a single-payer system would 
vary by hospital. For example, the efects would vary according to the percentage of patients 
that otherwise would have been commercially insured under current law (as opposed to 
uninsured or covered by Medicare or Medicaid). Hospitals that derive a large percentage of 
their revenue from commercially insured patients would sufer the greatest loss of revenue. 
Te efects would also vary because the extent to which commercial payment rates for hospi-
tals exceed Medicare rates varies by geographic market and by hospital within those markets. 

Te Impact of a Single-Payer System on Rural Hospitals. Te fnancial viability of rural hospitals 
under a single-payer system would depend on the quantity of care they delivered and on the 
specifc payment policies established for those hospitals. If a single-payer system required lit-
tle or no cost sharing, the quantity of care delivered by rural hospitals would tend to increase. 
Compared with urban hospitals, rural hospitals have higher costs for uncompensated care 
as a share of their total expenses and a lower share of patients covered by private insurance 
(which generally has higher payment rates than Medicare). As a result, a shift to Medicare 
payment rates combined with increased quantity of care would have smaller efects on rural 
than urban hospitals in most cases and some rural hospitals would beneft. For rural hospitals 
overall, the efects on total revenue and people’s access to care are unclear. 

Under the current system, most rural hospitals receive higher payments from Medicare than 
they would receive under Medicare’s standard payment methods. Under the most common 
program, Medicare pays hospitals that are designated as critical access hospitals 101 percent 
of their reasonable costs for inpatient and outpatient care. If the current Medicare payment 
method for rural hospitals was retained under a single-payer system, the payment rates to 
rural hospitals for current Medicare benefciaries would stay the same. Alternatively, payment 

33. See Jared Lane Maeda and Lyle Nelson, An Analysis of Private-Sector Prices for Hospital Admissions, 
Working Paper 2017-02 (April 2017), www.cbo.gov/publication/52567. 

www.cbo.gov/publication/52567
http:average.33
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rates for current Medicare benefciaries would be lower if rural hospitals were paid Medicare’s 
standard payment rates under a single-payer system. 

Several states also target supplemental payments, such as disproportionate share hospital 
(DSH) payments, to rural hospitals.34 (DSH payments under Medicaid provide fnancial 
assistance to hospitals that serve a large proportion of Medicaid enrollees and other low-
income patients.) Whether rural hospitals would receive similar or lower revenues for their 
current Medicaid benefciaries would depend in part on whether such supplemental pay-
ments were provided under the single-payer system. 

Factors Causing Financial Distress. A recent report by GAO found that 113 hospitals closed 
from 2013 through 2017. During that period, a slightly greater share of rural hospitals 
closed than urban hospitals. GAO estimated that 64 rural hospitals and 49 urban hospitals 
closed between 2013 and 2017—about 3 percent of all rural hospitals in 2013 and about 
2 percent of all urban hospitals in 2013, respectively.35 Te report found that rural hospital 
closures were generally caused by fnancial difculties, and it listed several factors that 
might explain the greater fnancial strains faced by rural hospitals. Tose factors include 
lower demand stemming from increased competition from other providers and a decline in 
the rural population, as well as lower payments from Medicare as a result of sequestration 
(automatic spending cuts that occur through the withdrawal of funding for certain govern-
ment programs) and lower Medicare payments for bad debt as a result of a change in law.36 
By contrast, increased Medicaid enrollment under the Afordable Care Act appears to have 
improved the fnancial status of rural hospitals as those enrollees have been provided with 
greater amounts of care than they would have otherwise received and hospitals have received 
payments for some care that would otherwise have been uncompensated. 

CBO does not have information on whether the governments of other countries have taken 
over ownership of hospitals under fnancial distress. 

Dynamic Analysis of a Single-Payer Proposal. In a dynamic analysis, CBO takes into account 
changes that would afect total output in the economy, such as changes in labor supply, 
household saving, investment, and aggregate demand for goods and services. Tose broad 
macroeconomic changes resulting from legislation can themselves have additional budgetary 
consequences. 

If provided enough time to undertake the complex modeling required to estimate the macro-
economic efects of a single-payer system, CBO could provide an assessment of those efects. 
To do so, the agency would analyze the efects of the proposed changes on labor markets, 
household saving, investment, aggregate demand, and output. 

Establishing a single-payer health care system would afect the economy and the federal bud-
get in various ways. Efects on people’s disposable income and changes in the distribution of 
such income among households would alter overall demand for goods and services, thereby 
afecting output. In addition, depending on how the government fnanced the system— 
through higher taxes or borrowing—people’s incentives to work and save and businesses’ 
incentives to invest could change. 

34. See Medicaid and CHIP Payment and Access Commission, “Rural Hospitals and Medicaid Payment Policy” 
(August 2018), https://go.usa.gov/xy6k5. 

35. See Government Accountability Ofce, Rural Hospital Closures: Number and Characteristics of Afected 
Hospitals and Contributing Factors, GAO-18-634 (September 2018), www.gao.gov/products/GAO-18-634. 

36. Te Middle Class Tax Relief and Job Creation Act of 2012 reduced the share of Medicare benefciaries’ bad 
debt for which Medicare reimbursed hospitals beginning in fscal year 2013. 

www.gao.gov/products/GAO-18-634
https://go.usa.gov/xy6k5
http:respectively.35
http:hospitals.34
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When deciding how much to work, for example, people consider not only the higher earn-
ings from working more hours but also the resulting diference in after-tax income. Among 
people already working, if tax rates were increased to fnance a single-payer system, such 
increases would have two opposing efects. One is the substitution efect, in which marginal 
tax rates increase: People tend to work fewer hours because other uses of their time become 
relatively more attractive.37 Another is the income efect, in which after-tax income drops 
from what people would have otherwise earned: People tend to work more hours because 
having less after-tax income requires additional work to maintain the same standard of 
living. On balance, the frst efect appears to be greater than the second, according to CBO’s 
assessment of relevant research. Increases in marginal tax rates, on net, decrease the supply of 
labor by causing people already in the labor force to work less.38 

Any dynamic analysis would include a quantitative assessment of the overall impact of the 
proposal on the economy and on employment but would not include a specifc analysis of 
hospital closures. Other important issues of interest to policymakers—such as efects on the 
quality and availability of health care and the ways in which the economic circumstances 
and health of various groups of people would be afected diferently—would be discussed 
qualitatively. 

Question. Te CBO report states: “By contrast, proposals to establish single-payer systems 
often prohibit substitutive insurance because of concerns that it might interfere with the 
operation of the public plan.” 

• What is substitutive insurance? 

• How would substitutive insurance interfere with the public plan? What has happened in 
countries such as England? 

• Today, how many Americans have private insurance plans? What are examples of such 
plans? What are Medicare Advantage plans? Are they private insurance plans? How many 
seniors are enrolled in Medicare Advantage plans today? Why do seniors choose these 
plans? 

Answer. Substitutive insurance is a type of private insurance that duplicates the benefts 
of a single-payer health plan. It could be ofered to people who are not eligible for the 
single-payer system, such as noncitizens who have recently entered the country or are 
temporary visitors. Substitutive insurance could also be an alternative source of coverage if 
people were allowed to opt out of the single-payer system. 

Efects of Substitutive Insurance on a Single-Payer System. If substitutive insurance was allowed, 
some people, such as those with high income, might prefer to purchase substitutive insur-
ance that ofered more generous benefts or greater access to providers. If providers were 
allowed to participate in both the single-payer system and the substitutive insurance market 
and if providers’ payment rates in the substitutive insurance plan were higher than in the 
single-payer system, they might prioritize the treatment of those enrollees. As a result, if 
many people enrolled in substitutive insurance, patients in the single-payer health care plan 
might experience longer wait times. 

37. Te marginal tax rate is the percentage of an additional dollar of income from labor or capital that is paid in 
taxes. 

38. See Congressional Budget Ofce, How the Supply of Labor Responds to Changes in Fiscal Policy 
(October 2012), www.cbo.gov/publication/43674. 

www.cbo.gov/publication/43674
http:attractive.37
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Allowing substitutive insurance could beneft some patients and providers. For example, 
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 inno-
vative design features to compete with the public plan, such as selectively contracting with 
higher-quality providers. Tat might encourage all providers to improve the quality of their 
care, which could also beneft publicly insured patients. Allowing private plans might also 
increase providers’ income. 

In the United Kingdom, for instance, about 11 percent of the population has some form of 
private insurance. Not all of those policies provide comprehensive major medical coverage 
that duplicates the benefts of the public plan. For example, few policies cover costs associ-
ated with pregnancy, childbirth, the care of newborns, or treatment for mental health, and 
none cover emergency care, accidents, or general practice visits. Additionally, those policies 
may have various restrictions, such as taking efect only if the wait times in the National 
Health Service (NHS) system are longer than a certain period, restricting which private 
hospitals patients can use without additional payment, or only covering certain conditions 
(for instance, cancer or cardiac care). 39 Te private market shares the physician workforce 
with the NHS system. Te vast majority of specialists are employed by the NHS (about 
85 percent) and see private patients on their own time.40 

Private Health Insurance in the United States. Some examples of private insurance plans 
include employment-based insurance, Medicare Advantage (MA), Medicare Part D (the 
prescription drug beneft), and nongroup plans that people purchase through the health 
insurance marketplaces or directly from insurers or brokers. CBO estimates that, among 
the population under age 65, 159 million people have employment-based insurance and 
14 million people have nongroup coverage in 2019.41 In addition, CBO estimates that 
47 million people are enrolled in Part D for prescription drug benefts and 22 million people 
are enrolled in Medicare Advantage for health care benefts (about 38 percent of Medicare 
enrollees).42 All of those estimates re ect average monthly enrollment over the course of the 
year. 

Medicare Advantage plans are private plans that deliver the benefts of the Medicare program. 
Benefciaries have a choice of enrolling in traditional Medicare or MA. MA plans must 
ofer benefts that are at least as comprehensive as traditional Medicare and cover all Part A 
(Hospital Insurance) and Part B (Medical Insurance) services. In addition, MA plans must 
include a limit on out-of-pocket expenses, which is not required in traditional Medicare. 
Te beneft design of MA plans can vary widely in terms of the extent of extra benefts, cost 
sharing, premiums, and provider networks. MA plans also can ofer supplemental benefts, 
such as dental and vision coverage or reduced premiums for prescription drug coverage.43 

39. See Commission on the Future of Health and Social Care in England, Te UK Private Health Care Market 
(2014), https://tinyurl.com/y37zg72s. 

40. Ibid. 

41. See Congressional Budget Ofce, Federal Subsidies for Health Insurance Coverage for People Under Age 65: 
2019 to 2029 (May 2019), www.cbo.gov/publication/55085. 

42. See Congressional Budget Ofce, “Medicare—CBO’s May 2019 Baseline” (May 2019), www.cbo.gov/ 
system/fles/2019-05/51302-2019-05-medicare_0.pdf (203 KB). 

43. See John Bertko and others, Medicare Advantage: Better Information Tools, Better Benefciary Choices, Better 
Competition (November 2017), https://tinyurl.com/y5uehdrr (PDF, 674 KB). 

https://tinyurl.com/y5uehdrr
http:www.cbo.gov
www.cbo.gov/publication/55085
https://tinyurl.com/y37zg72s
http:coverage.43
http:enrollees).42
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Some people choose to enroll in MA plans because they typically ofer extra benefts—such 
as reduced cost sharing on Medicare benefts and, in some cases, coverage for dental, vision, 
or hearing services—and because of MA’s out-of-pocket limit on medical expenses. MA 
patients face a more restricted network of providers, and they may need to receive prior 
approval before seeing a specialist or before receiving certain treatments. 

Question. Tere are several sections of the report that mention “utilization management” and 
choices that would need to be made about what services and treatments would be covered 
in a single-payer system. For example, the CBO report states: “An independent board could 
recommend whether or not new treatments and drugs should be covered after their clinical 
and cost-efectiveness had been demonstrated—a role fulflled in England by the National 
Institute for Health Care and Excellence.” 

• What does CBO mean by “utilization management”? 

• What trade-ofs and risks would occur if there is no control compared to too much 
control? 

• How do we make these decisions now for federal programs such as Medicare or the ACA? 

• What is the United States Preventive Services Task Force? What are some examples of 
recommendations that have been made from them? 

• Under a single-payer system what types of decisions would be made regarding covered 
treatments and drugs? What are some examples? 

Answer. Utilization management refers to methods used by or on behalf of payers to manage 
health care costs by in uencing decisions about patient care.44 Utilization management 
includes review of care prior to its provision and more intensive management of high-cost 
patients. Prior review involves the payers’ assessment of the appropriateness of proposed 
procedures or services. High-cost case management focuses on patients with past or expected 
large medical expenditures. Trough an assessment of individual needs, alternative treatment 
options with lower costs might be identifed. Retrospective review (that is, review of claims 
after the provision of care) is not typically considered utilization management. Payers could 
use the information from retrospective review for provider education programs and to select 
providers for their networks. 

Trade-ofs and Risks of Utilization Management. On the one hand, the use of cost-contain-
ment techniques through utilization management could reduce waste in the system and 
lower the growth of total health care spending. In a system in which the provision of care 
was limited by its supply, the reduction or elimination of unnecessary care would free up 
providers’ time, thus improving access to care for those who need it compared with allocation 
of care in some other way, such as by using a waiting list. On the other hand, a payer’s 
assessment of the appropriateness of care might difer from that of the patient or the pro-
vider. Greater control by a payer over a patient’s choices of services could also adversely afect 
access to and quality of care for that patient. Less spending on medical services could also 
alter manufacturers’ incentive to develop new technologies or providers’ incentive to invest in 
capital, which could afect patients’ choices over the longer term. 

44. See Institute of Medicine (U.S.) and Committee on Utilization Management by Tird Parties, Marilyn 
Jane Field and Bradford H. Gray, eds., Controlling Costs and Changing Patient Care? Te Role of Utilization 
Management (National Academies Press, 1989), https://tinyurl.com/yxmkl2lf. 

https://tinyurl.com/yxmkl2lf
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How Federal Programs Make Tese Decisions Now. In the United States, public programs have 
implemented few utilization management programs directly. Private insurers participating 
in public programs—such as Medicare Advantage, Medicare Part D prescription drug 
insurance, and subsidized insurance purchased through the ACA’s marketplaces—have 
increasingly used them to lower costs. For example, some private insurers require prior 
authorization for patients seeking certain care, such as expensive therapies. 

Te U.S. Preventive Services Task Force (USPSTF). Te USPSTF was formed in 1984 to make 
independent, evidence-based recommendations about preventive health care services, includ-
ing medications and screening. Te USPSTF is made up of 16 volunteer members who are 
nationally recognized experts in prevention, evidence-based medicine, and primary care. 
Teir felds of practice and expertise include behavioral health, family medicine, geriatrics, 
internal medicine, pediatrics, obstetrics and gynecology, and nursing. Task force members are 
appointed by the Director of the Agency for Healthcare Research and Quality (AHRQ) to 
serve four-year terms. Members are screened to ensure that they have no substantial con icts 
of interest that could impair the scientifc integrity of the task force’s work. AHRQ has been 
authorized by the Congress to convene the task force and to provide ongoing scientifc, 
administrative, and dissemination support to the task force. 

Te USPSTF’s recommendations are based on a systematic review and synthesis of 
peer-reviewed literature. Te services graded are those that would be provided in a primary 
care setting or that would be received following referral from a primary care provider. Te 
recommendations apply to asymptomatic patients. 

Te USPSTF assigns grades of “A,” “B,” “C,” “D,” and “I” to health care services and pro-
cedures. Te task force recommends that clinicians ofer or provide services with a grade of 
“A” or “B.” Services with a grade of “C” can be recommended to select patients on the basis 
of the provider’s judgment and the patient’s preferences. Te task force discourages the use of 
services with a grade of “D.” When there is insufcient evidence about a given set of services, 
those services receive a grade of “I.” Te task force does not take costs into account when 
deciding the grade given to a preventive health care service. 

In many cases, the USPSTF’s recommendations are tailored to specifc populations. For 
example, the grade for abdominal aortic aneurysm screening depends on patients’ sex, age, 
and smoking history. Te task force’s recommendations are made available on its website 
(www.uspreventiveservicestaskforce.org/BrowseRec/Index) and in peer-reviewed publications. 

Some examples of recommendations from the USPSTF include: 

• Screening for colorectal cancer starting at age 50 and continuing until age 75 (grade A). 

• Screening for depression in the general adult population, including pregnant and 
postpartum women (grade B). 

• Recommending that all women who are planning or capable of pregnancy take a daily 
supplement containing 0.4 to 0.8 milligrams of folic acid (grade A). 

• Referring adults who are overweight or obese and have additional risk factors for cardio-
vascular disease (CVD) to intensive behavioral counseling—or ofering such services—to 
promote a healthful diet and physical activity for CVD prevention (grade B). 

• Screening for osteoporosis with bone-measurement testing to prevent osteoporotic 
fractures in women age 65 or older (grade B). 

Decisions About Coverage Under a Single-Payer System. To specify the beneft package for a 
single-payer system, policymakers would frst need to decide the set of services to include, 

www.uspreventiveservicestaskforce.org/BrowseRec/Index
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which might encompass the essential health benefts provided by the Afordable Care 
Act, the benefts covered by Medicare or Medicaid, or some other set, perhaps based on a 
cost-efectiveness criterion or the federal government’s willingness to pay to cover certain 
services. Decisions would also need to be made about which new treatments and technol-
ogies would be covered. One approach would be to limit coverage to items or services that 
are judged to be reasonable and necessary for the diagnosis or treatment of illness and injury, 
similar to Medicare’s existing national coverage determination process. 

Alternatively, an independent board could recommend whether or not new treatments 
and drugs should be covered after their clinical efcacy and cost-efectiveness had been 
demonstrated. For example, policymakers would need to decide whether a single-payer 
system would cover gene therapy treatments that might be very costly, such as those that 
treat spinal muscular dystrophy. Another example is whether the single-payer system would 
cover specialty drugs that treat rare conditions but might be costly to develop, or whether 
experimental treatments would be covered. If experimental treatments were covered, poli-
cymakers would need to decide how much evidence would be required before coverage of a 
new treatment was authorized. Policymakers would also need to decide how much to pay for 
DNA tests and new diagnostic tests, and the ways in which medical care could be individual-
ized for patients. 

Question. Te CBO report helpfully provides examples of other countries which have some 
elements of single-payer systems. 

• What are examples of countries that have a more market-based system? 

• What are examples of countries that have hybrid systems, some public and some private, 
and some which are shared? 

• What are examples of controls used in other countries to contain the budgetary impacts 
of their single-payer systems? Can the government decide which treatments to ofer? Can 
they approve use of certain medications? What factors do these governments/systems 
use to determine which treatments to allow and which not to allow? Does cost play a 
role in their decision making? What is the process they use for rare but groundbreaking 
treatments? Could a potential treatment, that doctors might say is reasonable, be denied 
due to decisions that were made by the government or a board? In other countries can the 
government overrule what a patient or guardian would request? 

• Which other countries use global budgets in their single-payer systems? Is it common or 
rare? What would happen to patients in facilities that run out of money before the next 
budget cycle? 

Answer. Germany and Switzerland are examples of countries that have achieved universal 
coverage through a more market-based health care system rather than a single-payer system. 
Tose two countries have a multipayer system, in which people can choose from a number of 
competing private, nonproft insurance plans.45 In Germany, about 90 percent of the pop-
ulation chooses from the more than 100 private, nonproft “sickness funds” that participate 
in the statutory health insurance system. Te rest of the population chooses from private 
insurance plans operating under a separate system. In both Germany and Switzerland, all 
citizens and legal residents are required to have health insurance. 

45. Unless noted otherwise, all of the information on the health care systems of other countries included in 
this response comes from Commonwealth Fund, International Profles of Health Care Systems (May 2017), 
https://tinyurl.com/ybx6hj3v (PDF, 3.4 MB). 

https://tinyurl.com/ybx6hj3v
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Hybrid Health Care Systems. Germany and Switzerland could also be regarded as having 
hybrid systems because each country relies primarily on public fnancing for health care, 
and government bodies in each country regulate the beneft packages that private insurers 
ofer. In Germany, a federal government agency specifes broad requirements concerning the 
beneft package, and a committee consisting largely of representatives of providers and the 
sickness funds has the authority to decide whether specifc services and drugs are included in 
the beneft package. To the extent possible, the committee takes into account studies of the 
comparative efectiveness of diferent treatments. In Switzerland, a federal agency specifes 
the services that must be included in the beneft package by evaluating whether services are 
efective, appropriate, and cost-efective. CBO did not fnd any specifc information on the 
process for approving coverage for new treatments for rare conditions in those countries. 

Cost-Containment Methods in Countries With Single-Payer Systems. Global budgets, which are 
discussed in greater detail below, are commonly used in countries with single-payer systems 
to contain costs. Such countries also contain costs through the prices they pay for medical 
care. Countries with single-payer systems also use various forms of utilization management 
to contain health care spending. In Canada’s single-payer system, some provinces make lower 
payments to specialists when a patient has not been referred by a primary care physician. 
In England, access to specialists generally requires a referral from a primary care physician. 
Taiwan monitors the use of services and costs in near real-time through its information 
technology system to identify wasteful spending and inappropriate care. 

In countries with a single-payer system, the government determines which health care services and 
drugs are covered. Te beneft package typically provides comprehensive major medical coverage, 
including hospital and physician care, mental health services, and diagnostic tests. Prescription 
drugs are covered by most single-payer systems, but not by the Canadian system. For new treat-
ments and technologies, a group of experts generally provides evidence on their cost-efectiveness 
to agencies that make decisions about their coverage or payments. Examples include the National 
Institute for Health Care and Excellence (NICE) in England, the Health Technology Assessment 
division of the Center for Drug Evaluation in Taiwan, and the Canadian Agency for Drugs and 
Technologies in Health in Canada.46 For treatments of rare conditions, other countries with 
single-payer systems generally have a separate process for their appraisals, such as the Highly 
Specialised Technology evaluations by NICE in England.47 Canada is establishing a new federal 
agency, the Canadian Drug Agency, to assess the cost-efectiveness of drugs and negotiate prices, 
and the new agency is tasked with developing a national strategy for drugs that treat rare diseases.48 
Currently in Canada, the cost-efectiveness of cancer drugs is assessed through the pan–Canadian 
Oncology Drug Review, which is a separate review process from other drugs (or the Common 
Drug Review).49 

A potential treatment that a doctor deems reasonable might not be covered by a single-payer 
system. CBO determined that information on whether and under what circumstances 

46. See Center for Drug Evaluation, Taiwan, “Health Technology Assessment” (accessed on October 24, 2019), 
http://www.cde.org.tw/eng/HTA/; and Canadian Agency for Drugs and Technologies in Health (accessed 
on October 24, 2019), https://cadth.ca/about-cadth. 

47. See National Institute for Health Care and Excellence, “NICE Highly Specialised Technologies Guidance” 
(accessed on October 24, 2019), https://tinyurl.com/yybengso. 

48. See Government of Canada, “Moving Forward on Implementing National Pharmacare” (accessed on 
October 24, 2019), https://tinyurl.com/y2gl6o5b. 

49. See Maureen E. Trudeau and others, “Pan-Canadian Oncology Drug Review (pCODR): A Unique Model to 
Support Harmonization of Cancer Drug Funding Decisions in Canada,” Journal of Clinical Oncology, vol. 36, 
supplement 30 (October 2018), pp. 41–41. 

https://tinyurl.com/y2gl6o5b
https://tinyurl.com/yybengso
https://cadth.ca/about-cadth
http://www.cde.org.tw/eng/HTA
http:Review).49
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http:England.47
http:Canada.46


 

 

 

 

22 ANSWERS TO QUESTIONS FOR THE RECORD DECEMBER 20, 2019 

physicians or patients can appeal coverage decisions in countries with single-payer systems 
was not readily available. Some patients in such situations obtain care in other countries. 

Global Budgets. Global budgets (which establish a prospective budget for health care 
spending during a specifed period) are commonly used in other countries with single-payer 
systems. England and Taiwan both set national global budgets for their single-payer systems. 
In Canada, most hospitals operate under annual global budgets. In Australia, Denmark, and 
Sweden, hospitals receive part of their funding through global budgets and part through 
other methods, such as predetermined payments per admission based on the patient’s 
diagnosis. 

One limitation of a global budget is that health care providers might reduce the number of 
services they deliver if it appears their total costs will exceed their budget. Te likelihood 
of this occurring depends partly on how the global budget is determined and updated over 
time. In England, the global budget is allocated to approximately 200 local organizations 
that are responsible for paying for health care. Since 2010, the global budget in England has 
grown by about 1 percent annually in real (in ation-adjusted) terms, compared with average 
real growth of about 4 percent previously. Te relatively slow growth in the global budget 
since 2010 has created severe fnancial strains in the health care system. Providers’ payment 
rates have been reduced, many providers have incurred fnancial defcits, and wait times for 
receiving care have increased. 

Congressman Roy 

Question. CBO estimated in the report that an average of 29 million people per month— 
11 percent of the U.S. residents under the age of 65—were uninsured in 2018. 

• Of the 29 million people who are under the age of 65 and uninsured, how many are 
eligible for health benefts but not enrolled? 

• How many have access to insurance but choose not to purchase it? 

• Who pays for their health care right now, the uninsured population under the age of 65, 
under the current system? For example, if someone receives medical care without cover-
age, who pays for their services? What is the net cost of this coverage? 

Answer. CBO estimates that 30 million people who are under the age of 65 are uninsured 
in 2019. Of those people, CBO estimates that 23 percent are eligible for subsidized coverage 
through a marketplace; 20 percent are noncitizens who are not lawfully present in this 
country; 15 percent are eligible for Medicaid or CHIP but are not enrolled; 12 percent 
have income that is less than 100 percent of the federal poverty level and live in a state that 
did not expand Medicaid; and 30 percent have access to coverage through an employer or 
directly from an insurer but have chosen not to purchase it.50 

Te uninsured seek care in various settings, including physicians’ ofces, community health 
centers, and hospitals. Some uninsured patients pay for their care out of pocket. In some 
cases, they pay a provider’s full charges, which are typically higher than the payments pro-
viders receive from insured patients. In other cases, low-income uninsured patients receive 

50. Te responses to this question are based on CBO’s estimates for 2019. See Congressional Budget Ofce, 
Federal Subsidies for Health Insurance Coverage for People Under Age 65: 2019 to 2029 (May 2019), 
www.cbo.gov/publication/55085. Tat report was published shortly after the release of Key Design 
Components and Considerations for Establishing a Single-Payer Health Care System. 

www.cbo.gov/publication/55085
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charity care—that is, services are furnished by the provider at no cost or at a reduced price. 
Providers can also incur bad debt as a result of treating uninsured patients—that is, the 
provider bills the patient but receives no payment or only a partial payment. 

People who are eligible for Medicaid or CHIP but not enrolled are identifed in most states 
when they go to a hospital. Tose people are regarded as presumptively eligible for a limited 
period. In such cases, Medicaid pays the hospital for the person’s care. Te person must 
fle a complete Medicaid application after leaving the hospital in order to obtain Medicaid 
eligibility for a longer period. In addition, in most states, when people apply for Medicaid 
they can receive retroactive coverage for up to three months before the date of application. 
If, during that period, applicants met Medicaid eligibility criteria and incurred medical 
expenses, Medicaid pays providers for any covered health care services they used. Data are 
not available on the amount that Medicaid spends on hospital care for people determined to 
be presumptively eligible or the amount that Medicaid pays providers under the retroactive 
coverage option. 

CBO is not aware of any recent studies focusing on the amount of health care used by the 
uninsured or the sources of payment for that care. Te most recent such study is of limited 
relevance because it relied on data for 2013 and thus does not capture the efects of the 
insurance coverage expansions under the Afordable Care Act.51 

Te federal, state, and local governments provide fnancial support to providers to help 
ofset the costs of caring for the uninsured. Examples of such support include Medicare and 
Medicaid disproportionate share hospital payments and funding for the Veterans Health 
Administration, community health centers, state and local health departments, and the 
Indian Health Service. 

Question. Would individuals who currently have coverage, roughly 300 million Americans, 
be afected if we moved to a single-payer system? How many individuals who currently have 
coverage would have their coverage disrupted by the potential efects of such an overhaul? 

Answer. If private insurance was eliminated under a single-payer system, people who 
currently have it would enroll in the public plan. Among people under age 65, CBO esti-
mates that 159 million have employment-based insurance in 2019, 14 million have private 
nongroup coverage, and 1 million have coverage through the Basic Health Program.52 Tose 
estimates cannot be added to yield an estimate of the total number of people with private 
insurance because some people report more than one type of coverage. People who currently 
have private insurance would probably need to switch their coverage. Te role of private 
insurance under a single-payer system would depend on its design. For instance, the system 
might eliminate private insurance, or it could retain a role for private insurance, such as by 
ofering benefts that supplement the public plan. 

If current public programs were eliminated, people who currently have public coverage 
would enroll in a new public plan under a single-payer system. Teir covered benefts and 
cost sharing might change, depending on the system’s design. Taking into account people of 

51. See Teresa A. Coughlin and others, Uncompensated Care for the Uninsured in 2013: A Detailed Examination 
(Kaiser Commission on Medicaid and the Uninsured, May 2014), https://tinyurl.com/y45a95aq. 

52. See Congressional Budget Ofce, Federal Subsidies for Health Insurance Coverage for People Under Age 65: 
2019 to 2029 (May 2019), www.cbo.gov/publication/55085. 

www.cbo.gov/publication/55085
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all ages, CBO estimates that there are 75 million enrolled in Medicaid in 2019, 61 million 
enrolled in Medicare, and 7 million enrolled in CHIP.53 

Question. What percentage of total health expenditures is NOT paid for by the federal 
government, which would likely be shifted to the federal government under a single-payer 
system? 

Answer. Currently, national health care spending—which totaled $3.5 trillion in 2017—is 
fnanced through a mix of public and private sources. Private sources paid more than half of 
that amount, and state or local governments paid about one-tenth. Te federal government 
paid 37 percent of the total, or $1.3 trillion.54 Te amount of total health care spending that 
would be shifted to the federal government under a single-payer system would depend on 
the design of the system. Two key design features are the services that would be covered by 
the single-payer system and the amount of cost sharing that would be required. In a system 
covering a comprehensive set of benefts with little cost sharing, the shift of national health 
care spending from other payers to the federal government would be substantial. 

Question. Te report stated that roughly 29 million people do not have coverage, and 
11 million of those individuals are not legally present in the United States. Has CBO done 
analyses on the federal spending impact of those 11 million people, including the net impact 
on healthcare spending? If so, please include the relevant responses. 

Answer. An average of 11 million people per month in 2018 were estimated to be noncit-
izens who were not lawfully present, and about half of the 11 million people had health 
insurance that year (mainly through private insurers).55 Noncitizens who are not lawfully 
present are ineligible for most federal programs, including Medicare, Social Security, 
Supplemental Security Income, the Supplemental Nutrition Assistance Program, subsidies 
for nongroup health insurance, Pell grants and federal student loans, and unemployment 
insurance.56 Noncitizens who are not lawfully present are not eligible to enroll in Medicaid. 
However, Medicaid pays hospitals for emergency services provided to noncitizens who are 
not lawfully present if they would have qualifed for Medicaid if not for their immigration 

53. See Congressional Budget Ofce, “Medicaid—CBO’s May 2019 Baseline” (May 2019), www.cbo.gov/ 
system/fles/2019-05/51301-2019-05-medicaid.pdf (139 KB); “Medicare—CBO’s May 2019 Baseline” 
(May 2019), www.cbo.gov/system/fles/2019-05/51302-2019-05-medicare_0.pdf (203 KB); and “Children’s 
Health Insurance Program—CBO’s May 2019 Baseline” (May 2019), www.cbo.gov/system/fles/2019-
05/51296-2019-05-chip.pdf (171 KB). 

54. Te estimates of national health care spending by source of payment are from Centers for Medicare & 
Medicaid Services, National Health Expenditure Accounts, “National Health Expenditures by Type of 
Service and Source of Funds: Calendar Years 1960–2018” (accessed February 15, 2019), https://go.usa.gov/ 
xEUS6. Te estimates of national and federal spending on health care include spending on investment in 
the medical sector, which accounts for 5 percent of national spending on health care and 3 percent of federal 
spending on health care. Te estimates of federal spending for Medicare exclude the efects of premiums and 
other ofsetting receipts. Te estimates do not account for tax subsidies, such as the federal tax exclusion for 
employment-based health insurance. 

55. See Congressional Budget Ofce, Key Design Components and Considerations for Establishing a Single-Payer 
Health Care System (May 2019), www.cbo.gov/publication/55150. 

56. See Congressional Budget Ofce, How Changes in Immigration Policy Might Afect the Federal Budget 
(January 2015), www.cbo.gov/publication/49868. 

www.cbo.gov/publication/49868
www.cbo.gov/publication/55150
http:https://go.usa.gov
www.cbo.gov/system/files/2019
www.cbo.gov/system/files/2019-05/51302-2019-05-medicare_0.pdf
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status.57 In fscal year 2018, federal Medicaid spending on emergency services provided to 
such people was $1.6 billion, or 0.4 percent of total federal spending on Medicaid.58 

Noncitizens who are not lawfully present are generally not eligible to enroll in CHIP. 
However, since 2002, states have had the option to cover prenatal care to women regard-
less of their immigration status by extending CHIP eligibility to the unborn child. As of 
January 2019, 16 states had exercised that option.59 No data are available on the number of 
noncitizens who are not lawfully present who have received such services under CHIP. 

Question. Te report states, “participants would not have a choice of insurer or health 
benefts... the benefts provided by the public plan might not address the needs of some 
people.” 

• Can you elaborate on what that means? Te plan might not address the needs of some 
people? 

• How many people in the US are covered by private insurance? How many are covered by 
a public program? 

Answer. Under a single-payer system that eliminated private insurance entirely, there would 
be only one insurer with a standardized set of benefts. Tus, patients would not have a 
choice of insurer or benefts, and those standardized benefts might not meet the needs of 
some people. For example, certain specialty drugs or expensive new treatments, such as gene 
therapy, might not be covered under a single-payer system. 

CBO estimates that, among the population under age 65 in 2019, average monthly enroll-
ment for people with employment-based insurance is 159 million, and the number of people 
with nongroup coverage is 14 million.60 

Among the entire population, the agency estimates, an average of 61 million people are 
enrolled in Medicare on a monthly basis in 2019: 47 million are enrolled through a private 
insurer in Medicare Part D (for prescription drug benefts) and 22 million are enrolled 
through a private insurer in Medicare Advantage (for health care benefts).61 Average monthly 
enrollment in Medicaid and CHIP is 75 million and 7 million, respectively, in 2019. (Tose 
numbers count people with two sources of coverage, such as Medicare and Medicaid, in both 
categories.) Most Medicaid benefciaries are enrolled in one or more private managed care 
plans.62 

57. See Samantha Artiga and Maria Diaz, Health Coverage and Care of Undocumented Immigrants, Issue Brief 
(Kaiser Family Foundation, July 2019), pp. 3–4, https://tinyurl.com/y48owh5b (PDF, 270 KB). 

58. Tose estimates are from the Medicaid Financial Management Report for Fiscal Year 2018 produced by the 
Centers for Medicare & Medicaid Services. Tat report is not yet publicly available. 

59. See Tricia Brooks, Lauren Roygardner, and Samantha Artiga, Medicaid and CHIP Eligibility, Enrollment, 
and Cost Sharing Policies as of January 2019: Findings From a 50-State Survey (Kaiser Family Foundation, 
March 2019), pp. 10–11, https://tinyurl.com/y4c8n7ye (PDF, 2 MB). 

60. See Congressional Budget Ofce, Federal Subsidies for Health Insurance Coverage for People Under Age 65: 
2019 to 2029 (May 2019), www.cbo.gov/publication/55085. 

61. See Congressional Budget Ofce, “Medicare—CBO’s May 2019 Baseline” (May 2019), www.cbo.gov/ 
system/fles/2019-05/51302-2019-05-medicare_0.pdf (203 KB). 

62. See Congressional Budget Ofce, Exploring the Growth of Medicaid Managed Care (August 2018), 
www.cbo.gov/publication/54235. 

www.cbo.gov/publication/54235
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www.cbo.gov/publication/55085
https://tinyurl.com/y4c8n7ye
https://tinyurl.com/y48owh5b
http:plans.62
http:benefits).61
http:million.60
http:option.59
http:Medicaid.58
http:status.57


 

26 ANSWERS TO QUESTIONS FOR THE RECORD DECEMBER 20, 2019 

Question. A recent Association of American Medical Colleges study found the U.S. will see 
a shortage of up to nearly 122,000 physicians by 2032—this is under current law. Would a 
single payer system in the United States lead to an even greater shortage of physicians in the 
U.S.? 

Answer. CBO has not reviewed the methods and assumptions used in the study by the 
Association of American Medical Colleges. Tat study concluded that the United States will 
face a shortage of physicians, but experts disagree about that. A report by the Institute of 
Medicine reviewed the available studies and concluded that the evidence does not indicate 
that the United States faces such a shortage.63 

If a single-payer system had little or no cost sharing, the demand for physicians’ services 
would tend to rise. If payment rates were reduced, on average, the supply of care from 
physicians would tend to fall. Both of those factors would contribute to a shortage of physi-
cians in the United States. By contrast, the time that was previously spent on administrative 
tasks associated with multiple insurers and utilization management could be used instead to 
increase the supply of care. On net, whether a single-payer system would lead to a shortage of 
physicians would depend on the system’s design. Te government could also implement some 
policies that would increase the supply of physicians, such as increasing subsidies for medical 
education. Lower payments to providers would cause changes in the nature of the health care 
system in the long term, such as leading diferent people to become physicians, and could 
result in greater use of nurse practitioners and physician assistants. Some of the decisions 
involved, such as the scope of practice for health professionals, would be made at the state 
level. 

Question. Has CBO done a report on average wait times for care in the United States under 
current policy? If so, what do average wait times look like? What would average wait times 
look like for a patient under a single-payer system? 

Answer. CBO has not conducted an analysis of average wait times for care under the current 
system or under a single-payer system. Average wait times under a single-payer system would 
depend on the system’s design features, such as the covered services, cost-sharing require-
ments, and providers’ payment rates. For example, if there was little or no cost sharing and 
payment rates were substantially lower than what providers would receive under current law, 
CBO expects that average wait times would increase. 

Question. With respect to Obamacare’s Medicaid expansion, has CBO done any analysis of 
crowd out—both the numbers of people dropping private coverage to enroll in expansion, 
and the Medicaid spending for those individuals? I’ve seen some reports suggesting signif-
cant numbers of people may be dropping private coverage to enroll in Medicaid, Louisiana 
specifcally. Can CBO elaborate on this? 

Answer. CBO has not conducted its own analysis of the extent to which people drop private 
coverage to enroll in Medicaid as a result of the ACA. However, recent peer-reviewed studies 
found mixed results, with some showing little or no evidence of crowding out from Medicaid 

63. See Institute of Medicine, “Chapter 2: Background on the Pipeline to the Physician Workforce,” in Jill Eden, 
Donald Berwick, and Gail Wilensky, eds., Graduate Medical Education Tat Meets the Nation’s Health Needs 
(National Academies Press, 2014), www.nap.edu/read/18754/chapter/4. 
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and others showing some evidence of that phenomenon in certain populations.64 Decker, 
Lipton, and Sommers (2017), Frean, Gruber, and Sommers (2017), and Courtemanche and 
others (2017) found little or no evidence of such crowding out.65 Wehby and Lyu (2018) 
found some evidence of crowding out of private coverage, including both individually 
purchased and employment-based coverage, among certain groups of people, particularly 
among adults ages 19 to 26 and women.66 Sommers, Kenney, and Epstein (2014) examined 
the phenomenon in Connecticut and the District of Columbia, which implemented the 
ACA Medicaid expansion before 2014. Tey found evidence of some crowding out of private 
coverage in Connecticut (accounting for 30 percent to 40 percent of the increase in Medicaid 
coverage), particularly for healthier and younger adults ages 19 to 25, but found no evidence 
of crowding out in the District of Columbia.67 

Te data from Louisiana contribute to the literature that shows some evidence of crowding 
out. Louisiana expanded Medicaid to nonelderly adults with income up to 138 percent of the 
federal poverty level on July 1, 2016. Te data about that experience have not been analyzed 
using methods as rigorous as those applied in many of the peer-reviewed studies, which used 
statistical methods to control for other factors that could cause insurance coverage rates to 
change. One study used two types of analysis and concluded that the Medicaid expansion in 
Louisiana resulted in a substantial crowding out of private coverage.68 

Te frst analysis relied on estimates from a survey of Louisiana residents that found that, 
among other things, the number of nonelderly adults with income up to 138 percent of the 
FPL who had private insurance coverage declined from 2015 to 2017.69 Te biggest decline 
among people in that segment of the population was for employment-based insurance; the 
number of people with such coverage fell from about 181,000 in 2015 to about 140,000 in 
2017. Te crowding-out study characterized the diference between those two numbers 
(about 40,000) as the number of nonelderly adults with income up to 138 percent of 
the FPL who dropped employment-based insurance to enroll in Medicaid. However, the 
decline of 40,000 nonelderly adults with employment-based insurance and income up to 
138 percent of the FPL was mostly due to the fact that the survey estimated a substantial 
decline in the total number of nonelderly adults in that income range in Louisiana (from 

64. See Kaiser Family Foundation, Te Efects of Medicaid Expansion Under the ACA: Updated Findings From a 
Literature Review (August 2019), p. 4, https://tinyurl.com/yxp66v2v (PDF, 1.5 MB). 

65. See Sandra L. Decker, Brandy J. Lipton, and Benjamin D. Sommers, “Medicaid Expansion Coverage Efects 
Grew in 2015 With Continued Improvements in Coverage Quality,” Health Afairs, vol. 36, no. 5 (May 2017), 
pp. 819–825, https://doi.org/10.1377/hlthaf.2016.1462; Molly Frean, Jonathan Gruber, and Benjamin D. 
Sommers, “Premium Subsidies, the Mandate, and Medicaid Expansion: Coverage Efects of the Afordable Care 
Act,” Journal of Health Economics, vol. 53 (May 2017), pp. 72–86, https://doi.org/10.1016/j.jhealeco.2017.02.004; 
and Charles Courtemanche and others, “Early Impacts of the Afordable Care Act on Health Insurance Coverage 
in Medicaid Expansion and Non-Expansion States” Journal of Policy Analysis and Management, vol. 36, no. 1 
(Winter 2017), pp. 178–210, https://doi.org/10.1002/pam.21961. 

66. See George L. Wehby and Wei Lyu, “Te Impact of the ACA Medicaid Expansions on Health Insurance 
Coverage Trough 2015 and Coverage Disparities by Age, Race/Ethnicity, and Gender,” Health Services 
Research, vol. 53, no. 2 (April 2018), pp. 1248–1271, https://doi.org/10.1111/1475-6773.12711. 

67. See Benjamin D. Sommers, Genevieve M. Kenney, and Arnold M. Epstein, “New Evidence on the Afordable 
Care Act: Coverage Impacts of Early Medicaid Expansions,” Health Afairs, vol. 33, no. 1 (January 2014), 
pp. 78–87, https://doi.org/10.1377/hlthaf.2013.1087. 

68. See Chris Jacobs, What You Need to Know About Medicaid Crowd Out (Pelican Institute for Public Policy, 
2019), https://tinyurl.com/vero52f (PDF, 434 KB). 

69. See Stephen R. Barnes and others, “Louisiana Health Insurance Survey, 2017” (sponsored by the Louisiana 
Department of Health), Table 2.5, https://tinyurl.com/y58neud8 (PDF, 1.2 MB). 
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about 900,000 in 2015 to about 715,000 in 2017). When measured on a percentage basis, 
the decline in employment-based coverage among that segment of the population was much 
smaller (from 20.1 percent in 2015 to 19.6 percent in 2017). Moreover, that percentage 
change in employment-based coverage might have been due to changing economic con-
ditions or other factors and cannot be attributed entirely to people choosing to drop their 
coverage. 

In the second analysis, the study focused on people who enrolled in Medicaid in Louisiana 
under the expanded eligibility criteria in August 2017. Te study reported that 36 percent 
of those people had dropped private coverage within 30 days of enrolling in Medicaid. Te 
36 percent fgure appears not to be limited to people who voluntarily dropped their coverage 
before enrolling in Medicaid but also includes people who lost their coverage (for example, 
because of the loss of employment or a change from full- to part-time employment). A 
challenge is to distinguish between people who lost their insurance coverage because of the 
Medicaid expansion (for example, if employers of low-wage workers stopped ofering health 
insurance as a result of the Medicaid expansion) and people who lost private coverage for 
other reasons (such as losing their jobs). Te former represent crowding out and the latter do 
not. 

Question. Finally, and with respect to the budgetary treatment of cost-sharing reductions, 
did CBO tell Budget Committee staf that CBO now assumes that all states will incorporate 
CSRs into their premium estimates over time? On June 8 last year, CBO wrote that it 
“generally expects the costs associated with CSRs to be covered by increases in premiums.”70 
Is CBO required to assume payments will be made in all cases—not some cases, or generally, 
or over time, but in all cases, and in all states? 

Some states, including North Dakota, Vermont, and South Dakota did not allow insurers to 
raise premiums for 2018 after CSR payments stopped. Yet CBO assumed that each of these 
states would do the exact opposite. Did CBO contact these states regarding their insurance 
markets when adjusting the treatment of CSRs in 2018, and when were they contacted? 
Director Hall had previously admitted that he provided incomplete and inaccurate informa-
tion to the Budget Committee Members when asked about this issue at a January 2018 hear-
ing. I am greatly concerned about this issue and would appreciate it if CBO could provide 
clarity on this subject in response to the above QFRs. 

Answer. Starting in the spring of 2018, CBO anticipated in its baseline projections that the 
expenses associated with cost-sharing reductions (CSRs) would be covered in all states by the 
government’s premium tax credits. In most cases, insurers promptly increased premiums to 
accomplish that result.71 However, in the few cases in which states barred such increases in 
2018, the agency projected that premiums were sufcient to cover the cost of CSRs without 
increases for that purpose. In 2019, insurance regulators in all states (but not the District 
of Columbia) have allowed insurers to explicitly increase premiums for silver plans in the 
marketplaces to account for CSRs. 

In preparing its projections, CBO discussed this matter with some insurers and state regula-
tors. For many states—including North Dakota, Vermont, and South Dakota—CBO relied 

70. See Congressional Budget Ofce, letter to the Honorable Mark Meadows providing information about the 
budgetary treatment of cost-sharing reductions (June 8, 2018), www.cbo.gov/publication/53961. 

71. See Congressional Budget Ofce, Federal Subsidies for Health Insurance Coverage for People Under Age 65: 
2019 to 2029 (May 2019), www.cbo.gov/publication/55085, and Federal Subsidies for Health Insurance 
Coverage for People Under Age 65: 2018 to 2028 (May 2018), www.cbo.gov/publication/53826. 

www.cbo.gov/publication/53826
www.cbo.gov/publication/55085
www.cbo.gov/publication/53961
http:result.71
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on information provided by the National Association of Insurance Commissioners and the 
Commonwealth Fund and on information in insurers’ public rate flings for the 2018 plan 
year.72 

Regarding the budgetary treatment of CSRs, if legislation was enacted that appropriated 
funds for direct payments for CSRs, CBO would update its baseline projections to incor-
porate those appropriations and to re ect lower premium tax credits and other efects 
because insurers would no longer increase gross premiums for silver plans ofered through 
the marketplaces to cover the costs of providing CSRs. For such legislation—which would 
change the means of funding the CSR entitlement—CBO would estimate that enactment 
would not afect the federal defcit because the obligations stemming from the entitlement to 
CSRs could be fully satisfed through either a direct payment or higher premiums and larger 
premium tax credits. Tose procedures re ect consultation with the budget committees 
about the baseline and about cost estimates relative to that baseline. 

72. See National Association of Insurance Commissioners, “System for Electronic Rates & Forms Filing” 
(accessed most recently on February 25, 2019), www.serf.com; Sabrina Corlette, Kevin Lucia, and 
Maanasa Kona, “States Step Up to Protect Consumers in Wake of Cuts to ACA Cost-Sharing Reduction 
Payments,” To the Point (blog entry, October 27, 2017), http://tinyurl.com/y728ro2y; and Centers 
for Medicare & Medicaid Services, “Rate Review” (accessed most recently on February 25, 2019), 
https://ratereview.healthcare.gov. 

http:https://ratereview.healthcare.gov
http://tinyurl.com/y728ro2y
http:www.serff.com
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BACKGR UND

Texas  . United States, a case currently before the U.S. CourtofAppeals forthe Fifth Circuit,seeksto overturn
theAffordable CareAct (ACA), a major piece of legislation thatextendssubsidized health insurance coverage 
to millions of people across the country. The court’s decision in the case could be announced any day;
however, regardless ofthe appellate court’s decision, the case maygo to the Supreme Court. Ifthe Supreme 
CourtoverturnstheACA, everystatewlll experience the ramifications. It is extremelydlfflcultto measure the
full Impactofsuch a rullngglven that hundreds offederal and state laws and regulatlonswere enacted or
Issued to enfor e the provisions oftheACA. Moreover, overthe fouryears between the 2010 passage ofthe law
and the 2014 Implementation of majorcoverage provisions oftheACA, complexsystems,such asthosethat
determine ellglbllltyfor Medicaid and the Exchange Marketplace, were developed atthe federal and state levels
in response to the law’s requirements. Health care providers and Insurers also developed systemsto comply
with ACA requirements. It is notslmpleto reverse these widespread changes, ranglngfrom the waylncome is
measured for Medicaid eligibility to how Insurers design health plans and set premiums. Inan amicus brief, the
American HospltalAssoclatlon and other hospital groups arguethatany rullngthatoverturned theACA “would 
disrupt nine years oflnnovatlons that have become enmeshed ¡n the health care landscape [and] wreak havoc 
on health care delivery ¡n this country.”1This brief focuses on the implications of repeal for Massachusetts in
two specific areas: the effects on health Insurance coverage and on federal health care dollarsspentln the
state.Adescrlptlon ofourmethods ¡s found ¡n the appendlxto this brief.

When theACAwas passed ¡n 2010, Massachusetts and slxotherstates had federal Medicaid waivers2in place 
thatexpanded coverage to people nottradltlonallycovered by Medicaid — such as low-income childless
adults.3In Massachusetts, thlswalversupported the developmentand flnanclngofthe subsidized health
Insurance program thatwas a keyelementofthe state s2006 health reform Initiative and coverage expansion. 
As this and other reforms demonstrate, Massachusetts has a longstandlngcommltmentto expanding health

are coverage and has sue essfullycollaborated with varlousstakeholdersto develop policies and programs 
thatsupportac essto health Insurancecoverage.Thlsshared responslbllltyand commltmentenabled
Massachusettsto achieve the hlghestlnsurance rate ¡n the countryeven before theACAwasln place, and to
malntalnthatstatusslnce. However, undera repeal oftheACA, Massachusetts, and otherslmllarlysltuated
states, would need to conslderwhetherltcould return to thesubsldlzed coverage programsand financing
structure ¡n place prlortotheACA. Repeal oftheACAwould cause large Increases ¡n the uninsured, leaving 
Massachusetts and Its resldentsworse offthan theywere before theACAwas Implemented.

[ i ]



       
    

       
       

          
           

            
              

          
          

       
          

        

         

   
       

 
  

 

 
  

 

  
 

 

 

   
 

  

  

 

 

  

  
 

 

    

        
        

           

  

P TENTIAL IMPACT  F FULL REPEAL WITHOUT REESTABLISHM ENT
 F 2006 SUBSIDIZED C VERAGE PR GRAMS

 urestimates are computed assumingthattheACAwas repealed in 2019;we firstestimate coverage and
spending undercurrent law for2019to make those comparisons. Insurance coverage in Massachusettswlll
decrease significantly IftheACA is repealed and the 2006 coverage programs are not reestablished. We esti-
mate that375,000 Massachusetts resldentswould lose health Insurance coverage; seeTable l.A s a result, the
numberofunlnsured people in the statewould nearly triple from about 194,000 to 569,000, and the uninsured
rate would cllmbfrom 3.5 per entto 10.2 per entofthe population under age 65, hereafter referred to asthe
nonelderly population. This means that the uninsured rate would be substantially higher than it was prior to
Implementation oftheACAln 2014and prlorto Implementation ofthestate sown reform effortln 2006. In 2013
(prlorto ACAlmplementatlon), 4.8 per entofthe Massachusetts nonelderly population was uninsured4and in
2006 (prlorto state health reform), 8.3 per entofthe nonelderly Massachusetts population was uninsured.5In
ouranalysls we assume people would lose coverage Immedlatelyln the wake ofa Supreme Court ruling that 
the ACA was unconstitutional.

TABLE 1. HEALTH INSURANCE COVERAGE DISTRIBUTION OF THE NONELDERLY (THOUSANDS OF PEOPLE)

C U R R E N T F U L L  A CA R E P E A L  W IT H O U T F U L L  A CA R E P E A L W IT H
LAW (ACA) 200 6 S U B S ID IZ E D CO V ERA G E PRO G RA M S 200 6 S U B S ID IZ E D CO V ERA G E PRO G RA M S
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E S S E N T IA L C O V E R A G E )

5 ,3 7 2 9 6 .5 % 4 ,9 9 7 8 9 .8 % 3 7 5 6 .7 % 7 .0 % 5 ,3 3 2 9 5 .8 % 4 0 0 .7 % 0 .7 %

E m p lo y e r 3,295 5 9 .2 % 3,429 6 1 .6 % 134 2 .4 % 4 .1 % 3,394 6 1 .0 % 99 1 .8 % 3 .0 %

P r v a te N o n g ro u p 351 6 .3 % 129 2 .3 % 222 4 .0 % 6 3 .3 % 486 8 .7 % 135 2 .4 % 3 8 .4 %

•ConnectorCare 228 4.1% 0 0.0% -228 -4.1% -100.0% 359 6.5% 132 2.4% 57.7%

•Marketplace with Premium
Tax Credits 18 0.3% 0 0.0% -18 -0.3% -100.0% 0 0.0% -18 -0.3% 99.5%

•Unsubsidized Marketplace 44 0.8% 0 0.0% -44 -0.8% -100.0% 0 0.0% -44 -0.8% -100.0%

• ther Nongroup 61 1.1% 129 2.3% 68 1.2% 110.3% 126 2.3% 65 1.2% 106.3%

M ed  ca  d /C H IP 1,647 2 9 .6 % 1,361 2 4 .4 % 286 5 .1 % 1 7 .4 % 1,372 2 4 .7 % 274 4 .9 % 1 6 .6 %

•Disabled 295 5.3% 293 5.3% 1 0.0% 0.5% 294 5.3% 0 0.0% 0.2%

•Medicaid Expansion 260 4.7% 0 0.0% -260 -4.7% -100.0% 0 0.0% -260 -4.7% -100.0%

•Traditional Nondisabled Adult 425 7.6% 420 7.5% 5 -0.1% 1.1% 420 7.5% -4 -0.1% 1.0%

•Nondisabled Medicaid/ 
CHIP Child

667 12.0% 647 11.6% -20 -0.4% 3.0% 658 11.8% 9 -0.2% 1.4%

O th e r P u b l c 79 1 .4 % 79 1 .4 % 0 0 .0 % 0 .0 % 79 1 .4 % 0 0 .0 % 0 .0 %

U N IN S U R E D 1 9 4 3 .5 % 5 6 9 1 0 .2 % 3 7 5 6 .7 % 1 9 2 .6 % 2 3 4 4 .2 % 4 0 0 .7 % 2 0 .6 %

T O T A L 5 ,5 6 6 1 0 0 .0 % 5 ,5 6 6 1 0 0 .0 % 0 0 .0 % 0 .0 % 5 ,5 6 6 1 0 0 .0 % 0 0 .0 % 0 .0 %

Source: The Urban Institute. Health Insurance Policy Simulation Model (HIPSM), 2019.

The largestshare ofthose who would lose coverage are amongthe 260,000 people currentlyenrolled in
MassHealth as a resultoftheACAexpanslon in Medicaid eligibility. These enrollees Include nondisabled child-
less adultswlth Incomes upto 138 per entofthe federal poverty level (FPL), or $17,236 fora single adult in

[ 2 ]
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FIGURE 1.
IF THE ACA IS REPEALED, WHAT COVERAGE
WILL THE MEDICAID EXPANSION POPULATION
HAVE? (THOUSANDS OF PEOPLE)

FIGURE 2.
IF THE ACA IS REPEALED, WHAT COVERAGE
WILL THE SUBSIDIZED PRIVATE NONGROUP
POPULATION HAVE? (THOUSANDS OF PEOPLE)
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Source: The Urban Institute. Health Insurance Policy Simulation Model (HIPSM), 2019.

2019. In the absence oftheACA and the absence ofthe coverage programsthatwere in placein 2006,these 
people would no longer be eligible for Medlcald.Aboutthree-quarters ofthese people (over200,000) would 
become uninsured, while the remalnderwould enroll in othertypes ofcoverage; see Figure 1. People in this 
Income groupgenerally have few alternatlvesour es oflnsurance coverage since manyare unemployed, self-
employed, work part-time, orworkforemployers who do notoffer coverage. Those who do have ac ess to
employer-sponsored coverage mayflnd it difficult to afford the premium contributions and deductibles. Under 
a repeal oftheACA, lessthan one-fifth (47,000) ofthlsgroupwould enroll in employer-sponsored coverage. 
Financial asslstanceto purchase coveragelnthe nongroup marketwould no longer be available.  nly7,000
would purchase private coverage in the nongroup marketwlthout a subsidy.

 ther peoplewho would lose coverage are amongthe roughly 245,000 people currentlyenrolled in Connector- 
Careorln Marketplace planswlth a taxsubsldyto help them afford thelrpremlums.6Under the ACA, someone
with an affordable offerof health Insurance coverage from thelremployerls not eligible forthese subsidies.
This means employer-sponsored coverage is not available to most ConnectorCare and subsidized Marketplace
enrollees, either because they work part-time or because they work for employers that do not offerlnsurance to
anyworker, orthelremployer’s offeroflnsurance is unaffordable, ortheyare self-employed. In the absence of
theACAorthe reestabllshmentofthe state s2006 coverage programs, ConnectorCare and subsidized Market-
place planswould be eliminated, and morethan two-thirds ofthelrenrollees (about 165,000 people) would 
become uninsured; see Figure 2. A little more than one-quarter (64,000 people) would find coverage through an
employer-sponsored plan; it is llkelytheywould be paying a very high premium relative to thelrlncome. Less
than one-tenth (16,000 people) would purchase coverage in the nongroup marketwlthout a subsidy.

ederal spendlngon health careln Massachusettswould drop substantially in the wake oftheACA being
overturned and the state not reestablishing its 2006 coverage programs. Federal fundingforthe state s Medicaid

[ 3 ]



        
       

           
              

        
           

     

           
       

       
      

      
         

     
          
      

              
          

      
     

        
        

     
       

            
             

           
  

  

     
   

   
 

    

 
  

  
 

  

program would decline as eligibility is rolled back. Simultaneously, federal fundlngfor premlumtaxcredlts
(which help Individuals afford thelrcoverage Inthe Health Connector, Massachusetts’ Marketplace) would 
ease. Total federal spending on health care in Massachusetts would fall from $7.2 billion to $4.8 billion per

yearln 2019 dollars, a decline of$2.4 billion; see Figure 3. Atthesame time, state spendlngwould decrease by
$328 million ifno otherchanges were made. Thus total government health spendlngln Massachusettswould
decrease by $2.7 billion, from $11.5 billion to $8.9 billion. These changes would have large consequences for
families, the Commonwealth, and health care providers in the state.

These dramatic decllnesln federal spendlngwould dlrectlyaffect health care providers, assome of their
patlentswould transition from Insured to uninsured. Hospitals and other provlderswho serve the uninsured 
would experience more unpaid bills, or “bad debt.” IftheACAwere overturned in its entlrety,we estimate that 
people losing health coverage would seek at least$400 million in additional uncompensated care, includ-
ing care soughtfrom hospitals, physician offices, prescription drug manufacturers, and other providers.7 This
increase in the demand forfree or reduced-price care would occurin the wake ofthe coverage losses detailed
above, as uninsured residentswithoutthe ability to payfortheircare presented themselves at hospitals, com-
munity health centers, and other health care providers. However, it is unlikely that providerswould meetall of
this increase in demand foruncompensated care, and patients could experience higher levels ofunmet need.

In an unrelated study, an analysis based on cost reports filed by hospitals in Massachusetts found thatthe 2006
health reforms reduced hospital bad debt by26 per ent.8This evidence suggeststhat iftheACA is overturned,
the resultingdecreasein coverage could increasethe level of bad debt experienced by hospitalsto pre-2006
levels. Several otherstudies have found that hospital finances improved in states thatexpanded Medicaid
eligibility underthe ACA relative to states that did notexpand eligibility.9 The studies found that hospital 
spendingon uncompensated care fell and Medicaid revenues rose, resultingin improved margins. Thusthe
evidence stronglysuggests thatoverturningtheACA and substantiallyincreasingthe numberofuninsured
residents could be expected to causesignificantfinancialstrain on hospitals in Massachusetts. Moreover, the
state s Uncompensated Care Pool thatexisted priorto the 2006 reformsto compensate providerswith bad debt
is no longeravailable atthe same levels, having been used to partlyfund the expansion ofcoverage underthe
2006waiver.

FIGURE 3. CHANGES IN FEDERAL AND STATE FUNDING FOR MASSACHUSETTS UNDER ACA REPEAL
(MILLIONS OF DOLLARS)
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Source: The Urban Institute. Health Insurance Policy Simulation Model (HIPSM), 2019.
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P TENTIAL IMPACT  F FULL REPEAL WITH REESTABLISHM ENT
 F 2006 SUBSIDIZED C VERAGE PR GRAMS

The results presented in the previous section assume that Massachusettswould revertto its pre-2006 programs 
and levels of eligibility, before the passage ofthe Commonwealth Care program (which wasthe predecessor 
to the ConnectorCare program). In 2006, Massachusetts passed legislation to establish Commonwealth Care,
provldlngsubsldlzed health Insurancecoverageforadultswlth Income upto300 per entofthe FPLwhowere
Ineligible forother public programs and who were not eligible foremployer-sponsored Insurance orstudent
health insurance.10Given this leadershlpand dedication to health coverage by all stakeholders,we have also
estimated the Implications offull repeal oftheACA if the coverage programs established underthe 2006 reform
are reestablished, undertwo fundlngoptlons: one Inwhlch the federal governmentcontrlbutes to the costs of 
the programs conslstentwlth fundlngarrangements in place in the 2006 reforms, and the otherln which the
state covers the full costofthe 2006 programs.

When we assume that IftheACAwere overturned, and that Massachusettswould revertto Its 2006 coverage 
program (known asCommonwealth Care),only40,000 peoplewould lose coverage.Thlsstandslnsharp con- 
trastto the prevlousscenarlo, in which 375,000 more peoplewould be uninsured; see Table 1. Federal health

are spendlngln Massachusetts would decline substantially but by less so than underthe prevlousscenarlo.

0fthe260,000 peopleenrolled in MassHealth undercurrentlaw — asa resultoftheACAexpanslon in Medicaid
eligibility— nearly200,000would remain covered underCommonwealth Care if that program was reinstated; 
see Figure 1. Approxlmately37,000 people would enroll in employer-sponsored coverage, and about6,000
people would purchase coverage in the nongroup marketwlthoutsubsldles. However, about 19,000 people in
this group would become uninsured.

 fthe 245,000 people enrolled in ConnectorCare orln the Marketplace with a subsidy undercurrent law, more
than half, about 140,000 people, would maintain coverage through Commonwealth Care undera repeal ofthe
ACAln a scenario where this 2006 coverage program was reinstated; see Figure 2. More than one-quarter, or
68,000 people, would enroll in employer-sponsored coverage, while 10,000 people would purchase coverage in
the nongroup marketwlthout a subsidy. About28,000 people in this groupwould become uninsured.

Federal funding for Medicaid would fall substantially, while federal funding for subsidies in the nongroup 
marketwould dropto zero. In a scenario where the state reestablishes Its 2006 coverage programswlth federal
participation, federal health care fundlngfor Massachusettswould shrink by $1.4 billion peryearln 2019 dol-
lars, a decline of 19 per ent; see Figure 3. State spendlngwould have to Increase by $731 million peryear, or 
17 per ent, over present-dayspendlng, and total government health spendlngln Massachusettswould fall by
$627 million. Should the federal government no longer partlclpatelnthe flnanclngofa reestablished Common-
wealth Care program, Massachusetts could maintain the program at Its own cost. However, dolngso would 
require thestate to raise Its own spendlngon health care programs by $1.7 billion peryear, or39 per ent.

[ 5 ]



            
          

      
            

             
          

              
         

            
        

            
     

        
         

       
     

          
         

     

  

C NCLUSI N

As we illustrate here, a courtdeclslon to overturn theACAwould haveserlous and widespread implications for
Massachusetts. In thescenario where theACA is overturned and Massachusetts is notable to reestablish its
2006 coverage programs, hundreds ofthousands of people would lose their health insurance coverage, increas- 
ingthe uninsured rate amongthe Massachusetts nonelderly population from 3.5 per enttodayto 10.2 per ent.
Thiswould also be well above the pre-ACA uninsured rate of4.8 per entin 2013. The much largernumberof
uninsured would be ac ompanied bythe lossofmorethan $2 billion peryearin federal health carespending
in the state. Atthe same time, the state and its health care providerswould be hit with largeincreasesinthe de-
mand foruncompensated care. IftheACA is repealed and Massachusetts is not ableto reestablish the coverage 
programs and financingthatsupported the 2006 health reform initiative, the state and its residentswould likely
be worse offinterms ofcoverage and federal financingthan theywere priorto theACAs enactment.

Given its historical commitmentto health reform and expanding ac essto coverage, it is reasonable to as-
sume Massachusettswould continue its effortsto maintain near-universal coverage. However,this briefalso
demonstrates that reestablishmentofthe state s2006 reform programs would still result in 40,000 people
losingcoverage, substantial declines in federal fundingfor Medicaid, and the loss of all federalsubsidies in the
nongroup market. State spendingwould have to increase by $731 million peryearto reestablish those 2006
subsidized coverage programs, assumingfederal financial support. In the absence offederal financial support
forthose programs, thestate would need to increase its own spendingon health care programs by$1.7 billion
peryear. These results clearlydemonstrate the significantimpactthat repeal oftheACAwill have on coverage 
and financingfor health care in Massachusetts underavarietyofscenarios.

[ 6 ]



 

    
    

     
     
     

  
      

   
    

    
   

   
   

   
    

      
     

   
   

    
 

     
     
  

      
   

    
    

      
       

    
      

  
    

     
   

    
     

     
    

    
  

    
     

     
  

        
  

      
        

       
     

    
     

  
     

     
      

  
    

      
      
       

      
     

        
        

     
  

   
    

    
     

      
     

     
   

 
 

    
     

   
    

    
     

    
  

   
   

   

  

APPENDIX: METH D L GY

Wesimulated health care coverage and costsunder
current law and alternatlveACA repeal scenarios using 
the Urban Institute s Health Insurance PollcySImulatlon
Model (HIPSM). HIPSM Is a detailed mlcroslmulatlon
model of the health care system designed to estimate the 
ost and coverage effects of proposed health care policy 

options. In HIPSM, Individuals and families are assumed
to choose, among the coverage options available to them, 
the option that Is mostdeslrable or provldesthe greatest 
utility. Decisions are based on premiums, expected
out-of-pocket costs, health care risk, family disposable
Income, and whetherthe Massachusettslndlvldual
mandate penaltywould apply.Affordabllltyofcoverage
Is built Into the decision-making, as Is the Massachusetts 
Individual mandate requlrementforthosewho are not 
exempt. HIPSM Is designed for quick-turnaround analysis
ofpollcy proposals. Itcan be rapidly adapted to analyze 
awldevarletyofscenarlos — from novel health Insurance 
offerlngsto strateglesfor Increasing affordabllltyto state- 
specific proposals — and can estlmatetheeffectsofa
pollcyoptlon over severalyears.

HIPSM calculateswho Is eligible for subsidized coverage 
underthe public programs available In each scenario, 
including Medicaid, Commonwealth Care, ConnectorCare, 
and the Marketplace, so thatthese options are Included 
In each Indlvldual’sorfamlly’ssetofoptlons. The model 
also Includes Information on peoplesac essto employer-
sponsored insurance, either through their own or a family
member’sjob. In a pollcyslrnulatlon, the model analyzes
how changes In eligibility and costs ofcoverage affect In-
dividual, family, and employer decisions. Changes In one 
Insurance marketcan result In changes In other markets, 

orexample, Ifagroupofpeople lose Medicaid eligibil-
ity, some of them will become uninsured, but others may 
decldeto enroll In employer-sponsored Insurance and pay 
theemployee premium. Ifanothergroupofpeople lose
ac essto subsidized coverage In the nongroup market, 
some of them may decide to purchase another plan in the 
nongroup marketwlthout a premium subsidy, and others 
maydecldeto enroll In employer-sponsored Insurance
and paytheemployee premium. HIPSM assumesthat
Massachusettsstatelnsurance market regulations (con-
slstentwlth the 2006 reforms), Includlngguaranteed Issue, 
modified community rating, merged small groupand non-
group Insurance markets, and thestate-based Individual
mandate, would remain in place under ACA repeal.

HIPSM Is based on two years ofdata from theAmerlcan
CommunltySurvey,whlch provldea representative 
sample of families that is large enough to allow estimates
for Individual states and smaller reglonssuch as cities. The
model Is designed to Incorporatetlmely real-world data to
the extentthatthey are available. Forthe estimates In this 
brief, we customized the model to Incorporate detailed 
Information on 2019 enrollment and health care costs pro-
vided by MassHealth, the Massachusetts Health Connec-
tor, and the Centerfor Health Information and Analysis.

Resultsfrom HIPSM simulations have been favorably 
compared to actual policy outcomes and compared to
other respected microsimulation models, as assessed 
byoutslde experts.11Findings from the model were cited
In the majorltyoplnlon In the Supreme Courtcase King
 . Burwell, in many amicus briefs submitted to the court 
in that case, and in a number of briefs submitted in the
Texas  . United States case. Flndlngsfrom HIPSM have
been broadlyclted In top-tier media, Includlngthe New
York Times, Washington Post, Wall Street Journal, Vox, CNN,
and Los Angeles Times. Resultsfrom HIPSM have been
displayed on thefloorofthe U.S. Senatedurlngdebate
and arewldelydlstrlbuted amongleglslatlvestaff.

L m tat ons: HIPSM does not model student health
Insuranceasa potentlalsour eofcoverage, nor
does It explicitly model the exclusion ofstudents
from the Massachusetts 2006 health reform program
Commonwealth Care. This is a potential issue in the
second scenario presented in this brief: the estimates of 
changes In coverage and cost IftheACAwas repealed 
and Massachusettswasableto relnstatelts2006
programs. Under this scenario, students who are enrolled 
in MassHealth or ConnectorCare would lose their 
overage and would also be excluded from enrolling

in Commonwealth Care. Although we are not able to
specifically model this aspectofthestate program, the
underlylngdata In HIPSM capturestudentcoverage
dlstrlbutlonsfrom a period afterthe2006 Massachusetts 
reform and before the ACA was implemented in
2014, a period when students were excluded from
Commonwealth Care. This suggests that our estimates
of repeal of the ACA are roughly consistent with a
reinstatement of that policy regarding students.

For more information on HIPSM and related research, see
http://www.urban.org/h psm.

[ 7 ]
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traditionally covered in Medicaid, such as low income childless adults without disabilities.
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Model (HIPSM) estimates are most consistent with the American Community Survey. Different household surveys measure
uninsured rates somewhat differently, and the published 2006 National Health Interview Survey estimate is not precisely
comparable to the estimates presented here.

6 ConnectorCare is a program that provides enhanced premium and cost sharing subsidies to individuals with income up to 300%
FPL who are also receiving premium tax credits.

7 This estimate is based on national historical data demonstrating how much uncompensated care is used by people who are 
uninsured. This estimate does not capture any conditionsspecificto Massachusetts, like the existence ofthe Health Safety Net,
which likely results in more uncompensated care. These costs are the estimated costs for providers caring for the uninsured
who seek health care services and are not able to pay for them. It should be noted that some of the newly uninsured will go 
without needed health care services, payout ofpocket, orfinan e services on a credit card.

8 Arrieta, Alejandro. “The Impact of the Massachusetts Health Care Reform on Unpaid Medical Bills,” Inquiry: The Journal ofHealth
Care Organization, Pro ision, and Financing 2013, Vol. 50(3) 165 176.
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Data.” Washington, DC: Urban Institute; Lindrooth, Richard C., Marcelo C. Perraillon, Rose Y. Hardy, and Gregory J. Tung. 2018. 
Understanding the Relationship Between Medicaid Expansions and Hospital Closures,” HealthAffairs 37:1, pp 111-120, January

2018; Rhodes,Jordan H., Thomas C. Buchmueller, Helen G. Levy, and Sayeh S. Nikpay. 2019. Heterogeneous Effects oftheACA
Medicaid Expansion on Hospital Financial  utcomes Contemporary Economic Policy.

10 Those income thresholds would translate into $63,990 for a family of three and $37,470 for an individual in 2019.

11 SherryA. Glied,AnupamaArora, Claudia Solis Roman (2015). The CB s Crystal Ball: How Well Did It Forecastthe Effects ofthe
Affordable Care Act? The Commonwealth Fund.
http://www.commonwealthfund.org/publications/issue briefs/2015/dec/cbo crystal ball forecast aca.
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New po icy brief shows gender differences in
hea th insurance and access among
Ca ifornians
December 11,2019

Elaiza Torralba, MPH
310-794-0975
elaiza.torralba@ ucla.edu

In California, both men and women benefitted from insurance
expansions under the Patient Protection and Affordable Care Act (ACA),
according to a new study by the UCLA Center for Health Policy
Research. Using data from the
2012 to 2016 waves of
the California Health Interview
Survey, the policy brief outlines 
gender differences in health
insurance and health care
access in the state.

Read The Pol cy Br ef

View: Persistent Gap: Gender Disparities in
Health Insurance and Access to Care in
California
(/publications/search/pages/detail.aspx?
PubID 1916)

The study s authors note that
among men and women,
uninsured rates declined primarily due to expansions of Medi Cal under 
the A C A in 2014, which reduced enrollment barriers for millions of low
income adults who were previously ineligible for the program. Despite
coverage gains for both men and women, gender gaps persisted in
accessing care. Men have fewer ties to the health care system 26%
of men compared to about 15% of women reported that they did not
have a usual source of care. Despite this, women were more likely than 
men to experience delays in care about 15% and 10%, respectively.

Researchers also highlight that the socioeconomic status (SE S)
changed among those who were uninsured, enrolled in Medi-Cal, or
received insurance through their employer. In 2016, both men and 
women enrolled in Medi-Cal had higher S E S than in 2012, seeing
increases in education, employment, and income.

Although both women and men gained when the A CA introduced new
health insurance options, men remained more likely to be uninsured and 
women more likely to be enrolled in public programs such as Medi Cal,”
said Susan Babey, Center senior research scientist and co-author of the
study. Also, men and women seem to view health and health care use 
differently, making elimination of the health care gender gap especially
challenging.

The UCLA Center for Health Policy Research is one of the nation's 
leading health policy research centers and the premier source of health
policy information for California. The Center improves the public's health
through high-quality, objective, and evidence based research and data 
that informs effective policymaking. The Center is the home of
the California Health Interview Survey (CHIS) and is part of the UCLA
Fielding School of Public Health. For more information, 
visit www.healthpolicy.ucla.edu (http://www.healthpolicy.ucla.edu/)

©2012 UCLA Center for Health Policy Research
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How Many of the Uninsured Can Purchase a Marketplace Plan for
Free in 2020?

Rachel Fehr (https //www.kff.0rg/person/rachei fehr/1.

Cynth a Cox (https //www.kff.org/person/cvnthia cox/) (https://twitter.com/cynthiaccox), and

Matthew Rae (https //www.kff.org/person/matthew rae/) (https://twitter.com/matthew t rae)

Publ shed: Dec 10, 2019

While the percent of the population without health coverage has decreased since the
major coverage expansion in the ACA, at least 10% of the non-elderly population
(https://www.kff.org/uninsured/fact-sheet/key-facts-about-the-uninsured-population/) is still
uninsured. This analysis looks at how many of the remaining uninsured are eligible
for premium subsidies large enough to cover the entire cost of a bronze plan, which
is the minimum level of coverage available on the Marketplaces.

The premium tax credits that subsidize Marketplace coverage are calculated using
the second-lowest cost silver plan in each rating area as a benchmark. As was the
case in 2019, many unsubsidized silver plans continue to be priced relatively high 
because insurers generally loaded the cost (https://www.kff.org/health-reform/issue
brief/how the loss of-cost-sharing-subsidv-pavments-is-affecting-2018-premiums/) from the
termination of federal cost-sharing reduction payments entirely onto the silver tier (a
practice sometimes called "silver loading"). The relatively higher price for silver plans
means subsidy-eligible Marketplace enrollees will continue to receive large premium
tax credits in 2020. These subsidies - which can be used towards the premium of any
Marketplace plan - also continue to make lower premium bronze plans
(https://www.kff.org/health-costs/issue-brief/how aca-marketplace-premiums-are changing-by-county
in-2020/) more likely to be available for $0 than before cost-sharing reduction
payments were terminated.

In this analysis, we focus specifically on the approximately 16.7 million uninsured
people who could be shopping on the Marketplace, regardless of whether or not they
are eligible for a subsidy.1We therefore exclude people who are eligible for Medicaid, 
those over the age of 65, and those who are undocumented immigrants (who are not
permitted to buy Marketplace coverage).

https://www.kff.org/private-insurance/issue-brief/how-many-of-the-uninsured-can-purchase... 1/9/2020
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How Many of the Uninsured Can Purchase a Marketplace Plan for Free in 2020? | The He... Page 2 of 9

We estimate that 28% of uninsured individuals who could shop on the Marketplace, 
or 4.7 million people nationwide, are eligible to purchase a bronze plan with $0
premiums after subsidies in 2020. This figure is similar to 2019, when 27% of 
uninsured individuals, or 4.2 million people, could purchase a no-premium bronze
plan.

As shown on the map and table below, the availability of free bronze plans varies
widely between states. More than half of the uninsured who could get a free 
bronze plan live in Texas, Florida, North Carolina, or Georgia.  ther states with
large shares of uninsured residents who could sign up for a no-premium bronze
plan include Iowa (59%), Alaska (45%), Wyoming (44%), Idaho (41%), and South
Dakota (41%).

Rather than continuing to go without insurance, the 4.7 million uninsured people 
eligible for no-premium bronze plans would benefit from the financial protection
health insurance offers. While bronze plans have high deductibles, they all cover
preventive care with no out-of-pocket costs, and a number of bronze plans cover 
additional services, such as a few physician visits, before the deductible. If a low-
income enrollee in a bronze plan needs a hospitalization, they will likely have
difficulty affording the deductible, but the deductible will also likely be much less
than the cost of a hospitalization without insurance.

Bronze plans have an average deductible (https://www.kff.org/health-reform/fact
sheet/cost-sharing-for-plans-offered in-the-federal-marketplace-for-2019/) of $6,506, and many
people eligible for a $0 bronze premium would also be eligible for significant cost-
sharing assistance by instead purchasing a silver plan. Single individuals with
incomes below 250% of the poverty level can purchase benchmark
(https://www.kff.org/interactive/subsidy-calculator/) silver plans with cost-sharing
reductions (CSR) for $20 to $215 per month after subsidies in 2020, on average, 
depending on an enrollees' income. Silver CSR plans have average annual 
deductibles (https://www.kff.org/health-reform/fact-sheet/cost-sharing-for-plans-offered-in-the
federal-marketplace-for-2019/) ranging from $209 to $3,268 in 2020, also depending on
income, and have reduced copays and coinsurance. It is therefore important for 
potential enrollees, particularly those with significant health needs, to not only
consider the premium, but also the significant cost-sharing assistance that is only
available if they enroll in a silver plan.

Percent of Un nsured w th
Access to Free Bronze
Marketplace Plan

E L (https://www.kff.org/wp- f

1% 10% 11% 20% 21% 30% 31% 40%
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Table 1: Un nsured who have Access to a Free Bronze Plan After Tax Cred ts  n 2020

State Percent Count

US Total 28% 4,655,900

Alaska 45% 20,000

Alabama 36% 147,100

Arkansas 5% 5,200

Ar zona 10% 35,700

Cal forn a* 16% 178,800

Colorado 8% 19,500

Connect cut 35% 29,200

D str ct of Columb a N/A N/A

Delaware 30% 7,600

Flor da 33% 694,800

Georg a 29% 303,600

Hawa  18% 4,300

Iowa 59% 47,700

Idaho 41% 44,500

Ill no s* 13% 50,200

Ind ana 10% 26,400

Kansas 36% 65,500

Kentucky 31% 41,100

Lou s ana 22% 37,800

Massachusetts 10% 9,600

Maryland 21% 30,700

Ma ne* 26% 15,600

M ch gan 19% 54,500

M nnesota N/A N/A

M ssour 27% 126,400

M ss ss pp 22% 67,600

Montana 30% 15,100

North Carol na 40% 338,200

North Dakota 22% 7,700

Nebraska 38% 24,600

https://www.kff.org/private-insurance/issue-brief/how-many-of-the-uninsured-can-purchase... 1/9/2020
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New Hampsh re 17% 8,000

New Jersey 14% 37,300

New Mex co 18% 15,600

Nevada 7% 9,400

New York* N/A N/A

Oh o 18% 67,800

Oklahoma 40% 166,600

Oregon* 24% 38,400

Pennsylvan a 22% 74,800

Rhode Island 13% 3,000

South Carol na 40% 166,000

South Dakota 41% 25,800

Tennessee 36% 186,100

Texas 32% 1,151,300

Utah 37% 47,800

V rg n a 29% 92,100

Vermont 30% 4,900

Wash ngton* 10% 24,800

W scons n 30% 57,500

West V rg n a 12% 7,000

Wyom ng 44% 22,400

* CA, IL, NY, ME, OR, and WA requ re that most ACA plans  nclude abort on coverage, wh ch typ cally
costs $1 per month and cannot be covered by subs d es.

SOURCES: 2020 Prem ums come from KFF analys s of prem um data from
Healthcare.gov and rev ew of state rat ng f l ngs. Data on populat on and
el g b l ty for subs d es come from KFF analys s of the Amer can Commun ty
Survey (ACS) for 2018.

NOTES: Counts are rounded to the nearest 100. Th s analys s does not  nclude
 nd v duals who are over the age of 65, or who are el g ble for Med ca d  n 2020
or are undocumented  mm grants. DC  s not  ncluded  n th s analys s due to an
 nsuff c ent sample s ze  n the ACS. New York and M nnesota are not  ncluded
 n th s analys s because they offer Bas c Health Plans to enrollees w th
 ncomes less than 200% of poverty.

https://www.kff.org/private-insurance/issue-brief/how-many-of-the-uninsured-can-purchase... 1/9/2020
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Methods

2020 Premiums come from Kaiser Family Foundation (KFF) analysis of premium data
from Healthcare.gov and review of state rating filings. Data on population, income, 
and eligibility for subsidies come from KFF analysis of the Census Bureau's 2018 
American Community Survey (ACS). The ACS includes a 1% sample of the US
population and allows for precise state-level estimates. The ACS asks respondents
about their health insurance coverage at the time of the survey. Respondents may
report having more than one type of coverage; however, individuals are sorted into
only one category of insurance coverage.

Premiums in this analysis are the full price of plans, rather than specifically the
portion that covers essential health benefits (EHB). Since premium tax credits can
only be used to cover the EHB portion of premiums, some of the individuals denoted
as having access to a "free" bronze plan would actually have to pay a premium for 
non-essential health benefits if they enrolled in a bronze plan. The ACA does not 
permit federal subsidies to pay for abortion coverage and requires plans to collect 
(https://www.kff.org/womens-health-policy/issue-brief/coverage-for-abortion-services-in-medicaid
marketplace-plans-and private plans/) no less than $1.00 per month for this coverage. In
CA, IL, NY, ME,  R, and WA, state law requires that that all state regulated plans
include abortion coverage. Policyholders who live in these states must pay the
abortion surcharge even though they may qualify for subsidies that provide the full
cost of premiums if they select a bronze plan. Providence Health Plans in  R and WA
have a religious exemption allowing them to exclude abortion coverage.

This analysis does not include individuals who are over the age of 65, or who are 
eligible for Medicaid in 2020 or are undocumented immigrants. DC is not included in
this analysis due to an insufficient sample size in the ACS. New York and Minnesota 
are not included in this analysis because they offer Basic Health Plans to enrollees
with incomes less than 200% of poverty.

Endnotes

1. The total number of uninsured for 2018 does not include DC, New York, or
Minnesota. This figure does not include individuals who are over the age of 65,
or who are eligible for Medicaid in 2020 or are undocumented immigrants. The
Census Bureau estimates (https://www.census.gov/library/publications/2019/demo/p60
267.html) a total of 27.5 million people in the U.S. were uninsured in 2018.

^ Return to text (https://www.kff.org/private-insurance/issue-brief/how-many-of-the-uninsured
can-purchase-a marketplace-plan-for-free in-2020/#endnote link 442285-1)
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Gl  s s a r y  f Te r m s , Ac r  n y m s , a n d De f i n i t i  n s

Term Acronym (if
applicable) Definition

Accuracy The property of being close to a target or true value. It measures how
well the sample measurements match the true population value, but
does not measure how close sample measurements are to each other 
(refer to definition of ‘precision’ below).

Bootstrap Resampling 
Technique

A method of testing precision, wherein one large sample is taken from
the parent distribution and then multiple samples with replacement 
from that initial sample are drawn. It is used to determine standard 
errors and confidence intervals when the underlying distribution is
unknown, when sample sizes may be too small, and/or when no
formula may exist for a complex calculation.

Center for Consumer 
Information and
Insurance Oversight

CCIIO The component within CMS charged with helping implement many
reforms of the Patient Protection and Affordable Care Act (PPACA).
CCIIO oversees the implementation of the provisions related to
private health insurance. In particular, CCIIO works with states on the 
operation of the Health Insurance Exchanges. CCIIO works closely
with state regulators, consumers, and other stakeholders to ensure the
PPACA best serves the American people.

Centers for Medicare 
& Medicaid Services

CMS A federal agency within the United States Department of Health and 
Human Services that administers the Medicare program and works in
partnership with state governments to administer Medicaid, the State
Children’s Health Insurance Program, and the PPACA private market
reforms.

Confidence Level In terms of HHS-RADV error estimation, the theoretical probability 
that an issuer whose population-level failure rate for an HCC group is
very similar to the national mean will not be found to be an outlier,
given that all statistical assumptions about the underlying distribution 
are upheld.

Default Data 
Validation Charge

DDVC Charge imposed under  5 CFR § 153.630(b)(10) if an issuer fails to
engage an initial validation auditor or submit initial validation audit 
(IVA) results. The DDVC is calculated similarly to the Risk 
Adjustment Default Charge (RADC), but is an independently 
calculated and assessed penalty.

Demographic and
Enrollment

D&E Describes an enrollee’s demographics and enrollment status.

External Data
Gathering
Environment

EDGE Issuer-distributed data collection services (also known as an EDGE 
server) that issuers in states where HHS operates a risk adjustment 
program are required to establish and to compile enrollment,
pharmaceutical claims and medical claims information on enrollees in 
risk adjustment covered plans from issuers’ proprietary systems. An 
EDGE server runs HHS-developed software designed to verify 
submitted data, execute risk adjustment processes, and generate 
summary reports for submission to HHS.
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Term Acronym (if
applicable) Definition

Error Rate The rate at which an outlier issuer’s risk score is adjusted based on
HHS-RADV results. If an issuer is identified as a group failure rate
outlier in one or more hierarchical condition categories (HCC) groups,
its individual enrollee risk scores are adjusted based on the differences
between the issuer’s group failure rate and the national mean HCC
group failure rate in every HCC group in which the issuer is identified 
as an outlier. The issuer’s error rate equals 

1 stra t m w eighted s m o f a d j sted en ro llee r is k sco res

s m o f o r ig in a l EDGE en ro llee r is k sco res

Failure Rate The rate at which the frequency of HCCs identified through the IVA
or second validation audit (SVA) differ from the frequency of the 
HCCs identified on EDGE. Failure rate equals

HCC fre q  e n c y in IVA o r SVA

HCC fre q  e n c y on EDGE
During HHS-RADV error estimation, the HCC failure rate is
calculated for each HCC to determine the low, medium and high HCC
groups that determine the national mean and confidence intervals for
each HCC group. Then, each issuer’s failure rate is calculated for each
HCC group to determine whether the issuer is a group failure rate
outlier, which would lead to a non-zero error rate and an adjustment to
the issuer’s enrollee risk scores.

Failure Rate Z Score An issuer’s HCC group failure rate compared to the weighted mean of
that HCC grouping measured in weighted standard deviations from
the mean. It is a measure of how many standard deviations below or 
above the failure rate mean an issuer’s failure rate is within an HCC
group.

Finite Population 
Correction

FPC A formula that assists in determining a modified sample size for
issuers with fewer than  ,000 enrollees. It is used to define both the 
standard error of the mean and the standard error of the proportion.

Group Adjustment 
Factor

The adjustment factor calculated for each HCC group, assigned when 
the issuer’s HCC group failure rate is outside of the upper or lower 
boundary of an HCC group in HHS-RADV. This factor is weighted 
and used to compute the issuer’s error rate and the enrollee-level 
adjusted risk score(s).

Health and Human
Services

HHS The federal government department whose mission is to enhance and
protect the health and well-being of all Americans. HHS fulfills its
mission by providing for effective health and human services and 
fostering advances in medicine, public health, and social services.

Health and Human 
Services’ Risk 
Adjustment Data 
Validation

HHS-RADV The data validation process that is part of the HHS-operated risk
adjustment program (HHS-RA) under section 13 3 of PPACA. The
process involves validating a statistically valid sample of enrollment
and health status data submitted by issuers of risk adjustment covered
plans to their respective EDGE servers.

Health Insurance 
Oversight System

HIOS A system created to facilitate several types of data collections from 
the Departments of Insurance for states/territories as well as health 
insurance issuers that sell health insurance coverage. HIOS collects 
insurance company and product information, such as the issuer names, 
addresses, contact information, and product level data. Each issuer
entity is assigned a unique HIOS ID by state.
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Term Acronym (if
applicable) Definition

Hierarchical 
Condition Categories

HCC A payment model that uses coding to identify health conditions 
documented by health professionals and assigns a risk score factor. 
HHS-operated risk adjustment uses HCCs to estimate a risk score for
each enrollee in an issuer’s risk adjustment population and uses those 
risk scores to calculate the issuer’s plan liability risk score (PLRS). 
The PLRS is used in the HHS risk adjustment state payment transfer
formula. Similar HCCs are placed in a hierarchy and are grouped 
together in the HHS-operated risk adjustment model (See Appendix D
for more information).

HCC Groupings or 
HCC Groups

In HHS-RADV, all HHS-RA HCCs are grouped into high, medium, 
and low groups based on individual HCC failure rates across all 
issuers. A confidence interval is calculated for each HCC grouping at 
the national level. If an individual issuer’s failure rate for at least one
HCC grouping is outside the confidence interval for that HCC
grouping, the issuer is determined to be an outlier in HHS-RADV.

Initial Validation 
Audit

IVA The initial validation audit of enrollment data, claims data and health 
status data submitted by the issuer to HHS for risk adjustment covered 
plans. This audit is conducted by an independent audit entity (IVA
Entity) hired by the issuer. Findings from the IVA must be submitted 
to HHS for review during the SVA.

Initial Validation 
Audit Entity

IVA Entity The independent audit entity contracted by the issuer to conduct the 
IVA.

Issuer A licensed entity offering health insurance coverage within a state.
Each issuer entity is assigned a unique HIOS ID by state.

Lower Bound The lower limit of a confidence interval, used in HHS-RADV outlier 
identification and in measuring precision.

Medicare Advantage 
Risk Adjustment Data 
Validation

MA-RADV The risk adjustment data validation program that applies to Medicare 
Advantage plans participating in Medicare Part C under the Social 
Security Act.

Neyman Allocation The statistical method that calculates the optimal number to be
sampled from each stratum, proportional to each stratum’s
contribution to the total standard deviation of the population (i.e.,
more variable strata should be sampled more intensely).

Outlier A value that falls outside of an established threshold. In HHS-RADV, 
a HIOS ID with a failure rate that falls outside of the HCC Group 
upper or lower boundary is an outlier. A HIOS ID may be identified 
as an outlier in one, two, or all three HCC Groups.

Pairwise Means Test A hypothesis-testing procedure to determine if two population means 
are different when there is a one-to-one correspondence between the
values in the two samples.

Patient Protection and 
Affordable Care Act

PPACA Reforms certain aspects of the private health insurance industry and 
public health insurance programs, including increasing insurance
coverage of pre-existing conditions and expanding access to insurance 
to Americans.

The PPACA (Pub. L. 111-1 8) was enacted on March 23, 2010. The
Health Care and Education Reconciliation Act of 2010 (Pub. L. 111
152), which amended and revised several provisions of the PPACA, 
was enacted on March 30, 2010. In this white paper, we refer to the
two statutes collectively as the “Patient Protection and Affordable 
Care Act” or “PPACA”.

Payment Notice HHS’s annual rulemaking that establishes the parameters and policies 
governing health insurance coverage for the upcoming benefit year,
formally called the HHS Notice of Benefit and Payment Parameters.

-
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Term Acronym (if
applicable) Definition

Payment Error Rate 
Measurement

PERM The Payment Error Rate Measurement program measures and reports 
a national improper payment rate for Medicaid and the Children’s
Health Insurance Program.

Plan Liability Risk
Score

PLRS The enrollment-weighted average risk score of all enrollees in a
particular risk adjustment-covered plan for an issuer.

Practical Confidence 
Level

The simulated, empirical probability that an issuer whose population- 
level failure rate for an HCC group is very similar to the national 
mean will not be found to be an outlier given possible violations to
statistical assumptions about the underlying distribution that may be 
present in actual HHS-RADV data (refer to the definition of
“Confidence Level” above).

Precision A measurement of how close in value sampled observations are likely
to be to one another. It refers to the dispersion of a set of observations, 
and does not measure how closely sample observations match the true 
population (refer to the definition of “accuracy” above).

Risk Adjustment RA or HHS
RA

A premium stabilization program established by the PPACA. The
overall goal of risk adjustment is to eliminate premium differences
among plans based solely on favorable or unfavorable risk selection in 
the individual and small group markets both inside and outside of the 
Exchanges. Risk adjustment accomplishes this by transferring funds
from issuers with lower risk enrollees to issuers with higher risk
enrollees.

Risk Adjustment 
Default Charge

RADC Charge imposed under  5 CFR § 153.7 0(b) if an issuer of a risk
adjustment covered plan fails to establish an EDGE server or fails to
provide HHS with access to the required data on the EDGE server,
such that HHS cannot apply the federally certified risk adjustment 
methodology.

Risk Adjustment 
Prescription Drug 
Category

RXC The use of a drug to impute a diagnosis (or indicate the severity of the 
diagnosis) otherwise indicated through medical coding in a hybrid
diagnoses-and-drugs risk adjustment model. Beginning with the 2018
benefit year, RXCs are utilized in the HHS-RA program to calculate
an adult enrollee’s risk score. As a result, IVA Entities are required to
validate the RXCs of sampled enrollees beginning with the 2018
benefit year of HHS-RADV.

Second Validation 
Audit

SVA The independent, third-party audit of the IVA Entity’s Audit results 
performed by the SVA Entity.

Second Validation 
Audit Entity

SVA Entity The entity retained by HHS to validate the IVA findings.

Standard Deviation SD The measurement of the amount of variability, or dispersion, for a set 
of selected data values. The standard deviation is equal to the square
root of the variance.

Standard Error SE An estimate of the standard deviation of a sampling distribution. A
measure of the variability of a statistic.

Strata The subsets of a population being sampled. In HHS-RA, these are
mutually exclusive groups within the population and are constructed
based on recorded risk score, age, and presence of HCCs (or RXCs).

Upper Bound The upper limit of a confidence interval, used in HHS-RADV outlier 
identification and in measuring precision.

-
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Ex e c u t i v e Su m m a r y

Section 13 3 of the Patient Protection and Affordable Care Act (PPACA) established a risk 
adjustment program to provide payments to health insurance issuers that attract high-risk 
enrollees, such as those with chronic conditions, to reduce the incentives for issuers to avoid
those enrollees, and to lessen the potential influence of risk selection on the premiums that 
issuers charge.1Risk adjustment (RA) is an essential component for markets that require 
guaranteed issue and community rating to protect issuers from adverse risk selection and create
incentives for issuers to offer a wide range of plan designs that are particularly valuable to sicker 
individuals. The risk adjustment program authorized under Section 13 3 of PPACA is the only
permanent premium stabilization program under PPACA and it applies to non-grandfathered
plans in the individual and small group (or merged) markets both inside and outside of the 
Exchanges. Consistent with section 1321(c)(1) of PPACA2, the Department of Health and
Human Services (HHS) is responsible for operating the program on behalf of any states that do
not elect to do so. Prior to the 2017 benefit year, all states and the District of Columbia, except 
Massachusetts, participated in the HHS-operated risk adjustment program (HHS-RA) and since
the 2017 benefit year, all states and the District of Columbia have participated in the HHS- 
operated risk adjustment program. The HHS-operated risk adjustment program results in the 
transfer of billions of dollars among health insurance issuers in individual, small group,
catastrophic, and merged market risk pools annually.

To ensure the integrity of the risk adjustment program, the Centers for Medicare & Medicaid
Services (CMS), on behalf of HHS, performs risk adjustment data validation, also known as
HHS risk adjustment data validation (HHS-RADV). One of the primary purposes of HHS- 
RADV is to validate the accuracy of data submitted by issuers for the purposes of risk
adjustment transfer calculations. HHS-RADV serves as an audit of the information used in
establishing an enrollee’s risk score for purposes of calculating the issuer’s plan liability risk
score (PLRS) under the risk adjustment program. The findings from HHS-RADV are used to
adjust issuers’ enrollee risk scores and risk adjustment transfers. Error estimation is the multi-
step process of using the HHS-RADV findings to calculate the adjustment to issuers’ risk scores
and risk adjustment transfers. Due to the budget-neutral nature of the HHS-operated risk
adjustment program, adjustments to one issuer’s enrollee risk scores and risk adjustment 
transfers based on HHS-RADV findings will affect all other issuers in the state market risk pool.

The purpose of this white paper is to outline and seek feedback on certain HHS-RADV 
issues that we may use to inform future HHS-RADV policy. Since we began developing HHS- 
RADV in 2013, we have sought feedback from stakeholders in its design and operation. We
conducted two pilot years of HHS-RADV for the 2015 and 2016 benefit years3before applying

1 2 USC 18063.
2 2 USC 180 1(c)(1).
3HHS-RADV was not conducted on 201  benefit year data. See FAQ ID 11290a (March 7, 2016) available at:
https://www.regtap.info/faq viewu.php?id 11290.= 
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2017 benefit year HHS-RADV findings to adjust risk scores used in risk adjustment transfers for 
the 2018 benefit year. ,5Based on our experience from these initial years of conducting HHS- 
RADV and analysis of currently available information, HHS is considering potential 
modifications to certain aspects of the HHS-RADV program for future benefit years.

Specifically, HHS is considering potential modifications to four specific aspects of the HHS- 
RADV program: 1) enrollee sampling; 2) outlier detection; 3) the error rate calculation and  )
the application of HHS-RADV results, as defined below.

• Enrollee sampling: is the method by which a statistically valid sample of enrollees for 
each issuer is selected for validation of their risk scores in HHS-RADV. 56This white 
paper considers whether the current enrollee sampling methodology, which is based
on Medicare Advantage Risk Adjustment Data Validation (MA-RADV) error rates
and results in a sample size of 200 enrollees for most issuers, should be adjusted.

• Outlier detection: is the process by which HHS uses all issuers’ HHS-RADV results
to establish national metrics (e.g. means and confidence intervals) to determine 
whether an issuer’s rate of failure to validate its enrollees’ risk scores at the 
hierarchical condition category (HCC) level is outside of an acceptable range of
variation (an outlier). Based on our experiences in the initial years of HHS-RADV, 
this white paper assesses the sensitivity of the current outlier detection methodology 
and considers options to modify the outlier detection process to more precisely
identify true outliers. This white paper also discusses the influence of HCC
hierarchies in outlier detection.

• Error rate calculation: is the calculation of the percentage by which an outlier issuer’s
risk score is adjusted based on the issuer’s failure to validate the HCCs associated 
with enrollees selected for audit. This white paper examines alternatives to the current
methodology that determines an outlier issuer’s risk score adjustment by calculating 
the difference between the issuer’s HCC group failure rate and the weighted mean
group failure rates from the national metrics. Specifically, this white paper focuses on
alternative options to address cases where the outlier issuer may have a failure rate
that is only slightly outside of the acceptable range of variation, as well as cases
where an outlier issuer has a negative failure rate.

• Application of HHS-RADV results: are done using a prospective approach. Currently,
HHS uses an issuer’s HHS-RADV error rate to adjust the issuer’s average risk score
and risk adjustment transfer amount in the transfer year following the HHS-RADV

 The one exception is for issuers who exited all markets in the state for the 2018 benefit year. For these issuers, 
their 2017 benefit year HHS-RADV results applied to their respective 2017 benefit year PLRS and were used to
adjust 2017 benefit year risk adjustment transfer amounts in the applicable state market risk pool.
5HHS does not calculate risk adjustment transfers for state market risk pools in which there is only one issuer (sole
market risk pool issuers) and those issuers are not required to conduct HHS-RADV for that state market risk pool for
the applicable benefit year. See the 2020 Payment Notice, 8 FR at 1750 . Also see the 2019 Payment Notice; Final 
Rule; 83 FR 16930 at 16967.
6The validation rate of these enrollees’ risk scores is also used in error estimation to calculate an outlier issuer’s
error rate. This error rate is applied to adjust its risk scores and the issuers’ risk adjustment transfers in the applicable
state market risk pool.
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result (e.g., 2018 benefit year HHS-RADV error rates are generally applied to 2019
risk scores and risk adjustment transfers).7This white paper considers a change to the 
application of HHS-RADV results to better reflect actuarial risk by applying HHS- 
RADV results to the benefit year being audited (e.g., 2021 benefit year HHS-RADV 
error rates could be applied to 2021 benefit year risk scores and risk adjustment 
transfers).

The options in this white paper were developed based on HHS’s ongoing internal analysis of
potential refinements to the HHS-RADV program for future benefit years, as well as comments
received on HHS-RADV through notice-and-comment rulemaking and through listening 
sessions with stakeholders. We are seeking comments on the options outlined in this white paper 
to help inform potential future rulemaking in these areas. Commenters should submit comments
by Monday, January 6, 2020 to CCIIOACARADataValidation@cms.hhs.gov with the subject 
line of “December 2019 HHS-RADV White Paper.”

7The exception to this general rule is for exiting issuers. See supra note  .
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1. HHS Ri s k Ad j u s t m e n t Da t a Va l i d a t i  n (HHS-RADV) Ov e r v i e w

1.1 Pu r p o s e a n d St r u c t u r e o f t h i s Wh i t e Pa p e r

Based on our experience from the two pilot years and the first payment year of HHS-RADV, 
HHS is examining modifications to certain aspects of the HHS-RADV program. In particular, 
the purpose of this white paper is to outline potential options to modify the methodology for 
enrollee sampling, amend the current process that determines whether an issuer is an outlier, alter 
the error rate calculation that determines outlier issuers’ risk score adjustments, and change the
benefit year application of HHS-RADV results.

Chapter 1: The first chapter of this white paper provides an overview of HHS-RADV.

Chapter 2: The second chapter of this white paper discusses potential options to modify the 
current enrollee sampling methodology.

Chapter 3: The third chapter of this white paper outlines potential modifications to the 
current process for determining whether an issuer is an outlier.

Chapter  : The fourth chapter of this white paper discusses potential options to revise the
current calculation of an outlier issuer’s error rate.

Chapter 5: The fifth chapter of this white paper considers changing the application of HHS- 
RADV results from a prospective approach to align with the benefit year being audited.

We developed this white paper for comment based on our internal analysis of HHS-RADV 
results and comments received regarding stakeholders’ experiences with the initial years of 
HHS-RADV. Over the course of July and August of 2019, CMS also conducted a series of
stakeholder engagement sessions about the initial years of HHS-RADV to hear what 
modifications may be needed for future benefit years. Those stakeholder discussions helped
inform the policy issues considered in this white paper.

This white paper does not address operational issues that may occur during HHS-RADV, 
such as medical record retrieval issues or national provider coding standards. Those issues are
addressed annually at the “Lessons-Learned Meeting” with Initial Validation Audit Entities (IVA
Entities) that is hosted by CMS and through operational user group calls. Guidance on these 
operational issues is largely provided through the HHS-RADV Protocols that are published 
annually.

1.2 St a t u t o r y a n d Re g u l a t o r y Ba c k g r o u n d o f HHS-RADV
Section 13 3 of the PPACA provides for a permanent risk adjustment program for non- 

grandfathered plans in the individual and small group markets, both inside and outside of the 
Exchanges. The PPACA directs the Secretary, in consultation with the states, to establish criteria 
and methods to be used in carrying out risk adjustment activities, such as determining the
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actuarial risk of plans within a state market risk pool.8The statute also provides that the 
Secretary may utilize criteria and methods similar to the ones utilized under Medicare Parts C or
D.9 States electing to operate a risk adjustment program, or HHS on behalf of states not electing
to operate a risk adjustment program, assess charges to issuers with plans that experience lower 
than average actuarial risk and use the collected charges to pay issuers with plans that have
higher-than-average actuarial risk. For the 201 -2 016 benefit years, all states and the District of
Columbia, except Massachusetts, participated in the HHS-operated risk adjustment program. 
Since the 2017 benefit year, all states and the District of Columbia have participated in the HHS- 
operated risk adjustment program.

The risk adjustment program is designed to facilitate a plan enrolling a higher proportion of
high-risk enrollees charging the same average premium (other factors being equal) as a plan 
enrolling a higher proportion of low-risk enrollees, shifting the focus of plan competition to
quality, efficiency, and value. Risk adjustment accomplishes this goal by transferring funds from
issuers with lower risk enrollees to issuers with higher risk enrollees. The HHS-operated
program calculates a plan average risk score for each covered plan based upon the relative risk of
the plan’s enrollees, and applies a state payment transfer formula in order to determine risk
adjustment payments and charges between plans within a state market risk pool. Beginning with
the 2018 benefit year, the program includes a high-cost risk pool, which helps ensure that risk 
adjustment transfers better reflect the average actuarial risk in a state market risk pool.10The
HHS-operated risk adjustment program results in billions of dollars being transferred among
health insurance issuers in individual, small group, catastrophic, and merged market risk pools
annually. To ensure these funds are transferred appropriately, program integrity is an integral 
part of the risk adjustment program.11

To ensure the integrity of the risk adjustment program, CMS, on behalf of HHS, performs
risk adjustment data validation, also known as HHS-RADV, to validate the accuracy of data
submitted by issuers for the purposes of risk adjustment transfer calculations. HHS-RADV 
ensures that transfers reflect issuers’ actual actuarial risk and that risk adjustment assesses
charges to issuers with plans with lower-than-average actuarial risk while making payments to
issuers with plans with higher-than-average actuarial risk. Thus, the purpose of HHS-RADV is to
promote confidence and stability in the budget-neutral transfer methodology used by the HHS- 
operated risk adjustment program by ensuring the integrity and quality of data provided from
issuers. The priorities in implementing HHS-RADV are to promote consistency and a level
playing field by establishing uniform audit requirements, and to protect private information by
limiting data transfers during the data validation process. HHS believes that a robust HHS-

8 2 USC 18063(b).
9Ibid.
10High-cost risk pool transfers are not subject to HHS-RADV.
11HHS also has general audit authority over issuers of risk adjustment covered plans pursuant to  5 C.F.R. §
153.620(c).
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RADV process is critical to ensuring issuer confidence and to meeting the goals of the risk
adjustment program.

To initially develop the HHS-RADV process, we sought the input of issuers, consumer
advocates, providers, and other stakeholders. We issued the “Affordable Care Act HHS-Operated 
Risk Adjustment Data Validation Process White Paper” on June 22, 2013 (the 2013 white 
paper).12The 2013 white paper discussed and sought comments on a number of potential 
considerations for the development and operation of the HHS-RADV program. Based on
feedback that we received on the 2013 white paper, we promulgated regulations to implement
HHS-RADV that we have modified over the years.13

 5 C.F.R § 153.350(a) requires the state, or HHS on behalf of the State, to ensure proper 
validation of a statistically valid sample of risk adjustment data from each issuer that offers at 
least one risk adjustment covered plan in that State. Specifically, for the HHS-operated risk
adjustment program,  5 C.F.R. § 153.630 requires an issuer of a risk adjustment covered plan1 
in a state where HHS is operating risk adjustment to have an initial and second validation audit 
performed on its risk adjustment data for the applicable benefit year. Each issuer must engage an
independent validation auditor to perform the initial validation audit (IVA) of a sample of risk 
adjustment data selected by HHS. After the IVA Entity has validated the HHS-selected sample, a
subsample of that sample is also validated in a second validation audit (SVA). The SVA is
conducted by an entity HHS retains to verify the accuracy of the findings of the IVAs.  5 C.F.R.
§ 153.350 also allows the state, or HHS on behalf of the State, to adjust the plan average 
actuarial risk for a risk adjustment covered plan based on errors discovered as a result of data
validation and to use those errors discovered in data validation to adjust charges and payments to
all risk adjustment covered plans based on the adjustment to the plan average actuarial risk from
errors. Lastly,  5 C.F.R. § 153.350(d) requires the State, or HHS on behalf of the State, to
establish the processes for an issuer to dispute and appeal its HHS-RADV results.15

To operationalize HHS-RA, each issuer is required to have an External Data Gathering
Environment (EDGE) server on which the issuer must submit masked enrollee demographics, 
claims, and encounter diagnosis-level data in a format specified by HHS. HHS queries these
EDGE servers, directing issuers to execute software on their respective EDGE servers to 
generate summary reports that HHS uses to calculate the enrollee-level risk score for the purpose 
of determining the average PLRS for each state market risk pool, as well as individual issuers’
PLRSs. The difference between issuers’ PLRSs and the average PLRS is used to calculate the 
transfers for issuers of risk adjustment covered plans within a state market risk pool. To ensure 
the integrity of this process, HHS-RADV serves as an audit of the information derived from the

12A copy of the Affordable Care Act HHS-Operated Risk Adjustment Data Validation Process White Paper (June
22, 2013) is available at:
https://www.regtap.info/uploads/library/ACA HHS OperatedRADVWhitePaper 062213 5CR 050718.pdf
13See, e.g.,  5 C.F.R. §§ 153.350 and 153.630. An overview of the specific modifications made to the HHS-RADV 
regulations over the years appears in Appendix A.
1 See  5 C.F.R. § 153.20 for a definition of “risk adjustment covered plan.”
15See  5 C.F.R. § 153.630(d).
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demographic, claims and diagnosis data submitted to the issuers’ EDGE servers for use in
establishing an enrollee’s risk score for purposes of calculating the issuer’s PLRS. Therefore, the 
statistically valid enrollee sample is derived from the information on the issuer’s EDGE server.

To operationalize HHS-RADV, HHS modeled many aspects of HHS-RADV processes after
the Medicare Advantage risk adjustment data validation (MA-RADV) program. For example,
HHS elected to adopt medical records as the authoritative source to verify diagnoses from the
EDGE server, and requires that certified medical coders perform medical record reviews.
Because HHS’s risk adjustment methodology uses a more comprehensive set of data elements
than Medicare Advantage, the HHS-RADV data collection approach is more robust, and HHS’s
data validation approach is broader for HHS-RADV.

HHS conducted two pilot years of HHS-RADV for the 2015 and 2016 benefit years to give
HHS and issuers experience with how the audits would be conducted prior to applying HHS- 
RADV results to adjust issuers’ risk scores and risk adjustment transfers in the applicable state
market risk pool. The 2017 benefit year HHS-RADV was the first non-pilot year, and resulted in
adjustments to issuers’ risk scores and risk adjustment transfers as a result of HHS-RADV 
findings.16

HHS-RADV Proce  Overview
HHS-RADV is a six step process. The first step in the HHS-RADV process is the selection

of a sample of an issuer's enrollees whose risk adjustment data from the EDGE server will be
validated by the IVA Entity. For the audit, HHS applies a sampling methodology to choose a
statistically valid sample of enrollees based on the enrollee-level risk score distributions for each
issuer. HHS designed the sampling methodology to ensure that the sample covers critical 
subpopulations of enrollees for each issuer by dividing each issuer’s population into 10 strata,
representing different age and risk score bands, and sampling from each stratum. Based on
sample size precision analyses and calculations using proxy error rate data from the MA-RADV 
program, issuers of sufficient size currently have a sample size of 200 enrollees across all state
market risk pools and risk adjustment covered plans. The second step of the HHS-RADV process
is the IVA. The issuer must ensure that its selected IVA Entity is reasonably capable of
performing this task, and is reasonably free of conflicts of interest, and is therefore able to
conduct the IVA in an impartial manner. HHS expects issuers to ensure that the IVA is
conducted in the following manner:

• The issuer provides the IVA Entity with enrollment, claims, and medical record
documentation to validate issuer-submitted risk adjustment data for each enrollee in the
sample;

• The issuer and IVA Entity determine a timeline and information transfer methodology 
that satisfies data security and privacy requirements and enables the IVA Entity to meet 
HHS-established timelines; and

16The Summary Report of 2017 Benefit Year HHS-RADV Adjustments to Risk Adjustment Transfers released on
August 1, 2019 is available at: https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization
Programs/Downloads/BY2017-HHSRADV-Adiustments-to-RA-Transfers-Summary-Report.pdf.

-
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• The IVA Entity validates the data of each enrollee in the sample in accordance with the
standards established by HHS.

Once these steps are completed, the IVA Entity provides HHS with the final results from the 
IVA and all requested information for HHS to complete the SVA.

Under the third step of HHS-RADV, HHS retains an SVA Entity to conduct the SVA to
verify the accuracy of the findings of the IVA. HHS selects a subsample of the IVA sample of
enrollees for review. When the SVA Entity performs the data validation audit of the enrollee 
subsample, the SVA Entity adheres to the same audit standards applicable to the IVA, but only
reviews enrollee information that was submitted to HHS at the conclusion of the IVA by the
issuer and the IVA Entity.

HHS selects a small subsample of enrollees for the SVA Entity review using a sampling
methodology that allows for pairwise means testing to detect any statistical difference between 
the initial and second validation audit results. If the pairwise means test results suggest that the 
difference in enrollee results between the IVA and SVA is not statistically significant, HHS uses 
the IVA results for error estimation and calculation of adjustments to the issuer’s PLRS, if the 
issuer is determined to be an outlier. If the pairwise means test results suggest a statistical 
difference based on the initial SVA sample, the SVA Entity would perform another validation
audit on a larger subsample of the enrollees previously subject to the IVA. HHS then repeats
pairwise means testing. If a statistical difference is still found between the IVA and the SVA of
the larger subsample, the SVA sample is expanded to larger subsample sizes with pairwise
means testing repeated for each such expansion until the full SVA subsample of 100 enrollees is
reviewed. If a statistical difference is still found between the IVA and the expanded SVA
sample(s) (up to 100 enrollees), HHS will use the SVA results for error estimation and
calculation of adjustments to the issuer’s PLRS, rather than the IVA results, if the issuer is
determined to be an outlier.

The fourth step in the HHS-RADV process is error estimation. Using the relevant validation 
audit data determined in the prior step (i.e., either the IVA or SVA findings, as applicable), HHS
derives issuer-level failure rates for each HCC. The HCC failure rate represents the rate at which 
the EDGE HCC cannot be validated during the HHS-RADV process. Then, HHS aggregates all
issuers’ failure rates and creates HCC groupings, national means, and 95 percent confidence 
intervals at 1.96 standard deviations for that benefit year of HHS-RADV. Under this process, 
each HCC used in the risk adjustment program for that benefit year is organized into three HCC
groupings, high, medium and low, based on the individual HCC’s failure rate across all
participating issuers’ HHS-RADV results. The aggregated failure rates from each of these HCC
groupings are then used to create the national means and confidence intervals for each HCC
group. These national means and confidence intervals determine whether an issuer is an outlier
for an HCC grouping. If an issuer’s HCC group failure rate is outside the national confidence 
intervals in any of three HCC groupings (low, medium, or high groupings), the issuer is
determined to be an outlier. If the issuer is an outlier, its failure rates are used to calculate its
error rate, which adjusts its risk score to reflect the inaccuracy of the risk score calculated during 
risk adjustment. If the issuer is not an outlier, the issuer is determined to have a zero error rate
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result for HHS-RADV for that benefit year and its risk score remains unadjusted. Later in this
paper, we describe the error estimation process in more detail.

The fifth step of HHS-RADV is the annual discrepancy and administrative appeals processes.
An issuer is required to confirm the information provided by HHS or file a discrepancy within a
certain number of days of notification by HHS of certain HHS-RADV results. The discrepancy
and appeal processes apply to the IVA sample, the findings of the SVA, and the calculation of
the risk score error rate.17

The sixth and final step of HHS-RADV is adjusting risk adjustment transfer amounts to
reflect the level of inaccuracy determined in the fourth step of error estimation. Except for 
exiting issuers,18when an issuer is identified as an outlier, the issuer’s error rate is used to amend
the issuer’s subsequent benefit year risk score that is used to calculate their risk adjustment 
transfer on a prospective basis, e.g. 2017 benefit year HHS-RADV results amended 2018 benefit 
year risk adjustment risk scores and 2018 benefit year risk adjustment transfers. Because risk 
adjustment is budget neutral, a change in risk score for one issuer in a state market risk pool
affects the statewide average risk score for that state market risk pool, impacting all other issuers 
in the state market risk pool. These changes in risk scores are then applied to adjust risk
adjustment transfers for the applicable state market risk pool, and the adjustments are collected
and distributed two years later.

1.2.2 Original HHS-RADV Error E timation Methodology
The original HHS-RADV error estimation methodology was finalized in the 2015

Payment Notice.19 Under the original methodology, HHS would use the results of the IVA or
SVA, as applicable, as the basis for calculating a corrected risk score for each risk score for each
enrollee in the issuer's sample population. Under this methodology, the majority of issuers would
have a HHS-RADV adjustment since any failure to validate an HCC has the potential to result in
an adjustment (see Appendix B for more detail). As a result, almost all issuers for a given benefit 
year would have seen a change in risk adjustment transfers due to HHS-RADV findings.

1.2.3 Current HHS-RADV Error E timation Methodology
In the 2019 Payment Notice, HHS explained that we believe that some variation and error

should be expected in the compilation of data for risk scores because providers' documentation
of enrollee health status varies across provider types and groups.20Our experiences with the MA- 
RADV program and the HHS-RADV pilot for the 2015 benefit year reinforced this belief. Thus,
to avoid adjusting all issuers' risk adjustment transfers for expected variation and error in EDGE

17Issuers cannot appeal the results of the IVA as the IVA Entity is under contract with the issuer and HHS does not 
produce the IVA results. See, e.g., the HHS Notice of Benefit and Payment Parameters for 2018; Final Rule; 81 FR
9 056 at 9 1 06 (December 22, 2016).
18 For exiting issuers, their amended risk scores are applied to the prior year’s risk adjustment transfer amounts for
the applicable state market risk pool, e.g., exiting issuer 2017 benefit year HHS-RADV results amended 2017
benefit year risk scores, which were applied to 2017 benefit year risk adjustment transfers for the applicable state
market risk pools.
19 79 FR 137 3 at 13755 13770.
20See 83 FR 16930 at 16961-16965.

-
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HCCs, we adopted the current methodology that evaluates material statistical deviation in failure 
rates.

Under the current methodology, HHS amends an issuer's risk score only when the issuer's
failure rate materially deviates from a statistically meaningful national value. HHS determines
the national statistically meaningful value as the weighted mean failure rate calculated based on
all issuers’ HHS-RADV results. As previously described, to apply this methodology, HHS uses 
the failure rates for each HCC to group each HCC into three HCC groupings. These HCC
groupings are determined by first ranking all HCC failure rates and then dividing the rankings 
into three groupings weighted by total observations of that HCC across all issuers’ IVA samples, 
assigning each HCC into a high, medium, or low HCC grouping. We calculate an issuer’s HCC
group failure rate as:

G F R f
F r  q I V A G

F r  q E D G E f

Where:

F r  q E D G E G is the number of HCCs in group G in the EDGE sample of issuer i.

F r  q J V A f is the number of HCCs in group G in the IVA sample of issuer i.

G E R f is i’s group failure rate for the HCC group G.

We will also calculate the weighted mean failure rate and the standard deviation of each
HCC group as:

H * (G F R g )
Z F r  q I V A Gi

YJF r  q E D G E f

S d ( G F R G)
Z i F r  q E D G E G * ( g F R g - p ( G F R G)) 2

Z i F r  q E D C E G

Where:

^ . ( G F R g ) is the weighted mean of  F R g of all issuers for the HCC group G
weighted by all issuers’ sample observations in each group.

S d ( G F R G) is the weighted standard deviation of G F R f of all issuers for the HCC
group G .

The issuer’s HCC group failure rates are than compared against the national metrics for each
HCC grouping. If an issuer’s failure rate for an HCC group falls outside of the 95 percent 
confidence interval with a 1.96 standard deviation cutoff calculated based on the weighted mean

_ 

_ 

_ 

_ 

_ 

_ 

_ 
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failure rate for the HCC group, the failure rate for the issuer’s HCCs in that group is considered
an outlier. If all issuers’ HCC group failure rates in a state market risk pool do not materially
deviate from the national mean of failure rates (that is, no issuers in a state market risk pool are
outliers), we do not apply any adjustments to issuers' risk scores for that benefit year in the
respective state market risk pool.

Under the current methodology, when an issuer is determined to be an outlier, the adjustment 
to an enrollee's total risk score is calculated as the ratio of the total amended risk score for 
individual HCCs to the total risk score components for individual HCCs submitted to the EDGE 
server for the enrollee. For example, if an issuer has one enrollee with the HIV/AIDS HCC and
the issuer's HCC group adjustment rate is 10 percent (the difference between the issuer's group
failure rate and the weighted mean group failure rate) for the HCC group that contains the 
HIV/AIDS HCC, the enrollee's HIV/AIDS HCC risk score coefficient would be reduced by 10
percent. For each enrollee, we calculate the total amended risk score across all outlier HCCs as:

A d j R S i  E d g  R S i  * ( 1 A d j u s t m  n t ie)
Where:

E d g  R S i  is the risk score for EDGE HCCs of enrollee  of issuer i.

A d j R S i  is the amended risk score for sampled enrollee  of issuer i.

A d j u s t m  n t i  is the adjustment factor by which we estimate the EDGE risk score exceeds
or falls short of the initial or second validation audit projected risk score across all HCCs and
HCC groups for sampled enrollee  of issuer i.

We then calculate an issuer's risk score error rate using the EDGE risk score and
amended risk score for all enrollees in the sample. The current methodology for extrapolating
amended risk scores from the sample to the population and determining the issuer's risk score
error rate is consistent with the approach under the original methodology. CMS obtains the 
weight in the error rate calculation formula by multiplying the ratio of an enrollee's stratum size
and the issuer's population size to the total number of sample enrollees that are in the same
stratum as the enrollee. The formula to compute the risk score error rate using the stratum- 
weighted risk score for issuer i before and after the adjustment is shown as:

Where:

E r r o r R a t  i
l  ( w  * A d j R S i  )

Y ,  (w  * E d g  R S i  )

s t r a t u m s i z  i n p o p u l a t i o n
1
e n u m b  r o f s a m p l   n r o l l   s o f t h  s t r a t u m

= — 

— ----------------------------------------------------------------------
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We then apply the risk score error rate to the prospective benefit year’s calculated PLRS and
risk adjustment transfers.21 The current methodology results in fewer state market risk pools and
issuers receiving amendments to their risk scores and risk adjustment transfers as a result of 
HHS-RADV findings than the original methodology.22The current methodology applied
beginning with the 2017 benefit year HHS-RADV.23

1.3 HHS-RADV Ex p e r i e  c e

As previously mentioned, the 2015 and 2016 benefit years were pilot years for HHS-RADV. 
The 2017 benefit year was the first year in which risk adjustment transfers were adjusted based 
on the results of HHS-RADV.

1.3.1 Overview of HHS-RADV Pilot Year Re ult (2015 and 2016 benefit year HHS-
RADV)

During the 2015 benefit year HHS-RADV, issuers and IVA Entities experienced widespread 
challenges obtaining medical records. As such, HHS did not provide HHS-RADV results for the 
2015 benefit year. However, based on feedback from stakeholders, HHS identified a number of
process improvements and policy refinements that were incorporated in the 2016 benefit year 
HHS-RADV. For example, in the 2015 benefit year HHS-RADV pilot year, HHS required 
validation of demographic and enrollment (D&E) data for the full sample of 200 enrollees.
Beginning with the 2016 benefit year HHS-RADV, HHS selected a subsample of 50 enrollees
from the 200 enrollee sample for the IVA Entity to conduct D&E validation. This change was in
response to IVA Entities encountering challenges validating D&E data on issuers’ source
systems and was intended to reduce the burden of this validation, as D&E errors identified in a
subsample could still indicate a more systemic data submission issue for an issuer. HHS also
provided the IVA sample to issuers six weeks earlier to allow more time for issuers to retrieve 
medical records.

For the 2016 benefit year HHS-RADV,  16 issuers participated2 and were provided with
illustrative HHS-RADV error rate results based on the current methodology. In our examination
of the 2016 benefit year HHS-RADV results, HHS found that many issuers made significant 
improvements from the 2015 benefit year HHS-RADV results, but HHS’s review of IVA 
submissions identified a number of serious concerns for some issuers with exceptionally high
HCC group failure rates. Even though a large proportion of issuers passed the pairwise means
tests, many issuers did not submit sufficient inpatient medical records, or submitted multiple

21The exception to the prospective application of HHS-RADV results is for exiting issuers, whose risk score error 
rates are applied to the calculated PLRS and risk adjustment transfer amounts for the benefit year being audited.
22See the Summary Report of 2017 Benefit Year HHS-RADV Adjustments to Risk Adjustment Transfers released 
on August 1, 2019 is available at: https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization
Programs/Downloads/BY2017-HHSRADV-Admstments-to-RA-Transfers-Summarv-Report.pdf.
23While the 2016 benefit year was a pilot year, issuers were provided illustrative 2016 benefit year HHS-RADV 
final results based on the application of the current methodology. The 2016 benefit year HHS-RADV results memo
was made available to issuers in the HHS-RADV Audit Tool.
2 HHS exempted from the 2016 benefit year HHS-RADV pilot small issuers with total premiums of $15 million or 
less and did not enforce participation in 2016 benefit year HHS-RADV for issuers that were not offering coverage in 
risk adjustment covered plans in the 2017 benefit year.

-
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irrelevant medical records for each enrollee without providing a medical record that could
substantiate the sampled enrollees’ HCCs.

These findings resulted in very high HCC group failure rates for 77 issuers. Many of these 
issuers had HCC group failure rates that were outside of the modified confidence intervals for 
the 2016 benefit year HHS-RADV HCC groups and would have had adjustments to their 
respective risk scores had 2016 benefit year HHS-RADV been a non-pilot year. Because these 
issuers were contributing to the national metrics that created the confidence intervals, their 
results inappropriately inflated and skewed the national failure rate distributions, and would have 
impacted results for other issuers. For these reasons, issuers with exceptionally high HCC group
failure rates (i.e., HCC group failure rates over 60 percent for the high HCC group, 50 percent 
for the medium HCC group, and  0 percent for low HCC group) were excluded from the 
national metrics for the 2016 benefit year HHS-RADV illustrative final results. 25A summary of
the modified 2016 benefit year HHS-RADV results with the exclusion of 77 issuers with 
exceptionally high failure rates is in Tables 1.1 and 1.2 below. By dropping these issuers from
the national metrics for the 2016 benefit year, HHS increased the number of issuers that received
non-zero error rates. The majority of the 77 dropped issuers were outliers and received positive 
error rates even though they were not counted as outliers in Table 1.2 (which do not include the
77 dropped issuers), and the majority of the 31 unique outlier issuers seen in Table 1.2 were
outliers that received negative error rates. Due to the modifications to the final 2016 benefit year 
HHS-RADV results, the analyses documented in this paper primarily use the 2017 benefit year
to test the policy considerations in this paper.

Table  . : 20 6 Benefit Year HHS RADVNational Failure Rate Statistics
Number of Included 
HHS-RADV Issuers

Number of Issuers 
Dropped Group Mean Standard

Deviation
Lower
Threshold

Upper
Threshold

339 77

Low 0.1 2 0.109 0.072 0.356

Medium 0.251 0.11 0.028 0. 75

High 0.3 6 0.1 0 0.073 0.620

25While these issuers were dropped for purposes of calculating the national metrics for the 2016 benefit year HHS
RADV, CMS shared with these issuers their respective calculated error rates.

-
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Table  .2: 20 6 Benefit Year HHS RADVNumber ofHCC Groups Outliers at Issuer Level

Number of Included 
HHS-RADV Issuers

Number of Issuers 
Dropped Group

Outliers Counts

Lower Bound Upper Bound Total Unique
Outliers26

339 77

Low 8 3 11

31
Medium 6  10
High 1 0 1 
Total 28 7 35

1.3.2 Overview of Fir t Non-Pilot Year of HHS-RADV Re ult (2017 Benefit Year HHS-
RADV)

The 2017 benefit year was the first year that HHS operated the risk adjustment program in all
50 states and the District of Columbia. It also was the first non-pilot year of HHS-RADV such
that HHS-RADV results were used to adjust risk scores and risk adjustment transfers.27 All
issuers of risk adjustment covered plans that did not have 500 or fewer billable member months 
or were not in liquidation were required to participate in 2017 benefit year HHS-RADV. A total 
of 595 out of 628 issuers of risk adjustment covered plans participated in 2017 benefit year HHS- 
RADV, an issuer participation rate of approximately 95 percent.28For the 2017 benefit year 
HHS-RADV, issuers substantially improved the retrieval and submission of adequate medical 
record documentation for validating HCCs compared to the 2016 benefit year HHS-RADV. 
However, in comparison to the 2016 benefit year HHS-RADV results, the rate of issuers who
were identified as outliers increased for the 2017 benefit year HHS-RADV due to the changes in
the distribution for each HCC grouping (see Table 1. below) and was described in the May 31,
2019 report.29

For 2017 benefit year HHS-RADV, the standard deviations from the mean failure rate for all
three HCC failure rate groups were lower than the standard deviations for these failure rate
groups in the 2016 benefit year HHS-RADV results, and fewer issuers were consistent outliers in
multiple HCC groups in 2017 benefit year HHS-RADV. The 2017 benefit year HHS-RADV 
results showed shorter distances between HCC group failure rates and the mean group failure
rate, and the magnitude of the adjustment factor in each HCC group and error rate also generally

26Since issuers can fail more than one HCC group, unique outliers refers to the number of issuers with at least one
HCC group outlier.
27The one exception was for Massachusetts issuers, who were not able to participate in prior HHS-RADV pilot
years because the state operated risk adjustment for those benefit years. Therefore, HHS made the 2017 benefit year
HHS-RADV a pilot year for Massachusetts issuers. See the 2020 Payment Notice, 8 FR at 17508. While CMS
provided illustrative 2017 benefit year HHS-RADV results to Massachusetts issuers, these results were not included 
in the national metrics and were not used to adjust risk scores or risk adjustment transfers.
28A total of 33 issuers of risk adjustment covered plans did not participate in 2017 benefit year HHS-RADV 
because they: (1) were exempt for having 500 or fewer billable member months statewide; (2) elected to receive a 
default data validation charge (DDVC); or (3) qualified for the liquidation exemption.
29https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization-Programs/Downloads/2017
Benefit-Year-HHS-Risk-Adiustment-Data-Validation-Results.pdf.
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decreased in 2017 benefit year HHS-RADV compared to the 2016 benefit year HHS-RADV 
pilot. Thus, although there were more outliers in the 2017 benefit year HHS-RADV results, the 
error rates were lower in magnitude than those calculated during the 2016 benefit year HHS- 
RADV pilot, as expected.

The 2017 benefit year HHS-RADV results also included a number of issuers who exited all
of the market risk pools in a state for the 2018 benefit year (exiting issuers). Eighty-one out of
the 580 issuers30that participated and were used to calculate the national metrics for the 2017
benefit year HHS-RADV were exiting issuers. HHS-RADV results for the 81 exiting issuers 
were used to modify these issuers’ 2017 benefit year risk scores and risk adjustment transfers for 
the applicable state market risk pools, rather than the 2018 benefit year risk scores and risk 
adjustment transfers.31

Table  .3: 20 7 Benefit Year National Failure Rate Statistics
Number of Included 
HHS-RADV Issuers

Number of MA
Issuers Dropped Group Mean Standard

Deviation
Lower
Threshold

Upper
Threshold

580 15

Low 0.0 8 0.097 0.1 3 0.238

Medium 0.155 0.099 0.0 0 0.3 9

High 0.262 0.106 0.05 0. 71

Table  .4: 20 7 Benefit Years HHS RADVNumber ofHCC Groups Outliers at Issuer Level

Number of Included 
HHS-RADV Issuers

Number of MA 
Issuers Dropped Group Outliers Counts

Lower Bound Upper Bound Total Unique Outliers

580 15

Low 15 3  9
110Medium 1 3  8

High 19 33 52
Total  8 101 1 9

1.4 C n s i d e r a t i  n  f HHS-RADV Ch a n g e s
In the following chapters of this white paper, we consider potential modifications to HHS- 

RADV based on our analysis of the above results, and comments received by stakeholders. 
Options described in these chapters were assessed independently of other potential policy
changes being considered in this paper. For example, if we were to make the modifications to the

30Since the 2017 benefit year HHS-RADV was a pilot year for Massachusetts issuers, 15 Massachusetts issuers 
participated in 2017 benefit year HHS-RADV, but their HHS-RADV results were not used to set the national
metrics.
31For the 2017 benefit year HHS-RADV, exiting issuers found to have a non-zero risk score error rate (i.e., that are
identified as an outlier) will result in adjustments to 2017 benefit year risk scores and risk adjustment transfers. For 
the 2018 benefit year HHS-RADV and beyond, only those exiting issuers who are identified as having a positive 
risk score error rate outlier will result in adjustments to risk scores and risk adjustment transfers. See the 2020
Payment Notice, 8 FR at 17503.
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outlier determination process contemplated in Chapter 3 of this paper, the determination of
which issuers are outliers and the issuers’ associated failure rates could be impacted. That 
determination may impact our policy approach with respect to the error rate adjustment options
in Chapter  that are calculated on issuers’ failure rates. Therefore, if we were to propose any of
the options described in this paper in future rulemaking, we would reassess and re-evaluate the 
impact and trade-offs of the different options presented in this paper.

Because the analyses in this paper were primarily tested on one year of data (the 2017
benefit year HHS-RADV data), we note that further testing of future years of HHS-RADV data
may change our perspective on some of the analysis in this paper. For example, many smaller 
issuers that were below the materiality threshold of less than $15 million in premiums for the 
benefit year were not required to participate in the 2016 benefit year HHS-RADV, but were all
generally required to participate in 2017 benefit year HHS-RADV. These issuers’ participation
changed the population of issuers in the 2017 benefit year HHS-RADV results as compared to
2016 benefit year HHS-RADV results. For 2018 benefit year HHS-RADV and beyond, issuers
within the materiality threshold will only be required to participate in HHS-RADV 
approximately every three years (barring any targeted audits). Therefore, in future benefit years,
there could be fewer small issuers in the HHS-RADV results than in the 2017 benefit year HHS- 
RADV results. Likewise, in future benefit years of HHS-RADV results, changes to the risk
adjustment models, changes to the population enrolled in risk adjustment covered plans, and
changes in market participation may result in the identification of new trends or observations in
future benefit years of HHS-RADV data that were not seen in the 2017 benefit year HHS-RADV 
data.32As future years of HHS-RADV data become available, we generally intend to continue to
test the policy options described in this paper and identify areas for potential refinement and
improvement in the HHS-RADV program.

32We also note that the benefit years used in the examples to illustrate the options being described in this white
paper are only exemplary purposes.
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2. HHS-RADV In i t i a l Va l i d a t i  n Au d i t (IVA) Sa m p l i n g

In this chapter, we review the background and purpose of HHS-RADV IVA sampling, our 
current sampling methodology, and feedback we have received on our current sampling
methodology. We also discuss how we evaluate the HHS-RADV IVA sampling methodology by
looking at precision and accuracy, and we outline several options for HHS-RADV IVA sample
size refinement.

2.1 Ba c k g r  u n d a n d Pu r p s e  f HHS-RADV IVA Sa m pl i n g
 5 C.F.R. § 153.350(a) requires states, or HHS on behalf of states, to validate a statistically

valid sample of risk adjustment data each year. Issuers’ enrollee samples are the foundation of
the HHS-RADV audit. These enrollee samples are also used to calculate an outlier issuer’s error 
rate, which is applied to its risk scores and used to adjust risk adjustment transfers in the 
applicable state market risk pool. HHS sets the current enrollee sample sizes such that estimated
risk score error rates will be statistically sound, enrollee-level risk score distributions will reflect 
enrollee characteristics for each issuer, and samples represent critical subpopulations of enrollees
for each risk adjustment covered plan, such as enrollees with and without HCCs.

The 2015 Payment Notice stated that, after the initial years of HHS-RADV, HHS would
evaluate our sampling assumptions using actual enrollee data to determine issuer-specific sample
sizes.33In the 2020 Payment Notice, we proposed to vary the IVA sample size beginning with 
2019 benefit year HHS-RADV based on each issuer’s size, the prior year’s HCC group failure
rates, and sample precision.3 However, at the time that we conducted analysis for the 2020
Payment Notice, we only had data from one pilot year of HHS-RADV and no data from small
issuers because they were exempt from participating in the pilot years of HHS-RADV. In light of
the limited available data and in response to stakeholder comments, we did not finalize any
changes to our sampling methodology.35

2.2 Fu t u r e  f HHS-RADV IVA Sa m pl i n g
HHS is contemplating several options to amend the methodology for enrollee sampling in

future benefit years based on feedback and comments we have received from issuers and other 
HHS-RADV stakeholders. We have heard from some issuers that they want a larger sample size
to improve precision, sample accuracy, and potentially decrease the impact of a single enrollee’s
results on their HCC group failure rates. Precision measures how close sample values are likely
to be to each other. Accuracy measures how well the sample measurements match the true
population value, without consideration of how close they are to each other.

At the same time, other issuers have asked for smaller sample sizes to reduce the 
administrative and financial burden associated with retrieving medical records and participating

3375 FR at 13756-13759.
3 80 FR at 17 92-17 95.
35While we did not make changes to the sample size in the 2020 Payment Notice, we did finalize a change to our
sampling approach to extend the application of the Neyman allocation to the 10thstratum. See 80 FR at 17 92
17 95.
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in HHS-RADV. The next subsection in this chapter reviews the current HHS-RADV IVA
sampling methodology and analyzes the precision and accuracy of 2017 benefit year HHS- 
RADV sample sizes. The following subsection describes the potential options being considered
to adjust the current HHS-RADV sampling methodology.

2.3 Cu r r e  t HHS-RADV IVA Sa m p l i  g Me t h o d o l o g y

2.3.1 Proxy I  uer Population 
HHS used two main data sources to design a sampling methodology and to estimate sample

sizes for the 2015, 2016, 2017, and 2018 benefit years of HHS-RADV: MA-RADV net error 
rates and variance of net error; and Truven Health Analytics 2010 MarketScan® Commercial 
Claims and Encounters database-predicted expenditure data. HHS identified these sources as the
most applicable empirical data that was available for the first years of the HHS-RADV program, 
because we did not have sufficient data from the HHS-operated risk adjustment program (i.e.,
enrollee-level EDGE data) at that time. HHS chose MA-RADV error rates because the MA-
RADV program utilizes a similar HCC-based methodology to estimate risk of enrollees, and
determines payment error rates based on evaluation of enrollee risk profiles and medical record
validation. HHS determined that MarketScan® data was the best primary source that was
available to approximate enrollee risk profiles in risk adjustment covered plans at the time, and
used the MarketScan® data to calibrate the HHS-RA models.36

Stratification
In the individual market, the percent of enrollees with at least one HCC is approximately 22

percent - that is, approximately 78 percent of enrollees do not have an HCC.37Therefore, HHS
determined that taking a simple random sample for HHS-RADV would not achieve the goal of
evaluating higher risk enrollees within the population because a random sample would be
composed primarily of enrollees with no HCCs or RXCs. Instead, using a simple age and risk 
score stratification, HHS divides each issuer’s enrollee population into mutually exclusive 
groups or “strata” based on recorded risk scores, age, and presence of HCCs and RXCs, which 
are prescription drug categories that were added to HHS-RA adult models beginning with the 
2018 benefit year. Statistical theory indicates that stratification of a population prior to sampling
and the selection of more cases from strata with greater variance can increase the likelihood that 
the sample achieves targeted levels of confidence and precision relative to a simple random
sample for which no stratification is performed. Based on the available data, HHS divides the
relevant population into 10 strata, representing different age and risk score bands. This method of
stratification is similar to that used in the MA-RADV program, which divides enrollees into
three strata, representing low, medium, and high risk expenditures.

36HHS began incorporating enrollee-level HHS-RA data in its recalibration of the HHS-RA model beginning in the 
2019 HHS-RA benefit year, as finalized in the 2019 Payment Notice. See 83 FR 16939 169 1.
37 See Figure 3 of https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization
Programs/Downloads/Summary-Report-Risk-Admstment-2018.pdf.

-
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Table 2.1 provides a listing of assigned strata by risk level for each age group. Strata 1-3
represent low, medium, and high-risk adults with the presence of at least one HCC or RXC. HHS
updated the stratification logic for the three adult strata starting with the 2018 benefit year by
adding the HCC or RXC condition.38RXCs are only used in the adult risk adjustment models
and are not present or applicable for the remaining seven strata. Strata  -6 represent low,
medium, and high-risk children with the presence of at least one HCC. Strata 7-9 represent low,
medium, and high-risk infants with the presence of at least one HCC. Stratum 10 consists of the 
No-HCC and No-RXC population and is not further stratified by age or risk level. Prior to 2019
benefit year HHS-RADV, strata 1-9 (enrollees with HCCs or RXCs) comprised two-thirds of
issuers’ 200 enrollee samples, with stratum 10 (enrollees without HCCs) comprising one-third of
the sample. Beginning with the 2019 benefit HHS-RADV, the 10th stratum will no longer be
constrained.39

Table 2.1: Stratification M apping

HCC
Stratum

Age
Risk

Level
Stratum

Low 1

Adult Medium 2

High 3

Low 4

1 or More HCC(s) Child Medium 5

High 6

Low 7

Infant Medium 8

High 9

No H C Cs All N/A 10

2.3.3 Target Preci ion and Confidence Interval
HHS targets a 10 percent relative sampling precision (or margin of error) for a two-sided 95

percent confidence interval. We established a 10 percent precision target based on a survey of

38 HHS currently samples adults with RXCs or HCCs for strata 1 through 3. Because RXCs are not included in the 
calculation of HCC failures rates or error estimation, HHS is considering adjusting this sampling stratification 
methodology in future years.
39See 8 FR at 17 9 -17 95.
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guidance from the Office of Management and Budget (OMB), the Internal Revenue Service
(IRS), and the HHS-developed Payment Error Rate Measurement (PERM) program. 0

To meet the sampling precision target, each issuer needs to obtain a sample size such that 
1.96 1 multiplied by the standard error, divided by their estimated adjusted risk score, equals 10
percent or less.

P r  c i s i o n (1.96 * S E ) / R S Adj

In the formula above, S E is the standard error, which is the square root of the population 
variance, and RSAdj is the estimated adjusted risk score. As sample size increases, standard error
decreases, and precision improves (lower values of the precision measurement indicate a better 
precision) for a given estimated adjusted risk score.

2.3.4 Sample Size Calculation
HHS calculated the overall IVA sample size (n) using the following stratified mean estimator 

formula 2:

n = d " = i N hS h ) 2

S U  ^ +

• H is the number of strata;
• Nh is the population size of the h th stratum;
• Y is the adjusted total risk score estimate, derived from MA-RADV data;
• Sh represents the standard deviation of risk score error amount for the h th stratum, derived

from MA-RADV data;
• P r  c represents the desired precision level; and
• C I is the critical value for the confidence interval associated with the desired level, which is

1.96 for a two-sided 95 percent confidence interval.

Sample size precision analyses conducted using the formula above and proxy data from the 
MA-RADV program (Section 2.3.1) calculated a range of sample sizes to target 10 percent 
precision for a two-sided 95 percent confidence interval. Because there was no meaningful 
improvement in the estimated level of precision between a sample of 200 and larger sample
sizes, HHS finalized a sample size of 200 enrollees for the IVA for issuers with enrollment equal
to or greater than  ,000 enrollees.

To reduce financial and administrative burden for small issuers, HHS uses a Finite 
Population Correction (FPC) to calculate a smaller sample size for issuers with enrollment

 0See https://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicaid-and-CHIP
Compliance/PERM/index.html.
 1 Critical value for the two-sided 95 percent confidence level.
 2 The sample size formula can be found in Section 5.9: Cochran, William G., Sampling Techniques, third edition, 
John Wiley & Sons, 1977.
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between 50 and 3,999. If an issuer has an enrollment of fewer than 50 enrollees, its sample size
is equal to its enrollment. Issuers with 500 or fewer billable member months are exempt from
HHS-RADV. 3Additionally, beginning with the 2018 benefit year HHS-RADV, issuers that fall
below the materiality threshold of $15 million in premiums will only have an IVA audit 
approximately once in three years (barring any risk-based triggers that warrant more frequent
audits).  

The current enrollee sample size selected for the IVA is represented in the following Table
2.2.

Table 2.2: Current IVA Sample Sizes
Issuer Population Size (N) IVA Sample Size (n)

N >  ,000 n = 200

50 < N <  ,000
n 2 0 0 x F in i t  P o p u l a t i o n C o r r  c t io n (FPC)
FPC (N 2 0 0 ) / N
If (2 0 0 x FPC ) < 5 0 , n 50

N < 50 n N

2.3.5 Neyman Allocation
HHS calculates the individual sample size per stratum (nh) using the Neyman optimal 

allocation method. 5 The Neyman method is designed to maximize precision, given a fixed
sample size, using the Neyman formula:

• H is the number of strata,
• n  is the total sample size (e.g., 200 for most issuers);
• Nh is the population size of the h th stratum, and
• Sh represents the standard deviation of risk score error amount for the h th stratum, derived

from MA-RADV data.

The goal of sampling by strata is to pull samples that are not simply proportional to stratum
size, as this may under-represent or over-represent the true drivers of risk score error. Instead, the 
Neyman formula determines the optimal number to be sampled from each stratum, proportional 
to each stratum’s contribution to the total standard deviation of the population (i.e., larger 
samples are drawn from more variable strata). For the 2015, 2016, 2017, and 2018 benefit years
of HHS-RADV, HHS only used the Neyman formula to calculate the sample size for strata 1-9,
and set one-third of the sample size to be from the 10th stratum representing enrollees without

 3 5 C.F.R. § 153.630(g)(1).
    5 C.F.R. § 153.630(g)(2).
 5See https://methods.sagepub.com/reference/encyclopedia-of-survey-research-methods/n32 .xml .
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HCCs. 6 Starting with the 2019 benefit year HHS-RADV, HHS will use the Neyman formula to
determine the number of enrollees sampled in all 10 strata. 7

2.3.6 Preci ion of Current Sample Size 
HHS’s goal is to achieve good precision and high accuracy of group failure rates because 

group failure rates determine whether an issuer is an outlier that will have its risk score adjusted
to reflect its HHS-RADV error rate. HHS applies the risk score error rate to risk scores, which 
are used to adjust risk adjustment transfers.

Precision of the IVA sample is influenced by sample size, issuer population size, and risk 
score distribution. In the 2017 benefit year of HHS-RADV, most issuers reached the 10 percent 
group failure rate precision target. However, we found that issuers with sample sizes of fewer 
than 200 enrollees tended to have poorer precision than issuers with a sample size of 200
enrollees.

To forecast group failure rate precision for different sample sizes, we calculated the mean, 
standard deviation, and standard error of group failure rates from samples taken from the
combined enrollee population of all 2017 benefit year HHS-RADV issuers (except for 
Massachusetts issuers). In this analysis, we define group failure rate precision as the half-width 
of the 95th percent confidence interval:

Pr cislon = lc w , „ » „ , , - c W r B, , „ j
2

Figure 2.3 below shows the precision by HCC failure rate group for various sample sizes
using two different methods: bootstrapping and independent sampling. Independent sampling
requires drawing multiple samples without replacement from the issuer population, whereas 
bootstrapping involves taking one independent sample from the parent distribution and then
drawing multiple, equal-sized samples with replacement from that initial sample. For each
sample size, we calculated average group failure rates for the three HCC groups under both
methods.

 6See, e.g., 8 FR at 252.
 780 FR at 17 92 17 95.-
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F ig u re 2.3: P recisio n Com parison: Bootstrap  . Independent Sam pling M ethod
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Figure 2.3 shows that precision improves (decreases in value) as sample size increases, and
that on average, across all HCC groups, the current HHS-RADV sample size of 200 enrollees
achieves the 10 percent precision target. We estimate that approximately 9 percent of issuers 
with a sample size of 200 enrollees meet the 10 percent precision target in at least one HCC
group, and 60 percent of issuers with a sample size of 200 enrollees meet the target in all three
HCC groups. For sample sizes greater than approximately 170 enrollees, the marginal 
improvement in precision is small.

2.3.7 Accuracy/Repre entativene  of Current Sample Size 
In selecting HHS-RADV sample sizes, we also consider how well an issuer’s IVA sample

reflects their enrollee population, specifically, in the number and types of HCCs. Initial analysis
using the combined enrollee population of all 2017 benefit year HHS-RADV issuers (except for 
Massachusetts issuers) indicates that the sample group failure rates accurately represent the 
group failure rates of the simulated issuer population. In Figure 2. , we measure sample accuracy
by the difference between the sample group failure rate and the issuer population group failure
rate, across all three HCC failure rate groups. The range of differences between average sample
and population group failure rates narrows and levels off around a sample size of 170 enrollees, 
and the gains in accuracy are small for larger sample sizes. There is more variability in accuracy
for sample sizes below 170 enrollees, with standard errors increasing significantly for sample
sizes below 50 enrollees.
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In Figure 2.5 below, we compared the probability of finding specific HCCs at different 
sample sizes to four different population sizes (2,500;  ,000; 50,000; and 105,577) simulated 
from the same combined population of 2017 benefit year HHS-RADV issuer enrollees (except
for Massachusetts issuers). We used the Jensen-Shannon divergence (JSD) 8metric to compare 
the probability distributions of the samples and the populations. As the value of the JSD
decreases, the likelihood of finding the same HCCs in the simulated population and the sample
taken from that population increases.

 8Jianhua Lin. Divergence measures based on the Shannon entropy. IEEE Transactions on Information theory,
37(1):1 5 -151, 1991.
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F ig u re 2.5: Sam ple A ccu ra cy: D ifferen ce between Sam ple and Population H C C Frequency D istrib ution

The discrepancies in the frequency at which specific HCCs occurred in the samples and
simulated populations are inversely proportional to population size. However, for all simulated
issuer sizes, we observe a substantial improvement in the degree to which the sample accurately
represents the simulated population as sample size increases from roughly 25 to 100 enrollees. 
For samples larger than the current IVA sample size of 200 enrollees, there were only small
marginal gains in the alignment of the sample and simulated population HCC frequency
distributions. As such, our analysis shows that the current sample size of 200 enrollees achieves
meaningful precision and accuracy, after which point there are diminishing improvements in
these metrics and increased burden for issuers.

2.4 HHS-RADV IVA SAMPLE SIZE REFINEMENT

Goal for HHS-RADV IVA Sample Size Refinement
To refine our sampling methodology for future benefit years of HHS-RADV, we have the 

following goals:•

• Ensure samples accurately represent issuer enrollee populations
• Increase the number of samples that meet the 10 percent precision target
• Minimize the administrative and financial burden on issuers, recognizing that any

increase in sample size would increase the burden associated with retrieving and
submitting relevant medical records, particularly for small issuers

Taking into consideration these competing goals, we recognize that any modification to
sample sizes is unlikely to achieve all of them, and that some changes in sample sizes made to
achieve some goals may counter others. For example, if issuer burden were not a concern,
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increasing sample sizes for small issuers subject to the FPC under the current methodology could
be a reasonable means of meaningfully improving sample precision for these issuers. However,
an increase in sample size for issuer populations with low counts of enrollees with HCCs may
not result in marked improvements, as we anticipate these issuers would generally have difficulty
improving representativeness and precision. When considering modifications to the current
sampling methodology, we aim to balance these competing goals.

2.4.2 Option for Sample Size Refinement
HHS is contemplating several options to amend the methodology for enrollee sampling in

response to comments from issuers and other stakeholders. In response to some large issuers’
requests for larger IVA sample sizes, HHS is considering allowing issuers to elect larger sample
sizes despite evidence presented above that the current HHS-RADV IVA sample size of 200
enrollees is representative of underlying issuer populations and generally meets the 10 percent 
precision target. HHS cannot guarantee that a larger sample size will meaningfully improve the 
precision or representativeness of any issuer’s sample. We previously proposed this option in the 
2020 Payment Notice, but did not finalize this or any other changes to the IVA sample size in
that rulemaking. 9 If this option is available in future benefit years, and an issuer elects a larger 
IVA sample size, we anticipate it would be limited by a maximum sample size to be determined
by HHS, and the issuer would need to notify HHS of their chosen sample size by a date
determined by HHS in advance of sample selection for the HHS-RADV benefit year. The
number of enrollees sampled from strata 1-10 would still be calculated using the Neyman 
allocation method (Section 2.3.5) and the second validation audit (SVA) sample size would not 
increase in proportion to the elected IVA sample size - that is, the maximum SVA subsample
would remain at 200.50We would consider the option for issuers to request larger sample sizes
independent of, or alongside, one or more of the options described in Sections 2. .2.1 through 
2. .2.3.

We are considering sample size refinements, which are outlined in Sections 2. .2.1 through
2. .2.3 below, that may help reduce operational burden for smaller issuers who do not fall within
an exemption from HHS-RADV, while improving precision and representativeness of their IVA
samples. In response to concerns from issuers about the administrative and financial burden of
HHS-RADV, HHS currently uses three criteria to help identify small issuers for which the 
burden of sampling may be greater and the sample count of enrollees with HCCs may be too low
to result in a representative sample:

 9See 8 FR at 17 92 to 17 9 . Also see 8 FR 227 at 252 to 256.
50 The SVA sample sizes consist of an initial sample of 12 enrollees and expand, if necessary, to include 2 , 50, and 
up to 100 in the event of failure of pairwise means testing. If an SVA sample size of 100 has poor precision, the 
sample may be expanded to the full IVA sample of 200. See Section 7.3.3 of the 2018 HHS-RADV Protocols at:
https://www.regtap.info/reg librarye.php?i=290 .
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(1) Total annual premiums: Issuers at or below the $15 million premium materiality
threshold only have an IVA approximately every three years (barring any risk-based 
triggers that warrant more frequent audits)51

(2) Enrollee population: Issuers with enrollee populations below  ,000 are subject to the 
FPC that reduces their sample size to between 200 and 50

(3) Billable member months: Issuers with 500 or fewer billable member months are
exempt from HHS-RADV52

Most issuers that fall below the $15 million materiality threshold also have enrollee 
populations less than  ,000, but there are a few exceptions. Issuers with 500 or fewer billable 
member months typically have approximately 50 total enrollees.

We note that given application of the Neyman allocation to the 10th stratum beginning with
the 2019 benefit year of HHS-RADV and the other potential policy changes presented in this
paper, it is difficult to predict if sample size changes under these approaches will impact HHS- 
RADV failure rates, the determination of outlier status, and error rates.

2.4.2. Vary Sample Size Based on Issuers’Distance from the HCC Group Failure Rate
Outlier Threshold and Precision

One option under consideration to adjust sampling would be to vary sample size based on
issuers’ distance from the HCC group failure rate outlier threshold and group failure rate
precision using a prior year’s HHS-RADV results. We previously proposed this method to adjust
sampling in the 2020 Payment Notice, but did not finalize this or any other changes to sample
size in that rulemaking.53Under this approach, HHS would increase the sample size for issuers
that meet both of the following conditions:

(a) HCC group failure rates that fall outside 1.6 5 standard deviations of the mean in at 
least one HCC group;5 and

(b) Group failure rate precision for the same HCC group above the 10 percent target.

Both conditions are evaluated using the HHS-RADV results for the benefit year two years
prior to the benefit year for which the HHS-RADV sample is being drawn in at least one HCC
group. Samples sizes for issuers who do not meet the above conditions would be determined
using the current sampling methodology (described in 2.3. ) .55

Issuers with HCC group failure rates that do not fall outside 1.6 5 standard deviations of the 
mean or that meet the 10 percent precision target in all HCC groups would still have a sample

51 8 FR at 17503.
52Although issuers exempt via the materiality threshold random sampling and with 500 or fewer billable member 
months statewide are exempt from performing an HHS-RADV initial validation audit, they are not exempt from
transfer adjustments as a result of the application of HHS-RADV error rates in their state market risk pool.
53 See 8 FR at 17 92 to 17 9 . Also see 8 FR 227 at 252 to 256.
5 1.6 5 is the critical value for the two-sided 90 percent confidence level and c is the standard deviation of the
issuer population.
55As noted below, sample sizes for issuers who did not participate in HHS-RADV in the applicable prior year
would also be calculated using the current sampling methodology.
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size of 200, or smaller for issuers with enrollment between 50 and 3,999 enrollees, as the FPC
would still apply. In the current error estimation methodology, we use a 95 percent confidence 
interval, or 1.96 standard deviations from the mean, to determine whether issuers are outliers in
each HCC group, and ultimately to calculate error rates.56Expanding the confidence interval to
90 percent, or 1.6 5 standard deviations from the mean, to determine sample sizes would ensure 
that issuers that had higher- or lower-than-average HCC group failure rates in a prior year of
HHS-RADV, but were not identified as group failure rate outliers due to poor precision in their 
samples, have larger sample sizes in future years of HHS-RADV. Due to the HHS-RADV 
timeline and the timing of the availability of the previous year’s HHS-RADV results, this option
would use HCC group failure rates from HHS-RADV results from the benefit year two years 
prior to the benefit year being audited to adjust the sample (e.g., 2018 benefit year results would 
determine 2020 benefit year HHS-RADV sampling).

Sample sizes for issuers that meet these conditions in at least one HCC group would be
adjusted based on the distance of their current precision to the 10 percent target precision using 
the formula below:

W n w Hinitial *
P r  c i s i o n curr nt

P r  c i s i o n n  w ja r g  t )■

Where ninitiai equals  00 for issuers with populations larger than 50,000 enrollees and nmrnai
equals 200 for all other issuers. Extra-large issuers with poor precision and HCC group failure 
rates that fall outside 1.6 5 standard deviations of the mean would have larger sample size
increases compared to medium-sized issuers. An issuer’s final sample size would be the 
maximum nn w calculated for each of the HCC groups in which the issuer meets the group failure
rate and precision criteria.

Issuers with $15 million or less in premiums who are selected to participate in HHS-RADV in a
given benefit year could have much larger sample sizes under this methodology if they had poor
precision in prior years of HHS-RADV. To limit the additional burden imposed on these issuers, 
we would use the approach that results in the smallest sample size from the sample size
calculation methods below:

(1) The calculated sample size using the precision formula above; or
(2) The current sample size of 200 enrollees for issuers with enrollee population sizes greater 

than or equal to  ,000; or
(3) If an issuer has fewer than 200 enrollees, we would set their sample size equal to their 

population size in order to maximize precision.

We used the 2017 benefit year HHS-RADV results to test the option to vary sample size
based on issuers’ distance from the HCC group failure rate threshold and precision. We estimate
that, out of the approximately 51 issuers expected to participate in HHS-RADV for benefit year

56As detailed above, the current sampling methodology targets a 10 percent relative precision (or margin of error)
for a two-sided 95 percent confidence interval.
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2020, approximately 92 issuers (57 of which we estimate would be issuers with $15 million or
less in premiums, representing 38 percent of such issuers) would have their target sample size
increased under this approach. Sample sizes for issuers that would experience sample size
increases would range from approximately 117 to  62 enrollees.

Figure 2.6: Issuers Affected by Adjustment Based on Issuers’Distancefrom the HCC Group Failure Rate
57Outlier Threshold and Precision

Issuers with HCC group failure rates that fall outside 1.6 5 standard deviations of the mean
and with precision far from the 10 percent precision target (highlighted in Figure 2.6) would
have an opportunity to improve their precision with the larger sample sizes under this option.
Additionally, larger sample sizes could give issuers the opportunity to retrieve more accurate and
complete medical records for HHS-RADV by capturing enrollees with HCCs that may have been
missed in smaller samples.

However, we have concerns about the potential burden associated with this option for small
issuers with $15 million or less in premiums, poor precision, and HCC group failure rates that 
fall outside of the 90 percent confidence interval. These issuers would have larger sample sizes
under this option for the benefit year(s) in which they are selected to participate in HHS-RADV. 
Financial and administrative burden could increase for those issuers when they may not have the 57

57Figure 2.6 shows failure rate precision results for 512 issuers offering risk adjustment covered plans in the 2018
benefit year with 2017 benefit year HHS-RADV results. Issuers “above materiality” have total annual premiums 
above $15 million. Issuers “below materiality” have total annual premiums at or below $15 million. Most issuers 
that fall below the $15 million materiality threshold also have enrollee populations less than  ,000, but there are a 
few exceptions. Beginning with 2018 benefit year HHS-RADV, issuers below the materiality threshold will be 
subject to random (or targeted) sampling. See 81 FR 9 058 at 9 10 - 9 105.
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capacity to retrieve more accurate medical records, and they may lack the additional enrollees 
needed to increase their sample size or meaningfully improve their precision.

Specifically, issuers with populations of fewer than 1,100 enrollees may not have enough
enrollees with HCCs from which to sample. Based on an analysis of issuers in 2018 benefit year 
risk adjustment (Figure 2.7 below), approximately half of issuers with premiums at or below $15
million had fewer than 200 enrollees with HCCs. Since group failure rate precision is determined
by the number of enrollees in the population with HCCs, a larger sample for these issuers would
not necessarily improve their group failure rate precision. For example, increasing the sample
size under this option from 150, as calculated under the FPC, to 200 for an issuer with a
population between 50 and 3,999 enrollees may result in 50 more enrollees without HCCs being 
sampled, which would provide no meaningful improvement in group failure rate precision.

F ig u re 2.7: Total N um ber o f Issu e r E n ro llees by Total num ber o f Issu e r E n ro llees with H C C s

Total Number of Enrollees

Moreover, this option requires using data from two years prior to adjust issuers’ sample sizes,
because sampling for each benefit year occurs before HCC group failure rates from the prior 
benefit year becomes available. For example, 2020 benefit year HHS-RADV sample sizes would
need to be determined using 2018 benefit year HHS-RADV group failure rates because 2020
benefit year HHS-RADV sample sizes would need to be calculated before 2019 benefit year
HCC group failure rate results are available. We recognize that another limitation of this
approach is that using prior year HCC group failure rates may not be representative of an issuer’s
current population because population characteristics could change dramatically over two years, 
especially for small issuers. Additionally, this sample size adjustment would not be available for 
issuers that did not participate in HHS-RADV two years prior to when sample sizes are
calculated because they would not have HCC group failure rate results available to calculate their
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sample size. Sample sizes for these issuers would be calculated using the current sampling
methodology (described in 2.3. ).

from multiple prior years of HHS-RADV once enough data becomes available, to potentially 
alleviate concerns that using one year of failure rate data may not be representative for 
determining sample sizes. However, this would not completely alleviate the concern of using 
prior year HCC group failure rates to represent issuers’ current populations. Since we currently
only have two years of HHS-RADV, only one of which is a non-pilot year, we believe more data
and analysis of potential trends in failure rates across multiple years is needed. Additionally, 
because the HCCs in each HCC failure rate group, as well as the means and standard deviations
of HCC group failure rates change year over year, the cutoff values for the 95 percent confidence
interval in the current sampling methodology also vary year to year. This could make it difficult 
to combine issuers’ historical failure rates across multiple years to determine which issuers to
target for larger sample sizes under this option.

2.4.2.2 Re-evaluate the Standard Sample Size Using National Average HHS-RAD VError
Rates Instead ofProxy Datafrom MA-RADV

To align our sampling methodology with risk adjustment program policy to use the most
recently available program data as source data, under this approach, HHS would calculate
sample size using national average HHS-RADV error rates instead of proxy data from MA- 
RADV (that we used to determine the current IVA sample size of 200). For issuers with
population sizes of  ,0 00 enrollees or more, we would vary sample size based on issuer-specific 
population size, the distribution of enrollees between strata, and standard deviations of risk score
errors among the 10 strata. The FPC would still be used to calculate a smaller sample size for 
issuers with enrollment between 50 and 3,999 enrollees. In addition, if an issuer has fewer than 
50 enrollees, its sample size would remain equal to its enrollment.

Specifically, if an issuer’s population size is  ,000 or more enrollees, then the same
formula used to calculate the current IVA sample size from MA-RADV data would be used:

• Nh  is the population size of the h th stratum;
• Y is the adjusted total risk score estimate, that is, the adjusted total HHS-RADV risk

score estimate using the average HHS-RADV error rate calculated by all issuers;
• Sh represents the standard deviation of risk score error amount for the h th stratum.
• P r  c represents the desired precision level (still 10 percent); and
• C I is the confidence interval associated with the desired level, which is 1.96 for a two-

sided 95 percent confidence level.

Under this option, an issuer’s sample size would depend on its total population size and the 
distribution of enrollees and risk score errors between strata, so there would be no guarantee that 
its sample size would increase proportionally to its population size. Using the 2017 benefit year

We are also considering whether we should evaluate combining HCC group failure rate data

Œft=i N ftS fr)2
n =•
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HHS-RADV results, we estimate that approximately 330 issuers (all with populations of  ,000 or
more enrollees) would have their sample sizes increased under this option out of the 
approximately 51 issuers expected to participate in HHS-RADV in benefit year 2020. We also
estimate that approximately 31 issuers would have their sample size decreased, as this option
would allow for customized sample sizes to achieve the targeted precision for each issuer. In
total, we estimate this option would lead to an average sample size of 230 enrollees and an
average sample size increase of 25 percent.

The data used to calculate the standard sample size under this option will better represent the
population enrolled in risk adjustment covered plans than the MA-RADV data used to calculate
the current standard sample size of 200. Further, though increasing sample sizes would increase 
operational burden for issuers, larger sample sizes could improve issuers’ precision and help
issuers obtain more accurate HHS-RADV results by capturing more enrollees with HCCs in the
IVA sample.

Similar to the approach outlined in Section 2. .2.1 that uses failure rates from two years
prior, this option would also require using errors rates from two years prior, due to the timing of
the calculation and release of HHS-RADV error rates and the timing of HHS-RADV sampling. 
However, this data is more recent and applicable to the enrollees in risk adjustment covered
plans than the MA-RADV error rate data used in the current sampling approach. Additionally, 
unlike the option outlined in Section 2. .2.1, this option uses the aggregated HHS-RADV results
across all issuers, which may remediate some of the concerns introduced by using data from two
years prior (e.g., use of prior year error rates may not be representative of an issuer’s current
population).

There are some other considerations for this option. If we were to determine the 2020 benefit 
year sample size based on results from the 2018 benefit year HHS-RADV data, the resulting
sample size under this option could be smaller than what is forecast in this white paper using
2017 benefit year HHS-RADV data. For example, if the average error rate in 2018 benefit year 
HHS-RADV is significantly smaller than that of 2017 benefit year HHS-RADV, the resulting 
sample size(s) under this option would be smaller. Additionally, we currently have multiple
benefit years of MA-RADV error rate data to use to predict sample sizes, but only have one non-
pilot year of HHS-RADV data available to conduct this analysis and would only have two non-
pilot years of HHS-RADV data if we implement this option for 2020 benefit year HHS-RADV 
sampling. In future years, once more HHS-RADV data becomes available, we would have more
data to analyze potential trends in error rates across multiple years, and we could also further
consider combining multiple benefit years of error rate data to calculate sample sizes. This paper 
does not outline options or offer an analysis related to the use of multiple benefit years of error
rate data because there is currently only one non-pilot year of HHS-RADV data available. This
option would also require the establishment of a different approach for determining samples
sizes for issuers that did not participate in HHS-RADV two years prior to when sample sizes are
calculated. Sample sizes for these issuers would be calculated using the current sampling
methodology (described in Section 2.3. ).
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2.4.2.3 Consider Other Sampling Options and Measures to Reduce Burden on Issuers with
Small Populations

Another option to improve the precision and accuracy of samples for issuers with small
populations is to maintain the current standard sample size of 200 enrollees for issuers who have
sufficient enrollees in strata 1-10 to satisfy the Neyman allocation formula for that sample size.
For issuers who do not have sufficient enrollees in strata 1-10 to satisfy the Neyman allocation 
formula, we would (a) determine an issuer-specific sample size that would reflect the sample size
that satisfies the formula using their population total number of enrollees with HCCs or (b)
consider adoption of additional criteria to exempt these issuers from HHS-RADV. Under this
option, the FPC currently used to calculate the sample size for HIOS IDs with enrollment
between 50 and 3,999 enrollees would no longer be used.

Figure 2.7 in Section 2. .2.1 above (the first option for sample size refinement) indicates that 
issuers with populations of fewer than 1,100 enrollees may not have enough enrollees with
HCCs from which to draw a sample to satisfy the Neyman allocation formula with a sample size
of 200 enrollees. We chose a standard sample size of 200 enrollees based on our analysis
described in Sections 2.3.6 and 2.3.7 above that increasing the sample size to more than 200
enrollees generally leads to minimal improvement in precision and accuracy. To determine 
which issuers would not be able to satisfy the Neyman allocation formula with a sample size of
200 enrollees under this option, for each issuer, we calculated sample sizes (nh) for strata 1-958
(strata containing enrollees with HCCs) using the Neyman formula:

N hS;
n h n x

hJ h
' H
■>h 1N f iSfo

• H is the number of strata,
• n  is the total sample size (set to 200 under this option),
• N h is the population size of the h th stratum, and
• Sh represents the standard deviation of risk score error amount for the h th stratum.

Then, we determined which issuers had a total number of sampled enrollees in strata 1-9
greater than their total population of enrollees with HCCs (i.e., issuers that had a deficit of
enrollees with HCCs from which to sample). Based on two analyses, one using MA-RADV error 
rate data (used to determine 2017 benefit year HHS-RADV samples) and another using 2017
benefit year HHS-RADV error rate data, we found that issuers with 1,100 or more enrollees or
approximately 8,500 billable member months would have a sufficient total number of sampled
enrollees in strata 1-9 to have an IVA stratified sample of 200 enrollees.

Under this option, issuers required to participate in HHS-RADV (that is, excluding issuers
that meet the 500 or fewer billable member months exemption criterion) that we determine do
not have enough enrollees with HCCs to satisfy the Neyman allocation formula for strata 1-10
with a sample size of 200 enrollees would have an issuer-specific sample size equal to the sum of

58We did not include stratum 10 in our analysis to determine which issuers would not be able to satisfy the Neyman 
allocation formula under this option because we assume that all issuers have sufficient enrollees without HCCs in
their populations.

= -
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all of their enrollees with HCCs in each stratum 1-9 and the stratum 10 sample size that satisfies
the Neyman allocation formula. This would give issuers with small populations who are required 
to participate in HHS-RADV an opportunity to improve their sample precision and accuracy. We
anticipate that sample sizes would increase for some of these issuers and decrease for others
when compared to the current sampling methodology (described in Section 2.3. ). Using the 
2017 benefit year HHS-RADV results, we estimate the average sample size for these 
issuers would be approximately 86 enrollees. Each issuer unable to meet the required
strata would have all enrollees with HCCs in their population sampled. We further note that we
predict that most issuers that do not have enough enrollees with HCCs to satisfy
the Neyman formula will likely fall under the $15 million materiality threshold exemption from
HHS-RADV at  5 C.F.R. § 153.630(g)(2) and thus, would be subject to HHS-RADV 
approximately every three years (barring any risk-based triggers that would warrant more
frequent audits).

Alternatively, we could consider adopting additional criteria to exempt these issuers from
HHS-RADV, thereby reducing burden for issuers required to participate in HHS-RADV in
circumstances where there is little or no potential to meaningfully increase group failure rate
precision or improve representativeness of issuers’ samples. For example, we could expand our 
current 500 billable member month exemption cutoff to provide relief for issuers with 8,500 or
fewer billable member months. Billable member months, the current metric used for the HHS- 
RADV exemption at  5 C.F.R. § 153.620(g)(1), may more accurately represent plan enrollment
than the count of enrollees, the metric used to identify issuers with low counts of enrollees with
HCCs (see Section 2. .2.1), and would align with the billable member month premium that we 
use to calculate risk adjustment transfers. We are interested in comments on the appropriateness 
of using billable member months as a metric for this new exemption cutoff in comparison to
other metrics and the exemption cutoff value of 8,500 billable member months. Similar to issuers 
with 500 billable member months or fewer that are currently exempt under § 153.620(g)(1),
issuers who qualify for this new exemption would not be exempt from the effects of HHS- 
RADV on transfer adjustments that may occur in their state market risk pool as a result of the 
application of HHS-RADV results. In addition, if we were to pursue this option and increase the 
number of issuers exempt from HHS-RADV, we would conduct targeted audits of exempt 
issuers under  5 C.F.R. § 153.620(c)59 in order to mitigate the potential for gaming.

Although this alternative option would address the goal of decreasing burden for issuers
below the new potential billable member month cutoff value60, we have significant concerns
about expanding the exemptions from HHS-RADV in this manner. Our main concern is the 
potential for gaming. In certain state market risk pools, some issuers below the new potential 
exemption cutoff may have a high risk score in comparison to the state market average risk score
and HHS-RADV would not ensure those risk scores were not over-reported if this option were

59  5 C.F.R. § 153.620(c) states that HHS or its designee may audit an issuer of a risk adjustment covered plan to
assess its compliance with the requirements of the risk adjustment program.
60Issuers that fall below the new potential billable member month exemption cutoff would also likely fall below the 
$15 million materiality threshold. However, under the new potential billable member month exemption, these 
issuers would not be required to participate in HHS-RADV approximately every three years.
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adopted. This policy could also remove the incentives for these issuers to be vigilant in their 
coding practices and accurate in their EDGE data submissions. Further, as noted above, the
existing materiality exemption at  5 C.F.R. § 153.630(g)(2) currently provides for decreased
burden on issuers that would fall below the new potential billable member month exemption
because they are currently only required to participate in HHS-RADV approximately every three 
years (barring any risk-based triggers that would warrant more frequent audits).61

Rather than look to adjust the sample size methodology, HHS is also considering different 
approaches to improve precision for issuers with low HCC counts, such as modifications to the
outlier detection methodology described in Chapter 3 of this paper.

2.5 HHS’ Pe r s pe c t i v e
HHS is interested in transitioning toward using HHS-RADV error rate data to replace MA-

RADV proxy data and a preference for determining sample sizes in future years as outlined in
Section 2. .2.2. This would be consistent with HHS’ risk adjustment program policy to use most
recently available program data as source data, such as the transition in recent years from
MarketScan® data to the most recently-available enrollee-level EDGE data for the annual
calibration of the HHS risk adjustment models. We forecast that the average sample size
calculated using HHS-RADV error rate data consistent with the approach in Section 2. .2.2 for 
most issuers with populations of  ,000 or more enrollees would be relatively close in size to their 
samples of 200 under the current methodology. However, we only had one year of non-pilot 
HHS-RADV results available to forecast sample sizes under this option; future years of HHS- 
RADV may have smaller or larger error rates that may result in smaller or larger sample sizes for 
these issuers.

We acknowledge that the HHS-RADV operational timeline precludes our ability to make 
changes to the sampling methodology for the next applicable HHS-RADV benefit year (i.e.,
2019 benefit year HHS-RADV), and that our analysis of policy options could benefit from the 
examination of several more years of HHS-RADV data that will become available before the
start of 2020 benefit year HHS-RADV. While we previously requested comment in the 2020
Payment Notice on the possibility of permitting issuers to voluntarily increase sample sizes, we 
note that the current HHS-RADV sample size of 200 enrollees is representative of underlying
issuer populations and generally meets the 10 percent precision target, as described in Sections
2.3.6 and 2.3.7. However, we continue to solicit feedback from issuers on whether electing a
larger sample size than required by HHS is a desired approach. Lastly, we are interested in
feedback from stakeholders on all of the options outlined in Section 2. .2 that include: 1) varying 
issuers’ samples for issuers with poor precision and who have an HCC group failure rate that 
falls outside 1.6 5 standard deviations of the mean; 2) utilizing HHS-RADV error rates in the 
calculation of issuer-specific sample sizes for issuers with  ,000 or more enrollees, while 
continuing use of the FPC for small issuers; or 3) considering other sampling options and
measures (including potential expansion of HHS-RADV exemptions) to reduce burden on

61 Ibid.
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issuers with small populations. Under the third option, HHS would conduct targeted audits under 
 5 C.F.R. § 153.620(c) of issuers who are exempt from HHS-RADV to mitigate the potential for 
gaming that could result from expanding the exemptions from HHS-RADV.
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3. M d i f i c a t i  n s t  Ou t l i e r De t e r m i n a t i  n

In this chapter, we review the process by which we determine whether an issuer qualifies as a
failure rate outlier in HHS-RADV. This outlier determination process may prompt an adjustment 
to the issuer’s risk score as calculated based on data reported on its EDGE server. We discuss
two factors that may impact this process—HCC count and the interaction between HCC
hierarchies and HCC failure rate groups—and explore several methodological changes that may
help more precisely identify true outliers.

3.1 Ov e r v i e w  f Fa i l u r e Ra t e Ou t l i e r De t e r m i n a t i  n
As discussed in Section 1.2.1, the fourth step in the HHS-RADV process is error estimation. 

As a part of this stage, HHS determines the rate at which audit-validated HCCs62differ from
EDGE-recorded HCCs and groups these HCCs into three (3) HCC failure rate groups (low,
medium, and high). These rates are used first to establish a national standard, and then to
determine whether individual issuers fall outside of an acceptable range of variation from that 
standard. Those issuers who fall outside of the acceptable range are termed outliers and their risk 
scores are adjusted based on the errors discovered during HHS-RADV.63 The risk adjustment 
transfers for the applicable state market risk pool are modified in accordance with these risk 
score adjustments.6 The specifics of this process are discussed below.

3.1.1 The Current Methodology
Under the current methodology, if an issuer’s failure rate for an HCC group falls outside the 

confidence interval for the weighted mean failure rate for the HCC group, the issuer is
considered an outlier for that HCC group. We use a 1.96 standard deviation cutoff,
corresponding to a 95 percent confidence interval, to identify outliers. To calculate the thresholds
for classifying an issuer’s group failure rate as an outlier or not, the lower and upper limits of the 
confidence interval are computed as:

L B g g ( G F R G) s i g m a c u t o f f * S d { G F R c)

U B g g ( G F R G) + s i g m a c u t o f f * S d ( G F R G)

Where:

g ( G F R c ) and S d ( G F R c ) are calculated as described in Section 1.2.3 of this
paper.

s i g m a c u t o f f is the parameter used to set the threshold for the outlier detection
as the number of standard deviations away from the mean; in this case, 1.96.

62 That is, HCCs validated by the IVA or SVA, as applicable.
63 5 C.F.R. § 153.350(b).
6  5 C.F.R. § 153.350(c).
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L B g ,U B g are the lower and upper thresholds to classify issuers as outliers or non-
outliers for group G.

When an issuer’s HCC group failure rate is an outlier, we reduce (or increase) the value of
each of the applicable IVA sample enrollees’ HCC coefficients by a proportion defined by the 
difference between the outlier issuer’s failure rate for the HCC group and the national weighted 
mean failure rate for the HCC group. Formally, this adjustment amount is determined65by:

If  F R ? > U B g or G F R ? < L B G:

Then F l a g f " o u t l i  r " and A d j u s t m  n t f G F R f g ( G F R G)

If G F R f < U B g and G F R f > L B G:

Then F l a g f = "n o n o u tl i  r" and A d j u s t m  n t f 0

Where:

F l a g f is the indicator if issuer i’s group failure rate for group G is located beyond a
calculated threshold that we are using to classify issuers into “outliers” or “non-outliers”
for group G.

A d j u s t m  n t f is the calculated adjustment amount to adjust issuer i’s EDGE risk
scores for all sampled HCCs in group G.

By this process, it is possible for an issuer to be flagged as an outlier and receive an
adjustment in one of two ways. The issuer may be a positive outlier, meaning that the audit66 was
unable to validate a higher proportion of HCCs in a failure rate group than the national average; 
or the issuer may be a negative outlier.

The term “negative outliers” refers to issuers whose failure rate is demonstrated to be lower 
than the national average due to a failure rate lower than the lower threshold L B G, indicating a
statistically significant difference. Such outliers may occur if the audit resulted in a higher 
proportion of HCCs that are validated by the IVA in comparison to the national average, and if
that difference is statistically significant. Negative outliers may also occur if the audit found a
higher proportion of HCCs in the audit data that were not present in the EDGE data than the 
average issuer (i.e. “found HCCs”). If the number of found HCCs in a failure rate group exceeds
the number of non-validated HCCs in that failure rate group for that issuer, it is possible for a
negative failure rate to result.

65 See 83 FR 16930 at 16963
66That is, the medical record retrieval and coding process performed by the IVA or SVA Entity, as applicable.
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Found HCCs in an HCC grouping can happen for a variety of reasons.67At a high level,
during the course of the medical record review by the IVA (or SVA as applicable), the IVA (or 
SVA) may find an HCC that is not associated with an HCC for an enrollee that was recorded in
an issuer’s EDGE server data. For example, a chronic condition may not have been diagnosed in
the benefit year being audited, and therefore, the issuer may not have recorded that HCC in its
EDGE server data. However, upon medical record review, that HCC may be found by the IVA 
(or SVA) and incorporated into an issuer’s failure rate results in accordance with the guidelines 
on chronic, lifelong conditions outlined in the applicable benefit year’s HHS-RADV Protocols.68

If an issuer is flagged as either a negative or positive outlier in a group, the adjustment value 
is applied to applicable HCCs for each enrollee on that issuer’s EDGE server and the resulting 
HCC-level adjusted risk scores are summed for each enrollee to arrive at the enrollee adjustment,
A d j u s t m  n t i  , as described in Section 1.2.3 above. The enrollee-level adjustment is then
aggregated for all of the issuer’s enrollees on its EDGE server to arrive at the risk score error 
rate, which reflects the degree to which the risk score values found during the audit exceed or fall
short of the risk score values reported through the EDGE server, relative to the national average 
rate at which EDGE and audit risk scores differ. HHS applies this value to the issuer’s PLRS and
adjusts the applicable benefit year’s risk adjustment transfers for the state market risk pool(s) in
question.

3.2 Ad d r e s s i n g t h e In f l u e n c e  f HCC C u n t  n Ou t l i e r De t e r m i n a t i  n
Under the current methodology, we use national failure rate benchmarks to define a single set

of confidence intervals that we apply to each of the three (3) HCC groups—based on the normal 
distribution—against which we validate all issuers’ individual failure rates. Standard statistical 
theorems69 state that as sample sizes increase, the sampling distribution of the means of those 
samples (in this case, the distribution of mean HCC group failure rates) will more closely
approximate a normal distribution. At sufficient sample sizes, these theorems allow for normality
to be assumed for statistical testing, ensuring the stability and reliability of results.

67 Some stakeholders have suggested that including found HCCs in the calculation of failure rates may be counter to
the goals of the HHS-RADV program. We disagree and believe that it is appropriate to include found HCCs to
account to some extent for HCCs that were miscoded as another HCC within the same HCC hierarchy on EDGE. It
is also necessary to ensure the HHS-operated risk adjustment program transfers funds from issuers with lower-than
average actuarial risk to issuers with higher-than-average actuarial risk. A further discussion of these types of
miscoding scenarios is in Section 3.3 of this paper.
68See, e.g., Appendix E of the 2018 Benefit Year HHS-RADV Protocols, available at:
https://www.regtap.info/reg librarye.php?i=290 . As described in the 2018 Benefit Year HHS-RADV Protocols,
CMS has implemented new HHS-RADV specific guidance related to chronic/lifelong conditions for 2018 HHS- 
RADV by updating the 2017 benefit year HHS-RADV ‘Chronic Condition HCC’ list with a simplified list of
Lifelong Permanent Conditions, which is a subset of the conditions listed for 2017 HHS-RADV.
69 In other words, the Central Limit Theorem (CLT). For background regarding the CLT, please see Ivo D. Dinov, 
Nicolas Christou, and Juana Sanchez. "Central limit theorem: New SOCR applet and demonstration activity." 
Journal of Statistics Education 16, no. 2 (2008). DOI: 10.1080/10691898.2008.11889560 .
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As discussed in Chapter 2, we have already indirectly limited the inclusion of issuers below a
certain number of enrollees through the exemption for issuers with 500 or fewer billable member 
months.70Although this exemption was primarily introduced to reduce disproportionate burden
to issuers with fewer financial resources, it has the additional benefit of reducing the number of
typical issuers who could be flagged as outliers due to low HCC counts in an HCC failure rate
group. However, we believe that it is worthwhile to further mitigate the potential for typical 
issuers with low sample sizes to be flagged as outliers, on the basis that some samples may have 
too few HCCs to reliably determine whether their HCC failure rates in certain HCC groups are
statistically different from the national means. As such, we are considering options to refine the 
outlier identification approach.

Although our sampling methodology is based on enrollee counts, the current error estimation
methodology is based on HCC counts. For this reason, even though our analysis of sample size
indicates that 200 enrollees provides sufficient precision on average as described in the previous
chapter on sampling, the mismatch between the unit of analysis used for sampling and that used 
for error estimation may occasionally lead to fewer HCCs in an HCC group than may be
necessary to reliably determine whether an issuer is statistically different from the national 
(average) HCC failure rate, as defined by static, national 95 percent confidence intervals. In
effect, the national confidence interval may represent 95 percent confidence in th  o ry , based on
the assumptions that:

(1) all issuers come from a common population of issuers who are generally similar to each
other regarding the obstacles they face in claim validation;

(2) the normal distribution is a fair approximation of the distribution of the failure rate; and

(3) issuers’ samples are similar enough in HCC count that the precision of their failure rate
estimates is about equal.

However, if any of these assumptions is substantially violated, the confidence level of the
interval may diverge from 95 percent for some issuers in practice. For the purposes of this
discussion, we will refer to the value that reflects the percentage confidence in practice as the 
p r a c t i c a l c o n fid  n c  l v  l.

To further examine this issue, we conducted an analysis in which we simulated the selection
of samples from an average issuer using progressively smaller HCC counts (Figure 3.1).
Through this process, we identified a threshold of 30 HCCs in an HCC group reported in EDGE 
data for a sample of enrollees as the threshold where the practical confidence level of the
national confidence interval was lower than the theoretical 95 percent. This analysis indicates 
that the current methodology may be overly sensitive for issuers with fewer than 30 HCCs in an
HCC group.

70  5 C.F.R. § 153.630(g)(1).
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Figure 3. . Resampling Simulation Comparing Theoretical and Practical Confidence Level
of Current HHS RADV Results by the Number ofHCCs in a Sample
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The result of this analysis suggests that issuer-specific HCC counts within an HCC group can
help refine the methodology to more precisely identify true outliers. Using a single, static
confidence interval across all issuers may have the impact that some issuers with low HCC
counts within an HCC group could be identified as outliers, although at the population-level 
(rather than sample-level), they may be a typical issuer, that is, an issuer with a population-level 
failure rate indistinguishable from the national average. In effect, the static national 95 percent 
confidence interval may be too narrow to determine statistical significance at the desired
confidence level when HCC count is below 30.

Furthermore, given that the national confidence intervals are static and do not vary based on
individual issuer sample characteristics, there is the potential for atypical issuers with 
population-level failure rates that are very far from the national mean to have sample failure rates
that fall within the confidence interval. In such cases, these issuers would not be identified as
outliers in HHS-RADV.

Failure Rate
Methodology

Current Methodology

Either of these situations will have an impact on other issuers in the state market risk pool. In
the first case, some typical issuers, because of low HCC counts, may be identified as negative
outliers under the current methodology, prompting an increase in their risk score, a higher 
payment or lower charge for the outlier issuer, and therefore lower payments or higher charges
for other issuers in their state market risk pool. If these issuers are instead identified as positive 
outliers under the current methodology, their risk score will be decreased, resulting in lower 
payments or higher charges for the outlier issuer and increased payments or decreased charges to 
other issuers in their state market risk pool. Other issuers in the state market risk pool would also
be impacted if atypical issuers whose population-level failure rates are above the national mean
are not identified as positive outliers due to the static nature of the national confidence intervals, 
failing to prompt adjustments to transfers. Atypical issuers with failure rates well below the 
national mean could be harmed if they were not identified as negative outliers due to static

-
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national confidence intervals that do not vary based on HCC count and other sample
characteristics.

As the single set of static national confidence intervals appears to yield intervals that are too
narrow for some issuers’ HCC counts and too wide for other issuers’ HCC counts, we believe 
that a methodology that would scale confidence intervals across the full range of HCC counts in
our issuer population would permit more precise identification of true outliers. To this end, this
chapter explores several alternatives to modify the current error estimation methodology.

3.2.1 Ba ic Modification to Current Methodology Con idered
The alternative methodologies described in this section reflect only minor changes to the

current error estimation process. Although these methodologies vary in how well they improve 
the identification of true outliers, they share the benefit of maintaining a fair amount of the 
current error estimation methodology and potentially reducing any confusion and uncertainty 
generated by the adoption of a completely new methodology. The first method would establish 
multiple sets of national confidence intervals to account for issuers with varying numbers of
HCCs in a grouping, and the second method would create issuer-specific bootstrapped
confidence intervals.

3.2. . Establish Multiple Sets ofNational Confidence Intervals
We explored creating multiple sets of national confidence intervals based on the number of

HCCs present in an HCC failure rate group. Under this option, we would calculate two sets of
national benchmarks for HHS-RADV by subdividing the population of issuers by the number of
HCCs present in each issuer’s failure rate groups: one for the category of issuers with high HCC
counts, and one for the category of issuers with low HCC counts. We would then assess each
category of issuer and HCC group based on the relevant confidence interval applicable to the 
category. Preliminary analysis suggests that, due to the natural increase in the size of the 
standard deviation of sample means when sample HCC counts are smaller, the low HCC count
confidence intervals would be wider than the high HCC count confidence intervals, leading to
fewer low HCC count issuers being identified as outliers compared to our current methodology. 
For example, simulations on the 2017 benefit year HHS-RADV data produced the following
confidence interval limits for the high-failure rate HCC group:

Table 3.2. National Benchmarks for 20 7 HHS RADVData under the
Current Methodology and the Multiple Confidence Interval (MCI) Methodology

I  uer HCC
Count Group

HCC
Failure Rate
Group

Group M ean
Failure Rate

Standard
Deviation

Confidence Interval Bound 

Lower U pper

Low 0.0 8 0.097 0.1 3 0.238
Current Method Medium 0.155 0.099 0.0 0 0.3 9

High 0.262 0.106 0.05 0. 71
MCI Method Low 0.0 7 0.096 0.1 2 0.235
for High HCC Medium 0.155 0.097 0.036 0.3 5
Counts (>30) High 0.262 0.10 0.058 0. 66
MCI Method Low 0.117 0.1 5 0.167 0. 01
for Low HCC Medium 0.157 0.176 0.188 0.503
Counts(<30) High 0.279 0.18 0.083 0.6 0

-

-
-

-
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-
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In our simulated analysis of this method, the standard deviations were larger for the group of
issuers with HCC counts that were less than 30 and, consequently, the confidence intervals were
wider, with lower values for their lower bounds and higher values for their upper bounds. The
confidence intervals and standard deviations for the group of issuers with 30 or more HCCs in an
HCC group were about the same as the values under the current methodology.

The increased range for low HCC count issuers demonstrated in Table 3.2 reflects a national 
standard that allows for a greater degree of variability when HCC counts are low. As such, fewer 
issuers to whom these wider confidence intervals are applied will be flagged as outliers, and
more of these issuers will have error rate values of zero, likely reducing the total absolute value 
of HHS-RADV transfer adjustments within state market risk pools, albeit only slightly.

As compared to the current methodology, the development of this second set of national 
benchmarks would allow the practical confidence level for samples with fewer than 30 HCCs to
better approximate the theoretical 95 percent confidence level, as demonstrated by Figure 3.3.

Figure 3.3. Resampling Simulation Comparing Theoretical and Practical Confidence Levels
of Current and Minimum HCC Count HHS RADVMethodology by the Number of HCCs in a Sample
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Establishing multiple sets of confidence intervals based on subsets of issuers appears to
reduce the rate at which issuers with low HCC counts may be flagged as outliers. However, this
option does not directly scale the width of the confidence interval according to the HCC count of
the issuer, which we believe would be more likely to improve our ability to identify true outliers. 
Based on the analysis we have conducted thus far, we believe that is a significant shortcoming of
this option.

3.2. .2 Issuer-Specific Bootstrapped Confidence Intervals
In our search for a methodology that would directly scale the width of the confidence interval 

according to the HCC count of the issuer, we explored bootstrapping—a technique that avoids
any assumptions regarding the underlying distribution of the failure rate metric. Bootstrapping is

Failure Rate
Methodology

Current Methodology

Second Threshold
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a resampling simulation methodology that uses observed data—as opposed to formulas based on
the central limit theorem—to provide information regarding the level of confidence we can have
in an estimated value.71

Under this option, we would no longer calculate a single set of confidence intervals around
the national mean and compare each issuer’s failure rate to that confidence interval. Instead,
HHS would calculate confidence intervals around each issuer’s failure rate estimated for each
HCC group, reflecting the stability of the estimate of that issuer’s failure rate based on the 
issuer’s data and HCC count. If, after bootstrapping, an issuer’s confidence intervals do not 
include the national mean failure rate for any of the confidence intervals’ respective HCC group, 
we would be able to conclude that the issuer’s failure rate for that HCC group was significantly
different from the national average, and the issuer’s failure rate would be considered an outlier
for that HCC group.

The process for bootstrapping individual issuer confidence intervals begins with the data for 
one issuer’s HHS-RADV sample. For example, from the sample of 200 enrollees for that one
issuer, we would draw a simulation sample with replacement equal in size to the original sample.
Because this simulation sample is drawn with replacement, it will contain instances where, by
random chance, a particular enrollee is included in the simulation sample more than once. For 
example, if an original HHS-RADV sample contained enrollees A, B, and C, the following
samples would all be valid simulation samples: A-A-A; B-B-B; C-C-C; A-A-B; A-A-C; A-B-C; 
B-B-A; and so on.

Once we have taken a single simulation sample, the failure rates for that sample would be
calculated and logged. We would then repeat the resampling and failure rate calculation process
1,000 times, resulting in a record of failure rates for 1,000 resamples of the original sample.
Then, within each failure rate HCC group (high, medium, and low), we would put all of the 
failure rates in order by size and find cutoffs for the middle 95 percent of resampled failure rates.
The cutoffs would serve as the upper and lower bounds of the confidence interval. This process
would be repeated for every issuer’s sample, arriving at issuer-specific confidence intervals for 
each HCC group. Due to the resampling procedure, the range of simulation sample means for 
issuers with lower HCC counts ought to be greater than the range of simulation sample means for 
issuers with higher HCC counts, because even a single randomly sampled validation failure for a
low HCC count sample will have a greater impact on the estimate of the failure rate for that 
sample than a single validation failure for a high HCC count sample. For this reason, issuers with 
fewer HCCs in their samples ought to have wider confidence intervals than issuers with more
HCCs in their samples, providing greater allowed variation for low HCC count issuers, while 
performing the same outlier determination process.

We explored two possible implementations of this process. In bootstrapping method a, we
would apply this process to all issuers, regardless of HCC count. In bootstrapping method b, we 
would still apply this process to issuers regardless of HCC count, but only if the issuer were

71Phillip Good, Introduction to Statistics Through Resampling Methods and R/S Plus (Hoboken, NJ: John Wiley &
Sons, 2005).
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initially flagged as an outlier by the current methodology. This second approach would 
essentially amount to using the bootstrapping estimation methodology to double-check the 
current methodology and ensure that a particular outlier identification was robust. However, our 
simulation of these two bootstrapping methods found that bootstrapping method a resulted in
more cases of typical issuers who are identified as outliers than the current method, while 
bootstrapping method b improved upon the current method by only a small amount (Figure 3. ).

Figure 3.4. Resampling Simulation Comparing Theoretical and Practical Confidence Levels
of Current and Bootstrapping HHS RADVMethodology by the Number ofHCCs in a Sample
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Therefore, HHS does not believe that a bootstrapped resampling approach is appropriate to
address the low HCC count issue. Furthermore, the calculation and presentation of the 
confidence interval thresholds using the bootstrapping method would not be based on formulas, 
and that lack of transparency could make it difficult for issuers to predict and incorporate HHS- 
RADV outcomes into rate setting assumptions.

3.2.2 Alternative Methodologie Ba ed on Cla  ical Stati tic Con idered
In our effort to explore longer-term options that provide a holistic solution to the low HCC

count issue (subjecting issuers to a common outlier identification process, reduce the rate at
which typical issuers could be flagged as outliers, and increase our ability to detect a ty p ic a l

issuers as true outliers), we examined two statistical options that would allow us to adjust for the
HCC count at each issuer formulaically.

To accomplish this, we first decomposed our current measure of failure rate into its
constituent parts to examine other ways in which mismatches between EDGE and audit data
might be tested. In this vein, all coding scenarios between EDGE and audit results for each HCC
taken separately can be represented by the following contingency table (Table 3.5). In this table, 
we have two sets of codings of the same data where the coding is dichotomous, i.e. either
“present” or “absent”.

Failure Rate
Methodology

Current Methodology

Bootstrap a

Bootstrap b
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Table 3.5. Cross-Tabulation ofPossible Coding Scenarios for HCCs in EDGE and Audit Data
A u d it Data

A b se n t Present Tota l

ED
G

E A
b

se
n

t

absentHCC new Fo ndHCClvA F f r e q EDGE

Pr
es

en
t

m issingH C C lvA validatedH CC f r e q EDGE
To

ta
l

F f r e q IVA f r e q ,VA F

In this contingency table,

• F n * k ,w h  r  
o n is the number of enrollees in the IVA sample for the issuer;
o k is the number of distinct HCCs under consideration, e.g. k is equal to 1

if each of the 127 HCCs evaluated in HHS-RADV is tested individually, 
or is equal to how ever many HCCs are in the low, medium, or high
failure rate group, if HCCs are grouped before evaluation, as in the current
methodology;

• f r e qEDGE and f r e q ,VA follow the same definitions as in the current methodology: 
the number of occurrences of that HCC (or HCCs in an HCC group, if grouping is
used) among sampled enrollees in EDGE and audit data, respectively;

• a b s  n tH C C is k times the number of enrollees without that HCC (or HCCs in an
HCC group) in b o th EDGE and audit data;

• n  w F o u n d H C C IVA is the number of occurrences of that HCC (or HCCs in an
HCC group) that were identified during IVA or SVA, but were not present in the 
original EDGE data among sampled enrollees;

• m is s in g H C C IVA is the number of occurrences of that HCC (or HCCs in an HCC
group) that were present in the original EDGE data, but were not validated in
audit data among sampled enrollees; and

• v a l id a t  d H C C is the number of occurrences of that HCC (or HCCs in an HCC
group) that were present in the original EDGE data and were validated in audit
data among sampled enrollees.

As discussed in the 2018 benefit year HHS-RADV protocols,72our current failure rate metric
is calculated as:

72 2018 Benefit Year Protocols: PPACA HHS Risk Adjustment Data Validation, Version 7.0 (June 2 , 2019),
available at https://www.regtap.info/reg librarye.php?i=290 .
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F R
f r  g IVA

f r  q E D GE

Or, through algebraic operations:

^ m is s in g H C C IVA n  w F o u n d H C C IVA

f r  RED G E

Our ability to separate a b s  n tH C C , n  w F o u n d H C C ivA , m iss in g H C C ivA , and v a lid a t d H C C

opens up the possibility of additional statistical techniques beyond our current methodology, and
would allow us to make more substantial and targeted changes to refine the process of detecting 
outliers.

3.2.2. Binomial Distribution Methodology
Under this option, we would no longer assess issuers based on their failure rates. Instead, we 

would independently examine whether (1) HCCs in EDGE were validated in audit data, and (2)
HCCs in the audit data were newly found HCCs. Because we would no longer use failure rates as
a means of determining risk score error rates if we were to adopt the Binomial Distribution 
methodology, we would need to develop of a new methodology to adjust risk scores and risk
adjustment transfers to reflect HHS-RADV results.

Because there are three HHS-RADV outcomes represented by the failure rate metric:
n  w F o u n d H C C IVA, m is s in g H C C IVA, and v a l id a t  d H C C , determining a p r io r i how three
related outcomes impact the distribution of a metric is very difficult statistically. To address this
challenge under the current methodology, we assume that the distribution of the failure rate
approaches a normal distribution for large enough sample sizes, allowing us to apply confidence 
intervals based on this distribution across all issuers.

Although we must make assumptions regarding the shape of the current methodology’s
failure rate sampling distribution, it is easier to determine exactly how metrics will be distributed 
when only two—rather than three—outcomes are considered. In these cases, the metric
describing the two outcomes would be distributed according to the binomial distribution. For
example, we could calculate a binomially-distributed “non-validation rate” (N V R ) as:

m is s in g H C C IVA m is s in g H C C IVA

m is s in g H C C IVA + v a l id a t  d H C C f r  q EDGE

We know that this N V R  will be binomially distributed because the validation of any given HCC
recorded in EDGE ought to be statistically independent from the validation of any other given
HCC, and only two outcomes— m is s in g H C C IVA and v a l i d a t  d H C C —influence this metric.

In the same way, we could calculate a binomially-distributed “new found rate” (F n d R ) as:

F n d R =
n  w F o u n d H C C IVA

n  w F o u n d H C C IVA + v a l id a t  d H C C

n  w F o u n d H C C IVA

f r  q IVA

Both of these metrics could be assessed for outlier status based on confidence intervals
around issuers’ estimates using the binomial distribution, rather than the normal distribution.
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Furthermore, because this distribution is defined by sample size and the magnitude of the metric
(i.e., N V R and F n d R ) , rather than the national standard deviation, the widths of these confidence 
intervals would vary for each issuer and HCC group based on how extreme the estimates of the 
non-validation and new-found rates are, and how large the HCC count is for an HCC group. As
such, smaller HCC counts would receive wider confidence intervals and larger HCC counts
would receive narrower confidence intervals.

The lower limit of the confidence interval for each issuer for each HCC group would be
calculated as:

2 d p + z 2 ~ ( z J z 2 ~ ^ + 4 d p ( l p ) + ( 4 p 2) + 1
I I __________ j:_________________________________

2 { d + z 2)

And the upper limit as:

2 d p + z 2 f ( z J z 2 1 + 4 d p ( 1 p ) ( 4 p 2 ) + 1

2 { d + z 2)

Where:

• d is the denominator of N V R or F n d R , that is, f r  q EDGE and f r  q IVA,
respectively.

• p is the N V R or F n d R , whichever is under consideration.
• z  is the z-value cutoff for a 95 percent confidence interval: 1.96

As with the bootstrapping methodology, these confidence intervals are around the sample
estimates, rather than around the national mean. If an issuer’s confidence intervals around either 
metric do not include the national value for that metric, the issuer would be considered an outlier
for that metric within that HCC group.

By the nature of the above formulas, confidence intervals would be wider for issuers with 
low HCC counts in an HCC group and narrower for issuers with large HCC counts in an HCC
group, resolving the inability of the national confidence intervals under the current methodology 
to be scaled according to each issuer’s HCC count in each HCC failure rate group. Simulation 
results using 2017 benefit year HHS-RADV data seem to suggest that this is the case, with the
practical confidence levels for the non-validation rate and the new-found rate becoming nearly
indistinguishable from the 95 percent theoretical value and displaying no major trends with
regard to sample HCC count (Figure 3.6).
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As noted above, because we would no longer be using failure rates under this methodology, a
new formula for calculating adjustments to risk scores and risk adjustment transfers based on
HHS-RADV results would be necessary. Below, Table 3.7 illustrates an example of an
adjustment calculation method.

Table 3.7 Potential HHS RADVHCC Count Adjustment Formulas
under the Binomial Distribution Methodology

As with the group adjustment in the current error estimation methodology, these values may
be aggregated first at the enrollee level, then at the issuer level to arrive at a total error rate for 
the issuer and thereby inform the adjustments to risk scores and risk adjustment transfers.73
While additional testing will be needed, we believe that the error rates represented by this
method will be similar conceptually and in magnitude to the error rates calculated under the 
current error estimation methodology. However, adoption of this approach would represent a
significant change to outlier detection, and would be applicable to all issuers who participate in
HHS-RADV for a given benefit year. We are therefore sensitive to the disruptive nature of this
option for all issuers of risk adjustment covered plans as we search for alternative options for 
issuers with low HCC counts. Although we continue to analyze this option, we believe that this 
option may be the best long-term approach to improve the precision of the outlier detection

Figure 3.6. Resampling Simulation Comparing Theoretical and Practical Confidence Levels
of Current and Binomial Distribution HHS-RAD VMethodology by the Number ofHCCs in a Sample
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73 See Section 11.3.3 of the 2018 HHS-RADV Protocols at: https://www.regtap.info/reg_librarye.php?i=290 
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process and address the inability of the current methodology to scale confidence intervals to
provide appropriate results across all HCC counts.

3.2.2.2 McNemar’s Test Methodology
The context of the HHS-RADV IVA and SVA processes also prompted HHS to consider a

second option based on the binomial distribution: McNemar’s test. This test originated as a chi-
square test that could be used to test whether bias is present in the disagreement between two 
measurements of the same dichotomous variable.7 The below graphic (Table 3.8) may help
illustrate this principle as applied to HHS-RADV.

Table 3.8. Simplified Cross-Tabulation ofPossible Coding Scenarios for HCCs in EDGE andAudit Data
A u d it Data

A b se n t Present

L U

<D
 
L U

A
b

se
n

t

absentHCC new Fo ndHCClvA

Pr
es

en
t

m issingH C C lvA validatedH CC

This test ignores cases where EDGE and audit data match ( absentH CC and valida ted H C C ).

When there is a mismatch in coding (m issingH C C IVA or new Fo ndHCCIVA) , McNemar’s test 
determines whether there is evidence that, when a mismatch between EDGE and audit data has
been identified, the mismatch is more likely to fall under m issingH C C IVA or under new Fo ndHCCIVA

(that is, EDGE says “present” while audit data says “absent,” or EDGE says “absent” while audit
data says “present”).

The basic concept behind the test may be expressed as asking whether there is evidence that
the equation missingHCCivA .5 = 50 p  r c  n t is n o t true. McNemar’s test

n ew Fo  n d H C C iv A + m is s ingHCC ¡v a

allows for a wide range of coding errors (mismatches) as long as these errors are unbiased.

As with the Binomial Distribution methodology option described in Section 3.2.2.1, under 
McNemar’s test, we would no longer assess issuers based on their failure rates. Instead, we 
would consider mismatches between EDGE and audit data, ignoring situations in which audit 
and EDGE data are consistent with one another. We would then calculate a value that represents
the rate at which an HCC appears in EDGE, but not in the audit data, given that we know a
mismatch has occurred (the non-validated/mismatch ratio).

For any individual HCC, the proportion of mismatches between audit data and EDGE that 
would represent non-validated HCCs could be expressed as:

7 Levin, Joel R., and Ronald C. Serlin. "Changing students’ perspectives of McNemar’s test of change." Journal of
Statistics Education 8, no. 2 (2000): 532-5 1.
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NV mr,
m i s s in g H C C IVA

n  w F o u n d H C C IVA + m is s in g H C C IVA

Whereas the proportion of mismatches between audit data and EDGE that would represent 
newly found HCCs could be expressed as:

F n d r
n  w F o u n d H C C IVA

n  w F o u n d H C C IVA + m is s in g H C C IVA 1 NV-nm

Because these two values are related to one another as described in these formulas, testing 
NVm m is the same as testing F n d mm.

To provide an illustrative example of this methodology, an issuer may have the following 
values for the low failure rate HCC group (Table 3.9). The current measure of failure rate (GFR), 
NVm m , and F n d m m may all be calculated from this table.

Table 3.9. Example Cross-Tabulation of the Low Failure Rate HCC Group at One Issuer
 udit Data

 bsent Present Total

L U

CD
o
L U

 
bs

en
t

6468 20 6488

Pr
es

en
t

25 87 112

CD
■Mo1

6493 107 6600

NVmr

F n d

G F R ? 1
F r  q IVA(f

F r ClEDGEi

m is s in g H C C IVA

1 0 7

1 1 2

mm

n  w F o u n d H C C IVA + m is s in g H C C IVA

n  w F o u n d H C C IVA

n  w F o u n d H C C IVA + m is s in g H C C IVA

0.0 5

2 5

2 0 + 2 5
0 .5 5 6

2 0
.4 4 4

" 2 0 + 2 5

In the current methodology, the G F R value would be compared against the lower and upper 
bounds of the national confidence intervals for the low failure rate HCC group: -0.1 3 to 0.238.
The fact that this value (0.0 5) is in between these two values signifies that HHS would not 
consider the value for this issuer to be different from the national mean of the low failure rate
HCC group (0.0 8). Therefore, the issuer in this example would not be considered an outlier.
However, under the McNemar’s Test methodology, the confidence interval would be approached
differently.
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As with the N V R and F n d R under the Binomial Distribution methodology, the N Vm m (and
F n d m m ) would be theoretically distributed according to the binomial distribution and could be
assessed for outlier status based on the confidence intervals around issuers’ estimates, as
determined based on this distribution. However, to obtain a two-sided confidence interval, we 
would calculate the limits for the McNemar’s Test confidence interval as:

2d p + z2 —( z j z 2 1  +  dp(l —p) + ( p —2) + 1
LL 2( d + z2)

And the upper limit as:

UL

2 d p + z 2 + ^z^ z 2 _ d +  dp(1 —p) —( p —2) + 1

2 { d + z2)

Where:

• d is the denominator of N Vmm;
• p is the N Vm m ;
• z  is the z-value cutoff for a 95 percent two-sided confidence interval: 1.96.

If the issuers’ confidence intervals around the NVm m do not include 0.50, the issuer’s NVm m

rate would be considered an outlier for that HCC group. In the case of the above example, the
confidence interval bounds around the Nf(nmvalue (0.556) spanned from 0. 12 to 0.691. As this
value contains the expected value of 0.50, the issuer in this example would not be considered to
be an outlier under the McNemar’s Test methodology.

The inclusion of the d and p  terms in the above formulas will lead to wider confidence 
intervals for issuers with lower HCC counts. This reduces the chance that a low-HCC count,
typical issuer will be flagged as an outlier. As seen in Figure 3.10, our simulation results using 
modified national averages based on the 2017 benefit year HHS-RADV data indicate that this 
method could support scaling confidence intervals to provide appropriate results across all HCC
counts.
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Figure 3. 0. Monte Carlo Simulation Comparing Theoretical and Practical Confidence Level
of Current and McNemar HHS RADVMethodology by the Number ofHCCs in a Sample

Failure Rate
Methodology

Current Methodology

McNemar Binomial

0 30 60 90 120
FICC Count in Sample

Like the Binomial Distribution methodology option described in Section 3.2.2.1, the 
McNemar’s test approach would represent a drastic change relative to the current methodology
that would apply to all issuers. However, unlike the Binomial Distribution methodology option, 
which retains conceptual similarity to the current error estimation methodology, the McNemar’s
Test approach represents a different baseline for comparison and for HHS-RADV adjustments to 
risk scores and risk adjustment transfers. Issuers’ outlier status would no longer be based on their 
performance relative to one another, but would be based upon the degree by which the frequency 
of the occurrence of found HCCs in their HHS-RADV sample differs from the frequency of non- 
validated HCCs in their HHS-RADV sample (i.e. the degree by which these frequencies are not 
equal). An issuer that fails McNemar’s test would have their risk score adjusted to a risk score
that represented equal frequencies of found and non-validated HCCs for that issuer, rather than 
to a risk score that reflected a ratio of found and non-validated HCCs that corresponds to the 
national mean ratio. The group adjustment for an issuer who fails the test for outlier status could
be calculated as:

m is s in g H C C IVA 0.5 * ( n  w F o u n d H C C IVA + m is s in g H C C IVA)
a d j McN mar f r  q ^

HHS believes that it is important to note that because issuers would no longer be judged
against their peers under this option, and would instead be judged based on a common, universal 
criterion, it is likely that many more issuers would be flagged as outliers under the McNemar’s
Test methodology than under the current methodology, which would lead to greater total 
absolute adjustments to transfers for all issuers (including non-outlier issuers) based on HHS- 
RADV results.
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3.2.3 Alternative Methodologie U ing Advanced Technique Con idered
HHS also considered two advanced methodologies that we believed may offer potential 

improvements on the current error estimation methodology. Although neither of these options
appears workable at the present time, we believe that it is beneficial to share them here as they
are approaches we considered as part of the development of this white paper.

3.2.3. Bayesian Method
In general, Bayesian methods are treated as a separate school of statistical methodology from

the classical methods described above. One major advantage of Bayesian methods over classical 
methods is their ability to update earlier estimates with new data as it comes in. In the HHS- 
RADV process, these data could be applied in such a way as to gain a narrower interval estimate
of an issuer’s failure rate with each subsequent year of HHS-RADV. In essence, if an issuer is
atypical in their failure rate, and does not take action to improve it, we can narrow-in on an
estimate of exactly how atypical that issuer is with each subsequent year of HHS-RADV. New
issuers can be incorporated into this process, but the estimates of their failure rates in their initial 
years participating in the program will be less precise than for issuers who have been
participating in HHS-RADV for longer.

Using the precision of their individual failure rate estimates, issuers would be classified as
outliers based on our certainty regarding whether their failure rate estimates can be determined to
be different from the national mean for a given HHS-RADV year. As a general matter, issuers 
with smaller HCC counts tend to have less precise estimates than issuers with larger HCC
counts. This method would allow us to increase the precision of the low HCC count issuers over
time, allowing HHS to better justify adjustments to risk scores and transfer amounts for these 
issuers with each subsequent year of HHS-RADV data.

We note two major areas in which HHS sees this methodology as impractical. First, Bayesian
statistics are less widely understood than the classical statistical methods we are exploring. As
such, the HHS-RADV adjustments resulting from a Bayesian method may be less transparent to
issuers and other stakeholders. Second, because of the use of prior years’ data in the estimate of
the current year’s failure rate, it may be difficult for atypical issuers to avoid HHS-RADV 
adjustments to risk scores in the short-term by improving their EDGE coding processes. In other 
words, if an issuer with a history of poor performance improves, it may take multiple years of
HHS-RADV participation after their performance improves for the methodology to reflect that 
improvement with certainty, possibly leading to the issuer continuing to be flagged as an outlier
for several years after that issuer reached a failure rate more typical of its peers.

3.2.3.2 Machine-Learning Method
Based on previous stakeholder comments, we also explored machine-learning as a potential 

alternative approach for HHS-RADV error estimation. This methodology would largely avoid
the limitations of the current methodology by allowing a computer algorithm to decide which 
issuers were typical or atypical without dictating a particular grouping of HCCs.

In this process, we would apply two unsupervised machine learning algorithms— 
Isolation Forest and Local Outlier Factor—which we determined to be applicable to the great
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variety of HCCs underlying issuers’ HCC failure rates. As a result, we would have identified a
set of issuers within a single HHS-RADV benefit year dataset that appear as atypical, without the 
need for any a p r io r i constraints imposed by HHS. As such, this technique would allow us to
identify issuers whose pattern of failure rates is different from the rest, rather than identify
issuers whose overall failure rates are different from the rest.

We could then use a dimension reduction technique to visualize the results of the machine 
learning algorithms, displaying the variation in issuers’ HCC failure rates along two- or three-
dimensions. We tested multiple dimension reduction techniques during our exploration,
including:

1. Multi-dimensional scaling;
2. T-distributed stochastic neighborhood embedding;
3. Locally linear embedding; and
 . Principal components analysis.

We found that the first and second of these methods were the best for HHS-RADV data,
providing a clear delineation between issuers whom the machine learning algorithms identified
as typical, and those they identified as atypical.

This machine-learning process has the benefit that we would not be required to define a
specific metric and to know how that metric is distributed. Furthermore, it would allow precise 
control over the proportion of issuers to flag as outliers, as opposed to the current methodology,
in which more or fewer than 5 percent of issuers may be flagged per an HCC grouping due to the 
extremity of their failure rate values or random variation.

However, this option poses several obstacles to a full implementation. First, the method does
not intrinsically imply a process by which HHS-RADV results could inform adjustments to risk 
scores and risk adjustment transfers. Furthermore, we would have difficulty providing a clear 
explanation as to why a particular issuer was flagged as an outlier. The dimension reduction 
technique may compute different dimensions year-to-year, and these dimensions may not be
readily interpretable by humans, making it very difficult for stakeholders to understand the HHS- 
RADV results and, more importantly, for issuers to plan or price for expected outcomes of HHS- 
RADV. Finally, although the algorithms we have explored so far could offer precise control over
the proportion of issuers flagged, if we were to utilize this level of control, we would likely need
to require that the same proportion of issuers always be flagged as outliers to ensure regulatory
consistency and the predictability of issuers’ HHS-RADV outcomes year-to-year, even if major 
improvements were seen in EDGE data quality in subsequent HHS-RADV years.75 As such, at
this stage of our analysis, we do not consider this method viable as a replacement to the current
error estimation methodology.

75We note, however, that there may be other machine learning algorithms that would allow for the proportion of
issuers flagged to vary as EDGE data quality improves nationally. We continue to explore these possibilities.
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3.3 Ad d r e s s i n g t h e In f l u e n c e  f HCC Hi e r a r c h i e s  n Fa i l u r e Ra t e Ou t l i e r
De t e r m i n a t i  n s

HHS utilizes two sets of medical condition groupings in the HHS-RADV process. The first
set—HCCs—originates in the risk adjustment models and is used to aggregate the tens of
thousands of standard disease codes used to capture diagnoses into a set of medically meaningful 
but statistically manageable categories. HCCs in the current HHS risk adjustment models are
derived from ICD-9-CM codes that are aggregated into diagnostic groups (DXGs), which are in
turn aggregated into broader condition categories (CCs).76Then, we apply clinical hierarchies to
the CCs, creating subgroupings that contain a set of related or similar medical conditions ranked
in order of severity. In the risk adjustment models, if an individual enrollee has more than one
CC recorded in EDGE for a given hierarchy, only the most severe of those CCs will be applied
for the purposes of risk adjustment. Once hierarchies are imposed, we refer to the codes as
HCCs. For example, diabetes diagnosis codes are organized in a Diabetes hierarchy, consisting 
of three CCs arranged in descending order of clinical severity and cost, from CC 19 D ia b  t  s
w ith A c u t  C o m p lic a tio n s to CC 20 D ia b  t  s w ith C h r o n ic C o m p lic a tio n s to CC 21 D ia b  t  s

w i th o u t C o m p lic a tio n . A person may have diagnosis codes in CC 20 and CC 21, but once
hierarchies are imposed, that enrollee would only be assigned the single highest HCC in the 
hierarchy—HCC 20 D ia b  t  s w ith C h ro n ic C o m p lic a tio n s . In a typical model recalibration,
estimated coefficients of the various HCCs within a hierarchy will ensure that more severe and
expensive HCCs within that hierarchy receive a higher risk score than less severe and expensive 
HCCs. However, in some hierarchies, for various reasons we may constrain coefficients of two 
or more HCCs to be equal. These reasons may include a “hierarchy violation”—in which the 
estimated coefficient for an HCC is larger than the coefficient for an HCC above it in the 
hierarchy—or evidence that it is relatively easy to miscode an HCC as a more severe condition
without being detected by medical record review. The Diabetes hierarchy is one such hierarchy 
where we found it necessary to apply constraints during model recalibration. As such, the three
HCCs within the Diabetes hierarchy have been constrained to have the same coefficient in risk
adjustment.

Under the current risk adjustment models,77there are 127 HCCs, of which 97 HCCs are
included among 25 distinct hierarchies. Diagrams and tables of the current hierarchy structure
are available in Appendix D.

The other set of medical condition groupings in HHS-RADV is imposed during the error
estimation stage of the HHS-RADV process. This set of groupings, the HCC failure rate
groupings, is designed to provide a balance between the need to assess the impact of medical 
coding errors of individual HCCs on risk scores and risk adjustment transfers and the need to
assess failure rates on enough HCCs to provide statistically meaningful HHS-RADV results. 
Furthermore, these groupings are intended to reflect our belief that some HCCs are more difficult

76On June 17, 2019, CMS released a paper describing potential HCC updates at:
https://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/Potential-Updates-to-HHS-HCCs
HHS-operated-Risk-Adiustment-Program.pdf.
77 Ibid.
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to code accurately than other HCCs, and therefore to provide different national standards based 
on the level of coding difficulty for a given HCC.

In this HHS-RADV HCC failure rate grouping process, we first calculate the national 
average failure rate for each HCC individually. HCCs are then ranked in order of their failure 
rates and split into three groups—a low, medium, and high failure rate group—such that the total 
occurrence of HCCs in each group nationally is about equal (Table 3.11).

Table 3.  : Number of Unique HCCs in Each HCC Grouping in the 20 7 and 20 6 BY
HHS RADVResults

2017 BY: Number of Unique 
HCCs

2016 BY: Number of
Unique HCCs

Low HCC Failure Rate Group 33 33
Medium HCC Failure Rate Group 35 39

High HCC Failure Rate Group 59 55

These HCC failure rate groupings form the basis of the failure rate outlier determination process, 
with each grouping receiving an individual assessment of outlier status for each issuer. A table of
the HCC failure rate groupings for 2017 benefit year HHS-RADV is available in Appendix E.

Based on our experience with the initial years of HHS-RADV, HHS has noticed that in
certain situations, these two sets of groupings, the HHS-RADV HCC failure rate groupings and
HHS-RA HCC hierarchies, can interact in varying ways that may sometimes lead to
misalignments between the HCC failure rate grouping in HHS-RADV and the HCC’s hierarchy
placement in risk adjustment. The following are examples (which we refer to as “HCC- 
swapping”) of how the hierarchies can interact with HCC failure rate groupings in HHS-RADV:

1. HCCs in the same HHS-RA HCC hierarchy with different coefficients are sorted into
different HHS-RADV HCC failure rate groupings: If one HCC is commonly miscoded as
another HCC in the same hierarchy in risk adjustment, but the two HCCs are sorted into
different HCC failure rate groupings in HHS-RADV, an issuer may be flagged as an
outlier in either of the HCC failure rate groupings where one HCC is missing or the other 
HCC is found.

For example, HCC 8 M  ta s ta t ic C a n c  r and HCC 11 C o lo r  c ta l, B r  a s t (A g  < 50),
K id n  y , a n d O th  r C a n c  r s are in the same hierarchy in risk adjustment, but for the 2017
benefit year of HHS-RADV, HCC 8 was in the medium HCC failure rate grouping and
HCC 11 was in the high HCC failure rate grouping. In validating an enrollee with HCC 8
in HHS-RADV, the IVA or SVA Entity may find that an enrollee with HCC 8 reported in
EDGE is not validated as having HCC 8, which is at the top of the HCC hierarchy in risk 
adjustment, but the enrollee may have been found to have HCC 11 in the issuer’s HHS- 
RADV audit data.

In this case, HCC 8 would be considered missing in the medium HCC failure rate
grouping, and HCC 11 would be considered found in the high HCC failure rate grouping. 
Other HCCs in the HCC failure rate groupings may then influence the failure rate for that 
issuer, potentially leading to the issuer being determined to be an outlier in the medium or
high HCC failure rate grouping. If the issuer were found to be an outlier in one of the two
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failure rate groupings, but not the other, the issuer’s HCC failure rate would not represent 
the difference in risk and costs between these two coefficients in the issuer’s HHS- 
RADV results.

2. HCCs in the same HHS-RA HCC hierarchy with different coefficients are sorted into the
same HHS-RADV HCC failure rate grouping: If one HCC is commonly miscoded as
another HCC in the same hierarchy in risk adjustment, and the two HCCs are sorted into
the same HCC failure rate grouping in HHS-RADV, an issuer may not be flagged as an
outlier in that HCC grouping. This may happen because the failure to validate an HCC in
HHS-RADV and the discovery of a new HCC in that same HCC failure rate grouping 
have a net impact of zero on the total final value of an issuer’s failure rate in HHS- 
RADV.

For example, HCC 35 E n d S ta g  L iv  r D is  a s  and HCC 3 L iv  r T ra n s p la n t

S ta tu s /C o m p lic a tio n s are in the same hierarchy in risk adjustment and were both sorted
into the medium HCC failure rate grouping in the 2017 benefit year HHS-RADV results.
In validating an enrollee with HCC 35 in HHS-RADV, the IVA or SVA Entity may find
that an enrollee with HCC 35 reported in EDGE is not validated as having HCC 35, but 
the enrollee may have been found to have HCC 3 in audit data.

In this case, not validating HCC 35 and finding HCC 3 in the same HCC grouping in
HHS-RADV would, when taken together, have no net impact on the issuer’s HCC group
failure rate. In essence, for the purposes of the calculation of the failure rate, it appears
that there is no difference between HCC 3 and HCC 35, even though these two HCCs 
have different coefficients in risk adjustment. Because these HCCs have different risk 
and costs, the inability for the issuer’s HCC failure rate to identify that an individual has
HCC 3 rather than HCC 35 results in an inability to represent the difference in risk and
costs between these two coefficients in the issuer’s HHS-RADV results.

3. HCCs in the same HHS-RA HCC hierarchy with constrained coefficients are sorted into
different HHS-RADV HCC failure rate groupings: Another way in which HCC failure 
rate groupings and hierarchies may interact is a compounding of the first example—the 
sorting of HCCs from the same hierarchy into different failure rate groups—and
constrained coefficients in risk adjustment. In HHS-RADV, if two HCCs in the same
hierarchy have coefficients that are constrained are sorted into different HCC failure rate
groupings, a sufficient miscoding of one HCC for the other may lead to the issuer being 
identified as a positive outlier in one HCC failure rate grouping or a negative outlier in
another HCC grouping, despite there being no difference in risk score due to the coding
error.

For example, HCC 5 N  c r o t iz in g F a s c ii t is and HCC 55 B o n  /J o in t/M u sc l  
In f  c t io n s /N  c r o s is share a hierarchy in risk adjustment and have their risk score
coefficients constrained to be equal, but for 2017 benefit year HHS-RADV, HCC 5 was
in the high failure rate HCC grouping, while HCC 55 was in the medium failure rate
HCC grouping. In validating an enrollee with HCC 5 in HHS-RADV, the IVA or SVA
Entity may find that an enrollee with HCC 5 reported in EDGE is not validated as
having HCC 5 , but the enrollee may have been found to have HCC 55 in audit data.
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In this case, when taken together with the issuer’s other HHS-RADV results, these HCCs
with the same coefficients could contribute to an issuer’s failure rate in either the high
failure rate grouping or the medium failure rate grouping, even though the HCCs do not 
have different risk scores and an adjustment to risk score is not conceptually warranted.

 . HCCs in the same HHS-RA HCC hierarchy with constrained coefficients are sorted into
the same HHS-RADV HCC failure rate grouping: HCC groupings and hierarchies may
interact in a fourth way. If two HCCs share a hierarchy with constrained coefficients in
risk adjustment and are sorted into the same HCC failure rate grouping in HHS-RADV, 
and an enrollee has the first HCC in the HCC group but this HCC fails to be validated in
HHS-RADV while another HCC in that HCC group is newly discovered for that enrollee 
during HHS-RADV, the missing and found HCCs will have a net impact of zero on both
the failure rate and risk score.

For example, HCC 20 D ia b  t  s w ith C h r o n ic C o m p lic a tio n s and HCC 19 D ia b  t  s
w i th o u t C o m p lic a tio n s share the same hierarchy and have their coefficients constrained to
be equal. In the 2017 benefit year HHS-RADV results, HCC 19 and HCC 20 are both in
the low HCC failure rate grouping. If an enrollee is not validated as having HCC 20
during the 2017 benefit year HHS-RADV audit procedures and is instead found to have
HCC 19, the issuer’s failure rate is unaffected by the change from one to the other HCC
and no change in risk score would be applied as a result, nor would a change in risk score
be conceptually warranted.

We have performed an initial review of the occurrence of these scenarios in the 2017 benefit 
year HHS-RADV results. Of all the HCCs in EDGE that were not validated in the audit data,
about 1/8th represent HCCs that IVA or SVA auditors coded as different HCCs within the same
hierarchy. Of the HCCs that were newly found in the audit data - that is, they were not recorded 
in the original EDGE data -  around 1/3rdrepresent HCCs that were newly found because they
were originally reported on EDGE as a different HCC in the same hierarchy. However, we note
that these occurrences are distributed among the four scenarios previously described and,
therefore, for many issuers, would be unlikely to impact whether they were an outlier in an HCC
failure rate grouping.

The methodologies described in this chapter provide varying levels of improvement in the 
precision of outlier detection and scaling the confidence intervals used to determine outlier status
to better account for variation in HCC counts. However, the influence of the interaction between 
HCC hierarchies and HCC failure rate groups in error estimation and outlier determination
persists throughout all of the techniques previously described in this chapter. As such, we are in
the preliminary stages of exploring HHS-RADV methodology alternatives that would help
mitigate the cases where the misalignment between the HCC grouping in HHS-RADV and the 
HCC’s hierarchy placement in risk adjustment occurs, with the goal to better account for HCCs 
that are miscoded within an HCC hierarchy when there is a difference in risk and costs between 
the HCCs. The options described in the next sections include an approach involving assessment
of ordinal-by-ordinal relationships and an approach that bases outlier status on the distribution of
enrollee-level risk scores, rather than issuer-level HCC failure rates. Although we describe these
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options in this paper, we are continuing to generate and assess different options, and are
interested in comments on whether there are other options that we should consider to refine the 
HHS-RADV methodology to better account for HCCs that are miscoded in the same hierarchy
when there is a difference in risk and costs between the HCCs.

3.3.1 Ordinal-by-ordinal relation hip a  Applied to HHS-RADV
The first option that we explored to better account for HCCs that are miscoded within an

HCC hierarchy when there is a difference in risk and costs between the HCCs is an approach 
involving assessment of ordinal-by-ordinal relationships. This type of assessment provides a
single test that investigates all of the ways in which HCCs that share a hierarchy can be
miscoded in EDGE: missing from audit data, newly discovered in audit data, and swapped to a
different HCC in audit data. This approach would test the correspondences between EDGE and
audit data for HCCs that share a hierarchy all at once, avoiding the situation in which an issuer 
may be flagged as an outlier multiple times for various HCCs within the same hierarchy.

As a class of statistics, ordinal-by-ordinal relationships indicate the degree to which higher 
values on one ordinal variable correspond to higher values on another ordinal variable.78
Applying this framework to HHS-RADV would involve redefining how we identify which HCC
from a hierarchy of HCCs an enrollee has. Currently, we identify each HCC with a separate yes
or no question; that is, “does this enrollee have HCC X from Hierarchy A? Does this enrollee 
have HCC Y from Hierarchy A?” and so on. To implement a test based on ordinal-by-ordinal
relationships, we would represent these separate questions as a single question regarding which 
HCCs within a hierarchy a participant had. For example, the following three HCCs all share a
hierarchy:

• HCC 137 H y p o p la s tic L  f t H  a r t S y n d r o m  a n d O th  r S  v  r  C o n g  n ita l H  a r t
Disorders

• HCC 138 M a jo r C o n g  n i ta l H  a r t /C ir c u la to r y D is o r d  r s
• HCC 139 A tr ia l  a n d V  n tr ic u la r S  p ta l D  f  c ts , P a t  n t D u c tu s  A r t r io su s , a n d

O th  r C o n g  n i ta l H  a r t /C ir c u la to r y D is o r d  r s

In this hierarchy, HCC 137 supersedes HCC 138, which supersedes HCC 139, indicating that 
HCC 137 is the most severe and expensive of these HCCs79(Figure 3.12).

78 E.g. Normal Cliff and Ventura Charlin, “Variances and Covariances of Kendall’s Tau and Their Estimation,”
Multi ariate Beha ioral Research 26, no.  (199 ): 693-707. DOI: 10.1207/s15327906mbr260  6.
79In the context of the HHS risk adjustment models, this means that an enrollee who had been coded as having 137
and 138 would only receive the risk score associated with 137, the more severe of the two.
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F ig u re  3.12. Structure o f the Heart Abnorm ality H C C H ierarchy

An ordinal recoding of these variables would be to call them one variable, “congenital heart 
abnormalities” with four levels in order of severity: 0 = None-in-hierarchy; 1 = HCC 139; 2 =
HCC 138; 3 = HCC 137. The EDGE version of this ordinal variable and the audit data version of
the ordinal variable could then be compared using a non-parametric correlation coefficient such
as Kendall’s Tau.

However, this approach presents a major challenge in that some HCC hierarchies have rather 
complex structures, and we need to investigate further how to recode them as ordinal variables. 
One such complex hierarchy is seen in Figure 3.13.

F ig u re 3.13 Structure o f the B lo o d and Im m une D isorder H ierarchy

According to this hierarchy, 75, 69 and 7 appear to be on the same level, as do 66, 67, 68, and
73, but several of these HCCs have no defined supersession relationship; for example, 75 and 73.
It is therefore difficult to put these values in any particular order. For this reason, we have 
concerns about this option being a viable alternative to the current methodology.

3.3.2 A  e  ing Outlier Statu ba ed on Ri k Score Directly
To develop an option that does not require hierarchies to have any particular structure, we 

took into consideration that MA-RADV uses a methodology based on assessing the statistical 
significance of errors in Medicare Advantage (MA) payments directly, rather than through a
measure of the frequency of HCC validation failures. We initially expected to use a similar
methodology that could create a confidence interval around an issuer’s total PLRS. However, we
determined that several factors weighed against a close replication of the MA-RADV 
methodology for HHS-RADV. Two of these factors include: •

• Supporting Market Predictability: Our desire to reduce the number of issuers facing
adjustments to promote market stability in budget neutral risk pools by adjusting issuers’
risk scores based on significant deviation from a national average non-validation value; 
and
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• Different Diagnosis Patterns: A lower frequency of diagnoses in risk adjustment covered
plans than MA for common conditions•80resulting in a greater impact of errors when, for 
valid clinical reasons, an HCC is difficult to code.

These factors are currently addressed in HHS-RADV through the creation of national confidence 
intervals around the weighted mean failure rate and the establishment of the three HCC failure
rate groups. If HHS-RADV were to transition to a new methodology based on measuring errors
in risk scores directly, it would need to continue to address these factors.

Due to input from stakeholders that the current methodology does not take into consideration
the impact of HCC hierarchies on outlier detection, we are considering an approach that could
create confidence intervals around estimates related to each issuer’s per-enrollee average PLRS, 
with the width of these confidence intervals being defined by the theoretical sampling
distribution of that issuer’s enrollee risk scores for the applicable benefit year. We have
developed a draft approach that may satisfy the above factors, as well as issuer concerns about 
the impact of HCC hierarchies on outlier detection. This approach could include the following 
key components:

• Assign HCCs to groups (analogous to HCC failure rate groups in the current
methodology) by whole hierarchies, rather than by individual HCCs. This would 
eliminate all instances of HCCs that are in the same HHS-RA HCC hierarchy being 
sorted into different HHS-RADV HCC failure rate groupings (HCC-swapping examples
1 and 3 above) regardless of whether the coefficients within that hierarchy have been 
constrained, and would ensure that swaps within a hierarchy are not counted separately in
different groupings.81

• Create these groups according to the difference in total risk score between EDGE and
audit data for the HCCs in each hierarchy relative to the EDGE risk score, rather than by
difference in HCC count relative to the EDGE HCC count (the current approach). That is,
create “hierarchy risk score discrepancy” groups instead of HCC failure rate groups. This
would eliminate the effects of HCC-swapping examples 2 and  by ensuring that swaps
are always credited or debited in proportion to their effect on risk score when an issuer is
determined to be an outlier in one or more “hierarchy risk score discrepancy” groups. 
Examples of formulas for determining the relative difference by which to rank the 
hierarchies could be as follows:

E D G E . R S hi r = ^ E D G E .F r  q m tal¡ hcc,hi r CO fm tal,hcc
m tal hcc

80Approximately 80 percent of enrollees in risk adjustment covered plans had zero HCCs reported through EDGE
servers (https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization
Programs/Downloads/Summarv-Report-Risk-Admstment-2Q18.pdf). whereas  9 percent of MA enrollees had zero
HCCs reported (https://www.ahip.org/wp-content/uploads/Wakelv-2020-Medicare-Advantage-Adv-Notice-and
Risk-Model-Impact-Report-2.28.2019-1.pdf).
81 Alternatively, we could consider eliminating the use of groupings based on risk score discrepancy/failure rate
under this option.
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A u d i t . R S fti r ' ' ' ^ ( A u d i t . F r  q m  tal,hcc,hi r * C0 f m tal,hccj
m tal hcc

r  l D i f f hi r
E D G E . R S hi r A u d i t . R S hi r

E D G E . R S hi r

A u d i t . RSftigY

E D G E . R S hi r

Where:

• E D G E .R Shi r is the total risk score in EDGE for all HCCs in a hierarchy;
• ED G RFr qm  talM cM  r is the frequency in EDGE for each HCCs in a hierarchy

at each metal level, where m  ta l, h cc , h i  r are the indexes for insurance metal
level, HCCs and hierarchies;

• co fm tai ,hcc, is the coefficient for a given HCC from RA for each metal level;
• A udit.R Shi r is the total risk score in audit data for all HCCs in a hierarchy;
• Audit.Fr qm tai,hcc,hi r is the frequency in audit data for each HCCs in a

hierarchy at each metal level;
• r lD iffhi r is the relative difference between the audit and EDGE risk scores

for a given hierarchy, where m  ta l, hcc , h i  r are the indexes for insurance
metal level, HCCs and hierarchies.

• Determine outlier status by comparing the following values (list items a and b, below):
a. the average difference between the enrollee-level risk score in EDGE and the 

enrollee-level risk score in the audit data for each “hierarchy risk score
discrepancy” group for each issuer. An example of formulas that could define
these values are as follows:

E D G E . R S  i G —" ^ J jU D G E . C o d  d  ,ihcc,G * c o  f m  ^a i ^ C(f^

hcc

A u d i t . R S  ,i,G 'Ŝ ( A u d i t . C o d  d   i hcc G * c o 6 f m  ^a i,jlcc^

hcc
d i f f e,i,G = e d g e . R S  i G A u d i t . R S   i G

l e d i f f  ,i,G
m  a n D i f f iG = --------------

n t

Where:

• E D G E .R S  ,i,o is the total risk score in EDGE for an enrollee  for issuer 
i for group G ;

• ED G E.C od d ,i,hcc,o has values of 1 or 0, representing the presence or
absence of a given HCC in EDGE for an enrollee  for issuer i for 
group G ;

• Audit.RS ,i,G is the total risk score in audit data for an enrollee  for 
issuer i for group G ;

• Audit.Cod d ,i,hcc,G has values of 1 or 0, representing the presence or
absence of a given HCC in audit data for an enrollee  for issuer i for 
group G ;

— 
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• diff ,i,G is the difference between the audit and EDGE risk scores for an
enrollee  for issuer i for group G;

• m  anD iffi,G  is the average enrollee-level difference for each issuer i for 
group G ;

• nt is the total number of enrollees in the RADV sample for an issuer i.

b. The national average difference between enrollee-level risk score in EDGE and
audit data for that “hierarchy risk score discrepancy” group, which could be
defined as:

Where:

• n a tM  a n D iffG is the national average enrollee-level difference across
all issuers for group G ;

• N is the total number of enrollees sampled across all issuers nationally 
for HHS-RADV.

• This type of approach would not use national confidence intervals based on issuer-level 
failure rates. Instead, this approach would calculate the standard error as the national 
standard deviation of the difference between the enrollee-level risk scores in EDGE and
in audit data divided by the square root of each issuer’s sample size. Then, we would use
this standard error in the construction of issuer-specific confidence intervals. Formulas 
for this step could be as follows:

n a t D i f f S D G
\ ï . i ï .  ( d i f f  , i n a t M  a n D i f f Gy

d i f f S E iG

N l
n a t D i f f S D G

9 5 % CI i G: m  a n D i f f i G + 1 .9 6 * d i f f S E iG

Where:

• n a tD iffS D G  is the standard deviation of all enrollees’ difference values across
all issuers nationally for a group G ;

• diffSEi,G is the standard error of the average difference at an issuer i;
• 9 5 % CIi,G is the confidence interval for the average difference in risk score for 

an issuer i, centered on that issuer’s average difference.

• Under this approach, an issuer’s outlier status would then be determined according to
whether the issuer’s confidence interval (95% CE.g) captured the national mean
difference n a tM  a n D iffG for a given group G . If the national mean is outside the bounds
of the issuer’s confidence interval, that issuer would be considered an outlier for that 
“hierarchy risk score discrepancy” group.

Although we have preliminary evidence that this methodology may be a viable option to
address HCC-swapping scenarios while satisfying the factors for HHS-RADV described above,

-

-
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further analysis is needed to confirm the ability of this methodology to identify true outliers and
to further assess the impact this methodology would have on HHS-RADV adjustments to
transfers.

3.4 Su m m a r y  f Appr  a c h e s De t a i l e d i n t h i s Ch a pt e r
At the present time, based on our current analysis of available data, the information that HHS

has compiled thus far indicates that, of the basic modifications to the current methodology
described in Section 3.2.1 and the alternative methodologies described in Section 3.2.2, the 
Binomial Distribution methodology (Section 3.2.2.1) is the most viable long-term solution to
refine our outlier detection methodology to more precisely identify true outliers. However, we 
intend to delve deeper into the risk-score-based methodology (Section 3.3.2) as a way of
addressing the impact of HCC hierarchies on outlier detection, and as we continue to explore
other options, including consideration of stakeholder comments on this paper, our assessment of
the most viable long-term approach may change. In the next chapter, we also consider an
alternative option to address feedback from stakeholders about the impact of found HCCs in the 
calculation of error rates. We are interested in comments on the various options described in this
chapter and other methods we should consider to address these issues.
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4. Er r  r Ra t e Ca l c u l a t i  n

This chapter focuses on the calculation of an outlier issuer’s error rate as described in Section
1.2.3 of this paper and whether adjustments to this calculation are needed in cases where the 
outlier issuer is only slightly outside of the confidence interval for one or more HCC groups, as
well as cases where a negative error rate outlier issuer also has a negative failure rate. The first
section of the chapter reviews the key factors used in an issuer’s error rate calculation. The
second section discusses the differences in the types of outliers. The third section discusses the
observation of issuers likely to be outliers based on the 2017 benefit year HHS-RADV results. 
The fourth section reviews how the current error rate adjustment calculation for outliers creates a
“payment cliff”, then analyzes alternative options to calculate an issuer’s error rate to mitigate 
the “payment cliff’ effect. The fifth section discusses negative error rate outliers with negative 
failure rates with an option to constrain those error rate calculations, and the sixth section
considers other options to adjust the error rate calculation beyond adjusting for the “payment 
cliff.” In response to stakeholder feedback, HHS has a particular interest in examining ways to
mitigate the impact of the “payment cliff,” as well as cases where an outlier issuer has a negative 
failure rate.

4.1 Ke y  Fa c t  r s Us e d i n t h e Er r  r Ra t e Ca l c u l a t i  n
As described in Section 1.2.3 of this paper, the calculation of an error rate for an outlier 

issuer depends on a number of factors. These factors include the frequency of HCCs in the 
issuer’s enrollee sample for the HCC group that was validated by the IVA or SVA, as applicable, 
the frequency of HCCs in the issuer’s enrollee sample for the HCC group in EDGE, the issuer’s
HCC group failure rates, the national metrics determined for HHS-RADV for that benefit year,
and the issuer’s sampled enrollee-level original and adjusted risk score.

To calculate the issuer’s error rate, the issuer’s HCC group failure rates are first calculated by
the rate of HCCs validated by the IVA or SVA, as applicable, versus the rate of HCCs on EDGE 
for the issuer’s enrollee sample subtracted from 1. Then, if an issuer’s failure rate for an HCC
group is determined to be an outlier, that HCC group failure rate is used to determine the issuer’s
group adjustment factor. The issuer’s group adjustment factor for an HCC group is calculated
based on the issuer’s failure rate and the distance of that failure rate from the weighted mean
HCC group failure rate. Once the issuer’s group adjustment factor has been calculated for that 
HCC group, that group adjustment factor is applied directly to sampled enrollee-level HCC risk 
score factors to calculate the issuer’s error rate. Then, that error rate is applied to the issuer’s
PLRS and results in adjustments to risk adjustment transfers for the applicable state market risk 
pool.

4.2 Di f f e r e n c e s i n Ty pe s  f Ou t l i e r s
HHS-RADV uses a two-sided confidence interval to determine outliers. This approach means

that there are both upper and lower bound outliers for each HCC group. An upper bound outlier
is a “positive error rate outlier” whereby the issuer’s failure to validate the HCCs in its HHS- 
RADV sample was worse than the confidence interval around the national failure rate for one or
more HCC groupings. A lower bound outlier, on the other hand, is a “negative error rate outlier”
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whereby the issuer’s failure to validate the HCCs in its HHS-RADV sample was better than the
national confidence interval for one or more HCC groups. If the error rate is positive, the issuer’s
PLRS are adjusted downward by the adjustment rate, which results in a higher risk adjustment 
charge, lower risk adjustment payment, or a shift in the issuer’s transfer amount from a payment 
to a charge, assuming no adjustments to other issuers’ PLRS in the same state market risk pool.
If the error rate is negative, the issuer’s risk scores are adjusted upward by the adjustment rate,
which results in a lower risk adjustment charge, higher risk adjustment payment, or a shift in the
issuer’s transfer amount from a charge to a payment, assuming no adjustments to other issuers’
risk scores in the same state market risk pool. Issuers that are outliers in more than one HCC
failure rate group have one error rate that is calculated based on all of the HCC groups in which 
the issuers are an outlier.

Within the group of negative error rate outliers, there is a subgroup of issuers that are
negative error rate outliers with negative failure rates. As described in the previous chapter,
negative failure rates can occur in HHS-RADV when the audit data contains more HCCs in an
HCC group than were recorded on EDGE. Between the 2016 benefit year and 2017 benefit year 
HHS-RADV results, there was an increase in the number of issuers that were negative error rate
issuers with negative failure rates for all HCC groups. We discuss this subgroup of outliers later 
in this chapter.

Because the current methodology identifies and adjusts for outliers based on a 95 percent 
confidence interval for each of the three HCC groupings, in any given benefit year, the majority
of issuers that participate in HHS-RADV will likely not be outliers and will receive an error rate
of zero and no adjustment to their risk score(s). These non-outlier issuers’ results are within the
confidence intervals of the national HCC group failure rates, but their risk adjustment transfers
could nevertheless be adjusted due to other outlier issuers in their state market risk pool(s) due to
the budget-neutral nature of the HHS-operated risk adjustment program.

4.2.1 Outlier Ob ervation 
In reviewing the 2017 benefit year HHS-RADV results, we observed certain patterns about

the distribution of states, issuers, and market risk pools and the prevalence of outlier status in the 
HHS-RADV results. First, we looked at the difference in outliers between markets. Because 
there are generally more issuers participating in the small group market risk pools than the other 
state market risk pools for the 2017 benefit year of HHS-RADV, more small group market
issuers were identified as outliers than individual, catastrophic or merged market issuers and saw
their risk scores adjusted as a result of HHS-RADV. This resulted in a higher number and level
of risk adjustment transfer changes in the small group market risk pools compared to the 
individual, catastrophic, and merged market risk pools. For the 2017 benefit year, the individual
and catastrophic risk pools experienced more issuers leaving the market risk pools than the small
group market risk pools. Although issuers that exited the individual and catastrophic risk pools
were more likely to be positive error rate outliers, they also tended to have low market shares as
they exited the markets and therefore, their error rates when applied to risk scores tended to have
a low impact on risk adjustment transfers as shown in Appendix B. Starting with the 2018
benefit year of HHS-RADV, we will adjust for exiting issuers only if the exiting issuers are
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positive error rate outlier issuers, which should limit the number of adjustments being made for02exiting issuers.

Second, as we previously stated in the 2016 benefit year HHS-RADV Results memo, based 
on the empirical failure rate distribution of all issuers in the 2016 benefit year HHS-RADV data,
we expected that outliers resulting in positive error rates would be more prevalent than outliers
resulting in negative error rates. We found this expectation was supported by 2017 benefit year 
HHS-RADV results. We also found that in both the 2016 and 2017 benefit years, negative error
rate outliers tended to have smaller error rates than positive error rate outliers. We also expect 
that as issuers gain experience with HHS-RADV, issuers’ failure rates will improve, which 
would result in narrower confidence intervals. These narrower confidence intervals signify a
more limited range of failure rates among issuers, resulting in less distance to the weighted 
means used to calculate the group adjustment factor and by extension lower error rates. We saw
this trend between the 2016 and 2017 benefit year HHS-RADV national metric results and
anticipate it will continue.

Third, issuers that are outliers in multiple HCC groups were typically outliers in the same
direction for each HCC group in benefit year 2017 HHS-RADV results. This trend was also
generally observed in the 2016 benefit year HHS-RADV results.

Fourth, in general, the state market risk pools with at least one outlier have a larger number 
of issuers, compared to states without any outliers. Specifically, there was no relationship
between the number of issuers and the percent of issuers being outliers. Likewise, a state with a
smaller numbers of issuers participating in a market risk pool was less likely to have an outlier.

Figure 4. : Comparing the Number ofIssuers in a Market to Outliers Being in the Market

828 FR at 17503-1750 .
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Lastly, we found in the 2017 benefit year HHS-RADV results that smaller issuers were more
likely to be identified as outliers than large issuers. However, this could follow from a major 
distinction between the 2016 and 2017 benefit year HHS-RADV dataset, in that issuers with $15
million or less in premiums did not have to participate in the 2016 benefit year of HHS-RADV 
(the second pilot year), but were required to participate in 2017 benefit year HHS-RADV (the
first non-pilot year). As these issuers did not have the same experience with the HHS-RADV 
program in past benefit years as larger issuers, they may not have adapted their medical coding
practices, provider engagement, and other factors to the same degree or in the same way as
issuers who participated in the HHS-RADV pilot for the 2016 benefit year. The continued, 
periodic participation in the HHS-RADV program requirement captured in the materiality
threshold at  5 C.F.R § 153.630(g)(2) that applies beginning with the 2018 benefit year HHS- 
RADV will allow us to further evaluate whether smaller issuers will be more likely to be
identified as outliers in the long term.

4.3 Appl i c a t i  n  f Th r e s h  l d s Un d e r t h e Cu r r e n t m e t h  d  l  g y
When using a methodology built upon the determination of outliers and a rate of adjustment 

for those outliers, thresholds are used. In the case of the current methodology, those thresholds
are used to determine whether the issuer is an outlier and to determine the error rate that will be
used to adjust risk scores and transfers as a result of those outlier issuers’ HHS-RADV results.
As previously discussed, 1.96 standard deviations on both sides of the confidence interval from
the weighted HCC group means are the thresholds currently used to determine whether the issuer 
is an outlier and the weighted HCC group mean is the threshold used to determine the rate of
adjustment. In practice, these thresholds mean that an issuer with failure rates outside this 1.96
range is deemed an outlier and sees an adjustment to its risk score, while an issuer with failure 
rates inside this 1.96 range sees no adjustment to its risk score. This policy means that all outlier 
issuers are treated the same in the calculation of their error rates regardless of their relative 
distance from the confidence interval.

Because the current thresholds used to calculate issuers’ error rates are based on the 
difference between their failure rates and the group weighted mean failure rates, stakeholders
have expressed concerns that the current error estimation methodology results in issuers that are
just outside of the confidence intervals receiving an adjustment to their risk score, even though
they are not significantly different from the issuers just inside the confidence intervals who 
receive no adjustment to their risk score, creating a “payment cliff’ or “a leap frog effect”. For
example, an issuer with a low HCC group failure rate of 23.9 percent would be considered an
upper bound, positive error rate outlier for that HCC group based on the 2017 benefit year 
national failure rate statistics because the upper bound confidence interval for the low HCC
group is 23.8 percent. That issuer’s group adjustment factor would be calculated based on the 
difference between the weighted low HCC group mean of  .8 percent and the issuer’s 23.9
percent failure rate for that HCC group. Under this example, the issuer’s group adjustment factor 
would be 19.1 percent, and that group adjustment factor would be applied to the enrollee-level 
HCC risk score factors in the issuer’s sample population to calculate the error rate. At the same
time, another issuer with a similar low HCC group failure rate of 23.7 percent would receive no
adjustment to its risk score as a result of HHS-RADV. While this result is due to the nature of
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establishing and using a threshold, some stakeholders have argued for limits to the adjustment 
rate threshold applied to outlier issuers. For example, stakeholders have recommended limits that 
include calculating error rates based on the position of the confidence interval for the HCC group
and not on the position of the weighted mean for the HCC group. Others have recommended not 
adjusting issuers’ risk scores in case of negative error rate issuers to limit the impact of these 
adjustments on issuers who are not determined to be outliers.

As discussed in prior rulemakings, we have concerns about only adjusting issuers’ risk scores
for positive error rate outliers. However, we recognize that changing the calculation and
application of an outlier issuer’s error rate may be appropriate if the outlier issuer is not 
statistically different from the issuers within the confidence intervals. Thus, our main goal for 
considering changes to the calculation of the error rate would be to mitigate the “payment cliff’
for situations where issuers may be close the confidence intervals and are not substantially
different than those issuers inside the confidence intervals. We also discuss in this chapter an
option that could change the calculation of the error rate for negative error rate outliers that have
negative failure rates.

4.4 Al t e r n a t i v e Opt i  n s t  Ca l c u l a t e t h e Er r  r Ra t e a n d t h e i r  Im pa c t
This section discusses options to revise the current calculation of an outlier issuer’s error rate

for cases where the outlier issuer is only slightly outside of the confidence intervals for the HCC
group. To address the “payment cliff” issue for these issuers, we have considered several options
to revise the thresholds used in the error rate calculation to smooth the calculation of the group
adjustment factor, including reverting back to the original error estimation methodology, 
adjusting to the confidence intervals, only adjusting for positive error rate outliers, and several
options to apply a sliding scale adjustment factor. While we have looked at some of these options
using the 2016 benefit year results, we generally tested these options using the 2017 benefit year 
HHS-RADV results. One challenge that we ran into in testing these policy options is that an
issuer’s transfer impact usually occurs for more than one reason. Because of the complexity of
this issue, we intend to continue to test our results as future benefit years of data become 
available, along with other policy options being considered. The following subsections describe 
and explain our consideration of these options.

4.4.1 Original Error E timation Methodology
The original error estimation methodology finalized in the 2015 Payment Notice and

discussed in Section 1.2.2 of this paper would have adjusted almost all issuers’ risk scores for 
every error identified as a result of HHS-RADV. The adjustments under this methodology would
have used the issuer's corrected average risk score to compute an adjustment factor. The
adjustment factor would have been based on the ratio between the corrected average risk score
and the original average risk score. After taking into consideration the final IVA (or SVA as
appropriate) results, we would have calculated the estimated adjusted total population risk score
compared to the EDGE total population risk score, and derived a point estimate of the risk score
error rate for each issuer based on the original error estimation methodology. We would have
calculated adjustments for all issuers with error rates significantly different than zero using a 95
percent confidence interval. In making these calculations for purposes of this paper, we generally
used the 2017 benefit year HHS-RADV results to simulate what the risk adjustment transfer
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impacts would have been under the original methodology and compared them to the risk
adjustment transfer impacts under the current error estimation methodology in Appendix B.83

In comparison to the current methodology, this option may be attractive for those issuers who
believe that they will typically have HCC group failure rates below the weighted mean that are
not low enough to be flagged as a negative error rate outlier for any HCC group under the current
methodology. In theory, this option could prevent the “payment cliff,” as every issuer’s failure to
validate an HCC would be taken into account in calculating an issuer’s failure rate. Then,
assuming that all issuers had some level of failure in the state market risk pool, the error rates
being applied in the state market risk pool would be equaled out to some extent because all
issuers would see their respective risk scores adjusted, thereby reducing the probability for a
“payment cliff”.

However, based on our testing of the original error estimation methodology for purposes of
this white paper, we did not find this to be the case. Instead, our analysis found that the actual 
impact of HHS-RADV results on individual issuers’ risk adjustment transfers is complex and
individual issuers’ error rates could decrease or increase under the original methodology in
comparison to the current methodology, resulting in larger transfer changes. For example, as
shown in Appendix B, we found that applying the 2017 benefit year HHS-RADV results to the 
original methodology to the small group market risk pools would have resulted in a 121.17
percent change in risk adjustment transfers after HHS-RADV compared to the total risk
adjustment transfers before HHS-RADV (in comparison to a 29.81 percent change in transfers
under the current methodology).

Additionally, we found that applying the original methodology generally created a more
severe “payment cliff,” since the majority of adjusted issuers with failure rates significantly
different from zero had their original failure rates applied without the benefit of subtracting the
weighted mean difference that is used under the current methodology. For these reasons, the risk 
adjustment transfers move in unexpected ways. Figure  .2 shows the results of our testing of
issuers’ 2017 and 2018 risk adjustment transfer change over premiums using the 2017 benefit
year HHS-RADV results under the original methodology compared to the current methodology. 
As shown, almost all issuers would have been adjusted and many issuers would have been 
negatively impacted under the original methodology compared to the current methodology.

83 See infra notes 100 and 101 in Appendix B.
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Beyond a higher proportion of issuers’ risk scores being adjusted under the original 
methodology, the estimated risk adjustment transfer change using the original methodology was
more than four times higher across all markets than the risk adjustment transfer changes under 
the current methodology as seen in Appendix B.

We also continue to believe that some variation and error should be expected in the 
compilation of data for risk scores because provider documentation of enrollee’s health status
varies across provider types and groups. Adjusting almost all issuers for every failure found in
the HHS-RADV process, as was the case with the original methodology, does not take into
consideration any expected variation and errors. In addition, as detailed in the prior section, we 
have a strong desire to reduce the number of issuers facing adjustments to promote market
stability by adjusting issuers’ risk scores based on significant deviation from a national average 
non-validation value, rather than adjusting for every failure (regardless of the magnitude of the
error).

Figure 4.2: Comparing Issuers Transfer Change over Premiumfor the Original and Current Error Estimation
Methodologies on 20 7 Benefit Year HHS RADVResults
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4.4.2 Only Adju ting to Confidence Interval 
As previously discussed, another option suggested by some stakeholders to address the 

“payment cliff’ is to modify the error rate calculation and no longer calculate an outlier issuer’s
group adjustment factor using the threshold of the distance to the weighted HCC group mean.
Instead, under this option, the issuer’s group adjustment factor for its error rate calculation would
be calculated using the HCC group confidence interval. This option could ensure that outlier
issuers with failure rates just outside of the confidence intervals, as well as the outlier issuers
with failure rates furthest away from the confidence intervals, are only adjusted to the boundary 
of the HCC grouping. To illustrate, using the example in Section  .3 of an issuer with a low
HCC group failure rate of 23.9 percent, that issuer’s group adjustment factor would change from
19.1 percent under the current methodology to 0.1 percent under this option based on the 2017
benefit year national failure rate statistics. Specifically, under this example, the issuer’s group
adjustment factor would be the difference between the issuer’s 23.9 percent low group failure 
rate and the upper bound confidence interval for the low HCC group is 23.8 percent (23.9
percent - 23.8 percent = 0.1 percent). Thus, this option could directly address the “payment cliff’
and remove the extreme impact of small differences in HCC accuracy for issuers whose failure 
rates are near the edges of the confidence intervals.

At the same time, however, this option minimizes the impact of HHS-RADV adjustments on
risk scores and risk adjustment transfers - including those outlier issuers with high error rates
who are furthest away from the confidence intervals. As seen in Appendix B, in comparison to
the current methodology, this option (the Confidence Intervals Methodology) would only adjust
outlier issuers’ risk scores at a fraction of the rate of the current methodology and would result in
a significantly lower financial impact for all outlier issuers. For example, an issuer with a 70
percent failure rate in the high HCC group would be considered an outlier under the current
methodology, having a failure rate more than  standard deviations away from the national mean,
well beyond the 1.96 standard deviations required to be determined to have outlier status. A truly
average issuer would have a 0.00 percent chance of having a failure rate this high due to
random chance alone. As such, the example issuer is clearly an outlier and ought to receive an
appropriate adjustment to its risk score(s) due to HHS-RADV. If adjusting to the mean, as under 
the current methodology, to bring this example issuer on par with the average issuer, the example
issuer would receive a group adjustment factor of 70 percent - 26.2 percent =  3.8 percent. In
comparison, if the issuer were adjusted to the edge of the confidence interval, they would receive 
a group adjustment factor of 70 percent -  7.1 percent = 22.9 percent, which reflects only a
fraction of the misreported risk that negatively impacted the risk adjustment transfers of other 
issuers in the state market risk pool.

For this reason, we have concerns that this option would result in under-adjustments based on
HHS-RADV results for issuers furthest away from the confidence intervals. As an extension of
the findings in Appendix B, we are concerned this option results in such a minimal financial
payment impact for outlier issuers that it may not deter up-coding in risk adjustment. Under this
option, we found that the maximum and minimum error rates, reflecting the issuers who were
furthest in their failure rates from the average issuer across all HCC failure rate groups are much
lower in magnitude than under the current methodology and the sliding scale options described
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later in this section. Specifically, the maximum error rate when adjusting all outliers to the 
confidence intervals would be around 15 percent, compared to a maximum error rate of 29.13
percent in 2017 benefit year HHS-RADV data for most of the other options under consideration. 
This suggests that under this option, even the most egregious failure rate outliers would receive 
minimal HHS-RADV adjustments. Therefore, although this option could address the “payment 
cliff’ effect for issuers just outside of the confidence interval, this option may also create the
unintended consequence of mitigating the financial impact for situations where issuers are not 
close to the confidence intervals.

4.4.3 Only Make Adju tment for Po itive Error Rate Outlier 
Another option suggested by some stakeholders that could address, at least in part, the 

“payment cliff’ is to modify the current two-sided approach to HHS-RADV and only make 
adjustments for positive error rate outlier issuers. This option would retain the current calculation 
and associated thresholds to identify positive error rate outliers and would align with the policy
finalized in the 2020 Payment Notice for exiting issuers.8 This option may be attractive for non-
outlier issuers because it could be seen as more predictable, as it limits the number of issuers
whose risk scores would be adjusted as a result of HHS-RADV and would not result in adverse
adjustments for zero error rate issuers based on negative error rate outliers.

We have concerns about only adjusting for positive error rate outliers for non-exiting 
issuers.85 The intent of the two-sided outlier identification, and the resulting adjustments to
outlier issuer risk scores that have significantly better-than-average or poorer-than-average data
validation results is to ensure that HHS-RADV makes adjustments for identified, material risk 
differences between what issuers submitted to the EDGE servers and what was validated by the
issuer’s medical records. This ensures that, consistent with the statute, the HHS-operated risk 
adjustment program is transferring funds from issuers with plans with lower-than-average 
actuarial risk to issuers with plans with higher-than-average actuarial risk. Under this approach, 
HHS-RADV uses the two-sided outlier identification to ensure that the issuer who is coding well
is able to recoup funds that might have been lost through HHS-RA because its competitors are
coding badly. For example, if one issuer was fairly accurate in reporting their data to EDGE, 
resulting in a two percent HCC group failure rate in a state market risk pool, and another issuer
had a tendency to report more conditions to EDGE than could be validated from the medical 
records, resulting in a twenty-five percent failure rate in the state market risk pool, in the absence
of HHS-RADV, the issuer with the higher HCC group failure rate who had been reporting more
conditions to EDGE than could be validated, would have unfairly benefited in risk adjustment 
(receiving a higher payment or lower charge amount), negatively impacting the issuer with the 
lower failure rate when considering the outcome of HHS-RA alone. Under a two-sided HHS- 
RADV risk adjustment, the lower failure rate issuer (as a negative outlier) would be able to
recoup what would have been lost to the high failure rate issuer had data validation not been

8  In the 2020 Payment Notice, we finalized a policy, applicable beginning with the 2018 benefit year of HHS
RADV, to only make adjustments to an exiting issuer’s risk scores if it was determined to be a positive error rate
outlier. See 8 FR at 17503 1750 .
85See, e.g., the 2020 Payment Notice, 8 FR at 1750 -17508.
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performed. This logic mirrors how positive error rate outliers are treated whereby the issuer that 
had a higher than average number of validation errors is penalized for their higher number of
errors and the rest of the issuers in the state market risk pool are able to recoup their losses for 
that higher than average failure rate issuer. Therefore, HHS-RADV uses a two-sided approach to,
among other things, make adjustments to equalize the varying coding failure rates across
issuers.86

However, some stakeholders have expressed concern that negative error rate outlier status
may not be the result of issuers having fewer coding errors, but rather as a result of poor EDGE 
data submission. These stakeholders have suggested that adjusting for negative error rate outliers
may reward issuers for submitting incomplete data to EDGE or reduce the incentive for issuers 
to submit accurate EDGE data. We do not agree that adjusting negative error rate outliers creates
such an incentive, because the inherent risk of relying on receiving a negative error rate outlier
status in HHS-RADV is too high to significantly interfere with incentives that issuers face to
submit complete and accurate EDGE data. For example, we do not believe that there is an
incentive for issuers, as a long-term strategy, to under-code in risk adjustment in hopes that 
enough of their under-coding is picked up in HHS-RADV for the issuer to be identified as a
negative error rate outlier every year. We believe that negative error rate issuers that are under-
coding will likely reassess their coding practices to ensure that they are accurately capturing their 
risk in future benefit years of risk adjustment through their initial EDGE submissions. We do not 
believe these issuers will want to wait for HHS-RADV to take place for a given benefit year in
the hopes that they will be able to recoup any of these losses. In addition, as detailed elsewhere 
in this paper, we believe it is appropriate to include found HCCs to account for HCCs that were
miscoded as another HCC within the same hierarchy and to ensure that charges are collected
from issuers with lower-than-average actuarial risk and payments are made to issuers with 
higher-than-average actuarial risk.

We additionally believe that the potential to be a negative error rate outlier could incentivize 
all issuers to aim for the lowest possible failure rate instead of only aiming for a failure rate that 
is not a positive error rate outlier. Specifically, we believe that over time, this two-sided 
approach to adjusting risk scores for both positive and negative error rate outliers will put 
additional pressure on issuers to code more accurately.

In addition to suggestions to only make adjustments for positive error rate outliers, we have
also received comments from stakeholders recommending that we consider treating negative 
error rate outliers differently than positive error rate outliers. For example, one suggestion was to
calculate the group adjustment factor for the negative error rate outliers to the confidence interval 
and calculate the group adjustment factor for the positive error rate outliers to the weighted 
mean. Similar to the reasons outlined above in support of a two-sided outlier identification

86It is important to note the HHS-RADV approach is fundamentally different than the MA-RADV approach. MA
RADV only adjusts for positive error rate outliers, as the program’s intent is to recoup federal funding that was the 
result of improper payments under the Medicare Part C program, which is not the intent of HHS-RADV.
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process, we believe that positive and negative error rate outliers should generally be subject to
the same process.

However, we recognize in the cases of negative error rate issuers with negative failure rates
that calculating those issuers’ group adjustment factor to the weighted mean may not be
providing the appropriate incentives for issuers to code correctly in EDGE. Therefore, we 
discuss this issue in a later section of this chapter and explore an interim option to adjust those 
issuers’ error rate calculations.

We further note that only adjusting for positive error rate outliers does not address the
“payment cliff’ and would retain the “payment cliff’ for positive error rate outliers (see
Appendix B). Therefore, for all of these reasons, we are concerned about moving to a one-sided 
outlier identification process and are instead interested in potentially pursuing other 
modifications to the current two-sided outlier identification process to address stakeholders’
concerns.

4.4.4 Sliding Scale Adju tment Option 
An alternative option to modify the calculation and application of outlier issuers’ error rates

to mitigate the impact of the “payment cliff’ in cases where the failure rates are near the 
confidence interval is to calculate the group adjustment factor on a sliding scale basis. As
discussed in the 2020 Payment Notice, we stated that we may consider alternative options for 
error rate adjustments, such as using multiple or smoothed confidence intervals for outlier
identification and risk score adjustment.87If we were to pursue this option, we would need to
select additional thresholds to create the sliding scale. Under the current methodology, using the
standard normal distribution analogy in the figure below, risk scores for issuers that are inside 
the 95 percent confidence interval around the mean are not adjusted, and risk scores for issuers 
that lie outside of the 95 percent confidence interval are adjusted.

878 FR at 17507.
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Applying a sliding scale adjustment to the error rate calculation could provide a more
balanced approach to mitigate the “payment cliff’ under the current methodology without 
potentially resulting in over-or under-adjusting issuers as a result of HHS-RADV, and would
take into account the magnitude of the individual issuer’s failure rate in applying an adjustment 
to the issuer’s risk scores. Depending on the thresholds used under this option, it could also
ensure that the approach to mitigate the “payment cliff’ does not impact situations where outlier
issuers’ failure rates are not close to the confidence intervals.

Since finalizing the 2020 Payment Notice and calculating the 2017 benefit year HHS-RADV 
results, we have analyzed various options to explore the creation of a sliding scale adjustment to
issuers’ error rate calculations based on each issuer’s distance from the confidence interval, using 
a variety of different thresholds. Figure  . shows a comparison of the threshold options that we 
explored for purposes of developing this paper.

To apply this sliding scale adjustment, we used a linear formula that can be calculated using 
different threshold options. Under the options described in this section, issuers whose failure
rates are near the point where the “payment cliff’ occurs would be linearly adjusted between: (1)
a failure rate value that occurs at the edge of a confidence interval; and (2) the group mean
failure rate in the following form: A a F R + b , w h  r  the coefficients a (the slope) and b
(intercept) would be calculated based on the empirical HHS-RADV failure rate results for each
HCC group (see Table  .5). Using this linear sliding scale adjustment, all of these options could
theoretically provide a smoothing effect in the error rate calculation for issuers just outside of the 
confidence interval. While we are exploring several sliding scale threshold options that are
described in this white paper, we are also interested in comments on other potential thresholds
for the sliding scale adjustment calculation.

Figure 4.3: Normal distribution of confidence interval thresholds
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Option 1

Option 2-3

Option 4
Current
Methodology

Failure Rate Z score

As noted in Figure  . , Option 1would create the sliding scale adjustment from +/- 1.96 to 3
standard deviations. This option would retain the confidence interval at 1.96 standard deviations
under the current methodology, meaning that issuers within the 95 percent confidence interval 
would not have their respective risk scores adjusted. This option would also retain the full
adjustment to the mean failure rate for issuers outside of the 99 percent confidence interval 
(beyond 3 standard deviations). The distinction of this option would be that it would adjust 
outlier issuers’ error rates on a sliding scale between the 95 percent and 99 percent confidence 
interval bounds (1.96 to 3 standard deviations). This option retains the most aspects of the 
current methodology, which would provide stability for issuers. Option 1 also keeps the current
significant adjustment to the HCC group weighted mean after 3 standard deviations to ensure the 
mitigation of the “payment cliff’ for those close to the confidence intervals does not impact 
situations where outlier issuers’ failure rates are not close to the confidence intervals.

Option 2, on other hand, would create a sliding scale adjustment from +/-1.6 5 to 3 standard
deviations. This option would adjust the upper and lower bounds of the confidence interval to be
at 1.6 5 standard deviations, meaning that issuers outside of the 90 percent confidence interval 
would have their risk scores adjusted, instead of beginning adjustments at the 95 percent 
confidence interval under the current methodology. This option would also adjust issuers’ risk 
scores on a sliding scale between the 90 percent and 99 percent confidence intervals (between
1.6 5 and 3 standard deviations). This would mean that more issuers would be considered
outliers under this option than the current methodology, as seen in Table  .6 below.

Similar to Option 1, this option would retain the adjustment to the mean failure rate for 
issuers beyond the 99 percent confidence interval (outside 3 standard deviations). This option, in
comparison to Option 1, could provide a more gradual smoothing effect for issuers just outside
of the confidence interval, as seen in the bar chart below in Figure  .7 where more issuers would
have errors rates close to zero. However, even though this option lowers the overall impact of
HHS-RADV adjustments to transfers, this option increases the number of outliers between 1.6 5

Figure 4.4: Comparison of current error rate adjustment methodology
with sliding scale adjustments Options  - 4 described in this section
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and 1.96 standard deviations and therefore, would increase the number of state market risk pools
seeing adjustment to transfers as a result of HHS-RADV.

The third option that we are considering (Option 3) is to adjust risk scores for issuers that fall
between +/-1.96 to 3 standard deviations, as in Option 1, but calculate the amount of the linear 
adjustment based on values between 1.6 5 and 3 standard deviations. Option 3 combines using
the sliding scale adjustment values from Option 2, with retaining the current confidence intervals
under Option 1. Specifically, this option would adjust issuers’ risk scores on a sliding scale
between 1.96 and 3 standard deviation as in Option 1 (between the 95 percent and 99 percent 
confidence interval bound) with a different magnitude for the linear adjustment for these issuers 
from Option 2. This means that this option retains the confidence intervals at 1.96 standard
deviations, such that issuers within the 95 percent confidence interval would not have their risk 
scores adjusted, and it retains the adjustment to the mean failure rate for issuers beyond 3
standard deviations (outside of the 99 percent confidence interval).

Our theory was that Option 3 could provide the more gradual smoothing effect for issuers 
from Option 2 without increasing the number of issuers identified as outliers. However, this
option could create a new, smaller “payment cliff’ effect for issuers that lie outside of either side
of the 1.96 threshold because the application of the linear adjustment factor would not apply until 
1.96 standard deviations. This option also adds another layer of complexity to the error
estimation methodology as it would include a set of issuers between 1.6 5 and 1.96 standard
deviations in calculating the linear adjustment for the error rate, but exclude those issuers when 
applying that linear adjustment to issuers’ error rate calculations.

The last option that we considered (Option  ) was to create a sliding scale adjustment starting
+/-1.6 5 to the maximum failure rate z score. Option   would adjust the confidence intervals to
start at 1.6 5 standard deviations, meaning that issuers outside the 90 percent confidence interval 
would have their risk scores adjusted (as in Option 2) and the linear adjustment would be applied
until the maximum failure rate z score. Out of all of the options, this option would come the 
closest to eliminating any “payment cliff’ in the error rate calculation for all issuers who are
close to the confidence intervals. Because issuers beyond 3 standard deviations impact the 
calculation of the sliding scale adjustment factor under this option, Option  should have the 
least transfer impact on individual issuers that are just outside of the confidence intervals, as it
has the lowest weighted mean of absolute transfer change over premiums. However, as seen in
Table  .6, this option increases the number of outliers between 1.6 5 and 1.96 standard
deviations (as in Option 2), and as a result, an increased number of state market risk pools would
have transfers adjusted as a result of HHS-RADV in comparison to the current methodology.
Our concern with this option is that it may result in under-adjustments because even very
extreme outliers would not receive the full adjustment back to the mean failure rate—the 
adjustment factor would be applied to failure rates beyond 3 standard deviations. Also, like
Option 3, this option is more complex to calculate than Options 1 and 2 and is dependent on
outliers that are not close to the confidence intervals.
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4.4.? Evaluating the Sliding Scale Adju tment Option 
To assess the four sliding scale options described in the previous section, we ran a series of

analyses using the 2017 benefit year HHS-RADV results to evaluate which option may best 
address the “payment cliff’ issue to meet the stated policy goal.

First, to assist in comparing these sliding scale options, we compiled the slopes, number of
outliers, and error rates for each of these options using the 2017 benefit year HHS-RADV 
results. Because Options 2 and 3 use the same values between 1.6 5 and 3 standard deviations,
the slopes are the same in the below Table  .5, even though there is a difference in the number of
outliers identified under these options, as shown in the below Table  .6. Options 2 and  have
different slopes because they use a different end points of linear adjustments to calculate their 
slopes, but these options have the same increased number of identified outliers because these 
options would flag issuers as outliers starting at 1.6 5 standard deviations.88

Table 4.5: Comparing the Slopes for Sliding Scale Adjustment Options  - 4 described in this section

Method HCC Group
Starting/End points of Linear Adjustment 
(z-scores)

Lower Upper

a b a b
Lower Upper slope intercept slope intercept

1
Low 1.96 / 3 1.96 / 3 2.885 0. 13 2.885 0.687
Medium 1.96 / 3 1.96 / 3 2.885 0.11 2.885 1.008
High 1.96 / 3 1.96 / 3 2.885 0.155 2.885 1.357

2 and 3
Low 1.6 5 / 3 1.6 5 / 3 2.21 0.2 9 2.21 -0. 6
Medium 1.6 5 / 3 1.6 5 / 3 2.21 0.018 2.21 0.70 

High 1.6 5 / 3 1.6 5 / 3 2.21 0.193 2.21 0.968

 
Low 1.6 5 / -5.62 1.6 5 / 5.9 1. 13 0.159 1.383 0.287
Medium 1.6 5 / 16.69 1.6 5 / 5.6 1.109 0.009 1. 12 0.  9
High 1.6 5 / 11.86 1.6 5 /6.9 1.161 0.101 1.311 0.573

88 We note that an outlier issuer can be a positive outlier in one HCC group and a negative outlier in another HCC
group; therefore, this outlier issuer’s error rate can change from being a positive error rate under one option to a
negative error rate outlier under another option.

- - -
- - -
- - - -

- -
- - -

- - - -
- -
- - -
- - - -



    
     

     
         

        
   

         
     

        
  

HHS-RADV Error Estimation Methodology Discussion Paper 88

Table 4.6: Comparing Outlier Issuers Impacted by the Sliding Scale Adjustment Options
Method # Positive Error Rate 

Issuers
# Negative Error Rate
Issuers

Total Error Rate Issuers

Current Methodology 69  1 110
Option 1 68  2 110
Option 2 103 63 166
Option 3 69  1 110
Option  102 6 166

Next, we tested the differences in error rates between the current methodology and the 
various sliding scale options using the 2017 benefit year HHS-RADV results. As shown in
Figure  .7 below, we found that all of the sliding scale options under consideration in this white
paper resulted in the distribution of error rates moving closer to zero than the current
methodology. As expected, we found that Option  , which had the smallest group adjustment 
factors for issuers including those beyond the 99 percent confidence interval, resulted in the
smallest error rates. The maximum error rate for Option  was also smaller than any of the other 
sliding scale options being considered.
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Error Rate

To further assess these options, we wanted to consider whether they directly mitigated the 
“payment cliff’ for issuers just outside the confidence intervals. As previously mentioned, we
expected that the more gradual slope from Option 2 that smooths the HCC group level 
adjustment factors could be better at mitigating the issuer level payment cliff than Option 1.

We did not find that to be the case in testing these sliding scale options using the 2017
benefit year HHS-RADV results. Because Options 1 and 2 use a different set of outliers, it was
difficult to create a direct comparison of error rates. Under Option 1, the issuers just outside the 
confidence intervals were not the same issuers as those just outside the confidence intervals
under Option 2. This meant that any comparison using issuers just outside of the confidence

Figure 4.7: Comparing the Distribution ofEstimated Error Rates between the Options Described in this section
using the 20 7 BY RAD VResults
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intervals under Option 2 would always result in Options 1 and 3 having lower error rates overall
because the risk scores of the issuers just outside the confidence interval in Option 2 were not 
being adjusted under Options 1 and 3.

For this reason, we compared the sliding scale options utilizing a moving-window approach 
by dynamically selecting a set of issuers in the evaluation of all sliding scale candidate options.
The moving-window allowed us to set various boundaries of the z-score between (±)1.6 and
(±)3.05, which covered the “issuers of interest” (i.e. those issuers that are just outside of the 
confidence intervals under all options to various degrees). The moving-window puts issuers that 
are closest based on their average failure rate z-scores into one group to evaluate the “payment 
cliff’ via comparing the error rate difference of issuers within each group. Applying the moving- 
window method to the 2017 benefit year HHS-RADV data, we found that, compared to other 
options, Option 2 minimizes the “payment cliff” for issuers that are just outside or just inside the
upper 95 percent confidence interval. However, for issuers that are close to the upper 90 percent 
confidence interval, or with lower-than-average failure rates among the issuers of interest (i.e.,
potential outliers), Option 1 outperforms Option 2 in reducing the “payment cliff”.

These observations can be explained by the non-linear relationship between an issuer’s error
rate and the respective failure rate z-scores in the three HCC groups. The design of the sliding
scale option is to smooth out the adjustment factors at the HCC group level. However, at the 
issuer level, the flattened adjustment factors due to a smaller slope in Option 2 compared to
Option 1 could be diminished by other dominant factors. For example, at the HCC group level,
Option 1 outperforms Option 2 because it results in zero adjustment factors and potentially a
smaller “payment cliff” for issuers with failure rate z-scores between (±)1.6 5 and (±)1.96 in at
least one HCC group. On the other hand, Option 2 outperforms Option 1 for issuers and HCC
groups when failure rate z-scores that are between (±)1.96 and (±)3 because of the smaller slope
and flattened adjustment factors in Option 2. Therefore, the overall performance of Options 1
and 2 in reducing the “payment cliff” at the issuer level depends on the number of issuers with 
failure rates z-scores between (±)1.6 5 and (±)1.96, compared to that of the issuers between 
(±)1.96 and (±)3 z-scores.

Lastly, to assist in comparing the sliding scale options to the other options described in this
paper, in Appendix C, we provide the results of a simulation of the 2017 benefit year HHS- 
RADV in the same manner as Appendix B. These results show the estimated overall transfer and
issuer impact of the sliding scale options on the 2017 benefit year HHS-RADV results. The
estimated transfer impact of the sliding scale options between the current methodology and the 
four sliding scale options is generally as expected.

In short, all of the sliding scale options discussed in this paper result in lower error rates than 
the current methodology. The nonlinearity of error rates dilutes the ability to compare the effect 
of the four scaling scale options. Because all of the analyses comparing the impact of each
“payment cliff” mitigation option are only based on 2017 benefit year HHS-RADV results (the
first non-pilot year), issuers’ future error rates may follow different patterns.
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We are interested in comments from stakeholders regarding the options to mitigate the 
existing “payment cliff’ for potential future rulemaking, outlined above, recognizing the current
limitations related to having only year of non-pilot year data for testing purposes. In particular, 
we are interested in stakeholders’ perspectives regarding what our priorities should be in
considering these options, and which best create incentives and outcomes in line with the goals 
of the RA and RADV programs.

4.5 Ne g a t i v e  Er r  r Ra t e Is s u e r s w i t h Ne g a t i v e Fa i l u r e Ra t e s
As described earlier in this paper, the purpose of HHS-RADV is to promote confidence and

stability in the budget-neutral transfer methodology used by the HHS-operated risk adjustment 
program by ensuring the integrity and quality of data provided by issuers. As described earlier in
this chapter, one the purposes of the two-sided adjustment in HHS-RADV is to penalize issuers 
that validate HCCs in HHS-RADV at much lower rates than the national average and to reward
issuers in HHS-RADV that validate HCCs in HHS-RADV at rates that are much higher than the
national average, encouraging issuers to ensure that their EDGE-reported risk scores reflect the 
true actuarial risk of their enrollees. Positive and negative error outliers represent these two types
of adjustments, respectively. An issuer can be identified as a negative error rate outlier due a
number of contributing reasons; this section focuses on those issuers for whom low failure rates
are driven by newly found HCCs rather than by high validation rates.

The current methodology does not distinguish between low failure rates due to accurate data
submission and those that have been depressed through the presence of found HCCs. When a
large number of found HCCs appear in an issuer’s HHS-RADV sample, failure rates may be so
low as to become negative. Although we are considering longer term options to more precisely
identify true outliers and to address hierarchy considerations in HCC groups, an interim approach
to mitigate the impact of HHS-RADV adjustments as a result of negative error rate outliers with 
negative failure rates would be to add a constraint in the group adjustment factor calculation in
the current error rate calculation methodology for these issuers.

Specifically, we are considering constraining negative error rate outlier issuers’ error rate
calculation in cases when an issuer’s failure rate is negative as a temporary measure. Currently, 
an outlier issuer’s error rate is calculated based on the difference between the weighted mean
failure rate for the HCC group and the issuer’s failure rate for that HCC group, which may be a
negative failure rate. We are considering adding a constraint to the group adjustment factor 
whereby negative failure rate issuers’ error rates are calculated as the difference between the 
weighted mean failure rate for the HCC group (if positive) and zero (0). To illustrate, we would 
be substituting the following highlighted terms into the error rate process:

If  F R ? > U B g or G F R ? < L B G:
Then F l a g f "o u t l i  r " and A d j u s t m  n t G = G F R i constr g ( G F R ) constr

If  F R ? < U B g and G F R ? > L B G:
Then F l a g f " n o t o u t l i  r " and A d j u s t m  n t G 0

Where:

= 

= = 
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G F R f is an issuer’s failure rate for the HCC failure rate grouping
GFRj'constr is an issuer’s failure rate for the HCC failure rate grouping, constrained to 0

if  F R g is less than 0. Also expressed as:
G F R ^constrain d mCLX^0, G F R j |

g ( G F R G) is the weighted national mean failure rate for the HCC failure rate grouping
F ( .G F R G) constr is the weighted national mean failure rate for the HCC failure rate

grouping, constrained to 0 if g ( G F R G) is less than 0. Also expressed as:
K G F R G) constr

U B g and L B G are the upper and lower bounds of the HCC failure rate grouping
confidence interval, respectively.

F l a g f is the indicator if issuer i’s group failure rate for group G locates beyond a
calculated threshold that we are using to classify issuers into “outliers” or “not 
outliers” for group G.

A d j u s t m  n t G is the calculated adjustment amount to adjust issuer i’s EDGE risk scores
for all sampled HCCs in group G.

We would then compute total adjustments and risk adjustment transfer error rates for each issuer 
based on the sums of the A d j u s t m  n t G.89

This approach would limit the financial impact of adjustments due to negative error rate
outliers with negative failure rates on other issuers, providing stability to issuers in predicting the 
HHS-RADV impact. For example, under the current error rate calculation using the 2017 benefit 
year HHS-RADV metrics, a negative outlier issuer with a -15 percent failure rate for the low
HCC grouping would currently receive a group adjustment factor of the difference between -15
percent and the weighted mean for the low HCC grouping of  .8 percent of -19.8 percent, but if
we were to constrain the negative failure rates for negative outlier issuers to zero, the group
adjustment factor in this example would be the difference between 0 percent and the weighted 
mean for the low HCC grouping of  .8 percent, resulting in a - .8 percent group adjustment 
factor. We believe that this type of constraint could help ensure that negative error rate issuers
are rewarded for high validation rates while mitigating any incentive for under-reporting on
EDGE.

We believe this option would not have a chilling effect on issuer data accuracy and could
be easily implemented under the current methodology as a temporary stand-alone adjustment to
the error rate calculation, or in combination with the previously discussed alternative options to 
calculate the error rate in this chapter. As described in Chapter 3 of this paper, we are
considering options to account for HCCs miscoded into the same hierarchy and to address newly
found HCCs that may be contributing to negative failure rates. These long-term changes could
have an impact on the determination of the lower bound confidence interval and reduce the
occurrence of negative failure rates, but would also represent substantial departures from the 
current error estimation methodology. Therefore, we believe that the addition of this type of

89See, for example, the 2018 Benefit Year Protocols: PPACA HHS Risk Adjustment Data Validation, Version 7.0
(June 2 , 2019), available at https://www.regtap.info/reg librarye.php?i=290 .
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constraint to the current error rate calculation may offer a balanced interim option to mitigate the 
impact of negative outlier issuer adjustments on other issuers in the state market risk pool.  

4.6 ALTERNATIVE OPTIONS 
In addition to the aforementioned options, we received feedback on other potential changes 

to the calculation and application of issuers’ error rates that we did take under consideration in 
drafting this white paper, but that were not specifically designed to mitigate the impact of the 
“payment cliff” or negative outlier issuer adjustments. For example, one recommendation was to 
subject error rate outliers to a second round of sampling and outlier determination before making 
an adjustment to risk scores and risk adjustment transfers. Our understanding is that the purpose 
of this alternative option would be to ensure those issuers identified as outliers are truly outliers 
by conducting a second round of auditing. We are concerned about the significant burden 
increase that this approach would create on issuers and HHS, as it would result in some issuers 
being required to conduct medical record retrieval and other IVA activities for two separate sets 
of enrollees for the same benefit year HHS-RADV. This type of approach would also delay when 
we would be able to provide issuers with HHS-RADV results. 

In the past, we have also heard from stakeholders that the application and calculation of the 
error rate adjustment should take into consideration state differences in coding practices – that 
providers in some states may be better at coding than providers in other states, and that when 
HHS-RADV determines outlier status at the national level, the identification of outliers does not 
take those state-level differences into account. So far, we have not observed trends in the 
unmodified 2016 benefit year HHS-RADV results and the 2017 benefit year HHS-RADV results 
that indicate there is an overall significant difference among states’ failure rate results compared 
to the national benchmarks, but we intend to continue to assess future HHS-RADV results to see 
if any trends in this regard emerge. 
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5. APPLICATION OF HHS-RADV RESULTS 

This chapter considers a change to the application of HHS-RADV results to better reflect 
actuarial risk of the benefit year being audited. In the 2020 Payment Notice, we stated that while 
we are interested in applying the HHS-RADV results to the benefit year being audited, we have 
concerns about how to switch to that policy and adjust risk scores for a given benefit year 
twice.90 This chapter considers options on how HHS might transition away from the current 
prospective application of HHS-RADV results91 and move to an approach that would apply the 
results to the benefit year being audited. 

5.1 OVERVIEW OF THE APPLICATION OF HHS-RADV RESULTS 
In the 2014 Payment Notice, we finalized that HHS would use a prospective approach 

when making transfer adjustments based on findings from the data validation process.92 

Currently, HHS generally uses an issuer’s HHS-RADV error rate from the prior year to adjust 
the issuer’s average risk score in the current transfer year.93 We finalized the use of a prospective 
approach to allow issuers and HHS sufficient time to complete the validation and appeals 
processes before transfer adjustments are made. As such, we generally used 2017 benefit year 
HHS-RADV results to adjust 2018 benefit year risk adjustment risk scores, resulting in an 
adjustment to 2018 benefit year risk adjustment transfer amounts.94 In light of the policy 
finalized in the 2020 Payment Notice that delays collection, disbursement, and reporting of 
transfer adjustments to reflect HHS-RADV results95, and the changes recently finalized to the 
risk adjustment holdback policy96, we are considering whether to change this prospective 
approach to the application of HHS-RADV findings. 

Specifically, we are considering applying HHS-RADV results to the same risk 
adjustment benefit year risk scores and transfers. For example, 2021 benefit year HHS-RADV 
results could be applied to adjust 2021 benefit year risk adjustment risk scores and transfers. 
Under this policy, the risk adjustment risk scores and transfers would only be adjusted based on 
the same benefit year’s HHS-RADV results.97 

We believe this change has the potential to provide stability for issuers and help them 
better predict the impact of HHS-RADV results. When we finalized the policy in the 2014 
Payment Notice, we did not anticipate the extent of the changes that would occur in the risk 
profile of enrollees in the individual and small group markets from year to year or the changes in 
issuer market participation from year to year. Therefore, we believe that this potential change 

90 The exception to the current prospective application of HHS-RADV results is for exiting issuers, whose risk score 
error rates are applied to the PLRS and transfer amounts for the benefit year being audited.
91 See 84 FR at 17507. 
92 See 78 FR 15410 at 15438.  
93 The exception to this general rule is for exiting issuers. See, supra note 90. 
94 Ibid. 
95 See 84 FR at 17506 – 17507.  
96 Available at: https://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/Change-to-Risk-
Adjustment-Holdback-Policy-for-the-2018-Benefit-Year-and-Beyond.pdf. 
97 Risk scores and risk adjustment transfer amounts may be subsequently adjusted in response to successful appeals. 

https://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/Change-to-Risk
http:results.97
http:amounts.94
http:process.92
http:twice.90
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could help address stakeholder concerns about maintaining actuarial soundness in the application 
of an issuer’s HHS-RADV error rate if an issuer’s risk profile, enrollment, or market 
participation changes substantially from year to year. We also believe that this type of change 
could eliminate the need to adjust each benefit year twice when there are issuers who have been 
identified as outliers exiting all of the market risk pools in a state (that is, not selling or offering 
any new plans in the state). It could also prevent cases where an issuer who enters a state market 
risk pool is subject to the adjustments for the HHS-RADV results from the prior benefit year 
when other issuers in the state market risk pool are outliers, even though those issuers did not 
participate in the state market risk pool for that HHS-RADV benefit year. For these reasons, we 
are interested in considering this potential change for future benefit years. 

5.2 TRANSITION YEAR OPTIONS 
Our main concern with implementing this option is the transition from the current 

prospective adjustment approach into an approach that would apply error rates to the benefit year 
being audited. In theory, if we were to implement this policy, we would apply two benefit years 
of HHS-RADV to one year of risk adjustment risk scores. For example, if we were to finalize 
and implement this policy for 2021 benefit year HHS-RADV, 2021 benefit year risk adjustment 
risk scores and transfers would be adjusted first to reflect 2020 benefit year HHS-RADV results, 
and then a second time based on 2021 benefit year HHS-RADV results.98 Once implemented, for 
subsequent benefit years, risk adjustment risk scores and transfers would only be adjusted based 
on the same benefit year’s HHS-RADV results.99 

As we assess the options on how to move away from the prospective framework for future 
benefit years, we are specifically interested in comments on how we could approach the 
transition year and we are currently considering three options for how to do so. 

First, if we implement this policy for 2021 benefit year HHS-RADV, one option (the average 
error rate option) would be to calculate an average value between 2021 and 2020 benefit years 
HHS-RADV error rates and apply this average error rate to 2021 risk adjustment risk scores and 
transfers. We believe this type of approach would be methodologically straightforward, and 
would help mitigate the potential impact of two HHS-RADV adjustments on a single year of risk 
adjustment risk scores, without adversely impacting the predictability of HHS-RADV on risk 
adjustment transfers. This option would combine the 2020 and 2021 HHS-RADV results into 
one set of results to be used to adjust 2021 benefit year risk adjustment risk scores and transfers; 
and therefore, this option would result in no separate RADV adjustment calculation for 2020 
benefit year HHS-RADV results. However, as with the options mentioned below, this would 
result in one final adjustment amount to be collected and paid on the 2021 benefit year HHS-
RADV timeline, in early 2025.  

98 In this illustrative example, it is possible that 2020 risk adjustment risk scores and transfers could be adjusted a 
third time in response to successful HHS-RADV appeals.
99See supra note 97. 

http:results.99
http:results.98
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Another option (the RA transfer option) would be to calculate 2020 benefit year HHS-RADV 
adjustments to 2021 benefit year risk adjustment transfers and 2021 benefit year HHS-RADV 
adjustments to 2021 benefit year risk adjustment transfers separately, then calculate the 
difference between each of these values and the unadjusted 2021 benefit year risk adjustment 
transfers before any benefit years HHS-RADV adjustments were applied, and add these 
differences together to arrive at the total HHS-RADV modification to the 2021 benefit year risk 
adjustment transfers. That is, HHS would calculate adjustments under 2020 and 2021 benefit 
years HHS-RADV and incorporate 2020 and 2021 benefit year HHS-RADV results applied to 
2021 benefit year risk adjustment transfers in one final adjustment amount to be collected and 
paid on the 2021 benefit year HHS-RADV timeline, in early 2025. 

A third option (the combined PLRS option) would be to apply 2020 benefit year HHS-
RADV risk score adjustments to 2021 PLRSs, and then apply 2021 HHS-RADV risk score 
adjustments to the adjusted 2021 PLRSs. We would then use the final adjusted PLRSs (reflecting 
both the 2020 and 2021 HHS-RADV results) to adjust 2021 benefit year risk adjustment 
transfers. Like the RA transfer option, HHS would calculate adjustments under 2020 and 2021 
benefit year HHS-RADV and incorporate 2020 and 2021 benefit year HHS-RADV results 
applied to 2021 benefit year risk adjustment transfers in one final adjustment amount to be 
collected and paid on the 2021 benefit year HHS-RADV timeline, in early 2025.  

We are concerned that at least one of these options could result in duplication of the prior 
year’s impacts for some issuers that had the same underlying issue for both years and therefore, 
we solicit comment on these options. We are specifically interested in comments on these 
alternative options to calculating HHS-RADV adjustments for a transition year that would move 
the program from a prospective application of these adjustments to applying HHS-RADV results 
to the same risk adjustment benefit year PLRS and transfers. We are also interested in comments 
on: (1) the advantages and disadvantages of any of these options; (2) which calculation option 
most closely aligns with the goals of the HHS-RADV program; and (3) whether we should be 
considering other options for the transition year. 
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6. CONCLUSION 

After two pilot years, HHS has proceeded with making adjustments to reflect HHS-RADV 
results to ensure the integrity of the HHS-operated risk adjustment program by confirming that 
issuers can validate the risk that is being used to calculate risk adjustment transfers. The 2017 
benefit year is the first non-pilot year where HHS-RADV results were used to adjust risk scores 
and risk adjustment transfers. The findings from the initial years of HHS-RADV indicate that 
most issuers’ enrollee samples are representative and meet precision targets, that outlier 
detection issues are only occurring in limited cases where issuers have unusually low or high 
numbers of HCCs in an HCC group, and that the current methodology results in a more stable 
level of transfer changes based on HHS-RADV results than the original methodology.  

As in all programs of this complexity, we recognize there are aspects that can be refined for 
future benefit years, such as the incorporation of measures to mitigate the impact of the 
“payment cliff” and transitioning to apply HHS-RADV results to the benefit year being audited. 
We look forward to feedback from stakeholders and the general public on the options presented 
in this paper and anticipate this feedback will inform the development of potential modifications 
to the HHS-RADV program for future benefit years. As noted in previous sections, the purpose 
of this paper is to seek stakeholder feedback at this time on the options that we are considering to 
address these policy issues prior to conducting rulemaking in these areas. 

Commenters should submit comments by Monday, January 6, 2020 to 
CCIIOACARADataValidation@cms.hhs.gov with the subject line of “December 2019 HHS-
RADV White Paper.” 

mailto:CCIIOACARADataValidation@cms.hhs.gov
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APPENDIX A: OVERVIEW OF HHS-RADV REGULATIONS 

 March 11, 2013: HHS Notice of Benefit and Payment Parameters for 2014 (78 FR 15410) 
established the six steps of error estimation in § 153.630. 

 March 11, 2014: HHS Notice of Benefit and Payment Parameters for 2015 (79 FR 13744):  
o Established the sample size, stratification and Neyman allocation;  
o Established IVA standards, SVA processes and that enrollee risk score validation 

would be based on medical record review;  
o Established error estimation process whereby issuers’ plan enrollee average risk score 

is adjusted for any error, regardless of the size or magnitude of the error; and 
o Provided appeals, oversight, and data security standards. 

 February 27, 2015: HHS Notice of Benefit and Payment Parameters for 2016 (80 FR 10750) 
increased the risk adjustment user fee to cover the administrative costs of HHS-RADV. 

 December 22, 2016: HHS Notice of Benefit and Payment Parameters for 2018 (81 FR 
94058): 

o Exempted issuers within the materiality threshold $15 million or less in premiums 
from participating in HHS-RADV except approximately every three years; 

o Required issuers to provide pharmacy claims to the IVA; and 
o Created a discrepancy reporting process for the audit sample, SVA results, and error 

rate calculation. 
 April 17, 2018: HHS Notice of Benefit and Payment Parameters for 2019 (83 FR 16930): 

o Amended error estimation to only calculate and adjust issuers’ risk scores when an 
issuer’s failure rate is statistically significant based on three HCC groupings (low, 
medium, and high);  

o Exempted issuers with 500 or fewer billable member months from HHS-RADV; 
o Established that the IVA sample only includes enrollees from state risk pools with 

more than one issuer; 
o Permitted abbreviated mental health assessments in lieu of complete medical records 

when state privacy laws restrict the disclosure of mental health medical records; and 
o Clarified provisions regarding civil money penalties and adjustments due to 

demographic or enrollment errors discovered during HHS-RADV. 
 April 25, 2019: HHS Notice of Benefit and Payment Parameters for 2020 (84 FR 17454): 

o Extended the Neyman allocation to the 10th stratum for HHS-RADV sampling;  
o Clarified the application and distribution of default data validation charges;  
o Expanded the SVA to audit the full IVA sample when issuers failed pairwise means 

testing; 
o Adopted and piloted a methodology for including RXCs for the 2018 benefit year 

HHS-RADV; 
o Outlined the process for applying error rates for exiting issuers and sole issuer 

markets; 
o Updated the timeline for collection, distribution and reporting of HHS-RADV 

adjustments to transfers to provide more options to states and issuers for accounting 
for these amounts in rates and medical loss ratio reports; and 

o Codified HHS-RADV exemptions for issuers within the materiality thresholds 
(except approximately every three years), 500 or fewer billable member months, and 
in liquidation. 
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APPENDIX B: COMPARING THE 2017 BENEFIT YEAR HHS-RADV RESULTS USING 
THE CURRENT ERROR RATE METHODOLOGY, ORIGINAL ERROR RATE 
METHODOLOGY, CONFIDENCE INTERVALS METHODOLOGY, AND ONLY POSITIVE 
METHODOLOGY IN CHAPTER 4100 

Individual Market Risk Pools – 2018 Risk Adjustment 

Metrics Current  
Methodology 

Original 
Methodology 

Confidence 
Intervals 

Methodology 

Only Positive 
Error Rate Outlier 

Methodology 
Total Risk Adjustment Transfers 
before RADV $4,008,083,759 $4,008,083,759 $4,008,083,759 $4,008,083,759 

Total Risk Adjustment Transfers 
after RADV $4,018,098,320 $3,883,342,860 $4,016,365,468 $3,986,049,393 

Total RADV Payment Transfer 
Amounts $329,819,454 $2,018,305,677 $49,235,794 $150,981,462 

Total RADV Charge Transfer 
Amounts -$329,819,454 -$2,018,305,677 -$49,235,794 -$150,981,462 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

8.23% 50.36% 1.23% 3.77% 

Issuer's Average Absolute 
Transfer over Premium 0.89% 5.27% 0.13% 0.41% 

Member Weighted Risk Score 1.547 1.547 1.547 1.547 
Member Weighted Risk Score 
with RADV 1.553 1.448 1.549 1.542 

Risk Score % Change 0.35% -6.87% 0.10% -0.33% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

15.3% 70.5% 15.3% 2.5% 

# State Market Risk Pool 51 51 51 51 
# State Market Risk Pools with 
RADV Adjustments 18 44 18 8 

# Issuers 258 258 258 258 
# Issuers with Adjusted Risk 
Scores 28 190 28 10 

# Issuers with Adjusted RA 
Transfers 127 237 127 73 

# Issuers with Reduced Transfers 
After RADV 87 113 78 10 

# Issuers with Increased 
Transfers After RADV 40 124 49 63 

% of Issuers with Adjusted RA 
Transfers 49.2% 91.9% 49.2% 28.3% 

100 Catastrophic risk pools were excluded from the results for the individual market. Results for merged market 
states (Massachusetts and Vermont) are reported as part of the individual market. Because 2017 benefit year HHS-
RADV was a pilot year for Massachusetts, Massachusetts issuers’ results are counted in the before RADV and after 
RADV payments totals, but those issuers have zero error rates under all options; therefore, the state market risk pool 
is not adjusted in the 2017 HHS-RADV results for all options in this tables. 
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Small Group Market Risk Pools – 2018 Risk Adjustment 

Metrics Current 
Methodology 

Original 
Methodology 

Only Adjusting to 
Confidence 

Intervals 
Methodology 

Only Positive 
Methodology 

Total Risk Adjustment Transfers 
before RADV $1,161,924,456 $1,161,924,456 $1,161,924,456 $1,161,924,456 

Total Risk Adjustment Transfers 
after RADV $1,226,212,243 $1,464,926,038 $1,155,673,750 $1,253,776,026 

Total RADV Payment Transfer 
Amounts $346,330,506 $1,407,927,984 $58,040,017 $122,709,965 

Total RADV Charge Transfer 
Amounts -$346,330,506 -$1,407,927,984 -$58,040,017 -$122,709,965 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

29.81% 121.17% 5.00% 10.56% 

Issuer's Average Absolute 
Transfer over Premium 1.26% 5.39% 0.21% 0.40% 

Member Weighted Risk Score 1.270 1.270 1.270 1.270 
Member Weighted Risk Score 
with RADV 1.279 1.176 1.272 1.265 

Risk Score % Change 0.68% -8.01% 0.17% -0.39% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

22.1% 86.2% 22.1% 3.4% 

# State Market Risk Pools 49 49 49 49 
# State Market Risk Pools with 
RADV Adjustments 31 49 31 24 

# Issuers 473 473 473 473 
# Issuers with Adjusted Risk 
Scores 78 379 78 45 

# Issuers with Adjusted RA 
Transfers 329 473 329 273 

# Issuers with Reduced Transfers 
After RADV 207 247 214 45 

# Issuers with Increased 
Transfers After RADV 122 226 115 228 

% of Issuers with Adjusted RA 
Transfers 69.6% 100.0% 69.6% 57.7% 
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Individual Market Risk Pools – 2017 Risk Adjustment 

Metrics Current 
Methodology 

Original 
Methodology 

Confidence 
Intervals 

Methodology 

Only Positive 
Methodology 

Total Risk Adjustment Transfers 
before RADV $3,870,537,132 $3,870,537,132 $3,870,537,132 $3,870,537,132 

Total Risk Adjustment Transfers 
after RADV $3,877,649,989 $3,928,448,874 $3,871,177,444 $3,871,598,886 

Total RADV Payment Transfer 
Amounts $21,194,560 $167,040,082 $3,945,316 $11,238,538 

Total RADV Charge Transfer 
Amounts -$21,194,560 -$167,040,082 -$3,945,316 -$11,238,538 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

0.55% 4.32% 0.10% 0.29% 

Issuer's Average Absolute 
Transfer over Premium 0.06% 0.41% 0.01% 0.03% 

Member Weighted Risk Score 1.541 1.541 1.541 1.541 
Member Weighted Risk Score 
with RADV 1.542 1.537 1.541 1.541 

Risk Score % Change 0.00% -0.26% 0.00% -0.01% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

0.4% 2.1% 0.4% 0.1% 

# State Market Risk Pools 51 51 51 51 
# State Market Risk Pools with 
RADV Adjustments 15 28 15 13 

# Issuers 391 391 391 391 
# Issuers with Adjusted Risk 
Scores 18 42 18 16 

# Issuers with Adjusted RA 
Transfers 161 279 160 135 

# Issuers with Reduced Transfers 
After RADV 40 53 40 16 

# Issuers with Increased 
Transfers After RADV 121 226 120 119 

% of Issuers with Adjusted RA 
Transfers 41.2% 71.4% 40.9% 34.5% 
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Small Group Market Risk Pools – 2017 Risk Adjustment101 

Metrics Current 
Methodology 

Original 
Methodology 

Only Adjusting to 
Confidence 

Intervals 
Methodology 

Only Positive 
Methodology 

Total Risk Adjustment Transfers 
before RADV $1,265,821,729 $1,265,821,729 $1,265,821,729 $1,265,821,729 

Total Risk Adjustment Transfers 
after RADV $1,266,388,710 $1,368,654,185 $1,265,927,261 $1,266,308,028 

Total RADV Payment Transfer 
Amounts $3,548,056 $173,053,167 $239,643 $993,404 

Total RADV Charge Transfer 
Amounts -$3,548,056 -$173,053,167 -$239,643 -$993,404 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

0.28% 13.67% 0.02% 0.08% 

Issuer's Average Absolute 
Transfer over Premium 0.01% 0.55% 0.00% 0.00% 

Member Weighted Risk Score 1.271 1.271 1.271 1.271 
Member Weighted Risk Score 
with RADV 1.271 1.267 1.271 1.271 

Risk Score % Change 0.00% -0.32% 0.00% 0.00% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

0.10% 2.00% 0.10% 0.00% 

# State Market Risk Pools 48 48 48 48 
# State Market Risk Pools with 
RADV Adjustments 7 28 7 4 

# Issuers 498 498 498 498 
# Issuers with Adjusted Risk 
Scores 9 44 9 6 

# Issuers with Adjusted RA 
Transfers 113 331 113 67 

# Issuers with Reduced Transfers 
After RADV 49 69 49 6 

# Issuers with Increased 
Transfers After RADV 64 262 64 61 

% of Issuers with Adjusted RA 
Transfers 22.7% 66.5% 22.7% 13.5% 

101 The 2017 benefit year small group market for the state of Ohio was excluded in this summary because there were 
manual adjustments to HHS-RADV transfer adjustments to correct for an issuer data submission discrepancy 
reflected in the Summary Report of 2017 HHS-RADV Adjustments to Transfers released on August 1, 2019, 
available at: https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization-
Programs/Downloads/BY2017-HHSRADV-Adjustments-to-RA-Transfers-Summary-Report.pdf. For simulation 
purposes in Appendix B and C, excluding the state market risk pool with the manual adjustment allows the analysis 
to only reflect the impact due to the performance of the error estimation methods under consideration. 

https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization
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APPENDIX C: COMPARING THE 2017 BENEFIT YEAR HHS-RADV RESULTS USING 
SLIDING SCALE OPTIONS IN CHAPTER 4102 

Individual Market Risk Pools – 2018 Risk Adjustment 

Metrics Option 1 Option 2 Option 3 Option 4 
Total Risk Adjustment Transfers 
before RADV $4,008,083,759 $4,008,083,759 $4,008,083,759 $4,008,083,759 

Total Risk Adjustment Transfers 
after RADV $4,036,363,976 $4,043,719,836 $4,029,878,362 $4,030,247,409 

Total RADV Payment Transfer 
Amounts $136,966,244 $231,943,351 $202,308,778 $137,750,104 

Total RADV Charge Transfer 
Amounts -$136,966,244 -$231,943,351 -$202,308,778 -$137,750,104 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

3.42% 5.79% 5.05% 3.44% 

Issuer's Average Absolute 
Transfer over Premium 0.37% 0.61% 0.54% 0.36% 

Member Weighted Risk Score 1.547 1.547 1.547 1.547 
Member Weighted Risk Score 
with RADV 1.551 1.553 1.552 1.551 

Risk Score % Change 0.25% 0.35% 0.28% 0.22% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

15.3% 24.6% 15.3% 24.6% 

# State Market Risk Pool 51 51 51 51 
# State Market Risk Pools with 
RADV Adjustments 18 29 18 29 

# Issuers 258 258 258 258 
# Issuers with Adjusted Risk 
Scores 28 51 28 51 

# Issuers with Adjusted RA 
Transfers 127 186 127 186 

# Issuers with Reduced Transfers 
After RADV 78 114 88 114 

# Issuers with Increased 
Transfers After RADV 49 72 39 72 

% of Issuers with Adjusted RA 
Transfers 49.2% 72.1% 49.2% 72.1% 

102 See supra note 100. 
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Small Group Market Risk Pools – 2018 Risk Adjustment 

Metrics Option 1 Option 2 Option 3 Option 4 
Total Risk Adjustment Transfers 
before RADV $1,161,924,456 $1,161,924,456 $1,161,924,456 $1,161,924,456 

Total Risk Adjustment Transfers 
after RADV $1,181,600,625 $1,197,286,697 $1,194,592,346 $1,174,095,392 

Total RADV Payment Transfer 
Amounts $160,912,306 $246,180,867 $225,706,403 $144,761,922 

Total RADV Charge Transfer 
Amounts -$160,912,306 -$246,180,867 -$225,706,403 -$144,761,922 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

13.85% 21.19% 19.43% 12.46% 

Issuer's Average Absolute 
Transfer over Premium 0.58% 0.90% 0.82% 0.53% 

Member Weighted Risk Score 1.270 1.270 1.270 1.270 
Member Weighted Risk Score 
with RADV 1.276 1.277 1.277 1.274 

Risk Score % Change 0.47% 0.57% 0.54% 0.35% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

22.1% 27.6% 22.1% 27.6% 

# State Market Risk Pools 49 49 49 49 
# State Market Risk Pools with 
RADV Adjustments 31 40 31 40 

# Issuers 473 473 473 473 
# Issuers with Adjusted Risk 
Scores 78 120 78 120 

# Issuers with Adjusted RA 
Transfers 329 430 329 430 

# Issuers with Reduced Transfers 
After RADV 214 273 215 273 

# Issuers with Increased 
Transfers After RADV 115 157 114 157 

% of Issuers with Adjusted RA 
Transfers 69.6% 90.9% 69.6% 90.9% 



  
 

 
 

    

 

 

 

 

  
    

    

 

    

     

 
 

    

      
      

 

     

 
  

      

 

  
     

  

HHS-RADV Error Estimation Methodology Discussion Paper 105 

Individual Market Risk Pools – 2017 Risk Adjustment 

Metrics Option 1 Option 2 Option 3 Option 4 
Total Risk Adjustment Transfers 
before RADV $3,870,537,132 $3,870,537,132 $3,870,537,132 $3,870,537,132 

Total Risk Adjustment Transfers 
after RADV $3,872,147,015 $3,873,913,097 $3,873,718,609 $3,872,048,467 

Total RADV Payment Transfer 
Amounts $9,679,664 $15,008,694 $13,791,460 $9,529,453 

Total RADV Charge Transfer 
Amounts -$9,679,664 -$15,008,694 -$13,791,460 -$9,529,453 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

0.25% 0.39% 0.36% 0.25% 

Issuer's Average Absolute 
Transfer over Premium 0.03% 0.04% 0.04% 0.03% 

Member Weighted Risk Score 1.541 1.541 1.541 1.541 
Member Weighted Risk Score 
with RADV 1.541 1.541 1.541 1.541 

Risk Score % Change -0.01% -0.01% 0.00% 0.00% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

0.4% 0.4% 0.4% 0.4% 

# State Market Risk Pools 51 51 51 51 
# State Market Risk Pools with 
RADV Adjustments 15 19 15 19 

# Issuers 391 391 391 391 
# Issuers with Adjusted Risk 
Scores 18 23 18 23 

# Issuers with Adjusted RA 
Transfers 161 204 161 204 

# Issuers with Reduced Transfers 
After RADV 40 57 40 57 

# Issuers with Increased 
Transfers After RADV 121 147 121 147 

% of Issuers with Adjusted RA 
Transfers 41.2% 52.2% 41.2% 52.2% 
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Small Group Market Risk Pools – 2017 Risk Adjustment103 

Metrics Option 1 Option 2 Option 3 Option 4 
Total Risk Adjustment Transfers 
before RADV $1,265,821,729 $1,265,821,729 $1,265,821,729 $1,265,821,729 

Total Risk Adjustment Transfers 
after RADV $1,266,149,552 $1,266,256,135 $1,266,234,531 $1,266,074,744 

Total RADV Payment Transfer 
Amounts $656,874 $1,979,327 $1,686,327 $1,125,448 

Total RADV Charge Transfer 
Amounts -$656,874 -$1,979,327 -$1,686,327 -$1,125,448 

Percent RADV Payment 
Transfers Over Total Transfers 
Before RADV 

0.05% 0.16% 0.13% 0.09% 

Issuer's Average Absolute 
Transfer over Premium 0.00% 0.01% 0.01% 0.00% 

Member Weighted Risk Score 1.271 1.271 1.271 1.271 
Member Weighted Risk Score 
with RADV 1.271 1.271 1.271 1.271 

Risk Score % Change 0.00% 0.00% 0.00% 0.00% 
% Billable Member Months by 
issuers with Adjusted Risk 
Scores 

0.1% 0.2% 0.1% 0.2% 

# State Market Risk Pools 48 48 48 48 
# State Market Risk Pools with 
RADV Adjustments 7 12 7 12 

# Issuers 498 498 498 498 
# Issuers with Adjusted Risk 
Scores 9 15 9 15 

# Issuers with Adjusted RA 
Transfers 113 158 113 158 

# Issuers with Reduced Transfers 
After RADV 49 64 49 64 

# Issuers with Increased 
Transfers After RADV 64 94 64 94 

% of Issuers with Adjusted RA 
Transfers 22.7% 31.7% 22.7% 31.7% 

103 See supra note 101. 
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APPENDIX D: DIAGRAMS AND TABLES OF CURRENT HCC HIERARCHY 
STRUCTURE 

Central Nervous System Infections 

HCC  HCC Label 

3  Central Nervous System Infections, Except Viral 
Meningitis 

4  Viral or Unspecified Meningitis 

Cancer 

HCC 

8 

9 

10 

HCC Label 

Metastatic Cancer 
Lung, Brain, and Other Severe Cancers, Including 
Pediatric Acute Lymphoid Leukemia 

Non‐Hodgkin's Lymphomas and Other Cancers and 
Tumors 

11  Colorectal, Breast (Age < 50), Kidney, and Other Cancers 

12  Breast (Age 50+) and Prostate Cancer, Benign/Uncertain 
Brain Tumors, and Other Cancers and Tumors 

13  Thyroid Cancer, Melanoma, Neurofibromatosis, and 
Other Cancers and Tumors 
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Pancreas Disorders 

HCC  HCC Label 

18  Pancreas Transplant Status/Complications 
19  Diabetes with Acute Complications 
20  Diabetes with Chronic Complications 
46  Chronic Pancreatitis 
47  Acute Pancreatitis/Other Pancreatic Disorders and 

Intestinal Malabsorption 
21  Diabetes without Complication 

Liver Disorders 

HCC  HCC Label 

34  Liver Transplant Status/Complications 
35  End‐Stage Liver Disease 
36  Cirrhosis of Liver 

37  Chronic Hepatitis 
38  Acute Liver Failure/Disease, Including Neonatal Hepatitis 

Gastrointestinal Disorders 

HCC  HCC Label 

41  Intestine Transplant Status/Complications 
42  Peritonitis/Gastrointestinal Perforation/Necrotizing 

Enterocolitis 
45  Intestinal Obstruction 
48  Inflammatory Bowel Disease 
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Necrosis 

HCC  HCC Label 

54  Necrotizing Fasciitis 
55  Bone/Joint/Muscle Infections/Necrosis 

Autoimmune Disorders 

HCC  HCC Label 

56  Rheumatoid Arthritis and Specified Autoimmune 
Disorders 

57  Systemic Lupus Erythematosus and Other Autoimmune 
Disorders 

Blood and Immune Disorders 
HCC  HCC Label 

66  Hemophilia 
67  Myelodysplastic Syndromes and Myelofibrosis 
68  Aplastic Anemia 

69  Acquired Hemolytic Anemia, Including Hemolytic 
Disease of Newborn 

73  Combined and Other Severe Immunodeficiencies 

74  Disorders of the Immune Mechanism 
75  Coagulation Defects and Other Specified Hematological 

Disorders 

Hemoglobin Disorders 

HCC  HCC Label 

70  Sickle Cell Anemia (Hb‐SS) 

71  Thalassemia Major 
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Substance Use 

HCC  HCC Label 

81  Drug Psychosis 

82  Drug Dependence 

Behavioral and Developmental Disorders 

HCC  HCC Label 

87  Schizophrenia 
88  Major Depressive and Bipolar Disorders 

89  Reactive and Unspecified Psychosis, Delusional 
Disorders 

90  Personality Disorders 

102  Autistic Disorder 

103  Pervasive Developmental Disorders, Except Autistic 
Disorder 

Chromosomal Syndromes 

HCC  HCC Label 

96  Prader‐Willi, Patau, Edwards, and Autosomal Deletion 
Syndromes 

97  Down Syndrome, Fragile X, Other Chromosomal 
Anomalies, and Congenital Malformation Syndromes 
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Paralysis 

HCC  HCC Label 

106  Traumatic Complete Lesion Cervical Spinal Cord 

107  Quadriplegia 
108  Traumatic Complete Lesion Dorsal Spinal Cord 

109  Paraplegia 

110  Spinal Cord Disorders/Injuries 
150  Hemiplegia/Hemiparesis 
151  Monoplegia, Other Paralytic Syndromes 

Cerebral Palsy 

HCC  HCC Label 

112  Quadriplegic Cerebral Palsy 
113  Cerebral Palsy, Except Quadriplegic 

Respiratory Distress 

HCC  HCC Label 

125  Respirator Dependence/Tracheostomy Status 
126  Respiratory Arrest 

127  Cardio‐Respiratory Failure and Shock, Including 
Respiratory Distress Syndromes 
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Heart Failure 

HCC  HCC Label 

128  Heart Assistive Device/Artificial Heart 

129  Heart Transplant 

130  Congestive Heart Failure 

Heart Disease 

HCC  HCC Label 

131  Acute Myocardial Infarction 
132  Unstable Angina and Other Acute Ischemic Heart 

Disease 

Heart Defects 

HCC  HCC Label 

137  Hypoplastic Left Heart Syndrome and Other Severe 
Congenital Heart Disorders 

138  Major Congenital Heart/Circulatory Disorders 
139  Atrial and Ventricular Septal Defects, Patent Ductus 

Arteriosus, and Other Congenital Heart/Circulatory 
Disorders 

Stroke 

HCC  HCC Label 

145  Intracranial Hemorrhage 

146  Ischemic or Unspecified Stroke 
149  Cerebral Aneurysm and Arteriovenous Malformation 
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Skin Ulcers and Amputation 

HCC  HCC Label 

153  Atherosclerosis of the Extremities with Ulceration or 
Gangrene 

217  Chronic Ulcer of Skin, Except Pressure 
254  Amputation Status, Lower Limb/Amputation 

Complications 

Pulmonary Disorders 

HCC  HCC Label 

158  Lung Transplant Status/Complications 
159  Cystic Fibrosis 

160  Chronic Obstructive Pulmonary Disease, Including 
Bronchiectasis 

161  Asthma 
162  Fibrosis of Lung and Other Lung Disorders 

Kidney Disease 

HCC  HCC Label 

183  Kidney Transplant Status 
184  End Stage Renal Disease 

187  Chronic Kidney Disease, Stage 5 
188  Chronic Kidney Disease, Severe (Stage 4) 
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Pregnancy 

HCC  HCC Label 

203  Ectopic and Molar Pregnancy, Except with Renal Failure, 
Shock, or Embolism 

204  Miscarriage with Complications 

205  Miscarriage with No or Minor Complications 

207  Completed Pregnancy With Major Complications 

208  Completed Pregnancy With Complications 
209  Completed Pregnancy with No or Minor Complications 

Fractures 

HCC  HCC Label 

226  Hip Fractures and Pathological Vertebral or Humerus 
Fractures 

227  Pathological Fractures, Except of Vertebrae, Hip, or 
Humerus 
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Newborns 

HCC  HCC Label 

242  Extremely Immature Newborns, Birthweight < 500 
Grams 

243  Extremely Immature Newborns, Including Birthweight 
500‐749 Grams 

244  Extremely Immature Newborns, Including Birthweight 
750‐999 Grams 

245  Premature Newborns, Including Birthweight 1000‐1499 
Grams 

246  Premature Newborns, Including Birthweight 1500‐1999 
Grams 

247  Premature Newborns, Including Birthweight 2000‐2499 
Grams 

248  Other Premature, Low Birthweight, Malnourished, or 
Multiple Birth Newborns 

249  Term or Post‐Term Singleton Newborn, Normal or High 
Birthweight 
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HCCs without a Hierarchy 
HCC HCC Label 

1 HIV/AIDS 
2 Septicemia, Sepsis, Systemic Inflammatory Response Syndrome/Shock 
6 Opportunistic Infections 

23 Protein-Calorie Malnutrition 
26 Mucopolysaccharidosis 
27 Lipidoses and Glycogenosis 
28 Congenital Metabolic Disorders, Not Elsewhere Classified 
29 Amyloidosis, Porphyria, and Other Metabolic Disorders 
30 Adrenal, Pituitary, and Other Significant Endocrine Disorders 
61 Osteogenesis Imperfecta and Other Osteodystrophies 
62 Congenital/Developmental Skeletal and Connective Tissue Disorders 
63 Cleft Lip/Cleft Palate 
64 Major Congenital Anomalies of Diaphragm, Abdominal Wall, and Esophagus, Age < 2 
94 Anorexia/Bulimia Nervosa 

111 Amyotrophic Lateral Sclerosis and Other Anterior Horn Cell Disease 
114 Spina Bifida and Other Brain/Spinal/Nervous System Congenital Anomalies 
115 Myasthenia Gravis/Myoneural Disorders and Guillain-Barre Syndrome/Inflammatory and 

Toxic Neuropathy 
117 Muscular Dystrophy 
118 Multiple Sclerosis 
119 Parkinson's, Huntington's, and Spinocerebellar Disease, and Other Neurodegenerative 

Disorders 
120 Seizure Disorders and Convulsions 
121 Hydrocephalus 
122 Non-Traumatic Coma, Brain Compression/Anoxic Damage 
135 Heart Infection/Inflammation, Except Rheumatic 
142 Specified Heart Arrhythmias 
154 Vascular Disease with Complications 
156 Pulmonary Embolism and Deep Vein Thrombosis 
163 Aspiration and Specified Bacterial Pneumonias and Other Severe Lung Infections 
251 Stem Cell, Including Bone Marrow, Transplant Status/Complications 
253 Artificial Openings for Feeding or Elimination 
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APPENDIX E: TABLE OF HCC FAILURE RATE GROUPINGS FOR 2017 BENEFIT 
YEAR HHS-RADV 

HCC HCC Group HCC Label 

1 Low HCC Group HIV/AIDS 

2 Medium HCC Group Septicemia, Sepsis, Systemic Inflammatory Response Syndrome/Shock 

3 High HCC Group Central Nervous System Infections, Except Viral Meningitis 

4 High HCC Group Viral or Unspecified Meningitis 

6 High HCC Group Opportunistic Infections 

8 Medium HCC Group Metastatic Cancer 

9 High HCC Group Lung, Brain, and Other Severe Cancers, Including Pediatric Acute 
Lymphoid Leukemia 

10 Medium HCC Group Non-Hodgkin's Lymphomas and Other Cancers and Tumors 

11 High HCC Group Colorectal, Breast (Age < 50), Kidney, and Other Cancers 

12 High HCC Group Breast (Age 50+) and Prostate Cancer, Benign/Uncertain Brain Tumors, 
and Other Cancers and Tumors 

13 High HCC Group Thyroid Cancer, Melanoma, Neurofibromatosis, and Other Cancers and 
Tumors 

18 Low HCC Group Pancreas Transplant Status/Complications 

19 High HCC Group Diabetes with Acute Complications 

20 Low HCC Group Diabetes with Chronic Complications 

21 Low HCC Group Diabetes without Complication 

23 Medium HCC Group Protein-Calorie Malnutrition 

26 High HCC Group Mucopolysaccharidosis 

27 High HCC Group Lipidoses and Glycogenosis 

28 Medium HCC Group Congenital Metabolic Disorders, Not Elsewhere Classified 

29 High HCC Group Amyloidosis, Porphyria, and Other Metabolic Disorders 

30 Medium HCC Group Adrenal, Pituitary, and Other Significant Endocrine Disorders 

34 Medium HCC Group Liver Transplant Status/Complications 

35 Medium HCC Group End-Stage Liver Disease 

36 Low HCC Group Cirrhosis of Liver 

37 Medium HCC Group Chronic Hepatitis 

38 Medium HCC Group Acute Liver Failure/Disease, Including Neonatal Hepatitis 

41 Low HCC Group Intestine Transplant Status/Complications 

42 High HCC Group Peritonitis/Gastrointestinal Perforation/Necrotizing Enterocolitis 

45 High HCC Group Intestinal Obstruction 

46 Medium HCC Group Chronic Pancreatitis 

47 Medium HCC Group Acute Pancreatitis/Other Pancreatic Disorders and Intestinal Malabsorption 
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48 

54 

55 

56 

57 

61 

62 

63 

HHS-RADV Error Estimation Methodology Discussion Paper 

HCC HCC Group HCC Label 

Low HCC Group Inflammatory Bowel Disease 

High HCC Group Necrotizing Fasciitis 

Medium HCC Group Bone/Joint/Muscle Infections/Necrosis 

Low HCC Group Rheumatoid Arthritis and Specified Autoimmune Disorders 

Low HCC Group Systemic Lupus Erythematosus and Other Autoimmune Disorders 

High HCC Group Osteogenesis Imperfecta and Other Osteodystrophies 

Medium HCC Group Congenital/Developmental Skeletal and Connective Tissue Disorders 

High HCC Group Cleft Lip/Cleft Palate 

64 High HCC Group Major Congenital Anomalies of Diaphragm, Abdominal Wall, and 
Esophagus, Age < 2 

66 Medium HCC Group Hemophilia 

67 High HCC Group Myelodysplastic Syndromes and Myelofibrosis 

68 High HCC Group Aplastic Anemia 

69 High HCC Group Acquired Hemolytic Anemia, Including Hemolytic Disease of Newborn 

70 Medium HCC Group Sickle Cell Anemia (Hb-SS) 

71 Medium HCC Group Thalassemia Major 

73 High HCC Group Combined and Other Severe Immunodeficiencies 

74 High HCC Group Disorders of the Immune Mechanism 

75 Medium HCC Group Coagulation Defects and Other Specified Hematological Disorders 

81 High HCC Group Drug Psychosis 

82 High HCC Group Drug Dependence 

87 Low HCC Group Schizophrenia 

88 High HCC Group Major Depressive and Bipolar Disorders 

89 High HCC Group Reactive and Unspecified Psychosis, Delusional Disorders 

90 High HCC Group Personality Disorders 

94 Medium HCC Group Anorexia/Bulimia Nervosa 

96 Low HCC Group Prader-Willi, Patau, Edwards, and Autosomal Deletion Syndromes 

97 High HCC Group Down Syndrome, Fragile X, Other Chromosomal Anomalies, and 
Congenital Malformation Syndromes 

102 Low HCC Group Autistic Disorder 

103 Low HCC Group Pervasive Developmental Disorders, Except Autistic Disorder 

106 High HCC Group Traumatic Complete Lesion Cervical Spinal Cord 

107 High HCC Group Quadriplegia 

108 Medium HCC Group Traumatic Complete Lesion Dorsal Spinal Cord 

109 Low HCC Group Paraplegia 

110 High HCC Group Spinal Cord Disorders/Injuries 
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HCC HCC Group HCC Label 

111 High HCC Group Amyotrophic Lateral Sclerosis and Other Anterior Horn Cell Disease 

112 Low HCC Group Quadriplegic Cerebral Palsy 

113 Medium HCC Group Cerebral Palsy, Except Quadriplegic 

114 Low HCC Group Spina Bifida and Other Brain/Spinal/Nervous System Congenital 
Anomalies 

115 Medium HCC Group Myasthenia Gravis/Myoneural Disorders and Guillain-Barre 
Syndrome/Inflammatory and Toxic Neuropathy 

117 Low HCC Group Muscular Dystrophy 

118 Low HCC Group Multiple Sclerosis 

119 Medium HCC Group Parkinson's, Huntington's, and Spinocerebellar Disease, and Other 
Neurodegenerative Disorders 

120 Low HCC Group Seizure Disorders and Convulsions 

121 Medium HCC Group Hydrocephalus 

122 High HCC Group Non-Traumatic Coma, Brain Compression/Anoxic Damage 

125 Low HCC Group Respirator Dependence/Tracheostomy Status 

126 High HCC Group Respiratory Arrest 

127 High HCC Group Cardio-Respiratory Failure and Shock, Including Respiratory Distress 
Syndromes 

128 Low HCC Group Heart Assistive Device/Artificial Heart 

129 Medium HCC Group Heart Transplant 

130 Medium HCC Group Congestive Heart Failure 

131 High HCC Group Acute Myocardial Infarction 

132 High HCC Group Unstable Angina and Other Acute Ischemic Heart Disease 

135 High HCC Group Heart Infection/Inflammation, Except Rheumatic 

137 High HCC Group Hypoplastic Left Heart Syndrome and Other Severe Congenital Heart 
Disorders 

138 High HCC Group Major Congenital Heart/Circulatory Disorders 

139 High HCC Group Atrial and Ventricular Septal Defects, Patent Ductus Arteriosus, and Other 
Congenital Heart/Circulatory Disorders 

142 Medium HCC Group Specified Heart Arrhythmias 

145 High HCC Group Intracranial Hemorrhage 

146 High HCC Group Ischemic or Unspecified Stroke 

149 Medium HCC Group Cerebral Aneurysm and Arteriovenous Malformation 

150 Low HCC Group Hemiplegia/Hemiparesis 

151 High HCC Group Monoplegia, Other Paralytic Syndromes 

153 High HCC Group Atherosclerosis of the Extremities with Ulceration or Gangrene 

154 High HCC Group Vascular Disease with Complications 
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HCC HCC Group HCC Label 

156 High HCC Group Pulmonary Embolism and Deep Vein Thrombosis 

158 High HCC Group Lung Transplant Status/Complications 

159 Medium HCC Group Cystic Fibrosis 

160 Low HCC Group Chronic Obstructive Pulmonary Disease, Including Bronchiectasis 

161 Low HCC Group Asthma 

162 Medium HCC Group Fibrosis of Lung and Other Lung Disorders 

163 High HCC Group Aspiration and Specified Bacterial Pneumonias and Other Severe Lung 
Infections 

183 Low HCC Group Kidney Transplant Status 

184 High HCC Group End Stage Renal Disease 

187 Low HCC Group Chronic Kidney Disease, Stage 5 

188 Low HCC Group Chronic Kidney Disease, Severe (Stage 4) 

203 Low HCC Group Ectopic and Molar Pregnancy, Except with Renal Failure, Shock, or 
Embolism 

204 High HCC Group Miscarriage with Complications 

205 High HCC Group Miscarriage with No or Minor Complications 

207 High HCC Group Completed Pregnancy With Major Complications 

208 High HCC Group Completed Pregnancy With Complications 

209 Medium HCC Group Completed Pregnancy with No or Minor Complications 

217 Low HCC Group Chronic Ulcer of Skin, Except Pressure 

226 High HCC Group Hip Fractures and Pathological Vertebral or Humerus Fractures 

227 High HCC Group Pathological Fractures, Except of Vertebrae, Hip, or Humerus 

242 High HCC Group Extremely Immature Newborns, Birthweight < 500 Grams 

243 Medium HCC Group Extremely Immature Newborns, Including Birthweight 500-749 Grams 

244 Medium HCC Group Extremely Immature Newborns, Including Birthweight 750-999 Grams 

245 Medium HCC Group Premature Newborns, Including Birthweight 1000-1499 Grams 

246 High HCC Group Premature Newborns, Including Birthweight 1500-1999 Grams 

247 Low HCC Group Premature Newborns, Including Birthweight 2000-2499 Grams 

248 Medium HCC Group Other Premature, Low Birthweight, Malnourished, or Multiple Birth 
Newborns 

249 High HCC Group Term or Post-Term Singleton Newborn, Normal or High Birthweight 

251 Low HCC Group Stem Cell, Including Bone Marrow, Transplant Status/Complications 

253 Low HCC Group Artificial Openings for Feeding or Elimination 

254 Low HCC Group Amputation Status, Lower Limb/Amputation Complications 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

ABOUT THIS RESOURCE 
The California Health Benefits Review Program (CHBRP) responds to requests from the California 
Legislature to provide independent analysis of the medical, financial, and public health impacts of 
proposed health insurance benefit mandates and repeals.1,2 This document has been prepared by 
CHBRP to inform interested parties of existing state and federal health insurance benefit mandate laws 
that may relate to the subject or purpose of a proposed state health insurance benefit mandate or repeal 
bill. 

This document includes the following: 
 Table 1. California Health Insurance Benefit Mandates (by Topic) 
 Table 2. California Mandates with Sunset or Contingency Language 
 Table 3. Federal Health Insurance Benefit Mandates 
 Appendix A. Explanation of Table Terms and Categories 
 Appendix B. Discussion of Basic Health Care Services 
 Appendix C. California Mandates (by Health and Safety Code Section) 
 Appendix D. California Mandates (by Insurance Code Section) 

Benefit Mandate Categories 

CHBRP defines health insurance benefit mandates through the lens of its authorizing statute.3 Therefore, 
the mandates listed in Tables 1 and 2 fall into one or more of the following categories: (a) offer or provide 
coverage for the screening, diagnosis, or treatment of specific diseases or conditions; (b) offer or provide 
coverage for types of health care treatments or services, including coverage of medical equipment, 
supplies, or drugs used in a treatment or service; (c) offer or provide coverage permitting treatment or 
services from a specific type of health care provider; and/or (d) specify terms (limits, timeframes, 
copayments, deductibles, coinsurance, etc.) for any of the other categories. Table 1 includes California’s 
state health insurance benefit mandate laws, and Table 3 includes federal health insurance benefit 
mandate laws. 

Information Included for Listed Mandates 

Table 1 identifies relevant California statutes. The table specifies when the law mandates an offer of 
coverage for the benefit. The table also identifies which health insurance markets (group and/or 
individual) are subject to the mandate. Explanations of these terms are provided in Appendix A. 

Table 2 lists California benefit mandate statutes that contain either a sunset clause or contingency 
language.  Sunset clauses specify that the law will no longer be in effect after the listed date. Contingency 
language specifies that the state law is in effect only so long as a federal law is in effect, or only if federal 
rulings do not indicate that some or all of the state law would exceed essential health benefits (EHBs). 

Table 3 identifies relevant federal statutes, both those in existence prior to passage of the Affordable 
Care Act (ACA)4 as well as federal benefit mandates contained in the ACA. Like Table 1, Table 3 
identifies the health insurance markets subject to the mandate. Because none of the federal mandates 
are mandates to offer coverage, this information is not included in Table 3. 

1 Additional information about CHBRP is available at: www.chbrp.org. 
2 Completed CHBRP analyses are available at: www.chbrp.org/completed_analyses/index.php. 
3 Available at: http://chbrp.com/about_chbrp/faqs/index.php. 
4 The federal “Patient Protection and Affordable Care Act” (P.L.111-148) and the “Health Care and Education 
Reconciliation Act” (P.L 111-152) were enacted in March 2010. Together, these laws are referred to as the Affordable 
Care Act (ACA). 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Key Facts 
 Applicability of mandate laws: Not all health insurance is subject to state health insurance 

benefit mandate laws. CHBRP annually posts estimates of Californians’ sources of health 
insurance, including figures for the numbers of Californians with health insurance subject to state 
benefit mandates.5 

 California insurance regulation: California has a bifurcated legal and regulatory system for 
health insurance products. The Department of Managed Health Care (DMHC) regulates health 
care service plan contracts, which are subject to the Health and Safety Code. The California 
Department of Insurance (CDI) regulates health insurance policies, which are subject to the 
California Insurance Code. DMHC-regulated plan contracts and CDI-regulated policies may be 
subject to state benefit mandate laws, depending upon the exact wording of the law. 

 Federal benefit mandates: Federal benefit mandates can apply more broadly than state benefit 
mandates. For example, federal benefit mandates, unlike state mandates, may apply to Medicare 
or to self-insured plans. Table 3 only lists federal benefit mandate laws that are applicable to 
DMHC-regulated plans and CDI-regulated policies, which are also under the purview of state law. 

 Federal-state mandate overlap: DMHC-regulated plans and CDI-regulated policies may be 
subject to both state and federal benefit mandate laws. Federal benefit mandates may interact or 
overlap with state benefit mandates, as in the case of mammography benefits. In addition, state 
laws that duplicate federal laws allow state-level regulators explicit authority to implement them, 
as in the case of Essential Health Benefits (EHBs). Some known interactions are noted in the 
footnotes for Table 1. 

 DMHC rules: DMHC-regulated health plans are subject to “minimum benefit” laws and 
regulations, also known as “Basic Health Care Services,” that may interact or overlap with state 
benefit mandate laws. The Basic Health Care Services requirement for DMHC-regulated health 
plans is noted in Table 1 and further explained in Appendix B. 

5 Available at: www.chbrp.org/other_publications/index.php. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 1. California Health Insurance Benefit Mandates6 (by Topic) 

# Topic 

California 
Health and 

Safety Code 
(DMHC) 

California 
Insurance 

Code 
(CDI) 

Mandate to 
Offer?7 

Markets (regulated by DMHC 
or CDI) Subject to the 

Mandate 
Mandate 
Category 

DMHC-Regulated Health Care Service Plan “Basic Health Care Services” (BHCS) 
0 Health Plans regulated by the Department of Managed Health Care 

(DMHC) are required to cover medically necessary basic health care 
services, including: (1) Physician services; (2) Hospital inpatient services 
and ambulatory care services; (3) Diagnostic laboratory and diagnostic 
and therapeutic radiologic services; (4) Home health services; (5) 
Preventive health services; (6) Emergency health care services, including 
ambulance and ambulance transport services, out-of-area coverage, and 
ambulance transport services provided through the 911 emergency 
response system; (7) Hospice care. See Appendix B for further details. 

Multiple 
Sections - See 
Appendix B 

N/A8 Group and Individual Not a 
distinct 
mandate 

Essential Health Benefits 
1 A federal mandate that requires some plans and policies to cover 

essential health benefits (EHBs) and places limits on cost sharing. The 
state statutes listed in this row define EHBs and cost sharing for 
California.9,10 (also see Table 3) 

1367.005 
1367.006 

10112.27 
10112.28 

Small Group and Individual11 

In 2017, Large Group sold via 
Covered California12 

a, b, d 

Cancer Benefit Mandates – also see row 37 under “Outpatient Prescription Drug Benefit Mandates” 
2 Breast cancer screening, diagnosis, and treatment 1367.6 10123.8 Not Specified a 
3 Cancer screening tests 1367.665 10123.20 Group and Individual b 
4 Cervical cancer screening 1367.66 10123.18 Group and Individual a 
5 Clinical trials 1370.6 10145.4 Group and Individual b 
6 Mammography 1367.65 10123.81 Not Specified a, c 

7 Mastectomy and lymph node dissection (length of stay, complications, 
prostheses, reconstructive surgery) 

1367.635 10123.86 Not Specified b, d 

8 Patient care related to clinical trials for cancer 1370.6 10145.4 Not Specified d 
9 Prostate cancer screening 1367.64 10123.835 Group and Individual a 

6 Defined per CHBRP’s authorizing statute, available at: http://chbrp.com/about_chbrp/faqs/index.php 
7 “Mandate to offer” indicates that all health care service plans and health insurers selling health insurance subject to the benefit mandate are required to offer coverage for the 
benefit. The health plan or insurer may comply (1) by including coverage for the benefit as standard in its health insurance products or (2) by offering coverage for the benefit 
separately and at an additional cost (e.g., a rider). See Appendix A. 
8 N/A indicates that the benefit mandate does not apply to products governed under the specified code. 
9 Affordable Care Act (ACA), Section 1301, 1302, and Section 1201 modifying Section 2707 of the Public Health Service Act (PHSA). See Table 3 below. 
10 Review report: California’s State Benefits Mandates and the Affordable Care Act’s “Essential Health Benefits, available at: www.chbrp.org/other_publications/index.php. 
11 The EHB coverage requirement applies to nongrandfathered plans and policies sold outside of the exchange as well as to qualified health plans (QHPs, see ACA Section 1301) 
certified by and sold via a health insurance exchange. 
12 Effective 2017, states may allow large-group market qualified health plans (QHPs, see ACA Section 1301) to be certified by and sold via an exchange [ACA Section 1312(f)(2)(B)]. 
Large-group QHPs would be subject the EHB coverage requirement. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 1. California Health Insurance Benefit Mandates6 (by Topic) 

# Topic 

California 
Health and 

Safety Code 
(DMHC) 

California 
Insurance 

Code 
(CDI) 

Mandate to 
Offer?7 

Markets (regulated by DMHC 
or CDI) Subject to the 

Mandate 
Mandate 
Category 

Chronic Conditions Benefit Mandates – also see row 38 under “Outpatient Prescription Drug Benefit Mandates” 

10 Diabetes education N/A 10176.6 Offer Not Specified (CDI) a 
11 Diabetes education, management, and treatment 1367.51 10176.61 Not Specified a, b, d 
12 HIV/AIDS, AIDS vaccine 1367.45 10145.2 Group and Individual (DMHC), 

Not Specified (CDI) 
a 

13 HIV/AIDS, HIV Testing 1367.46 10123.91 Group and Individual a 
14 HIV/AIDS, Transplantation services for persons with HIV 1374.17 10123.21 Not Specified d 
15 Osteoporosis 1367.67 10123.185 Not Specified a 
16 Phenylketonuria 1374.56 10123.89 Not Specified a 

Hospice & Home Health Care Benefit Mandates 
17 Dementing illness exclusion prohibition 1373.14 10123.16 Group and Individual a, d 
18 Home health care 1374.10 (non-

HMOs only) 
10123.10 Offer Group b, d 

19 Hospice care 1368.2 N/A Group (DMHC) b 
Mental Health Benefit Mandates 

20 Alcohol and drug exclusion prohibition N/A 10369.12 Group (CDI) d 
21 Alcoholism treatment 1367.2(a) 10123.6 Offer Group a 
22 Behavioral health treatment for autism and related disorders (also see 

Table 2) 
1374.73 10144.51 

10144.52 
Not Specified b 

23 Care provided by a psychiatric health facility 1373(h)(1) N/A Not Specified (DMHC) b, d 
24 Coverage and premiums for persons with physical or mental impairment 1367.8 10144 Group and Individual a, d 
25 Coverage for mental and nervous disorders, including care provided by a 

psychiatric health facility 
N/A 10125 Offer Group (CDI) a 

26 Coverage for persons with physical handicap N/A 10122.1 Offer Group (CDI) a, d 
27 Coverage for severe mental illnesses (in parity with coverage for other 

medical conditions) 
1374.72 10144.5 

10123.15 
Not Specified a, b, d 

28 Coverage for mental health and substance use disorder in compliance 
with federal law. 13 

1374.76 10144.4 Group and Individual a, b, d 

29 Nicotine or chemical dependency treatment in licensed alcoholism or 
chemical dependency facilities 

1367.2(b) 10123.6 Offer Group b, d 

30 Prohibition of Lifetime Waiver for Mental Health Services 1374.5 10176(f) Individual a, d 
31 Prohibition on Determining Reimbursement Eligibility from Inpatient 

Admission Status 
1374.51 10144.6 Not Specified d 

Orthotics & Prosthetics Benefit Mandates 
32 Orthotic and prosthetic devices and services 1367.18 10123.7 Offer Group b 

13 ACA Section 1311(j) and Section 1563(c)(4) modifying Section 2726 of the Public Health Services Act (PHSA). See Table 3 below. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 1. California Health Insurance Benefit Mandates6 (by Topic) 

# Topic 

California 
Health and 

Safety Code 
(DMHC) 

California 
Insurance 

Code 
(CDI) 

Mandate to 
Offer?7 

Markets (regulated by DMHC 
or CDI) Subject to the 

Mandate 
Mandate 
Category 

33 Prosthetic devices for laryngectomy 1367.61 10123.82 Not Specified b 
34 Special footwear for persons suffering from foot disfigurement 1367.19 10123.141 Offer Group b 

Outpatient Prescription Drug Benefit Mandates 
35 Authorization for nonformulary prescription drugs 1367.24 N/A Not Specified (DMHC) d 
36 HIV/AIDS, pre-exposure and post-exposure prophylaxis: prohibition of 

step therapy or prior authorization 
1342.74 10123.1933 Not specified d 

37 Oral anticancer medication cost-sharing limits (also see Table 2) 1367.656 10123.206 Group and Individual d 

38 Prescription Cost Sharing – includes HIV/AIDS-specific requirements 
(also see Table 2) 

1342.71 
1342.72 
1342.73 
1367.205 
1367.41 
1367.42 
1367.47 

10123.192 
10123.193 
10123.1931 
10123.1932 
10123.201 
10123.65 

Varied: Not Specified or Small 
Group and Individual 

b, d 

39 Prescription drugs: coverage for previously prescribed drugs 1367.22 N/A Not Specified (DMHC) d 
40 Prescription drugs: coverage of “off-label” use 1367.21 10123.195 Not Specified (DMHC), Group 

and Individual (CDI) 
d 

41 Prescription drugs: prorating cost sharing for partial fill for Schedule II 
controlled substance 

1367.43 10123.203 Not specified d 

42 Prior authorization requests for prescription drugs 1367.241 10123.191 Not Specified d 
43 Step Therapy 1367.244 10123.197 Not Specified d 

Pain Management Benefit Mandates 
44 Acupuncture 1373.10 (non-

HMOs only) 
10127.3 Offer Group c, d 

45 General anesthesia for dental procedures 1367.71 10119.9 Not Specified b 
46 Pain management medication for terminally ill 1367.215 N/A Not Specified (DMHC) b 

Pediatric Care Benefit Mandates 
47 Asthma management 1367.06 N/A Not Specified (DMHC) a 
48 Comprehensive preventive care for children aged 16 years or younger 1367.35 10123.5 Group b 
49 Comprehensive preventive care for children aged 17 or 18 years 1367.3 10123.55 Offer Group b 
50 Coverage for the effects of diethylstilbestrol 1367.9 10119.7 Not Specified a 
51 Screening children at risk for lead poisoning for blood lead levels 1367.3(b)(2)(D 

) 
10123.5 
10123.55 

Group (DMHC), Group (CDI) b 

52 Screening children for blood lead levels N/A 10119.8 Offer Individual b 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 1. California Health Insurance Benefit Mandates6 (by Topic) 

# Topic 

California 
Health and 

Safety Code 
(DMHC) 

California 
Insurance 

Code 
(CDI) 

Mandate to 
Offer?7 

Markets (regulated by DMHC 
or CDI) Subject to the 

Mandate 
Mandate 
Category 

Provider Reimbursement Mandates 
53 Air Ambulance services 1371.55 10126.65 Not Specified d 
54 Emergency 911 transportation14 1371.5 10126.6 Not Specified d 
55 Licensed or certified providers 1367(b) N/A Not Specified c, d 
56 Medical transportation services – direct reimbursement 1367.11 10126.6 Not Specified d 
57 OB-GYNs as primary care providers15 1367.69 

1367.695 
10123.83 
10123.84 

Not Specified c, d 

58 Pharmacists – compensation for services within their scope of practice 1368.5 10125.1 Offer Not Specified c, d 
59 Telehealth 1374.13 

1374.14 
10123.85 
10123.855 

Not Specified c, d 

Reproductive Benefit Mandates 
60 Contraceptive devices and sterilization, and contraceptive education and 

counseling 
1367.25 10123.196 Group and Individual b 

61 Contraceptive devices requiring a prescription 1367.25 10123.196 Group and Individual b 
62 Fertility preservation services 1374.551 N/A Not specified a, b 
63 Infertility treatments 1374.55 10119.6 Offer Group a, b, d 
64 Maternity services N/A 10123.865 

10123.866 
Group and Individual (CDI) b 

65 Maternity – amount of copayment or deductible for inpatient services 1373.4 10119.5 Not Specified d 
66 Maternity – minimum length of stay16 1367.62 10123.87 Not Specified (DMHC), Group 

and Individual (CDI) 
d 

67 Maternal mental health 1367.625 10123.867 Not Specified a 

68 Participation in the statewide prenatal testing Expanded Alpha Feto 
Protein (AFP) program 

1367.54 10123.184 Group and Individual b 

69 Prenatal diagnosis of genetic disorders 1367.7 10123.9 Offer Group b 
70 Annual supply of self-administered hormonal contraceptives 1367.25 10123.196 Not Specified d 
71 Reproductive health care services 1367.31 10123.202 Not Specified d 

14 The ACA (Section 1001 modifying Section 2719A of the PHSA) imposes a related requirement regarding coverage and cost-sharing for emergency services. Grandfathered health 
plans (ACA Section 1251) are not subject to this requirement. See Table 3 below. 
15 The ACA (Section 1001 modifying Section 2719A of the PHSA) imposes a similar requirement prohibiting prior authorization for access to OB-GYNs. Grandfathered health plans 
(ACA Section 1251) are not subject to this requirement. See Table 3 below. 
16 The federal Newborns’ and Mothers’ Health Protection Act of 1996 requires coverage for a minimum length of stay in a hospital after delivery if the plan covers maternity services. 
See Table 3 below. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 1. California Health Insurance Benefit Mandates6 (by Topic) 

# Topic 

California 
Health and 

Safety Code 
(DMHC) 

California 
Insurance 

Code 
(CDI) 

Mandate to 
Offer?7 

Markets (regulated by DMHC 
or CDI) Subject to the 

Mandate 
Mandate 
Category 

Sterilization 
72 Sterilization rationale exclusion prohibition 1373(b) 10120 Not Specified d 

Surgery Benefit Mandates 
73 Jawbone or associated bone joints 1367.68 10123.21 Not Specified (DMHC), Group 

and Individual (CDI) 
a 

74 Reconstructive surgery17 1367.63 10123.88 Not Specified b 
Other Benefit Mandates 

75 Blindness or partial blindness exclusion prohibition 1367.4 10145 Group and Individual a, d 
76 Family Cost Sharing Limits (also see Table2) 1367.006 

1367.007 
10112.28 
10112.29 

Varied: Large Group, Small 
Group, Individual 

d 

77 Preventive services without cost sharing (in compliance with federal laws 
and regulations)18 (also see Table 2) 

1367.002 10112.2 Group and Individual b, d 

78 Second opinions N/A 10123.68 Not Specified (CDI) c 
79 Out-of-network coverage 1371.919 10112.820 Not Specified d 

17 The federal Women’s Health and Cancer Rights Act of 1998 requires coverage for post mastectomy reconstructive surgery. See Table 3 below. s 
18 ACA, Section 1001 modifying Section 2713 of the PHSA. See Table 3 below. 
19 Out-of-network coverage also amended 1371.30 (regarding an independent dispute resolution process) and 1371.31 (regarding average contracted rates) of the Health and 
Safety Code. The table references the section most closely tied to the benefit mandate (1371.9). 
20 Out-of-network coverage also amended 10112.81 (regarding an independent dispute resolution process) and 10112.82 (regarding average contracted rates) of the Insurance 
Code. The table references the section most closely tied to the benefit mandate (10112.8). 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 2. California Mandates with a Sunset or Contingency Clause in Existing Code (by Topic) 

# Topic 
California 
Health and 

Safety Code 
(DMHC) 

California 
Insurance 

Code 
(CDI) 

Disabling Clause 
(Type and Language) 

Essential Health Benefits 
1 Essential health benefits (EHBs) 

and cost sharing for 
California.21,22 

1367.005 
1367.006 
1367.0065 

10112.27 
10112.28 
10112.285 

CONTINGENCY – 1367.005(k) and 10112.27(k): “This section shall be implemented only to the 
extent essential health benefits are required pursuant to the PPACA.” 

Cancer Benefit Mandates 
2 Oral anticancer medication cost-

sharing limits 
1367.656 10123.206 SUNSET – 1367.656(b) and 10123.206(b): “This section shall remain in effect only until January 1, 

2024, and as of that date is repealed.” 

Chronic Conditions Benefit Mandates 
3 HIV/AIDS, antiretroviral drug 

treatments 
1342.72 10123.1931 SUNSET – 1342.72(c) and 10123.1931(b): “This section shall remain in effect only until January 1, 

2023, and as of that date is repealed, unless a later enacted statute that is enacted before January 1, 
2023, deletes or extends that date.” 

Mental Health Benefit Mandates 
4 Behavioral health treatment for 

autism and related disorders 
1374.73 10144.51 

10144.52 
CONTINGENCY – 1374.73(a)(2) and 10144.51(a)(2): “[This] section does not require any benefits to 
be provided that exceed the essential health benefits that all health insurers will be required by 
federal regulations to provide under Section 1302(b) of the federal Patient Protection and Affordable 
Care Act.” 

Outpatient Drug Benefit Mandates 
5 Prescription cost sharing 1342.71 

1342.73 
1367.205 
1367.41 
1367.42 

10123.192 
10123.193 
10123.1932 
10123.201 

SUNSET – 1342.73(d) and 10123.1932(c): “This section shall remain in effect only until January 1, 
2024, and as of that date is repealed, unless a later enacted statute that is enacted before January 1, 
2024, deletes or extends that date.” 

Other Benefit Mandates 
6 Family Cost Sharing Limits 1367.006 

1367.007 
10112.28 
10112.29 

CONTINGENCY – 1367.006(c)(2) and 10112.28(c)(2): “The [annual out-of-pocket] limit shall result in 
a total maximum out-of-pocket limit for all covered essential health benefits equal to the dollar 
amounts in effect under Section 223(c)(2)(A)(ii) of the Internal Revenue Code of 1986 with the dollar 
amounts adjusted as specified in Section1302(c)(1)(B) of PPACA.” 

CONTINGENCY – 1367.007(a)(2) and 10112.29(a)(2): “The dollar amounts [of the small employer 
deductible] shall be indexed consistent with Section 1302(c)(4) of PPACA and any federal rules or 
guidance pursuant to that section.” 

21 Affordable Care Act (ACA), Section 1301, 1302, and Section 1201 modifying Section 2707 of the Public Health Service Act (PHSA). 
22 Review report: California’s State Benefits Mandates and the Affordable Care Act’s “Essential Health Benefits, available at: www.chbrp.org/other_publications/index.php. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 2. California Mandates with a Sunset or Contingency Clause in Existing Code (by Topic) 

# Topic 
California 
Health and 

Safety Code 
(DMHC) 

California 
Insurance 

Code 
(CDI) 

Disabling Clause 
(Type and Language) 

7 Preventive services without cost 
sharing (in compliance with 
federal laws and regulations)23 

1367.002 10112.2 CONTINGENCY - 1367.002 and 10112.2: “To the extent required by federal law, a group or individual 
[health plan shall] comply with Section 2713 of the federal Public Health Service Act [as added by] 
Section 1001 of the federal Patient Protection and Affordable Care Act.” 

23ACA, Section 1001 modifying Section 2713 of the PHSA. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

Table 3. Federal Health Insurance Benefit Mandates24 

# Federal Law Topic Addressed by Benefit Coverage Mandate25 Markets Subject to the 
Mandate26 

Mandate 
Category 

Federal Mandates in Existence Prior to the Passage of the Affordable Care Act of 2010 (ACA) 
1 Pregnancy Discrimination Act of 1978 amending 

Title VII of the federal Civil Rights Act 
Requires coverage for pregnancy and requires the coverage be in parity 
with other benefit coverage. 

Group (15 or more) d 

2 Newborns’ and Mothers’ Health Protection Act of 
1996 

If maternity is covered, requires that coverage include at least a 48-hour 
hospital stay following childbirth (96-hour stay in the case of a cesarean 
section). 

Group d 

3 Women’s Health and Cancer Rights Act of 1998 If mastectomy is covered, requires coverage for certain reconstructive 
surgery and other post-mastectomy treatments and services. 

Group b 

4 Mental Health Parity and Addiction Equity Act of 
2008, modified by the Affordable Care Act of 2010 
[ACA Section 1311(j) and Section 1563(c)(4) 
modifying Section 2726 of the Public Health 
Services Act (PHSA)] 

If mental health or substance use disorder (MH/SUD) services are 
covered, requires that cost-sharing terms and treatment limits be no more 
restrictive than the predominant terms or limits applied to medical/surgical 
benefits.27 

Group and Individual d 

Federal Mandates in the Affordable Care Act of 2010 (ACA) 
5 Section 1001 modifying Section 2711 of the PHSA Prohibits lifetime and annual limits on the dollar value of benefits. 28 Group and Individual d 

6 Section 1001 modifying Section 2713 of the PHSA Preventive services without cost sharing. 29,30 As soon as 12 months after 
a recommendation appears in any of three sources, benefit coverage is 
required. The four sources are: 
 ‘A’ and ‘B’ rated recommendations of the United States Preventive 

Services Task Force (USPSTF)31; 
 Immunizations recommended by the Advisory Committee on 

Immunization Practices (ACIP) of the Centers for Disease Control 
and Prevention (CDC)32; 

 For infants, children, and adolescents, evidence-informed preventive 
care and screenings provided for in the comprehensive guidelines 
supported by the Health Resources and Services Administration 
(HRSA)33; and 

 For women, preventive care and screenings provided for in 
comprehensive guidelines supported by HRSA.34 

Group and Individual a, d 

7 Section 1001 modifying Section 2719A(b) of the 
PHSA 

If emergency services are covered, requires coverage for these services 
regardless of whether the participating provider is in or out of network, 
with the same cost-sharing levels out of network as would be required in 
network, and without the need for prior authorization. 

Group and Individual d 

24 CHBRP defines health insurance benefit mandates as per its authorizing statute, available at: http://chbrp.com/about_chbrp/faqs/index.php. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

8 Section 1001 modifying Section 2719A(d) of the 
PHSA 

Prohibits requiring prior authorization or referral before covering services 
from a participating health care professional who specializes in obstetrics 
or gynecology. 

Group and Individual d 

9 Section 1201 modifying Section 2704 of the PHSA Prohibits “preexisting condition” benefit coverage denials. Group and Individual35 d 

10 Section 1301, 1302, and Section 1201 modifying 
Section 2707 of the PHSA 

Requires coverage of essential health benefits (EHBs), and, for plans and 
policies that provide coverage for EHBs, and places limits on cost sharing. 
The 10 EHB categories are: (1) ambulatory patient services; (2) 
emergency services; (3) hospitalization; (4) maternity and newborn care; 
(5) mental health and substance use disorder services, including 
behavioral health treatment; (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.36 

Small Group and Individual37 

In 2017, Large Group sold 
via Covered California38 

a, b, d 

25 All listed federal health insurance benefit mandates are benefit coverage mandates. CHBRP is aware of no federal “mandates to offer.” 
26 Unless otherwise noted, the federal mandates in the ACA do not apply to grandfathered health plans (Section 1251). 
27 California law requires compliance with this mandate. See Table 1 above (categorized with “Mental Health Benefit Mandates”). 
28 Annual limits and lifetime limits apply to grandfathered plans, with the exception that grandfathered individual market plans are not subject to the prohibitions on 
annual limits [ACA Section 1251(a)(4)]. 
29 California law requires compliance with this mandate. See Table 1 above (categorized with “Other Benefit Mandates”). 
30 For more information on the preventive services coverage requirement, see CHBRP’s resource, Federal Preventive Services Benefit Mandate and the California 
Benefit Mandates, available at: www.chbrp.org/other_publications/index.php. 
31 Available at: http://www.uspreventiveservicestaskforce.org/Page/Name/uspstf-a-and-b-recommendations/. 
32 Available at: www.cdc.gov/vaccines/hcp/acip-recs/index.html. 
33 Regulations published in the Federal Register (Vol. 75, No 137, July 19, 2010) clarified which HRSA guidelines were applicable.  The guidelines appear in two 
charts: Periodicity Schedule of the Bright Futures Recommendations for Pediatric Preventive Health Care, available at: 
http://brightfutures.aap.org/clinical_practice.html; and 
Uniform Panel of the Secretary’s Advisory Committee on Heritable Disorders in Newborns and Children, available at: 
http://www.hrsa.gov/advisorycommittees/mchbadvisory/heritabledisorders/recommendedpanel/index.html. 
34 Available at: https://www.hrsa.gov/womens-guidelines/index.html 
35 Applies to grandfathered group market health plans and grandfathered individual market plans [ACA Section 1251(a)(4)]. 
36 California has laws in place to define EHBs for the state. See Table 1 above (categorized with “Essential Health Benefits”). 
37 The EHB coverage requirement will apply to nongrandfathered plans and policies sold outside of the exchange as well as to qualified health plans (QHPs, see 
ACA Section 1301) certified by and sold via a health insurance exchange. 
38 Effective 2017, states may allow large-group market qualified health plans (QHPs, see ACA Section 1301) to be certified by and sold via a health insurance 
exchange [ACA Section 1312(f)(2)(B)]. Large group QHPs would be subject to the EHB coverage requirement. 
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APPENDIX A EXPLANATION OF TABLE TERMS AND 
CATEGORIES 

Code: A health insurance benefit mandate is a law requiring health insurance products (plans and 
policies) to provide, or in some cases simply to offer, coverage for specified benefits or services. Because 
California has a bifurcated regulatory system for health insurance products, a benefit mandate law may 
appear in either of two codes, or in both: 

 Health & Safety Code: The California Department of Managed Health Care (DMHC) regulates 
and licenses health care services plans as per the California Health and Safety Code.39 

 Insurance Code: The California Department of Insurance (CDI) licenses disability insurance 
carriers and regulates disability insurance, which includes health insurance policies, per the 
California Insurance Code.40 

Mandated Benefit Coverage or Mandated Offer of Benefit Coverage: In the language of either code 
section, the law may mandate coverage of benefits or may mandate that coverage for the benefits be 
offered. 

 “Mandate to cover” means that all health insurance subject to the law must cover the benefit. 

 “Mandate to offer” means all health care service plans and health insurers selling health 
insurance subject to the mandate are required to offer coverage for the benefit for purchase. The 
health plan or insurer may comply with the mandate either (1) by including the benefit as standard 
in its health insurance products, or (2) by offering coverage for the benefit separately at an 
additional cost (e.g., a rider).  

Markets Subject to the Mandate: In the language of either code, the law may (or may not) specify which 
market(s) are subject to the mandate. 

 The group markets includes health insurance products issued to employers (or other entities) to 
provide coverage for employees (or other persons) and/or their dependents. 

 The individual market includes health insurance products issued to an individual to provide 
coverage for a person and/or their dependents. 

Mandate Category: As per CHBRP’s authorizing statute, the listed mandates fall into one or more types. 
A particular mandate law can require that subject health insurance do one or more of the following: 

a. Offer or provide coverage for the screening, diagnosis, or treatment of a particular disease or 
condition. An example would be a mandate that requires coverage for all health care services 
related to the screening and treatment of breast cancer. 

b. Offer or provide coverage of a particular type of health care treatment or service, or of medical 
equipment, medical supplies, or drugs used in connection with a health care treatment or service. 
An example would be a mandate to cover reconstructive surgery. 

c. Offer or provide coverage for services from a specified type of health provider that fall within the 
provider’s scope of practice. An example would be a mandate that requires coverage for services 
provided by a licensed acupuncturist. 

d. Offer or provide any of the forms of coverage listed above per specific terms and conditions. For 
example, the mental health parity law requires coverage for serious mental health conditions to 
be on par with other medical conditions, so that mental health benefits and other benefits are 
subject to the same copayments, limits, etc. 

39 Available at: 
http://leginfo.legislature.ca.gov/faces/codesTOCSelected.xhtml?tocCode=HSC&tocTitle=+Health+and+Safety+Code+-+HSC. 
40 Available at: http://leginfo.legislature.ca.gov/faces/codesTOCSelected.xhtml?tocCode=INS&tocTitle=+Insurance+Code+-+INS. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

APPENDIX B DISCUSSION OF BASIC HEALTH CARE 
SERVICES41 

The California Department of Managed Health Care (DMHC) regulates health care service plans, which 
are subject to the Knox-Keene Health Care Service Plan Act of 1975, as amended, which was codified in 
the Health and Safety Code.42 The Knox-Keene Act requires all health care service plans, except 
specialized health care service plans, to provide coverage for all medically necessary basic health care 
services. 

This requirement is based on several sections of the Knox-Keene Act rather than one straightforward 
provision, and so is not technically a health insurance benefit mandate as defined by CHBRP’s 
authorizing statute. Specifically, subdivision (b) of Section 1345 defines the term “basic health care 
services” to mean all of the following: (1) Physician services, including consultation and referral; (2) 
Hospital inpatient services and ambulatory care services; (3) Diagnostic laboratory and diagnostic and 
therapeutic radiologic services; (4) Home health services; (5) Preventive health services; (6) Emergency 
health care services, including ambulance and ambulance transport services and out-of-area coverage 
and ambulance transport services provided through the 911 emergency response system; (7) Hospice 
care pursuant to Section 1368.2. “Basic health care services” are also further defined in Section 1300.67 
of Title 28 of the California Code of Regulations. 

In addition, subdivision (i) of Section 1367 of the Health and Safety Code provides the following: A health 
care service plan contract shall provide to subscribers and enrollees all of the basic health care services 
included in subdivision (b) of Section 1345, except that the director may, for good cause, by rule or order 
exempt a plan contract or any class of plan contracts from that requirement. The director shall by rule 
define the scope of each basic health care service that health care service plans are required to provide 
as a minimum for licensure under this chapter. Nothing in this chapter shall prohibit a health care service 
plan from charging subscribers or enrollees a copayment or a deductible for a basic health care service or 
from setting forth, by contract, limitations on maximum coverage of basic health care services, provided 
that the copayments, deductibles, or limitations are reported to, and held unobjectionable by, the director 
and set forth to the subscriber or enrollee pursuant to the disclosure provisions of Section 1363. 

Although the Act does not explicitly state that “basic health care services” means all “medically 
necessary” basic health care services, there are numerous provisions within the Knox-Keene Act that 
reference “medical necessity” and that place requirements on plans in terms of what they must do when 
denying, delaying, or modifying coverage based on a decision for medical necessity (Section 1367.01). In 
addition, Section 1300.67 of Title 28 of the California Code of Regulations, which further defines “basic 
health care services,” does further clarify that “the basic health care services required to be provided by a 
health care service plan to its enrollees shall include, where medically necessary, subject to any co-
payment, deductible, or limitation of which the Director may approve…” 

The entire Knox-Keene Act and the applicable regulations can be accessed online on the DMHC’s 
website at www.dmhc.ca.gov. 

41 The text in this appendix was adapted from a document prepared by the Department of Managed Health Care. 
42 Health and Safety Code Section 1340 et seq. 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

APPENDIX C CALIFORNIA MANDATES (BY HEALTH AND 
SAFETY CODE SECTION) 

The following table is presented to allow easy comparison of the mandates listed in Table 1. An N/A in 
either the Health and Safety Code column or the California Insurance Code column indicates that a 
mandate does not apply to products governed under that code. 

# Health and 
Safety Code 

(DMHC) 

Insurance 
Code (CDI) 

10 N/A 10176.6 
20 N/A 10369.12 
25 N/A 10125 
26 N/A 10122.1 
52 N/A 10119.8 
64 N/A 10123.865 
64 N/A 10123.866 
78 N/A 10123.68 
38 1342.71 10123.192 
38 1342.72 10123.193 
38 1342.73 10123.1931 
36 1342.74 10123.1933 

51 1367.3(b)(2)(D) 10123.5 
51 1367.3(b)(2)(D) 10123.55 
55 1367(b) N/A 
77 1367.002 10112.2 
1 1367.005 10112.27 
1 1367.006 10112.28 
76 1367.006 10112.28 
76 1367.007 10112.29 
47 1367.06 N/A 
56 1367.11 10126.6 
32 1367.18 10123.7 
34 1367.19 10123.141 
21 1367.2(a) 10123.6 
29 1367.2(b) 10123.6 
38 1367.205 10123.1932 
40 1367.21 10123.195 
46 1367.215 N/A 
39 1367.22 N/A 
35 1367.24 N/A 

# Health and 
Safety Code 

(DMHC) 

Insurance 
Code (CDI) 

42 1367.241 10123.191 
43 1367.244 10123.197 
60 1367.25 10123.196 
61 1367.25 10123.196 
70 1367.25 10123.196 
49 1367.3 10123.55 
71 1367.31 10123.202 
48 1367.35 10123.5 
75 1367.4 10145 
38 1367.41 10123.201 
38 1367.42 10123.65 
41 1367.43 10123.203 
12 1367.45 10145.2 
13 1367.46 10123.91 
38 1367.47 N/A 
11 1367.51 10176.61 
68 1367.54 10123.184 
2 1367.6 10123.8 
33 1367.61 10123.82 
66 1367.62 10123.87 
67 1367.625 10123.867 
74 1367.63 10123.88 
7 1367.635 10123.86 
9 1367.64 10123.835 
6 1367.65 10123.81 
37 1367.656 10123.206 
4 1367.66 10123.18 
3 1367.665 10123.20 
15 1367.67 10123.185 
73 1367.68 10123.21 

# Health and 
Safety Code 

(DMHC) 

Insurance 
Code (CDI) 

57 1367.69 10123.83 
57 1367.695 10123.84 
69 1367.7 10123.9 
45 1367.71 10119.9 
24 1367.8 10144 
50 1367.9 10119.7 
19 1368.2 N/A 
58 1368.5 10125.1 
5 1370.6 10145.4 
54 1371.5 10126.6 
53 1371.55 10126.65 

74 1371.9 10112.8 
23 1373(h)(1) N/A 
72 1373(b) 10120 

44 
1373.10 (non-
HMOs only) 10127.3 

17 1373.14 10123.16 
65 1373.4 10119.5 

18 
1374.10 (non-
HMOs only) 10123.10 

59 1374.13 10123.85 

59 1374.14 10123.855 
14 1374.17 10123.21 
30 1374.5 10176(f) 
31 1374.51 10144.6 
63 1374.55 10119.6 
62 1374.551 N/A 

16 1374.56 10123.89 
27 1374.72 10123.15 
27 1374.72 10144.5 
22 1374.73 10144.51 
22 1374.73 10144.52 
28 1374.76 10144.4 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

APPENDIX D CALIFORNIA MANDATES (BY INSURANCE 
CODE SECTION) 

The following table is presented to allow easy comparison of the mandates listed in Table 1. An N/A in 
either the Health and Safety Code column or the California Insurance Code column indicates that a 
mandate does not apply to products governed under that code. 

# Health and 
Safety Code 

(DMHC) 

Insurance 
Code (CDI) 

47 1367.06 N/A 
46 1367.215 N/A 
39 1367.22 N/A 
35 1367.24 N/A 
38 1367.47 N/A 
19 1368.2 N/A 
55 1367(b) N/A 
23 1373(h)(1) N/A 
62 1374.551 N/A 

77 1367.002 10112.2 
1 1367.005 10112.27 
1 1367.006 10112.28 
76 1367.006 10112.28 
76 1367.007 10112.29 
65 1373.4 10119.5 
63 1374.55 10119.6 
50 1367.9 10119.7 
52 N/A 10119.8 
45 1367.71 10119.9 
72 1373(b) 10120 
26 N/A 10122.1 

18 
1374.10 (non-
HMOs only) 10123.10 

34 1367.19 10123.141 
27 1374.72 10123.15 
17 1373.14 10123.16 
4 1367.66 10123.18 
68 1367.54 10123.184 
15 1367.67 10123.185 
42 1367.241 10123.191 
38 1342.71 10123.192 

# Health and 
Safety Code 

(DMHC) 

Insurance 
Code (CDI) 

38 1342.72 10123.193 
38 1342.73 10123.1931 
38 1367.205 10123.1932 
36 1342.74 10123.1933 

40 1367.21 10123.195 
60 1367.25 10123.196 
61 1367.25 10123.196 
70 1367.25 10123.196 
43 1367.244 10123.197 
3 1367.665 10123.20 
38 1367.41 10123.201 
71 1367.31 10123.202 
41 1367.43 10123.203 
37 1367.656 10123.206 
73 1367.68 10123.21 
14 1374.17 10123.21 
48 1367.35 10123.5 
51 1367.3(b)(2)(D) 10123.5 
49 1367.3 10123.55 
51 1367.3(b)(2)(D) 10123.55 
21 1367.2(a) 10123.6 
29 1367.2(b) 10123.6 
38 1367.42 10123.65 
78 N/A 10123.68 
32 1367.18 10123.7 
2 1367.6 10123.8 
6 1367.65 10123.81 
33 1367.61 10123.82 
57 1367.69 10123.83 
9 1367.64 10123.835 
57 1367.695 10123.84 

# Health and 
Safety Code 

(DMHC) 

Insurance 
Code (CDI) 

59 1374.13 10123.85 

59 1374.14 10123.855 
7 1367.635 10123.86 
64 N/A 10123.865 
64 N/A 10123.866 
67 1367.625 10123.867 
66 1367.62 10123.87 
74 1367.63 10123.88 
16 1374.56 10123.89 
69 1367.7 10123.9 
13 1367.46 10123.91 
25 N/A 10125 
58 1368.5 10125.1 
56 1367.11 10126.6 
54 1371.5 10126.6 
53 1371.55 10126.65 

44 
1373.10 (non-
HMOs only) 10127.3 

24 1367.8 10144 
28 1374.76 10144.4 
27 1374.72 10144.5 
22 1374.73 10144.51 
22 1374.73 10144.52 
31 1374.51 10144.6 
75 1367.4 10145 
12 1367.45 10145.2 
5 1370.6 10145.4 
10 N/A 10176.6 
11 1367.51 10176.61 
20 N/A 10369.12 
79 1371.9 10112.8 
30 1374.5 10176(f) 
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Resource: Health Insurance Benefit Mandates in California State and Federal Law 

ABOUT CHBRP 
The California Health Benefits Review Program (CHBRP) was established in 2002. As per its authorizing 
statute, CHBRP provides the California Legislature with independent analysis of the medical, financial, 
and public health impacts of proposed health insurance benefit-related legislation. The state funds 
CHBRP through an annual assessment on health plans and insurers in California. 

An analytic staff based at the University of California, Berkeley, supports a task force of faculty and 
research staff from multiple University of California campuses to complete each CHBRP analysis. A strict 
conflict-of-interest policy ensures that the analyses are undertaken without bias. A certified, independent 
actuary helps to estimate the financial impact. Content experts with comprehensive subject-matter 
expertise are consulted to provide essential background and input on the analytic approach for each 
report. Detailed information on CHBRP’s analysis methodology, authorizing statute, as well as all CHBRP 
reports and other publications are available at http://www.chbrp.org/ 
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California Health Benefits Review Program 
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Adara Citron, MPH, Principal Policy Analyst Berkeley, CA 94720-3116 
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*Karen Shore, PhD, is an Independent Contractor with whom CHBRP works to support legislative analyses and other special 
projects on a contractual basis. 

CHBRP is an independent program administered and housed by the University of California, Berkeley, in 
the Office of the Vice Chancellor for Research. 

CHBRP assumes full responsibility for the report and the accuracy of its contents. All CHBRP bill 
analyses and other publications are available at www.chbrp.org. 

Garen Corbett, MS 
Director 

Please direct any questions concerning this document to: California Health Benefits Review Program; MC 
3116; Berkeley, CA 94720-3116, info@chbrp.org, or www.chbrp.org 
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H E A L T H R E F O R M M O N I T O R I N G S U R V E Y 

Over Half of Nonelderly Adults Support 

Either a Public Option or Medicare for All, 

with More Preferring a Public Option 

Michael Karpman and John Holahan 

December 2019 

AT A GLANCE 

◼ Among adults ages 18 to 64, more than half (51.6 percent) support either a public option or 
Medicare for All, with more preferring a public option. Nearly one-quarter are neutral toward 
both approaches. 

◼ Though Democrats are more likely to prefer a public option to Medicare for All, most support or 
are neutral toward each approach. Among Republicans, opposition to Medicare for All is much 
stronger than opposition to a public option. 

◼ Adults who are young, are Hispanic, have low educational attainment and income, and who do 
not have private insurance are more likely to prefer Medicare for All than adults without those 
characteristics. Problems affording care and dissatisfaction with current coverage also increase 
the likelihood of preferring Medicare for All. 

The Affordable Care Act (ACA) expanded health insurance coverage and made health care more 

affordable for many, but gaps in coverage and affordability remain (Haley, McMorrow, and Kenney 

2019; Long et al. 2017). Policymakers and presidential candidates are now debating several options to 

address these gaps, from incremental reforms to an overhaul of the health insurance system. 

Two proposals that have received significant attention are the “public option,” which would provide 

some or all nonelderly people the option to keep their private insurance or buy into a government-run 

plan, generally with larger premium and cost-sharing subsidies than under current law, and “Medicare 
for All,” which would enroll everyone in a single government-run plan with comprehensive benefits and 

no cost-sharing requirements. The question about whether to maintain a role for private insurance in 

the current health care system has been a central divide among candidates competing for the 2020 



             
 

    

  

    

  

    

   

 

  

 

 

  

 

     

     

   

  

     

        

   

    

  

  

   

    

 

     

  

  

  

 

      

    

  

    

Democratic presidential nomination. The findings in this brief are not intended to endorse or oppose 

any candidate for public office or the proposed platforms or policies of any candidate for public office. 

Numerous polls have examined attitudes toward the public option and Medicare for All (Collins and 

Gunja 2019; TCF, NYT, and Chan 2019),1 but few have assessed preferences between these proposals 

or the characteristics of people who prefer each approach.2 We find that more than half of nonelderly 

adults support expanding public coverage through one of these proposals. More prefer a public option 

to Medicare for All, but preferences vary by political party affiliation, demographic and socioeconomic 

characteristics, type of health insurance coverage, health care experiences, and satisfaction with 

coverage. 

What We Did 

We used data from the September 2019 round of the Health Reform Monitoring Survey (HRMS), a 

nationally representative survey of adults ages 18 to 64.3 All 9,619 participants in the September 2019 

round were asked whether they support or oppose a public option and Medicare for All.4 Respondents 

could report that they strongly support, somewhat support, neither support nor oppose, somewhat 

oppose, or strongly oppose each proposal. The inclusion of a neutral category in the response scale 

captures more ambivalence about each proposal than other surveys that force a choice between 

support and opposition (Holahan and Karpman 2019). 

Those who supported both a public option and Medicare for All were asked, “If you had to choose 
one approach for expanding health insurance coverage, would you prefer Medicare for All with little or 

no role for private insurance, or the public option with private insurance available for those who want 

it?” We use these responses to construct the following groups: 

◼ prefers the public option 

◼ prefers Medicare for All 

◼ neutral toward both approaches 

◼ does not support either approach and opposes one or both5 

We estimate the share of adults in each of these groups, overall and among those who identify as 

Democrats or lean Democratic (hereafter referred to collectively as Democrats) and those who identify 

as Republican or lean Republican (hereafter referred to collectively as Republicans).6 We also assess 

variation by party affiliation in support of and in opposition to each approach separately (i.e., looking at 

support for the public option even if the respondent’s first preference was Medicare for All, and vice 
versa). 

We then compare preferences for the public option and Medicare for All by age, race or ethnicity, 

educational attainment, annual family income as a share of the federal poverty level (FPL), and type of 

health insurance coverage at the time of the survey. We also compare preferences based on two 

measures of health care affordability—unmet needs for care in the past year because of costs and 

2 N O N E L D E R L Y A D U L T S ’ P R E F E R E N C E S F O R A P U B L I C O P T I O N V E R S U S M E D I C A R E F O R A L L 



            
 

   

  

 

    

  

    

   

  

  

  

 
        

  

    

      

    

  

    

   

    

    

      

     

  

     

   

  

    

 

  

problems paying family medical bills in the past year—as well as satisfaction with coverage in terms of 

the range of health care services available, choice of providers, premiums, cost of out-of-network care, 

and protection against high medical bills. 

This analysis has several limitations. The sample does not include adults ages 65 and older, nearly all 

of whom are covered by Medicare. Some polls have found that the opinions of these adults are similar to 

those of nonelderly adults,7 but others suggest older adults are more likely to oppose Medicare for All.8 

The survey also does not assess respondents’ understanding of the public option or Medicare for All. 

The Kaiser Family Foundation’s Health Tracking Poll has found that attitudes toward Medicare for All 
vary substantially based on whether respondents receive information on potential advantages or 

disadvantages of this approach.9 

What We Found 
Among adults ages 18 to 64, more than half (51.6 percent) support either a public option or Medicare for All, 
with more preferring a public option. Nearly one-quarter are neutral toward both approaches. 

More than half of nonelderly adults prefer either a public option (30.1 percent) or Medicare for All 

(21.4 percent; figure 1).10 Another 23.8 percent were neutral toward both approaches. A similar share, 

23.5 percent, did not support either approach and opposed one or both. 

Nearly two-thirds of Democrats support either a public option or Medicare for All, with a slightly 

higher share preferring a public option to Medicare for All (35.2 percent versus 30.1 percent; figure 1). 

About one-quarter (24.7 percent) of Democrats were neutral toward both, and 9.1 percent do not 

support either approach and oppose one or both. 

More than one-third of Republicans support either a public option or Medicare for All, including 

24.5 percent who prefer a public option and 9.4 percent who prefer Medicare for All (figure 1). About 

one in five Republicans are neutral toward both, and 44.6 percent do not support either approach and 

oppose one or both. 

Among those who prefer a public option (Democrats, Republicans, and independent, third party, 

and unaffiliated individuals combined), about 38 percent oppose Medicare for All and 42 percent would 

support Medicare for All as a second choice (data not shown). In contrast, among those who prefer 

Medicare for All, only 10 percent oppose a public option and 64 percent would support a public option 

even though it is not their preferred approach. 

N O N E L D E R L Y A D U L T S ’ P R E F E R E N C E S F O R A P U B L I C O P T I O N V E R S U S M E D I C A R E F O R A L L 3 



             
 

  

    

   

 

  

   

       

   

  

   

   

  

    
    

 

 

  

     

  

   

 

     

   

     

  

   

   

    

       

FIGURE 1 

Preferences toward a Public Option and Medicare for All among Adults 

Ages 18 to 64, Overall and by Political Party Affiliation, September 2019 

Share that prefers public option 

Share that prefers Medicare for All 

Share that is neutral toward both 

Share that does not support either approach, opposes one or both 
44.6 

30.1 

35.2 

24.5 
21.4 

30.1 

9.4 

23.8 24.7 

20.7 
23.5 

9.1 

All nonelderly adults Democrats Republicans 

URBAN INSTITUTE 

Source: Health Reform Monitoring Survey, quarter 3 2019. 

Notes: Estimates not shown for 1.1 percent of adults who do not support either approach and do not report for one or both 

and for 0.1 percent of adults who support both approaches but do not report a preference. Democrats include independents who 

lean Democratic, and Republicans include independents who lean Republican. Estimates not shown separately for 4.6 percent of 

adults who are independents (and do not lean Democratic or Republican), undecided, or other party affiliation and 5.6 percent of 

adults whose party affiliation is not reported. Within each group, all estimates differ significantly from share who prefer public 

option at the 0.01 level, using two-tailed tests. 

Though Democrats are more likely to prefer a public option to Medicare for All, most support or are neutral 
toward each approach. Among Republicans, opposition to Medicare for All is much stronger than opposition to 
a public option. 

Figure 2 highlights adults’ support for each approach separately, even if the approach was not their 

first preference. Overall, support for the public option is greater than opposition (43.8 percent versus 

17.1 percent). The shares supporting and opposing Medicare for All are about the same (34.2 percent 

versus 33.6 percent). 

Differences in support and opposition toward these approaches are driven by party affiliation. 

Support among Democrats is substantially greater than opposition for both the public option (55.0 

percent versus 8.3 percent) and Medicare for All (48.0 percent versus 17.2 percent). Just over one-third 

of Democrats are neutral toward each approach. 

Republicans were equally likely to support or oppose a public option (29.7 percent versus 29.9 

percent). But only 15.4 percent support Medicare for All, compared with 58.3 percent who oppose. Of 
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Republicans who oppose Medicare for All, nearly three-quarters strongly oppose that approach (data 

not shown). 

FIGURE 2 

Support for a Public Option and Medicare for All among Adults 

Ages 18 to 64, Overall and by Political Party Affiliation, September 2019 

All adults Democrats Republicans 

43.8% 
37.9% 

17.1% 

34.2% 
31.0% 

33.6% 

55.0% 

35.8% 

8.3% 

48.0% 

34.0% 

17.2% 

29.7% 

39.5% 

29.9% 

15.4% 

25.4% 

58.3% 

Share that 
supports 

Share that neither 
supports nor 

opposes 

Share that 
opposes 

Share that 
supports 

Share that neither 
supports nor 

opposes 

Share that 
opposes 

Public option Medicare for All 

URBAN INSTITUTE 

Source: Health Reform Monitoring Survey, quarter 3 2019. 

Notes: Estimates not shown for approximately 1 percent of adults who do not report whether they support each approach. 

Democrats include independents who lean Democratic, and Republicans include independents who lean Republican. Estimates 

not shown separately for 4.6 percent of adults who are independents (and do not lean Democratic or Republican), undecided, or 

other party affiliation and 5.6 percent of adults whose party affiliation is not reported. All differences between Democrats and 

Republicans are significant at the 0.05 level, using two-tailed tests. 

Adults who are young, are Hispanic, have low educational attainment and income, and who do not have private 

insurance are more likely to prefer Medicare for All than adults without those characteristics. Problems 

affording care and dissatisfaction with current coverage also increase the likelihood of preferring Medicare for 

All. 

Table 1 shows preferences for Medicare for All and the public option by selected demographic and 

socioeconomic characteristics. Young adults ages 18 to 34 are about equally likely to prefer a public 

option as they are to prefer Medicare for All. Older adults ages 50 to 64 are about twice as likely to 

prefer a public option as they are to prefer Medicare for All (34.4 percent versus 17.3 percent). 

Among Hispanic adults, roughly equal shares prefer Medicare for All and a public option. But other 

racial and ethnic groups prefer a public option to Medicare for All by a margin of 8 to 11 percentage 

points. In addition, those who did not complete high school are more likely to prefer Medicare for All to 

a public option (28.8 percent versus 20.8 percent), whereas higher levels of educational attainment are 
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associated with an increased likelihood of preferring a public option. Those with a college degree or 

more prefer a public option by a margin of 36.5 percent to 22.1 percent. 

Twenty-five percent of adults with incomes below the ACA’s Medicaid eligibility threshold of 138 
percent of the FPL in states that expanded Medicaid prefer Medicare for All, and the same share prefers 

a public option. Adults in higher income groups (between 139 and 399 percent of the FPL or 400 

percent or more of the FPL) were more likely to prefer a public option than Medicare for All. 

Nearly one-third (32.7 percent) of adults with private health insurance prefer a public option, 

compared with 20.0 percent who prefer Medicare for All. But preferences are more evenly divided 

among adults who are publicly insured or uninsured. These patterns are generally the same within each 

party affiliation (data not shown). 

Adults who had health care affordability problems in the past year, including unmet needs for care 

because of costs and problems paying family medical bills, are significantly more likely to prefer 

Medicare for All than those who did not have these problems, but they are just as likely to prefer a 

public option as Medicare for All. Similarly, preferences for Medicare for All are higher among insured 

adults who are dissatisfied with one or more aspects of their coverage, compared with those who are 

not dissatisfied. But even among those who are dissatisfied, a larger share prefer a public option to 

Medicare for All (33.0 percent versus 26.9 percent). Also notable is that nearly one in five adults who 

are not dissatisfied with any aspects of their own coverage still prefer Medicare for All (though a larger 

share, 29.5 percent, would prefer a public option) and that nearly one-quarter of those who are 

dissatisfied with at least one aspect of their coverage do not support either reform and oppose one or 

both. 

Adults who are ages 50 to 64, are non-Hispanic white, have incomes at or above 400 percent of the 

FPL, have private insurance, have not had health care affordability problems, and who are satisfied with 

their coverage are more likely to oppose one or both approaches than to prefer Medicare for All. But 

across all the characteristics we examined in this analysis, no more than 30 percent of adults in each 

group reported that they did not support either approach and opposed one or both. 
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TABLE 1 

Preferences toward a Public Option and Medicare for All among Adults Ages 18 to 64, by Demographic 

and Socioeconomic Characteristics, Health Care Experiences, and Satisfaction with Coverage, September 2019 

Share that Share that Share that is Share that does not 
prefers Medicare prefers neutral toward support either approach 

for All public option both and opposes one or both Sample size 

Age 
18–34~ 25.5% 26.7% 25.8% 20.2% ^^^ 2,222 
35–49 20.9% *** 29.6% ** ^^^ 26.3% ^^^ 22.1% 2,979 
50–64 17.3% *** 34.4% *** ^^^ 19.1% *** 28.6% *** ^^^ 4,418 

Race and ethnicity 
White, non-Hispanic~ 19.2% 30.5% ^^^ 20.4% 29.1% ^^^ 6,570 
Black, non-Hispanic 21.0% 29.2% ^^^ 35.3% *** ^^^ 12.8% *** ^^^ 868 
Other race or more than one race, non-Hispanic 21.1% 30.6% ^^^ 28.2% *** ^ 18.2% *** 692 
Hispanic 29.2% *** 29.3% 24.9% *** 15.3% *** ^^^ 1,489 

Educational attainment 
Less than high school~ 28.8% 20.8% ^^^ 36.0% 13.2% ^^^ 630 
High school graduate 19.9% *** 25.7% ** ^^^ 31.6% ^^^ 21.1% *** 2,181 
Some college 19.5% *** 30.2% *** ^^^ 22.4% *** ^ 26.6% *** ^^^ 2,693 
College graduate or higher 22.1% *** 36.5% *** ^^^ 14.8% *** ^^^ 25.9% *** ^ 4,115 

Family income 
At or below 138% FPL~ 25.2% 25.2% 32.7% ^^^ 15.3% ^^^ 1,859 
139–399% FPL 22.2% * 27.9% ^^^ 24.7% *** 23.8% *** 3,422 
400% FPL or more 18.3% *** 35.2% *** ^^^ 17.3% *** 28.4% *** ^^^ 4,338 

Health insurance at time of survey 
Private coverage~ 20.0% 32.7% ^^^ 20.0% 26.4% ^^^ 7,211 
Public coverage 26.5% *** 24.0% *** 31.7% *** ^ 16.3% *** ^^^ 1,398 
Uninsured 24.2% *** 26.5% *** 31.4% *** ^^^ 16.5% *** ^^ 811 

Health care affordability in past year 
Unmet needs for care because of cost~ 27.7% 29.4% 23.3% ^^^ 18.5% ^^^ 2,857 
Did not report unmet needs for care because of cost 18.5% *** 30.4% ^^^ 24.0% ^^^ 25.9% *** ^^^ 6,762 

Problems paying family medical bills~ 29.8% 29.3% 21.2% ^^^ 18.6% ^^^ 1,600 
Did not report problems paying family medical bills 19.6% *** 30.3% ^^^ 24.3% ** ^^^ 24.6% *** ^^ 8,019 

Satisfaction with coverage, if insured 
Dissatisfied with any aspect of coverage~ 26.9% 33.0% ^^^ 14.9% ^^^ 24.3% 2,892 
Not dissatisfied with any aspect of coverage 18.4% *** 29.5% ** ^^^ 26.4% *** ^^^ 24.5% ^^^ 5,916 
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Source: Health Reform Monitoring Survey, quarter 3 2019. 

Notes: FPL is federal poverty level. Unmet needs for care include medical care, general doctor care, specialist care, prescription drugs, dental care, mental health care and 

counseling, and tests, treatment, or follow-up care. Satisfaction with coverage includes the range of health care services available, choice of doctors and other providers, premiums, 

out-of-network costs, and protection against high medical bills. 

*/**/*** Estimate differs significantly from reference group (~) at the 0.10/0.05/0.01 levels, using two-tailed tests. 

^/^^/^^^ Estimate differs significantly from share that prefers Medicare for All at the 0.10/0.05/0.01 levels, using two-tailed tests. 
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What It Means 

Just over half of nonelderly adults support either a public option or Medicare for All, with more 

preferring a public option. Attitudes vary by party affiliation. Democrats are somewhat evenly divided 

in their preferences and are more likely to prefer a public option than Medicare for All by a small margin. 

But few Democrats oppose either approach. Among Republicans, support for Medicare for All is much 

weaker and opposition much stronger relative to support for and opposition to a public option. A 

majority of Republicans oppose Medicare for All and few support it, compared with about 30 percent 

who oppose a public option and 30 percent who support it. 

Compared with adults who prefer a public option, those who prefer Medicare for All tend to be 

more disadvantaged based on their characteristics: they are disproportionately younger, have lower 

incomes and educational attainment, and are more likely to have Medicaid or other public coverage or 

to be uninsured (though nearly two-thirds have private insurance). Adults who prefer Medicare for All 

are more likely than others to have had problems affording care in the past year and are less likely to be 

satisfied with their coverage. These adults may therefore see more to gain from Medicare for All. 

In contrast, those who prefer a public option to Medicare for All tend to be in more 

socioeconomically advantaged groups (older, non-Hispanic white, higher incomes and educational 

attainment, privately insured), are generally more satisfied with their coverage, and may be reluctant to 

risk giving up private insurance. Those who do not support either approach and oppose one or both 

share many of these characteristics. 

Compared with the roughly half of adults who support the public option or Medicare for All, less 

than one-quarter of adults do not support either proposal and oppose one or both. These results 

indicate that most nonelderly adults are either receptive or neutral toward expanding public health 

insurance to close remaining gaps in coverage and health care affordability. 

About the Series 

This brief is part of a series drawing on the HRMS, a survey of the nonelderly population that explores 

the value of cutting-edge internet-based survey methods to monitor the Affordable Care Act before 

data from federal government surveys are available. Funding for the core HRMS is provided by the 

Robert Wood Johnson Foundation and the Urban Institute. For more information on the HRMS and for 

other briefs in this series, visit www.urban.org/hrms. 
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Notes 
1 See also Lunna Lopes, Liz Hamel, Audrey Kearney, and Mollyann Brodie, “KFF Health Tracking Poll–October 

2019: Health Care in the Democratic Debates, Congress, and the Courts,” Henry J. Kaiser Family Foundation, 
October 15, 2019, https://www.kff.org/health-reform/poll-finding/kff-health-tracking-poll-october-2019/; Julia 
Manchester, “70 Percent of Americans Support ‘Medicare for All’ Proposal,” The Hill, October 22, 2018, 
https://thehill.com/hilltv/what-americas-thinking/412545-70-percent-of-americans-support-medicare-for-all-
health-care; “NPR/PBS NewsHour/Marist Poll Results,” Marist Poll, July 22, 2019, 
http://maristpoll.marist.edu/npr-pbs-newshour-marist-poll-results-7/#sthash.jhc5HNKy.dpbs. 

2 Polls that compare preferences between Medicare for All and improving on the ACA include the Kaiser Family 
Foundation Health Tracking Poll (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,” Henry J. Kaiser 
Family Foundation, January 23, 2019, https://www.kff.org/health-reform/poll-finding/kff-health-tracking-poll-
january-2019/) and a poll conducted by The Commonwealth Fund, the New York Times, and the Harvard T. H. 
Chan School of Public Health (TCF, NYT, and Chan 2019). 

3 For more information about the design of the HRMS, visit http://hrms.urban.org. 

4 Respondents were asked the following questions: 

The next few questions focus on proposals for expanding health insurance coverage. One approach would give 
some or all Americans the option of enrolling in a government-run health insurance plan that would be similar to 
Medicare. Medicare is a federal health insurance program for people 65 and older and for people with certain 
disabilities. This strategy for expanding health insurance coverage is sometimes called a “public option.” This 
new government-run plan would not replace the other health insurance options that are currently available, but 
would instead be an additional option. People would pay a premium based on their income to buy into the 
government-run plan. The government-run plan would have lower premiums and out-of-pocket costs than most 
private health insurance plans. Would you support or oppose a public option? 

Another approach to expand health insurance coverage would enroll all Americans in a single government-run 
health insurance plan that would be similar to Medicare. This would be done as part of a new national health 
insurance program. This strategy is sometimes called “Medicare for All.” This new program would replace the 
current health insurance system with a single government-run plan, with little or no role for private insurance. 
Instead of paying premiums, taxpayers would cover the costs of this national health insurance program. Would 
you support or oppose Medicare for All? 

5 The analysis excludes the 1.1 percent of adults who did not express support for either approach and did not 
report whether they supported one or both approaches, and it excludes 0.1 percent of adults who supported 
both approaches but did not report their preference. 

6 We do not provide separate estimates for the 4.6 percent of adults whose party affiliation was undecided, 
independent, or other or for the 5.9 percent of adults who did not report party affiliation. 

7 Kirzinger, Muñana, and Brodie, “KFF Health Tracking Poll.” 
8 Matthew Sheffield, “Poll: Supporting ‘Medicare for All’ Helps Presidential Candidates,” The Hill, February 4, 

2019, https://thehill.com/hilltv/what-americas-thinking/428332-poll-most-americans-say-theyd-be-more-
likely-to-support. 

9 Kirzinger, Muñana, and Brodie, “KFF Health Tracking Poll.” 
10 About 0.1 percent of adults support both approaches but do not report a preference. 
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Trapped by the Firewall: Policy Changes Are Needed to 
Improve Health Coverage for Low-Income Workers 

By Tara Straw 

The Affordable Care Act (ACA) expanded health coverage to more than 20 million people, 
principally by improving access to Medicaid and the individual insurance market. While the law put 
in place new protections for people with employer-sponsored health insurance, it did not 
dramatically change that market, the major source of health coverage for people under age 65. 
Employer-sponsored coverage often works well, allowing many people to enroll in comprehensive 
health benefits using employer contributions that make premiums affordable. But the picture can be 
quite different for low-income workers.1 

Frequently, low-income workers get less employer help with their premiums, are offered less 
robust coverage, and must pay a greater share of their income toward health care costs compared to 
higher-income workers. And even if an employer’s offer of health coverage is not comprehensive or 
is unaffordable in practice, it may still disqualify low-income workers and their family members from 
getting a premium tax credit (PTC) for coverage in the marketplace. This is because the ACA 
included a “firewall” that makes people with employer-sponsored coverage offers ineligible for 
PTCs, provided that the employer coverage meets minimum federal standards for affordability and 
comprehensiveness.2 But the standards are insufficient, barring many low-income people from 
enrolling in subsidized marketplace coverage that would be far more affordable and comprehensive. 

Low-income workers deserve renewed attention from policymakers to further expand health 
coverage and make it more affordable for those who have it. Roughly 2.7 million uninsured people 
have incomes under 400 percent of the poverty line (the income cut-off for PTCs) but can’t claim 
the PTCs due to an offer of employer coverage.3 Millions more enroll in employer plans but struggle 
to pay premiums or find they have inadequate protection against high out-of-pocket costs. On 
average, workers with employer coverage with incomes below 200 percent of the poverty line spend 

1 This paper focuses on low-income workers (generally, those with income below 200 percent of the poverty line), but 
moderate-income workers (those with income within the range for PTCs, up to 400 percent of the poverty line) often 
face challenges, especially in affording family coverage.  
2 An offer of employer-sponsored coverage does not preclude Medicaid eligibility. 
3 Linda Blumberg et al., “Characteristics of the Remaining Uninsured: An Update,” Urban Institute, July 2018, 
https://www.urban.org/sites/default/files/publication/98764/2001914-characteristics-of-the-remaining-uninsured-an-
update_2.pdf. 

1 

https://www.urban.org/sites/default/files/publication/98764/2001914-characteristics-of-the-remaining-uninsured-an
http:www.cbpp.org
mailto:center@cbpp.org


 
 

   
  

 
 

     
    

      
  

 
   

  
 

     
     

     
    

 

    
     

  
     

  

    
  

    
     

   

   
   

      
    
 

 
        

  
     

   

 
         

 

14 percent of income on premiums and out-of-pocket costs, compared to 7.9 percent for those 
between 200 and 400 percent of the poverty line, and 4.5 percent for those above 400 percent of the 
poverty line.4 

Eliminating the ACA firewall would let low-income workers choose their best coverage offer, 
whether it’s with their employer or at the marketplace with assistance from a PTC. That would 
reduce costs for workers and decrease the number of uninsured, but it would come at a high 
budgetary cost. 

Short of eliminating the firewall, a range of policies could work around it to make coverage more 
affordable for workers by making more people eligible for PTCs and increasing awareness of the 
marketplace enrollment option: 

• Fix the “family glitch.” Today an offer of affordable, adequate employee-only coverage 
disqualifies all family members from PTC eligibility, even when the family premium is very 
high as a share of income; this is referred to as the “family glitch.” One fix would be to 
measure family affordability based on the cost of family coverage, rather than the cost of an 
employee-only plan. 

• Raise the standards for employer coverage offers. An employer coverage offer can be 
considered affordable and comprehensive under federal standards while still imposing high 
out-of-pocket expenses or covering a skimpy set of benefits. Raising these standards would 
improve employer coverage or, if the offer doesn’t meet the improved minimum 
requirements, free more workers to enroll in subsidized marketplace plans. 

• Better equip PTC-eligible employees to enroll in marketplace coverage. Employers 
could do more to facilitate marketplace enrollment of employees who are ineligible for the 
workplace coverage. They could also be required to provide better upfront information 
about whether the employer offer is affordable and comprehensive or whether the worker 
can bypass the employer offer for subsidized coverage in the marketplace. 

These options for making coverage more affordable for low-income workers could complement 
broader strategies for reducing health care costs and improving the quality of employer-sponsored 
insurance for all workers. Unfortunately, the Trump Administration is moving in the opposite 
direction, taking actions that will likely increase employees’ costs and exacerbate affordability struggles 
for those with low incomes. 

Low-Income People Face High Costs Even in “Affordable” Employer Coverage 
The cost of employer-sponsored insurance has increased steadily in the last several decades and 

has consistently outpaced workers’ earnings growth, even though premium growth has slowed 
notably since the ACA’s passage. Between 2000 and 2010, family premiums increased by 114 

4 Gary Claxton, Bradley Sawyer, and Cynthia Cox, “How Affordability of Health Care Varies by Income Among People 
With Employer Coverage,” Kaiser Family Foundation, April 14, 2019, https://www.healthsystemtracker.org/brief/how-
affordability-of-health-care-varies-by-income-among-people-with-employer-coverage/#item-start. 
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percent, compared to a 36 percent increase in earnings; between 2010 and 2019, family premiums 
increased by 49 percent compared to a 23 percent increase in earnings.5 

Employee premiums for employer-sponsored coverage are particularly burdensome for low-
income workers. Employees pay, on average, 18 percent of the premium for single coverage and 30 
percent for family coverage.6 Any given employee FIGURE 1 

premium represents a higher share of income for 
low-income workers. For example, the average 
annual dollar amounts that covered workers 
contribute for family coverage is $6,015. That’s 6 
percent of the annual income of someone making 
$100,000, but it’s 12 percent for someone making 
$50,000, and 30 percent of the income of 
someone making $20,000 a year.7 Compounding 
this problem, employers with a large share of low-
income workers tend to cover a smaller share of 
the total premium, especially for family coverage. 
Workers at these firms pay 41 percent of the cost 
of family coverage, compared to 30 percent at 
firms overall.8 

High out-of-pocket costs also create hardships 
for low-income families.9 Total out-of-pocket 
health spending increased by 54 percent and 
deductibles by 176 percent from 2006 to 2016, 
according to the Kaiser Family Foundation.10 

Among all firms, covered workers have an 
average annual deductible of $1,396 for single 
coverage and more than 1 in 10 workers have a 
deductible of $3,000 or more.11 Deductibles are 
even higher for low-wage workers: $2,679 is more 

5 Kaiser Family Foundation, “2019 Employer Health Benefits Survey,” September 25, 2019, 
https://www.kff.org/health-costs/report/2019-employer-health-benefits-survey/, and CBPP analysis of Bureau of 
Labor Statistics data. 
6 Ibid. 
7 Ibid. 
8 Ibid. 
9 Liz Hamel, Cailey Muñana, and Mollyann Brodie, “Kaiser Family Foundation/LA Times Survey Of Adults With 
Employer-Sponsored Health Insurance,” Kaiser Family Foundation, May 2, 2019, https://www.kff.org/private-
insurance/report/kaiser-family-foundation-la-times-survey-of-adults-with-employer-sponsored-insurance/. 
10 Numbers are for people with large-employer coverage. Out-of-pocket expenses and deductibles grew faster than 
wages (up 29 percent) during this time period. Part of the growth in deductibles is due to employers’ shift away from co-
payments, which dropped by 38 percent. Gary Claxton et al., “Increases in Cost-Sharing Payments Continue to Outpace 
Wage Growth,” Kaiser Family Foundation, June 15, 2018, https://www.healthsystemtracker.org/brief/increases-in-
cost-sharing-payments-have-far-outpaced-wage-growth/#item-start. 
11 Kaiser Family Foundation, “2019 Employer Health Benefits Survey.” 
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than two months’ earnings for a full-time, federal minimum wage worker. An increasing number of 
employees with high-deductible plans also have a savings option, such as a health savings account 
(HSA), to which they or their employer can make tax-deductible contributions, but these accounts 
are often poorly funded. Nearly half of workers still have an annual deductible greater than $1,000, 
after including employer contributions to accounts.12 Front-loaded cost-sharing poses barriers for 
low-income workers. More than one-third of people with individual deductibles and half of people 
with family deductibles say they don’t have enough savings to meet their deductibles.13 High out-of-
pocket costs make people more likely to skip filling a prescription, receiving a medical test, or getting 
needed specialty care, according to the Commonwealth Fund.14 

All told, low-income workers pay a substantial share of their income toward health costs. Among 
workers who enroll in employer coverage, people with income below 200 percent of the poverty line 
spend, on average, 14 percent of their income on premiums and out-of-pocket costs.15 For 
comparison, people with income between 200 and 400 percent of poverty spend 7.9 percent of 
income, and people with income over 400 percent of the poverty line spend only 4.5 percent. (See 
Figure 1.) 

Low insurance offer and take-up rates contribute to striking disparities in employer-sponsored 
coverage enrollment by income and race. In the lowest quartile of the wage distribution, only about 
one-third of private sector workers are offered coverage, with 22 percent of them actually 
participating. This compares to 92 percent of workers in the top wage quartile being offered 
coverage and 80 percent participating.16 (See Figure 2.) 

12 Ibid. 
13 PwC, “Medical Cost Trend: Behind the Numbers,” June 2019, https://www.pwc.com/us/en/industries/health-
industries/assets/pwc-hri-behind-the-numbers-2020.pdf. In another study, 4 in 10 adults said they could not pay an 
unexpected expense over $400 with cash on hand. The number is higher for people with a high school degree or less. 
The numbers are also higher for Black and Hispanic adults at any education level compared to white adults. Federal 
Reserve, “Report on the Economic Well-Being of U.S. Households in 2018,” May 2019, 
https://www.federalreserve.gov/publications/files/2018-report-economic-well-being-us-households-201905.pdf. 
14 Sara R. Collins, Herman K. Bhupal, and Michelle M. Doty, “Health Insurance Coverage Eight Years After the ACA: 
Fewer Uninsured Americans and Shorter Coverage Gaps, But More Underinsured,” Commonwealth Fund, February 7, 
2019, https://www.commonwealthfund.org/publications/issue-briefs/2019/feb/health-insurance-coverage-eight-years-
after-aca. 
15 Claxton, Sawyer, and Cox. 
16 Bureau of Labor Statistics, “Healthcare Benefits: Access, Participation, and Take-Up Rates,” March 2017, 
https://www.bls.gov/ncs/ebs/benefits/2017/ownership/private/table09a.htm. 
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Employer-sponsored coverage is less common FIGURE 3 

among Black and Hispanic people. About 60 
percent of non-Hispanic white people have 
coverage through the workplace compared to 46 
percent of Black people and 41 percent of 
Hispanic people.17 These groups are less likely to 
have workplace coverage mainly because they are 
disproportionately likely to be in lower-income 
households where employer coverage is less 
available, but these disparities exist at nearly every 
income level. (See Figure 3.) 

Inadequate Employer Offers Can Make 
Workers Worse Off 

The ACA’s premium tax credits defray 
premium costs for low- and moderate-income 
families purchasing coverage in the marketplace, 
and cost-sharing reductions decrease out-of-
pocket spending for people with income below 
250 percent of the poverty line. Having an offer 
of employer-sponsored coverage makes someone 
ineligible for these subsidies, unless the offer is 
considered unaffordable or fails to meet a minimum value test. An offer is unaffordable if the 
lowest-cost plan covering only the employee costs more than about 10 percent of income (9.86 
percent in 2019). A plan falls short of minimum value if its “actuarial value” is below 60 percent, 
meaning that it pays, on average, less than 60 percent of the cost of allowed benefits. If the employer 
offer is deemed affordable and meets minimum value, the employee is “firewalled” — that is, 
blocked from receiving marketplace subsidies. 

Because of the firewall, having an offer of employer coverage can make a lower-income worker 
worse off compared to a worker with no offer of coverage at all. A major issue is that the affordability 
standard is set at a level that requires low-income workers to pay a far greater share of income for an 
employer plan than people with the same income are expected to pay toward marketplace coverage. 
A single person making $18,000 a year (about 150 percent of the federal poverty line) could be asked 
to pay nearly $1,800 toward premiums for an employer-sponsored plan, but in the marketplace, her 
expected contribution for benchmark coverage would be $750 (4.15 percent of income). This 
disparity is amplified for families, which often don’t qualify for assistance due to the so-called family 
glitch. Because of the glitch, if employee-only coverage is deemed affordable, no family member 
eligible for the employer plan is eligible for a PTC, even if family coverage costs much more than 10 
percent of income. 

In addition, minimum value is a relatively meager standard. Large employers (with 50 or more full-
time workers) aren’t required to cover the package of essential health benefits that plans in the 
individual or small group markets must cover. Instead, employer plans can meet minimum value if 
they cover preventive services, physician visits, and hospital inpatient services and meet the 60 

17 CBPP analysis using the Census Bureau’s 2017 Current Population Survey. 
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percent actuarial value standard. But this can leave some workers, particularly lower-wage ones, with 
skimpy benefit plans that may not cover needed care. Notably, 60 percent is far lower than the 
actuarial value of coverage that low-income marketplace enrollees can generally purchase in the 
marketplaces and translates to sizeable out-of-pocket costs, such as deductibles in excess of $6,000 
for single coverage or $12,000 for a family. 

These factors create disparities between families with and without employer coverage offers and 
show why some employees may be better off if they are free to shift to the marketplace. For 
example: 

• A single person with income of $18,000 (roughly 150 percent of the poverty line) has 
affordable employer-sponsored coverage if a plan costs less than about $150 per month, 
whereas in the marketplace, such an enrollee would pay only $62 per month, after a PTC, for 
benchmark coverage. 

In the marketplace, a cost-sharing reduction would raise this consumer’s benchmark plan’s 
actuarial value to 94 percent. Deductibles for such plans average $239, and maximum out-of-
pocket costs average $1,073.18 That’s more generous than a typical employer plan, which has 
a lower actuarial value (85 percent),19 higher average annual deductible ($1,396),20 and higher 
maximum out-of-pocket cost ($4,064),21 and it’s far more generous than a plan meeting the 
minimum standard of a 60 percent actuarial value. (See Figure 4.) 

• For a family of three with income of $42,000 (about 200 percent of the poverty line), an 
employer offer would make them ineligible for a PTC if the employee’s premium was less than 
about $345 per month (9.86 percent of income), even if family coverage cost three to four 
times that amount.22 However, without an employer coverage offer, the whole family could get 
comprehensive benchmark coverage in the marketplace for only $229 per month (6.54 
percent of income), net of the PTC. 

They’d also be guaranteed a plan with an 87 percent actuarial value in the marketplace, in 
line with a typical employer plan but much more generous than the 60 percent minimum 
value requirement. 

18 Kaiser Family Foundation, “Cost-Sharing for Plans Offered in the Federal Marketplace for 2019,” December 5, 2018, 
https://www.kff.org/health-reform/fact-sheet/cost-sharing-for-plans-offered-in-the-federal-marketplace-for-2019/. 
19 Actuarial Research Corporation, “Final Report: Analysis of Actuarial Values and Plan Funding Using Plans from the 
National Compensation Survey,” Compiled for Office of Policy Research, Employee Benefits Security Administration, 
Department of Labor, May 12, 2017, https://www.dol.gov/sites/default/files/ebsa/researchers/analysis/health-and-
welfare/analysis-of-actuarial-values-and-plan-funding-using-plans-from-the-national-compensation-survey.pdf. 
20 Kaiser Family Foundation, “2019 Employer Health Benefits Survey.” 
21 Ibid. 
22 Figure based on the excess total average premium of $20,576 for employer-sponsored family coverage over the annual 
premium for coverage meeting the affordability threshold. Kaiser Family Foundation, “2018 Employer Health Benefits 
Survey.” 
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FIGURE 4 

Eliminating Firewall Would Reduce Disparities But Is Costly 
Eliminating the firewall that prevents most people with employer-sponsored coverage offers from 

PTC eligibility would make an estimated 2.7 million more people ― 9 percent of the total uninsured 
population ― eligible for affordable coverage.23 Under this policy, employees would have a choice to 
enroll in their employer coverage or go to the marketplace. Many employees would likely choose to 
remain in employer-sponsored coverage, particularly middle- and higher-income workers whose 
income is too high for the PTC but who benefit substantially from the tax exclusion for employer-
sponsored health insurance premiums. Workers who have less generous coverage offers or who are 
eligible for substantial PTCs would enter the marketplace. 

23 Blumberg et al., “Characteristics of the Remaining Uninsured: An Update.” 
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Several groups ― the Center for American Progress, the Urban Institute, and Third Way ― have 
endorsed some version of eliminating the firewall as part of comprehensive health reform 
proposals.24 The key advantage is improving equity across working families. It would give low-
income workers access to the same marketplace premium and cost-sharing assistance available to 
people without employer offers. It could also improve equity across employers that may offer plans 
with vastly different coverage and out-of-pocket costs, since marketplace coverage would effectively 
become a new coverage floor. 

The downside is cost. Many low- and moderate-income workers, particularly those with families, 
would move to the marketplace, generating increased federal costs for PTCs and cost-sharing 
assistance that would substantially exceed the federal savings from the tax exclusion for employer-
sponsored coverage. Employers could also take certain measures that could further increase federal 
costs. First, some employers may encourage sicker or older workers to move to the marketplace, 
perhaps through design decisions that make their plans less attractive to people with serious health 
needs or through less subtle steering. Strong non-discrimination provisions would be necessary to 
prevent this. Second, employers would presumably be motivated to restructure their plans to 
maximize the benefits of both PTCs and the tax exclusion. That is, they’d probably have less 
incentive to keep premiums low for low-income workers (as long as they could avoid the penalty) 
since those workers could just go to the marketplace. Beyond further increasing federal costs, that 
could also mean that some middle-income people would see higher employee premiums (although 
employers could increase wages to compensate and employee dissatisfaction could mitigate premium 
increases). 

“Shared Responsibility” Requirement Could Be Improved 
The ACA’s “shared responsibility” provision requires large employers (those with more than 50 full-
time workers) to offer health insurance coverage to full-time employees and their dependents. A 
penalty of $2,500 for each full-time worker (in 2019) is triggered if the firm doesn’t offer coverage 
and any employee gets a PTC in the marketplace. If it offers coverage but the employee-only 
premium is unaffordable or the plan doesn’t meet minimum value, the penalty is $3,750, but 
applies only to each full-time worker who receives a PTC. Employers are protected from the penalty 
by various safe harbors. For example, the employer’s offer is considered affordable if the lowest-
cost plan would be affordable for workers with wages at the federal poverty line. 

One way to improve the employer shared responsibility penalty would be to disconnect it from 
employees’ eligibility for PTCs. Under this policy, failure to offer coverage or offering subpar 
coverage would trigger the penalty, irrespective of workers’ enrollment in marketplace coverage 
with PTCs. Penalties could be assessed using existing employer reporting of offers and cost of 
coverage. 

Separating the penalty from PTC enrollment would have several advantages. Most significantly, it 
would eliminate any employer incentive to discourage marketplace enrollment in order to avoid 

24 Center for American Progress, “Medicare Extra for All: A Plan to Guarantee Universal Health Coverage in the United 
States,” February 2018, https://www.americanprogress.org/issues/healthcare/reports/2018/02/22/447095/medicare-
extra-for-all/; Linda J. Blumberg, John Holahan, and Stephen Zuckerman, “The Healthy America Program,” Urban 
Institute, May 14, 2018, https://www.urban.org/research/publication/healthy-america-program; David Kendall, Jim 
Kessler, and Gabe Horowitz, “Cost Caps and Coverage for All: How to Make Health Care Universally Affordable,” 
Third Way, February 19, 2019, https://www.thirdway.org/report/cost-caps-and-coverage-for-all-how-to-make-health-
care-universally-affordable. 
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the penalty; indeed, employers could engage in outreach and enrollment without repercussions. 
Second, it would simplify administration using existing employer reporting versus the current multi-
step process of cross-matching employer reporting with employee PTCs. This would also reduce 
uncertainty among employers about what penalties they will owe since penalties would not be 
contingent on an employee actions, and it would avoid a potentially lengthy appeals process 
contesting the eligibility of each specific employee who is awarded a PTC. Finally, disconnecting 
the penalty from PTC receipt would allow Congress to make decisions about changing the firewall 
separate from reconsideration of the nature and magnitude of the employer penalty. With this 
structure, an employer penalty could be maintained in some form while the firewall is eliminated 
or relaxed and more workers are freed to claim the PTC. 

Another option is to eliminate the employer responsibility requirement altogether. But that would 
be very expensive and would likely come at the expense of much-needed improvements to PTCs 
and cost-sharing assistance.a It could also result in fewer employers offering coverage or 
employers offering worse coverage. 
a For example, even retroactively suspending the employer mandate for its first four years (2015-2018) would cost $26 
billion, according to the Congressional Budget Office. This doesn’t factor in the change in employer behavior that could 
result from lifting the penalty. “H.R. 4616, Employer Relief Act of 2018,” July 27, 2018, 
https://www.cbo.gov/system/files/2018-07/hr4616.pdf. 

Other Ways to Improve Coverage for Workers 
Short of eliminating the firewall, a range of policies could work around it to make coverage more 

affordable for workers by making more people eligible for the PTC. To the extent a policy change 
increases PTC eligibility, there would be some degree of crowd-out: a substitution of one type of 
coverage for another, instead of uninsured people becoming newly covered. But that is balanced by 
the desirability of giving more affordable coverage to currently insured workers, particularly low-
income workers. In addition, one potential benefit of enrolling more people in marketplace coverage 
is a modest premium reduction in the marketplace, as a result of more healthier people who 
previously didn’t enroll in employer coverage due to cost joining the risk pool. 

Fix the Family Glitch 

More than 6 million people live in families that are ineligible for PTCs because they have an 
employer offer of single coverage that meets the federal affordability standard, even though the cost 
of family coverage from the employer exceeds the premium threshold, according to the Urban 
Institute.25 Legislative or administrative action could allow families with unaffordable coverage offers 
to get financial help in the marketplace.26 

One potential fix would allow family members with unaffordable coverage offers to be eligible for 
PTCs, while the employees themselves remain subject to the firewall. An estimated 3 million people 

25 Matthew Buettgens, Lisa Dubay, and Genevieve M. Kenney, “Marketplace Subsidies: Changing the ‘Family Glitch’ 
Reduces Family Health Spending But Increases Government Costs,” Health Affairs, July 2016, 
https://www.healthaffairs.org/doi/10.1377/hlthaff.2015.1491. 
26 While most attention has been paid to a legislative fix, the Trump Administration could address this problem under its 
existing statutory authority. The Treasury Department under the Obama Administration interpreted 26 U.S.C. 5000A to 
determine the employee’s “required contribution” for coverage in one way for the firewall (measuring the affordability of 
family coverage by the cost of individual coverage) but in a different way for determining whether an individual 
responsibility payment was owed (measuring the affordability of family coverage by the cost of family coverage). The 
latter interpretation is more reasonable and could be adopted by the current or future administrations. 
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would become eligible for tax credits under this proposal, according to the Urban Institute’s 
analysis.27 More than 40 percent of those gaining PTC eligibility would be children. While the 
majority of people gaining eligibility would be those with income between 200 and 400 percent of 
poverty, people with income under 138 percent of the poverty line would experience the biggest 
premium reductions, with the mean family premium for people in this income range falling from 20 
percent of income in employer-sponsored coverage to 5.5 percent in the marketplace.28 People with 
incomes between 138 and 200 percent of the poverty line would see their premiums cut in half, 
from 17.6 percent to 8.2 percent of their income. An alternative proposal would be to allow the 
employee to claim a PTC in the marketplace if family coverage is unaffordable, even if the 
employee’s single offer is affordable. More than 6 million people would become eligible for PTCs 
under this option, according to the Urban Institute. 

A second analysis concurred that fixing the family glitch would reduce families’ average total 
health care spending by thousands of dollars and drop their risk of spending at least 20 percent of 
income on health care by more than two-thirds.29 

Raise the Standards for Employer Coverage Offers 

As explained above, employer-sponsored coverage is considered unaffordable if the employee’s 
share of the premium for the lowest-cost plan exceeds roughly 10 percent of household income 
(9.86 percent in 2019). Reducing this threshold could prod more employers to improve coverage 
affordability or release more workers to seek subsidized marketplace plans if their employers did not 
meet the new standard. This could increase penalty collections, helping to finance the shift of 
workers to marketplace coverage with PTCs. Alternatively, Congress could de-link the affordability 
standard for employees’ PTC eligibility from the affordability standard for the employer penalty. 
(See box, “‘Shared Responsibility’ Requirement Could Be Improved.”) This would allow more 
workers (particularly those with low incomes) to enroll in subsidized marketplace plans without 
necessarily penalizing more employers. 

Lowering the affordability threshold would primarily benefit low-income workers, who are more 
likely to have high premiums relative to income and would be eligible for the most substantial 
assistance if no longer firewalled. It would also complement congressional proposals to make PTCs 
more generous for marketplace consumers. For example, legislation by Representatives Richard 
Neal, Frank Pallone, and Bobby Scott — chairs of the three House committees with jurisdiction 
over major health care programs — would reduce the maximum share of income a family would pay 
for subsidized marketplace coverage from the current 9.86 percent to 8.5 percent.30 The threshold 
for affordable employer coverage could be reduced to the same amount. 

27 Ibid. 
28 Adults with income below 138 percent of poverty are eligible for Medicaid in states that expanded Medicaid under the 
ACA; a person with an offer of employer-sponsored coverage is not barred from Medicaid eligibility. The percentage of 
income includes the cost of employer-sponsored coverage, after accounting for the tax exclusion, plus the percentage of 
income the family would contribute toward marketplace coverage.  
29 Sarah A. Nowak, Evan Saltzman, and Amado Cordova, “Alternatives to the ACA’s Affordability Firewall,” RAND 
Corporation, 2015, https://www.rand.org/pubs/research_reports/RR1296.html. 
30 H.R. 1884, “Protecting Pre-Existing Conditions and Making Health Care More Affordable Act of 2019,” introduced 
March 26, 2019. 
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But even if the affordability threshold were reduced to 8.5 percent, a low-income person with an 
employer plan could pay considerably more for less coverage than someone with the same income 
who is eligible for a marketplace subsidy. For example, a person with income at 150 percent of the 
poverty line ($18,210 in 2019) would pay 4.15 percent of their income ($756) for individual or family 
coverage in the marketplace but up to 8.5 percent of income ($1,548) for single employer-sponsored 
insurance, which could offer less coverage. Congress could consider setting a lower affordability 
threshold for lower-income workers (for example, those with incomes below 200 percent of the 
poverty line), freeing those without truly affordable employer coverage to seek a better deal in the 
marketplace. 

Another way to improve health care affordability for people with offers of job-based coverage 
would be to increase the share of anticipated health costs that the plan pays for. As explained above, 
a large-employer or self-insured group plan currently meets the minimum value standard if it covers 
at least 60 percent of the plan’s total allowed benefit cost, according to an online calculator that the 
Department of Health and Human Services (HHS) maintains. By contrast, “benchmark” 
marketplace coverage (the basis for calculating PTCs) covers 70 percent of expected costs, and 
people with incomes below 250 percent of the poverty line are eligible for cost-sharing assistance 
that further increases plans’ actuarial values. 

One option would be to raise the minimum value standard from 60 percent to 70 percent to align 
with the marketplace benchmark. Raising the minimum value standard wouldn’t affect most 
employers since the average employer plan has an actuarial value of 85 percent.31 While it could lead 
some employers to pass on premium increases to employees, the increase in the employee premium 
would be constrained by the affordability standard. Other employers offering low-value plans may 
drop coverage altogether but, to the extent that employees are eligible for PTCs, this might give 
more workers and their families access to more affordable and comprehensive coverage in the 
marketplace. 

Another approach would be to define a more robust benefit standard. As noted, the benefit 
standard set for purposes of minimum value is less than what’s required in the individual or small 
group markets. When the ACA passed, the assumption was that employer-sponsored coverage at 
large firms was already sufficiently comprehensive. But as the employer coverage requirement was 
implemented, it became clear that a small minority of employers were not providing comprehensive 
coverage. That led the IRS to issue a warning that plans that did not include “substantial coverage” 
of inpatient hospitalization and physician services do not meet minimum value and employers can’t 
tell employees the coverage makes them ineligible for PTCs. However, it appears that the onus is on 
employees to bring non-compliance to the IRS’s attention.32 

Improvements to the benefit requirements would help vulnerable workers who are offered the 
barest coverage today. For example, to qualify as minimum value coverage, large and self-insured 

31 Actuarial Research Corporation. 
32 Internal Revenue Service, “Group Health Plans that Fail to Cover In-Patient Hospitalization Services,” Notice 2014-
69, https://www.irs.gov/pub/irs-drop/n-14-69.pdf. The Treasury Department (through the IRS) administers the 
minimum value rules, as they pertain to a determination of the adequacy of an employer coverage offer and employees’ 
eligibility for PTCs. This notice can be relied on, but the accompanying IRS regulation was never finalized. HHS did 
finalize its companion regulation on minimum value requiring “substantial coverage of inpatient hospital services and 
physician services.” 45 CFR 156.145. 
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employers’ health plans could be required to meet their state’s essential health benefit standard ― 
ten defined categories of items and services ― as individual and small-group coverage must do. An 
approach to avoid the complexity of employers having to meet a different standard in every state in 
which they operate is to either create a nationwide benefit standard based on the essential health 
benefit standard or allow employers to choose to follow one state’s standard, as they do to 
determine to which services the ACA’s annual and lifetime limits apply. The vast majority of large 
and self-insured plans exceed these minimum standards, but for employers with plans that don’t, 
their workers would no longer be firewalled into subpar coverage. 

Help Eligible Workers Access Marketplace Subsidies 

Some workers and their families aren’t firewalled but don’t realize it. One group often in this 
situation is workers who aren’t eligible for their employer’s coverage. Employers could be required 
to do more to connect those workers to the marketplace, and HHS could lower barriers to 
marketplace enrollment. Another group is workers who are eligible for employer-sponsored 
coverage but whose coverage is inadequate (i.e., doesn’t meet existing affordability or minimum 
value standards). Employees need help to determine whether their employer offer disqualifies them 
from marketplace subsidies or whether the offer falls short and leaves them eligible for more 
affordable, comprehensive coverage in the marketplace. Reaching out to these groups of PTC-
eligible workers may reduce the number of uninsured. 

One policy change that might help is to change the structure of the employer responsibility 
requirement. The current structure ― where an employee claiming the PTC potentially triggers a 
penalty for the employer ― discourages employers from connecting people to the marketplace. (See 
box, “‘Shared Responsibility’ Requirement Could Be Improved.”) Other approaches are discussed 
below. 

Reaching Workers Ineligible for Employer-Sponsored Coverage 

Even if an employer offers coverage, workers can still be ineligible for a variety of reasons. Large 
employers are only required to offer coverage of 95 percent of full-time workers, for example, and 
can exclude part-time employees or employees in certain locations or job classifications.33 Employers 
may also establish waiting periods for enrollment in their coverage or use a “measurement period” 
to delay eligibility for up to a year for new workers who they contend don’t meet full-time status. 
Other people are eligible for coverage then lose eligibility. Job loss is the most common reason 
people lose employer coverage, but other workers can become ineligible despite still being 
employed, such as when their hours are reduced or their position or job location changes. 

Employers are well-positioned to identify employees who have not been offered coverage, whose 
coverage has changed, or who are losing their coverage, and to help them find other sources of 
insurance. Regardless of an employee’s eligibility for employer-sponsored coverage, federal law 
requires employers to inform new employees about the marketplace and the PTC.34 The law could 

33 Self-insured plans are subject to IRS rules that prohibit discrimination in favor of highly compensated workers in 
eligibility or benefits, which somewhat constrains employers’ ability to differentiate between groups of workers. Fully 
insured plans are not subject to the same non-discrimination rules.  
34 See Model Notice, “New Health Insurance Marketplace Coverage Options and Your Health Coverage,” Department 
of Labor. For employers that offer coverage: https://www.dol.gov/sites/default/files/ebsa/laws-and-
regulations/laws/affordable-care-act/for-employers-and-advisers/model-notice-for-employers-who-offer-a-health-plan-
to-some-or-all-employees.pdf. For employers that do not offer coverage: 
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be expanded to direct the Department of Labor (DOL) to require employers to provide this notice 
at other times, such as during the employer’s annual open enrollment. DOL could also improve the 
notice so that it provides more useful information. The DOL’s model notice requires an employer to 
note which classes of employees, if any, are eligible for coverage and to check a box indicating 
whether the coverage meets minimum value and is intended to be affordable, but questions that are 
specific to each employee are optional for employers. Employers could instead be required to 
answer all these questions so that an employee would know with certainty whether they are eligible 
for employer coverage, the actual cost of that coverage, and if any waiting period applies. 

Employers are required to notify people who are losing their employer health benefits that they 
are eligible to continue with that coverage (typically by paying the full premium) under what’s known 
as “COBRA,” after the federal law that created it.35 The DOL model notice for COBRA, which 
many employers use, contains language about the availability of the marketplace, but the information 
could be expanded to include: marketplace website and contact information, the availability of 
enrollment assistance, the availability of financial assistance, examples of how that financial 
assistance lowers premiums for a family, and the availability of a special enrollment period allowing 
people losing employer coverage to enroll outside the normal annual open enrollment period. 
Beyond adding information to the model notice, DOL could require this information in every COBRA 
notice. 

COBRA notices are likely to reach a large portion of the 10 million uninsured people eligible for a 
special enrollment period due to job loss every year.36 Providing workers with more information 
about financial assistance in the marketplace could help people avoid gaps in coverage during 
employment transitions or unnecessarily paying for COBRA coverage. Connecting people with in-
person enrollment assistance could also help people bridge the gap when they lose job-based 
coverage. 

Reaching Workers Who Are Offered Employer-Sponsored Coverage But Not Firewalled 

Another group of workers who may be able to seek subsidized marketplace coverage are those 
who are eligible for employer-sponsored coverage that is unaffordable or fails to meet minimum 
value, but it’s often difficult for workers to determine on their own whether their employer’s health 
benefits meet those standards. To remedy this, employers could be required to tell an employee in 
advance if their coverage offer meets minimum value and how to calculate whether the premium for 
that plan is affordable. The information would need to be specific to the employee and account for 
the litany of exceptions and complications that employees are expected to navigate for themselves 
today. 

https://www.dol.gov/sites/default/files/ebsa/laws-and-regulations/laws/affordable-care-act/for-employers-and-
advisers/model-notice-for-employers-who-do-not-offer-a-health-plan.pdf. 
35 See “Model COBRA Continuation Coverage Election Notice,” Department of Labor, 
https://www.dol.gov/sites/dolgov/files/EBSA/laws-and-regulations/laws/cobra/model-election-notice.doc. 
36 Matthew Buettgens, Stan Dorn, and Hannah Recht, “More than 10 Million Uninsured Could Obtain Marketplace 
Coverage through Special Enrollment Periods,” Urban Institute, November 2015, 
https://www.urban.org/sites/default/files/publication/74561/2000522-More-than-10-Million-Uninsured-Could-
Obtain-Marketplace-Coverage-through-Special-Enrollment-Periods.pdf. 
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Without requiring employers to provide such information, coverage offers can be hard for 
employees to parse. To start, an employee must know whether any plan is “eligible employer-
sponsored coverage” — meaning it meets the ACA’s rules as a plan offer — versus a non-qualifying 
supplemental coverage option, such as fixed indemnity coverage, that offers scant benefits at a lower 
cost. Employers should have to be transparent about which plans qualify as eligible plans. 

Once the employee knows which plan is an eligible employer-sponsored plan, determining 
whether it meets the minimum value and affordability requirements is similarly complicated. An 
employee would need to know the minimum value and calculate the affordability of each plan to 
know if any one plan meets both requirements to disqualify an employee from a PTC. Only then 
would an employee have the information to make an informed determination about whether the 
employer’s offer precludes PTC eligibility for themselves and their family. 

Minimum value can’t be determined independently by employees; rather, it’s disclosed on an 
employer-provided summary of benefits and coverage (SBC). Employers are required to make the 
forms available to workers for each plan they offer, but in practice, many employees don’t know 
they are entitled to this form or have trouble getting it. Even if they have it, the form is lengthy and 
the minimum value designation is easily missed. The form also doesn’t spell out the consequences of 
having an offer that is not minimum value; for example, an employee whose plan’s minimum value is 
58 percent isn’t told how to use that information.  

The affordability standard requires that a plan cost less than 9.86 percent of income (in 2019), but 
special rules can make the calculation more than a function of just premium cost. Special tax 
provisions ― like for wellness plans, health reimbursement arrangements (HRAs), or cafeteria plans 
― also affect whether a plan is considered affordable but are not transparent to even an employee 
who’s very knowledgeable about their benefits. 

For example, one staffing company offers three medical plans: “Enhanced MEC,” “Fixed 
Indemnity,” and “Major Medical.”37 The Enhanced MEC plan doesn’t cover hospitalization so 
doesn’t appear to meet the IRS definition of minimum value. The fixed indemnity plan is not eligible 
employer-sponsored coverage. Only the major medical plan, which is available only to full-time 
workers, might firewall a worker, so that plan’s minimum value and cost are what matters. The SBC 
for the major medical plan isn’t readily available so it’s unclear whether the plan meets minimum 
value. The website tells employees that if they qualify for the major medical plan, they are not 
eligible for a PTC, but with a premium of more than $1,500 per month, the plan may be 
unaffordable for many workers, allowing them to access PTCs. 

No single required document available to employees at open enrollment captures all these 
variables, making it hard for employees to know whether they are firewalled or eligible for a 
marketplace subsidy. A form called the Employer Coverage Tool solicits key information ― 
including whether the offer has a waiting period, extends to family members, or meets minimum 
value, and the employee’s share of the premium ― but completing the form is optional for 
employers.38 And, crucially, the form doesn’t tell employees how to use premium information to 

37 See Employer Solutions Staffing Group at www.essghealth.com. Accessed December 2, 2019. 
38 The Employer Coverage Tool can be found here: https://www.healthcare.gov/downloads/employer-coverage-
tool.pdf. 
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make an affordability determination. Because these forms aren’t required, they are often completed 
in one-off, and sometimes haphazard, ways. For example, two employees with identical positions 
going to the same human resources office may get different responses on the Employer Coverage 
Tool. 

Requiring employers to provide reliable, comprehensive information about their health coverage 
offers in advance of the coverage year would make it possible for workers to determine whether 
they have an offer that bars them and their families from PTCs. This would help more employees 
gain access to subsidized coverage in the marketplace if they are eligible for it, while also preventing 
people from incorrectly claiming federal subsidies and later having to repay a credit they were not 
eligible to receive. Congressional proposals aimed at simplifying federal reporting requirements for 
employers include prospective reporting systems. But those proposals would only require general 
information to be shared with the employee ― information that is insufficient to accurately 
determine PTC eligibility for an individual employee.39 Future proposals should instead seek to 
collect information from employers that is reliable and specific so that the employee can use it to 
understand whether they are eligible for marketplace subsidies instead. The Employer Coverage 
Tool could be a useful starting point, if employers were required to complete it and provide it to 
workers. 

Administration Actions Threaten to Raise Costs, Reduce Benefits for Workers 
Some low-income workers will likely face increased affordability challenges as a result of recent 

Trump Administration actions that will increase employees’ costs, reduce their benefits, or make it 
harder for them to access marketplace coverage when they lose employer coverage. 

• Expanding the use of HRAs. A rule from the Departments of Treasury, Labor, and Health and 
Human Services permits employers to replace traditional group coverage for all or some 
workers with a dollar contribution that could be combined with individual market coverage. 
The rule could exacerbate the affordability challenges of low-income workers. If employers 
that don’t offer coverage begin to do so using an HRA, as the Administration expects, some 
low-income workers who currently get a PTC could become firewalled by their new 
coverage offer. Even if those workers use their new HRA offer in the marketplace to enroll 
in the exact same plan, they’d likely need to pay much more ― as much as 10 percent of 
income for single coverage versus a sliding-scale expected contribution for family coverage. 
Having more low-income workers with coverage offers could also exacerbate the problems 
caused by the family glitch. 

• Increasing workers’ out-of-pocket costs. The Centers for Medicare and Medicaid Services finalized a 
rule that raises the limit on total out-of-pocket costs for many people with employer 
coverage, meaning families that experience costly illnesses or injuries would face an 
additional $400 a year in medical bills. The Administration finalized the policy even though, 

39 Senators Mark Warner and Rob Portman and Representatives Mike Thompson and Adrian Smith introduced S. 2366 
and H.R. 4070, the Commonsense Reporting Act of 2019, to establish prospective employer reporting to the Data 
Services Hub that the marketplace could access at the time of enrollment. 
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as the final rule itself notes, “all commenters on this topic expressed opposition to or 
concerns about the proposed change.”40 

• Requiring verification of job loss to enroll in marketplace coverage. A person can enroll in marketplace 
coverage outside the annual open enrollment period if they lose qualifying coverage, often 
because of job loss or a reduction in work hours. The Administration made it more difficult 
to access this special enrollment period by requiring pre-enrollment verification. 
Documentation can be difficult for people to produce in a timely way given other urgent 
concerns people have when they leave a job or experience a significant reduction in income.    

• Approving new association health plans (AHPs). The Administration opened a new gateway for 
employers to form private associations to provide health insurance that is exempt from some 
consumer protections found in the small group market. For example, AHPs could effectively 
discriminate based on health conditions by excluding certain essential health benefits 
required under other plans, like coverage of mental health treatment and prescription 
medications for costly conditions, since people who need those benefits would not sign up. 
In addition, an AHP could structure its membership rules and marketing tactics in ways 
more likely to attract healthier people and groups, while charging far more to others, such as 
small groups that are made up of women or older people, that work in professions deemed 
high risk, or that live in areas classified as higher cost. Portions of the rule were struck down 
in the U.S. District Court for the District of Columbia, but the Administration has appealed. 

40 Aviva Aron-Dine and Matt Broaddus, “Changes to Insurance Payment Formulas Would Raise Costs for Millions With 
Marketplace or Employer Plans,” Center on Budget and Policy Priorities, updated April 26, 2019, 
https://www.cbpp.org/research/health/change-to-insurance-payment-formulas-would-raise-costs-for-millions-with-
marketplace. 
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CHIS Making an Impact — 2019 
The California Health Interview Survey (CHIS) 
is the largest state health survey and one of 
the largest health surveys in the nation. 

Conducted by the UCLA Center for Health 
Policy Research (Center), CHIS interviews more 
than 20,000 households each year and collects 
health data on adults, teenagers and children to 
construct a detailed picture of California's 
diverse popu��on. 

CHIS data is used by state and local legislators 
and policymakers, academic researchers, 
advocacy groups, edu���nal in������
hospital groups, media, and others who value 
working with credible data. 

Highlights of CHIS in 2019 include: 

METHODOLOGY UPDATE 
CHIS completed a survey redesign for its 2019-
2020 cycle, evolving to both improve survey 
science and cover emerging health topics. The 
American Asso���on for Public Opinion 
Research (AAPOR) included the redesign in a 
recent report, Transitions from Telephone 
Surveys to Self-Administered and Mixed-Mode 
Surveys. For methodology presen��ons at 
AAPOR and the European Survey Research 
Asso���on (ESRA), see “Presen��ons and 
trainings” se��n. 

“It becomes like the Bible. 
It came out of UCLA; 

it came out of CHIS — 
you know it’s reliable.” 

– Richard Figueroa, ac�ng director of the 
California Department of Health Care Services, 

on how data from the California Health 
Interview Survey is used in reports, analysis, 

and brie�ngs for elected officials for policymakers. 

HEALTH IMPACT AWARD 

Ponce 

AcademyHealth awarded it�����ious 2019 
Health Services Research Impact Award to 
Center Director Ninez A. Ponce and the 
California Health Interview Survey for 
research that has had sign����impact on 
health and health care. 

CHIS INFORMING LEGISLATION 
The California legislature funded CHIS qu���ns 
in 2019-2020 to assess the extent of need for 
long-term services and supports (LTSS) for 
eligible older adults and individuals with 
physical and mental disabil��es. Center 
Research Sci��st Kathryn Kietzman and 
Associate Center Director Steven P. Wallace 
presented CHIS LTSS survey data at a bri��ng in 
Sacramento on Dec. 4. 

California Simu��on of Insurance Markets 
(CalSIM) projec�ons, which use CHIS data, were 
cited in a Legi���ve Analyst ��� report about 
Gov. Newsom's a��rdability proposals for the 
individual health insurance market and at a 
Feb. 12, 2019, state inform��onal hearing 
on the same topic. 

CalSIM ��mates were recently used to gauge 
the impact of rein���g the “individual 

Continued... 

http://healthpolicy.ucla.edu/chis/about/Pages/about.aspx
http://healthpolicy.ucla.edu/Pages/home.aspx
http://healthpolicy.ucla.edu/Pages/home.aspx
http://healthpolicy.ucla.edu/chis/design/Pages/2019-2020-methods.aspx
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1877
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1877
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1877
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=167
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=163
https://healthpolicy.ucla.edu/programs/health-economics/projects/CalSIM/Pages/default.aspx
https://lao.ca.gov/Publications/Report/3927
https://ahea.assembly.ca.gov/sites/ahea.assembly.ca.gov/files/Linda%20Lucia%20UC%20Berkeley%20Affordability%20hearing%20021219%20final2.pdf
https://www.academyhealth.org/page/hsr-impact-award-past-recipients
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=243


 
 

 
 

 

 
 

 

 
 

 

 
 

 
 

 
 

 
 

 

 
 

   
 

 

  
 

 
  

 

  
 

 
 

 

  
   

 

  

  
 

  
  

 

  

 
 

 

 
 

 
 

 
  

 
 

  
  

 

  
  

   
 

 

 
  

 

  
 

  

  
 

 

 
  

 
 

  
  

 

  

   
 

 
 

   

 

 

Continued from page 1 

mandate” and of expanding eligibility for Medi-Cal 
coverage for undocumented young adults. 

The California Health Bene�ts Review Program (CHBRP), 
which provides the state legislature with independent 
analysis of the medical, �nancial, and public health 
impacts of proposed health insurance bene�t mandates 
and repeals, uses CHIS in cost models and cites CHIS data 
in their analyses. 

(ACR1-Rob Bonta) The state resolu���condemning rule 
changes to the public charge design��on was chaptered by 
the California state secretary in September. Bonta used 
Center research in statements and����es about the 
harmful health and economic impacts of the rule change. 

(AB 766-David Chiu) The bill would ban retailers’ use of 16-
oz. beverage cups and cites a 2016 Center report that uses 
CHIS data on prediabetes and diabetes. 

(SB347-William Monning) The bill would require safety 
warnings on sealed containers of sugar-sweetened 
beverages and included CHIS data on diabetes. 

PROJECT FOR LOS ANGELES COUNTY DEPARTMENT 
OF PUBLIC HEALTH 
A Health DATA evalu��on launched in 2019 assesses 
tenant and landlord experiences with secondhand smoke 
and���tudes toward smoke-free housing policy in Los 
Angeles. The project used data from the California Health 
Interview Survey to assess tobacco-related health 
dispari����ong the city’s residents. Findings will be 
available spring 2020. 

USE IN RESEARCH AND ADVOCACY 

Fi�y-one percent of respondents surveyed about their use 
of CHIS data said they use it for policy analysis at the state 
and local level; the same propo��on use the data for 
advocacy work. Chronic diseases, gender, health 
insurance, and poverty are the most queried topics, but 
researchers also seek CHIS data on unique topics and for 
underrepresented popu��ons, to uncover trends — and 
dispari���— in health. 

About 75 academ����cles, reports or briefs using CHIS 
data have been published so far in 2019. Note: An asterisk 

(*) indicates Center-published research or journal articles 

authored or co-authored by Center researchers. 

Many of the journ����cles on public charge cited CHIS 
data from the 2018 Center fact sheet *Proposed Changes 

to Immigration 
Rules Could Cost 

California Jobs, 
Harm Public 

Health by Ninez A. 
Ponce, Laurel 
Lucia, and Tia 
Shimada. 

Public charge 
New Evidence 
Demonstrates 
That The Public 
Charge Rule Will 
Harm Immigrant 
Families and 
Others (Health 
���s Blog) 

Finalized Federal Rule Could Increase the Number of 
Uninsured in California (Insured the Uninsured Project, 
Aug. 14 blog post) 

Public Charge: Reducing the Chilling Effect on MediCal 
Participation Due to the 2018 Proposed Public Charge 
(UCLA Luskin School of Public ���s and California 
Immigrant Policy Center) 

The Trump Administration’s New “Public Charge” 
Immigration Rule Will Push Thousands of Californians Into 
Poverty and Hurt the State’s Health and Economy 
(California Budget & Policy Center) 

Implications of Changing Public Charge Immigration Rules 
for Children Who Need Medical Care (JAMA Pediatrics) 

Health insurance 
*Californians Maintain Health Insurance Coverage Despite 
National Trends (Center policy brief by Tara Becker, Ninez 
A. Ponce) 

*Reducing Access Disparities in California by Insuring Low-
Income Undocumented Adults (Center policy brief by 
Nadereh Pourat, Ana Ma��nez) 

*The State of Health Insurance in California: Findings from 
the 2015-2016 California Health Interview Survey (Center 
report by Shana Alex Charles et al) 

*California’s Steps to Expand Health Coverage and Improve 
Affordability: Who Gains and Who Will Be Uninsured? 
(UC Berkeley-UCLA report by Miranda Dietz, Laurel Lucia, 
Xiao Chen et al) 

Continued... 
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https://legiscan.com/CA/text/ACR1/id/2055115
https://legiscan.com/CA/bill/AB766/2019
https://legiscan.com/CA/bill/SB347/2019
https://healthpolicy.ucla.edu/programs/health-data/Pages/overview.aspx
http://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1789
http://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1789
http://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1789
http://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1789
http://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1789
http://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1789
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1873
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1873
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1873
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1873
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1873
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1873
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1873
http://www.itup.org/public-charge-health-care-in-california/
http://www.itup.org/public-charge-health-care-in-california/
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1875
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1875
https://luskin.ucla.edu/
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1894
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1894
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1894
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1874
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1874
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1872
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1872
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=1099
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1804
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1804
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=94
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=123
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1912
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1912
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=81
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1907
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1907
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=689


 
 

   
  

 

 
 

  
 

 

 
 

  
 

 

  
  

 
 

 
  

  
 

 

  
 

  
 

 
 

 

  
 

 

 
 

 
 

  
 

 
 

  
 

 

 
 

 
 

   
 

 
 

   
 

 

 
  

 

 
 

  
 

   
   

 

   
 

 
 

 
   

  
 

 
   

  
 

 
 

 
 

 
 

 
 

  
 

 
 

 
 

 
 

  
 

 

  
  
  

 
 

 
   

 
 

   
 

  

 

 

Continued from page 2 

*Source of Success in California's Individual Marketplace 
(by Petra Rasmussen, Gerald Kominski in Journal of Health 
Poli�s, Policy and Law) 

Immigration 
Uncertainty About DACA May Undermine Its Positive 
Impact on Health for Recipients and Their Children 
(Health����s) 

*Worse Mental Health Among More-Acculturated and 
Younger Immigrants Experiencing Discrimination: 
California Health Interview Survey, 2015–2016 (Altaf Saadi, 
Ninez A. Ponce in Journal of General Internal Medicine) 

Relevance of the “Immigrant Health Paradox” 
for the Health of Arab Americans in California 
(American Journal of Public Health) 

Chronic diseases 
California Health Care Almanac 2019 Edition ― 
Quality of Care and Chronic Conditions 
(California Health Care Found��on) 

Role of Food Insecurity in Prescription Delay Among 
Adults with Asthma: Results from the California Health 
Interview Survey (Journal of Asthma) 

Diabetes and Diabetes Care among Nonobese Japanese-
Americans: Findings from a Population-Based Study 
(Advances in Prev��ve Medicine) 

Climate Change and Health in California 
(N��onal Resources Defense Council) 

Smoking and e-cigarettes 
Flavored Tobacco Products: An Educational Roundtable 
(UC Davis Health Comprehensive Cancer Center) 

California Tobacco Facts and Figures 2019 
(The California Department of Public Health, 
California Tobacco Control Program) 

Race, Educational Attainment, and E-Cigarette Use 
(Journal of Medical Research and Innov��on) 

Mental health 

Monitoring Californians’ Mental Health: Population 
Surveillance Reveals Gender, Racial/Ethnic, Age, and 
Regional Disparities (Rand Health Quarterly) 

Weekly Working Hours and Mental Health Status in 
Different Occupations: Evidence From the 2015–2016 
California Health Interview Survey 
(Journal of Occup��onal and Environmental Medicine) 

Association Between Rural Residence and Nonfatal Suicidal 
Behavior Among California Adults: A Population-Based 
Study (The Journal of Rural Health) 

Women, teen, child health 
Disparities in Health Care Utilization Between Asian 
Immigrant Women and Non-Hispanic White Women in the 
United States (Journal of Women’s Health) 

*School Discipline Practices Associated with Adolescent 
School Connectedness and Engagement 
(Center policy brief by Susan H. Babey et al) 

Young Children Whose Parents Read with Them 
(Kidsdata, Lucile Packard Foundation) 

Underrepresented populations 
Transgender and Alternative Gender Measurement on the 
2018 General Social Survey (N��onal Opinion Research 
Center at the University of Chicago) 

Impact of Perceived Racism on Healthcare Access 
Among Older Minority Adults 
(American Journal of Preven�� Medicine) 

2017-2018 Border Health Status Report to the Legislature 
(California Department of Public Health, Office of 
Bin��onal Border Health) 

Hunger 

Struggling to Make 
Ends Meet: Food 
Insecurity in California 
(California Food Policy 
Advocates) 

Hunger in San Diego 
Snapshot: 2017 Food 
Insecurity Data Release 
(Hunger Free San 
Diego, San Diego 
Hunger Coali��) 

“This is one dot and 
it represents one 
person struggling 
with food insecurity” 
(LA County Food Bank) 

USE IN HOSPITAL COMMUNITY HEALTH 
NEEDS ASSESSMENTS 
CHIS data are used in dozens of community health needs 
assessments, which give inform��on on 

Continued... 
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https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1904
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=1427
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=144
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1816
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1816
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1902
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1902
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1902
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1876
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1876
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1887
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1887
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1898
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1898
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1898
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1834
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1834
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1883
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1892
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1890
http://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1870
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1831
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1831
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1831
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1896
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1896
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1896
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1822
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1822
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1822
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1832
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1832
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1832
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1843
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1843
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=211
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1880
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1893
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1893
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1824
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1824
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1913
https://cfpa.net/GeneralNutrition/CFPAPublications/FoodInsecurity-Factsheet-2019.pdf
https://cfpa.net/GeneralNutrition/CFPAPublications/FoodInsecurity-Factsheet-2019.pdf
https://cfpa.net/GeneralNutrition/CFPAPublications/FoodInsecurity-Factsheet-2019.pdf
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1915
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1915
https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1915
https://www.lafoodbank.org/stories/this-is-one-dot/
https://www.lafoodbank.org/stories/this-is-one-dot/
https://www.lafoodbank.org/stories/this-is-one-dot/
https://www.lafoodbank.org/stories/this-is-one-dot/


 
 

  
  

  
 

 
 

 
  

 

   
 

 
 

 

  
 

 

   
 

 

 
  

 
  

 
 

 
 

   
  

 
  

 
 

 

 
 

 
 

     
  

   
 

  

 
  

 

 
  

  
 

 

   

  
  
 

 

  
 
 

 
   

 

  
 

 
 

 

 

 
 

 

 
 

 
   

 

    
   

 
  

  
 

 
  

   
     

 
 

 

  

 

 

 

     
    
      

    
 

    
    
   

 

                                           
 

Continued from page 3 

what programs they can provide to meet the health needs 
of their commun��es. Some hospital systems using CHIS 
in their assessments include: UC San Diego Health; 
Kaiser Found��on Hospitals, Anaheim and Irvine; 
Cedars-Sinai; UCI Health; Dignity Health, California 
Hospital Medical Center; Memorial Care, Orange Coast; 
UCSF Benio��Children’s Hospital, Oakland; St. Francis 
Medical Center; Riverside University Health System; 
and Keck Hospital of USC. 

OTHER WEB DATABASES THAT INCLUDE CHIS DATA 
California Breathing County Asthma Data Tool 
(California Department of Public Health) 

����of Health Equity AskCHIS NE Dashboard 
(California Department of Public Health) 

The California Healthy Places Index 
(Public Health Alliance of Southern California) 

Presentations and 
trainings 
Center s�� shared a 
wealth of CHIS data at 
various local, state, 
n��onal and 
intern��onal 
conferences, seminars, 
and workshops. 

Feb. 1: Center Director 
Ninez A. Ponce, “The California Health Interview Survey -
Monitoring Universal Health Coverage in California” 
(2019 Annual Symposium of the China-USA Research 
Center for Life Sciences on Interdisciplinary Research 
with Global Public Health, hosted by the UCLA Fielding 
School of Public Health). 

Feb. 5: Ponce, “Mapping the Future of Health Reform: 
What's Next?” at the Insure the Uninsured Project 
conference in Sacramento, CA. 

Feb. 6: Health DATA Director Peggy Toy, “How to teach 
and empower diverse commun��es to access and use 
health data to develop health programs,” a career services 
presen��on at the UCLA Fielding School of Public Health. 

Feb. 19: Associate Center Director Nadereh Pourat and 
Emmeline Chuang, “Reducing Access Dispari�� in 
California by Insuring Low-income Undocumented 
Immigrants” for a Center Health Policy Seminar. 

March 7 and 12: Toy and student researcher Melissa 
Chimwaza taught Building Healthy Commun��es partners 

how to generate CHIS data and create graphics spe��c to 
their neighborhood in an online workshop. 

March 22: Ponce, “The role the California Health Interview 
Survey has in informing health policies that improve 
health and health equity among Californians” at a public 
lecture at the University of the Philippines Manila’s 
College of Public Health. 

April 17: Linda Diem Tran, Center associate and post-
doctoral fellow, Department of Veteran����� and 
Stanford University, "The Impact of Gentri���on on Adult 
Mental Health,” hosted by the UCLA Ziman Center for Real 
Estate at the UCLA Anderson School of Management. 

April 30: Ponce, "Hidden Id������dden Lives: When 
Data Obscures Health Dispari���at the Jacob Marschak 
Interdisciplinary Colloquium on Mathem��cs in the 
Behavioral Sciences at UCLA. 

May 14-15: CHIS Director Todd Hughes, “Using ACS Data 
to Construct and Visualize Small Area E��mates for the 
California Health Interview Survey” at the 2019 ACS Data 
Users Conference. 

May 16-19: Five presen��ons at American Asso���on for 
Public Opinion Research (AAPOR) by Hughes, CHIS 
Methodology Manager Brian M. Wells, and CHIS Assistant 
Director Royce Park in Toronto, Canada: 
 “Can mixed mode replace CATI RDD for complex 

surveys of diverse popu��ons? Results from ��eld 
experiment of the California Health Interview Survey” 

 “‘Responda hoy’: An experiment in recru��ng Spanish 
speakers for an ABS web survey” 

 “The importance of leveraging a parent’s in�uence in 
an ABS push-to-web survey of teenagers” 

 “No child��� behind: Advantages of asking about 
children before adults in a household web survey” 

 “Respondent accountability versus task complexity: 
A comparison of three within-household selec�on 
in����ons for a web-�rst survey” 

Continued... 

“The information you put together 
is such a driving force in how 

we can get to the ultimate goal to get 
health coverage for everyone in California. 

Thank you for the information 
that you generate, for your work. 

It's incredibly valuable to us.” 
Jim Wood, (D-Santa Rosa), 

Chair of the Assembly Health Co���ee 
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https://health.ucsd.edu/about/gca/Documents/UCSDH-CHNA-Full-Report-2019.pdf
https://about.kaiserpermanente.org/content/dam/internet/kp/comms/import/uploads/2019/09/Anaheim-and-Irvine-CHNA-2019.pdf
https://www.cedars-sinai.org/content/dam/cedars-sinai/community-benefits/documents/Community_Health_Needs_Assessment_2019.pdf
https://www.ucihealth.org/-/media/files/pdf/about/2019_community_health_needs_assessment_060419.pdf?la=en
https://www.dignityhealth.org/socal/-/media/Service%20Areas/socal/PDFs/2019-CHNA-CaliforniaHospitalMedicalCenter.ashx?la=en&hash=87BBA582B9BC9C90879A88D2ADF96AA774AB7A0A
https://www.dignityhealth.org/socal/-/media/Service%20Areas/socal/PDFs/2019-CHNA-CaliforniaHospitalMedicalCenter.ashx?la=en&hash=87BBA582B9BC9C90879A88D2ADF96AA774AB7A0A
https://www.memorialcare.org/sites/default/files/media/06302019%202019%20Community%20Health%20Needs%20Assessment%20Orange%20Coast%20Medical%20Center.pdf
https://www.childrenshospitaloakland.org/Uploads/public/documents/publishing/community-health-needs-assessment-report-USCF-BCHO-2019.pdf
https://stfrancis.verity.org/SFMC/files/SFMC-CommunityHealthAssessment.pdf
https://stfrancis.verity.org/SFMC/files/SFMC-CommunityHealthAssessment.pdf
https://www.rivcoph.org/Portals/0/CHA_Final_RivCo.pdf?ver=2016-03-14-140825-950
https://www.keckmedicine.org/wp-content/uploads/2019/08/Keck-Hospital-of-USC-2019-CHNA-1.pdf
https://www.cdph.ca.gov/Programs/CCDPHP/DEODC/EHIB/CPE/Pages/CaliforniaBreathingCountyAsthmaProfiles.aspx
https://www.cdph.ca.gov/Programs/OHE/Pages/AskCHISNE-Dashboard.aspx
https://healthyplacesindex.org/about/
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=243
https://ph.ucla.edu
https://ph.ucla.edu
https://healthpolicy.ucla.edu/programs/health-data/Pages/overview.aspx
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=90
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=94
https://www.youtube.com/watch?v=qRpB_ZcQrXM
https://www.youtube.com/watch?v=qRpB_ZcQrXM
https://www.youtube.com/watch?v=qRpB_ZcQrXM
http://healthpolicy.ucla.edu/chis/bhc/Pages/default.aspx
http://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=1310
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=1378
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=1437
https://healthpolicy.ucla.edu/about/staff/pages/detail.aspx?StaffID=405


 
  

 
  

 

 
 

 
 

 
 

 
   

 
 

  
 

 
  

 
 

 

 

 

  
 

   
 

   
 

 

  
   

 

  
   

 

 
   

 

 
 

 

   
 

 

   
 

  
  

 

 
 

 
 

   

  

 

 

  
 

   
 

  

     
          

 

   
   
  
     
  
  
  

 
   
  
  

  
  
   
  
   
  
            

 
  

 
  
  
   

 
 

  
 

        
          
        

        
 

   
  
  
    
  
  

 

 

Continued from page 4 

July 18: Hughes, “Finding e����ve ways to encourage 
teens to���cipate in a web-push survey" and “Innov��ng 
a mu��-mode design for a diverse, mu��lingual popu��on: 
Results from a �eld experiment of the California Health 
Interview Survey” at the European Survey Research 
Asso���on. 

Oct. 16: Ponce, “Workshop on Aging & Health: How to Use 
Data to Find Stories,” hosted by the Asso���on for Health 
Care Journalists, Los Angeles, CA. 
Oct. 24: Ponce and Hughes, “California Health Interview 
Survey 2018 Data Release” for a Center Health Policy 
Seminar. 

Nov. 2-6: Fi�een papers and sessions that featured CHIS 
data were presented by researchers at the American 
Public Health Asso���on 2019 annual mee��g. Copies of 
more than 400���cles and publi���ns  CHIS data were 
disseminated to me��g a�endees at the Center’s exhibit 
booth. 

External CHIS presentation 
April 16: The Stanford Maternal & Child Health Research 
In��te (MCHRI) seminar, “The Health and Well-being of 
Children in Immigrant Families: Understanding the Impact 
of N��onal Immig��on Policy” 

MEDIA COVERAGE 
About 60 media stories featured CHIS research this year. 
A sampling: 

“‘Pit of In���on’: A Border Town’s Crisis Has Nothing to 
Do With Migrants” (The New York Times) 

“Diab���mpu���ns A ‘Shameful Metric’ of Inadequate 
Care” (Health Leaders Media) 

“College students, seniors and immigrants miss out on 
food stamps. Here’s why.” �����s) 

“Diabetes nearly double for Japanese Americans” 
(EurekAlert!) 

“Winters mom struggles to maintain her food supply” 
(Daily Democrat) 

“Emo�onal Support May Help Reduce Health Dispari�es, 
Says Study of Valley Cancer Survivors” (Valley Public Radio) 

“California woman is unable to get insurance – so she took 
her health into her own hands” (Fresno Bee) 

“��er Losing a Partner, a Search for Companionship” 
(CALm��ers, KPBS, KPCC, KQED and Capital Public Radio-
California Dream Series) 

“California Becomes First State to Require Healthy Drinks 
on Kids' Restaurant Menus” (Moms Rising) December 2019 

AskCHIS© 

More than 1.43 million queries have been made using 
the web query tool AskCHIS© since 2003. 

Lifetime queries 1,425,903 
Total indicators queried (12 months)*: 82,607 

Top indicators: 
 Current Smoking Status – Adults 
2. Ever diagnosed with diabetes 
3. Body Mass Index – 4 level (adult only) 
4. Currently insured 
5. Ever diagnosed with asthma 
6. Likely has had serious psychological distress during 

past year 
7. Ever told has pre- or borderline diabetes 
8. Time since last dental visit 
9. Ever diagnosed with heart disease 
10. Ever diagnosed with high blood pressure 
11. Health status 
12. Food insecurity (ability to a��rd enough food) 
13. Poverty level 
14. Covered by Medi-Cal 
15. Smoked e-cig���e in past 30 days 
16. Type of current health insurance coverage – 

all ages 
17. Saw any health care provider for emo���-mental 

and/or alcohol-drug issues in past year 
18. Overweight for age (does not factor height) 
19. Ever seriously thought about comm��� suicide 
20. Have usual place to go to when sick or need  

health advice 

AskCHIS Neighborhood Edition© 

Lifetime queries: 122,239 
Total indicators queried (12 months)*: 24,753 
Total geographies queried: 165,842 
12-month geographies queries: 35,844 

Top indicators: 
1. Adult Diabetes 
2. Adult Asthma 
3. Currently Smoking Status – Adults 
4. Adult Obesity 
5. Adult Food Insecurity 

*Period from Dec. 1, 2018 to Dec. 1, 2019 
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https://www.youtube.com/watch?v=zsS8iQTLxqk
https://www.youtube.com/watch?v=zsS8iQTLxqk
http://healthpolicy.ucla.edu/newsroom/Documents/2019/UCLACHPR-APHA2019-calendar.pdf
http://med.stanford.edu/content/dam/sm/mchri/documents/about/events/MCHRI%20Seminar%20Series%20Flyer%204-1-19.pdf
http://med.stanford.edu/content/dam/sm/mchri/documents/about/events/MCHRI%20Seminar%20Series%20Flyer%204-1-19.pdf
http://med.stanford.edu/content/dam/sm/mchri/documents/about/events/MCHRI%20Seminar%20Series%20Flyer%204-1-19.pdf
https://www.nytimes.com/2019/02/09/us/calexico-new-river.html
https://www.nytimes.com/2019/02/09/us/calexico-new-river.html
https://www.healthleadersmedia.com/clinical-care/diabetic-amputations-shameful-metric-inadequate-care
https://www.healthleadersmedia.com/clinical-care/diabetic-amputations-shameful-metric-inadequate-care
https://calmatters.org/projects/california-food-stamp-gap-seniors-students-immigrants-calfresh/
https://calmatters.org/projects/california-food-stamp-gap-seniors-students-immigrants-calfresh/
https://www.eurekalert.org/pub_releases/2019-09/uot-dnd090919.php
https://www.dailydemocrat.com/2019/08/17/winters-woman-a-low-income-mom-struggles-to-maintain-her-food-supply/
https://www.kvpr.org/post/emotional-support-may-help-reduce-health-disparities-says-study-valley-cancer-survivors
https://www.kvpr.org/post/emotional-support-may-help-reduce-health-disparities-says-study-valley-cancer-survivors
https://www.fresnobee.com/news/local/article235861117.html
https://www.fresnobee.com/news/local/article235861117.html
https://grayingcalifornia.org/stories/lgbt/
https://www.momsrising.org/blog/california-becomes-first-state-to-require-healthy-drinks-on-kids%E2%80%99-restaurant-menus
https://www.momsrising.org/blog/california-becomes-first-state-to-require-healthy-drinks-on-kids%E2%80%99-restaurant-menus


By Abigail R. Barker 

Effect Of Population Size On 
Rural Health Insurance Premiums 
In The Federal Employees Health 
Benefits Program 

ABSTRACT In the study of health insurance access and affordability in 
rural areas, a recurring issue is to understand the challenges that 
programs based upon the competitive market model, such as the 
Affordable Care Act’s Marketplaces, may experience in less populated 
areas. This article analyzes data for 2013–16 from the Federal Employees 
Health Benefits Program, focusing on premium and enrollment data for 
“state-specific” plans—which offer insurance policies and set premiums at 
the regional level. In nonmetropolitan counties, each additional plan 
enrollee was associated with a $0.10 lower per capita biweekly premium, 
whereas this effect was trivial in metropolitan counties. Low health care 
provider counts were not associated with higher premiums in 
nonmetropolitan areas, nor was the degree of insurer competition an 
important predictor of premiums. However, there was substantial 
correlation over time, which suggests that some variables may be viewed 
less as sources of premium variation and more as influencing long-term 
premium levels. These findings suggest that small risk pools may 
contribute to the challenges faced by private plans in rural areas, 
in which case risk reinsurance is a potential policy solution. 

T
he Federal Employees Health Ben-
efits (FEHB) Program, which be-
gan in 1960,1 was the first publicly 
funded health insurance program 
to explicitly feature a competitive 

marketlike structure to provide a variety of cov-
erage options to consumers while controlling 
costs. While the program is limited to federal 
employees, retirees, and their families, other 
programs such as Medicare Advantage and the 
Affordable Care Act (ACA) Marketplaces have 
since expanded the concept s reach. In 2018 
more than forty-one million Americans obtained 
health insurance coverage through one of these 
three markets that are regulated and, in many 
cases, subsidized by the federal government.1 3 

While popular for the promised advantages 
that competition may bring, marketlike mecha-

nisms also create challenges in less populated 
coverage areas. Evidence from the federally fa-
cilitated and state-based Marketplaces suggests 
that premiums in rural counties are higher and 
have grown faster over time than those in urban 
areas.4,5 In the Medicare Advantage program, 
urban premiums are lower, on average, and 
95 percent of urban enrollees have access to a 
zero-premium plan, while only 73 percent of ru-
ral enrollees do.6 The lower population densities 
of rural counties may be problematic for insurers 
because the original function of any insurance
to smooth risk may be hindered by having small 
numbers of covered lives over which risk can be 
spread. In addition, there is often a provider 
shortage in places with low population density,7 

which makes the formation of adequate net-
works more difficult and perhaps more costly. 
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This may be further exacerbated by the limited 
scale of operations that characterizes many rural 
providers.8,9 All of these effects contribute to the 
observed patterns of low health insurance plan 
participation and higher average premiums in 
many rural areas. 
Thus, an important policy question from a ru-

ral perspective is how to define network adequa-
cy standards that are neither so stringent that 
plans cannot comply, given the availability of 
providers, nor so relaxed that plans can satisfy 
the standards even while bypassing local pro-
viders who may be preferred by consumers. A 
related point is that payment methodologies 
might not adequately reflect the additional cost 
of network formation in some rural areas, or the 
possibility that rural providers operating below 
what may be termed efficient scale must charge 
more to cover their total costs. In this article I 
examine the relationship between FEHB Pro-
gram premiums and several county-level popu-
lation-related measures, to provide empirical 
evidence on these questions. 

Study Data And Methods 
Data Sources And Definitions I obtained 
FEHB Program premium and enrollment data 
for 2013 16 from the Office of Personnel Man-
agement (OPM), which administers the pro-
gram, via a Freedom of Information Act request. 
I focused on the full (employer plus employee) 
biweekly premiums charged for individuals 
and families. I calculated total enrollment as a 
weighted average of individual and family enroll-
ment, using OPM files on average family size, 
and created an effective per capita premium for 
each plan-county-year. 
I used enrollment data to calculate the Herfin-

dahl-Hirschman Index (HHI), a common mea-
sure of market concentration that accounts for 
the relative size distribution of firms in a market, 
approaching 0 when a market consists of a large 
number of firms of roughly equal size and reach-
ing a maximum of 10,000 when a market is con-
trolled by a single firm.10 The HHI increases both 
as the number of firms in the market decreases 
and as the disparity in size among those firms 
increases. Thus, it rises as markets become less 
competitive. After computing the HHI with all 
(parent) issuers included, I removed several 
large national plans from the study because 
they set premiums at a nationwide level and must 
offer coverage in every US county. This allowed 
me to examine firms behavior in rural areas in 
contrast to urban areas. 
I focused on the behavior of the 173 state-

specific plans offered by fifty-six parent compa-
nies, each of which can choose its service area 

(the set of counties within a state in which an 
insurance company offers a particular health 
plan)11 and set premiums accordingly. Note that 
this means that the plans in this study were mak-
ing pricing and other decisions in markets that 
may have been dominated by one or two national 
plans12 or in markets with substantial state-
specific plan activity. The data were analyzed at 
the plan-county level because rural counties are 
often marginal when a plan is determining its 
service area, and county-level characteristics and 
expected enrollment in an included county may 
influence premiums charged throughout the ser-
vice area.13 

Several population-related measures, at both 
the county level and the plan s service-area level, 
were calculated from data for 2015 16 from the 
Area Health Resources Files, maintained by the 
Health Resources and Services Administration. 
Service-area variables were summed or averaged 
over the counties in the same state where a given 
plan was offered. These measures included pop-
ulation; population density per square mile; and 
numbers of primary care physicians, specialists 
involved in patient care, and hospital beds. Oth-
er variables from the University of Wisconsin 
Population Health Institute s 2018 County 
Health Rankings14 that controlled for health in-
cluded the mortality rate (deaths per 1,000 pop-
ulation), percentage of the population in fair or 
poor health in 2016, and years of potential life 
lost due to health conditions in 2016. 
Model Design If the size of the risk pool is a 

contributing factor in explaining premium vari-
ation, I hypothesized that enrollment counts 
would be significant. If issues relating to scale 
of operations matter, then the county population 
per physician might be significant. If costs asso-
ciated with forming networks are a contributing 
factor, then provider availability, measured by 
density per square mile, would be significant. 
Each of these variable combinations was calcu-
lated at the county and the service-area levels. 
Service-area variables could particularly affect 

premiums in nonmetropolitan areas because 
service areas that include nonmetropolitan areas 
usually encompass nearby metropolitan areas.15 

Exhibit 1 shows the variable definitions chosen 
to reflect certain hypothesized relationships be-
tween enrollment counts and premiums. 
Using 2013 Urban Influence Codes from the 

Department of Agriculture s Economic Research 
Service,16 according to which counties are sub-
divided based on their population size and adja-
cency to other county types, I identified counties 
as metropolitan (code 1 or 2), corresponding to 
urbanized areas with at least 50,000 people; mi-
cropolitan (code 3, 5, or 8), corresponding to 
urbanized areas with at least 10,000 but fewer 
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Exhibit 1 

Population and provider variables and their interpretations 

Variable Interpretation 
Plan enrollment in county Higher county enrollment means that the risk of high-cost enrollees can 

be shared across more consumers. Costs of providing adequate 
networks, which often require contracting with local primary care 
providers, also can be shared across more consumers, thus possibly 
lowering premiums. 

Plan enrollment in service area Higher service-area enrollment means that the risk of high-cost 
enrollees and network administrative costs can be spread out over 
more consumers, thus possibly lowering premiums. 

Population in county or service area 
(thousands per primary care physician) 

Higher values may indicate that providers can operate on more efficient 
scales, thus lowering per patient treatment costs which in turn 
could mean lower premiums. 

Primary care physicians per square mile in 
county or service area 

Higher values mean more options for the plan to satisfy a given network 
adequacy criterion and thus could mean lower premiums. 

SOURCE Author s analysis.  NOTE The service area is the county or counties within a state in which an insurance company offers a 
particular health plan. 
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than 50,000 people; or rural noncore (code 4, 6, 
7, or 9–12), areas that are neither metropolitan 
nor micropolitan and might or might not be 
adjacent to a more populated county. I controlled 
for metropolitan and micropolitan status as gen-
eral indicators of economic activity beyond that 
captured by capacity variables specific to the 
health care industry (physician counts and num-
ber of hospital beds) or by volume variables 
(population counts and density, health mea-
sures, and per capita income) on the demand 
side. The reason for controlling for micropolitan 
status, given that these counties are typically 
categorized as rural, is that they are often hubs 
of health care access for residents of rural non-
core counties. A descriptive analysis of premium 
and enrollment data was followed by a multivar-
iate regression analysis using SAS PROC MIXED 
to analyze the panel data. (For technical details, 
see online appendix A.)17 The natural log of the 
per capita premium was the dependent variable 
because premium data, like most cost data, tend 
to be skewed and non-normal. I began with a 
model that included all county descriptors and 
all primary care and specialist variables (with 
varying denominators), but after testing for mul-
ticollinearity, I removed some variables. I expo-
nentiated the resulting estimates and evaluated 
the model at the means of all regressors to pro-
duce findings in standard dollar units. All anal-
yses were conducted using SAS, version 9.4. 

Limitations This analysis had some limita-
tions. First, the FEHB Program is a unique mar-
ket for several reasons: Federal employees might 
not be a representative group; the level of cost 
sharing is high and fairly uniform, and it does 
not depend on the subscriber’s income; and the 
presence of national plans that must choose pre-

—

miums at a national level of geography changes 
the landscape for all other plans in a manner 
that has no counterpart in other market-based 
programs such as Medicare Advantage and the 
Marketplaces. 
Second, the data were extremely autocorre-

lated, meaning that each year’s premium for 
each plan in each county depended heavily on 
the prior year’s data. This model primarily ad-
dressed premium variation and thus was not able 
to explain long-term differences in premium 
levels. 
Third, provider variables were not measured 

separately in each year, so the effect of long-term 
trends in terms of provider shortages might not 
be fully captured by this analysis. 
Finally, I accounted only for physicians, not 

for other providers involved in primary care, 
because of licensing and practice variation 
across states and over time. Because nonphysi-
cian professionals are relied upon in many rural 
areas, this may have affected the magnitude of 
some findings. 

Study Results 
Among the 1,167 metropolitan counties, 1,055 
(90.4 percent) had state-specific plans available 
in 2014–16, while 515 of 641 micropolitan coun-
ties (80.3 percent) and only 734 of 1,335 rural 
noncore counties (55.0 percent) did (exhibit 2). 
In 2016 metropolitan counties with state-specific 
plans had, on average, 9.66 participating plans, 
compared to 3.61 and 2.26 in micropolitan and 
rural noncore counties, respectively. This study 
did not model the choice to include or exclude a 
county in a service area, so all results should be 
interpreted on that basis. In general, both non-



metropolitan county types had worse health in-
dicators, lower incomes, and larger land areas 
than metropolitan counties did. In terms of pop-
ulation and provider measures, metropolitan 
counties had significantly higher population 
density and numbers of primary care providers, 
specialists, and hospital beds. The HHI was 
somewhat lower in metropolitan counties 
(4,995) than in micropolitan and rural noncore 
counties (5,282 and 5,228, respectively), which 
indicates slightly more competition in metropol-
itan counties. Average per capita premiums were 
similar: $220.76 in metropolitan counties, com-
pared to $218.49 in micropolitan and $215.69 in 
rural noncore counties. Average state-specific 
FEHB Program enrollment (summed over all 
plans within a county) across county types was 
dramatically different, with 1,085.9 people cov-
ered in metropolitan counties18 compared to 
34.0 and 15.0 in micropolitan and rural noncore 
counties, respectively. 
Several variables were significant, although 

many had a trivial impact on the dollar value 
of the per capita premium. First, the average 
biweekly baseline premiums were very similar 
in the three types of counties, as noted above, 
and compared to rural noncore counties, micro-
politan status made no significant difference in 
the average premium (exhibit 3). Mortality was 

significant in both sets of counties, with each 
additional death per 1,000 population being as-
sociated with a $2.62 (metropolitan counties) or 
$2.67 (nonmetropolitan counties) increase in 
premiums. 
Market concentration, measured by the HHI, 

was statistically significant but trivial ($0.00, 
rounded off to the nearest cent) in association 
with the per capita premium in metropolitan 
counties and was not associated with the non-
metropolitan per capita premium. There was 
a significant negative relationship between a 
plan s enrollment in a nonmetropolitan county 
and the premium charged. Each additional en-
rollee in a nonmetropolitan county was associat-
ed with a $0.10 reduction in the average biweekly 
premium, whereas this relationship was trivial 
in metropolitan counties. Meanwhile, one addi-
tional primary care physician per square mile in 
a nonmetropolitan county was associated with 
a biweekly premium that was higher by almost 
$42, while for the metropolitan-county model 
this effect was estimated at −$0.11. The absolute 
size of these estimates is misleading, however, 
since 95 percent of nonmetropolitan counties 
have 0.0 0.11 primary care physicians per 
capita which means that a one-unit increase 
is not realistic. The important point is that geo-
graphic density of providers played a far greater 

Exhibit 2 

Descriptive characteristics of US counties, by county geographic type, 2014 16 

County type 

Metropolitan 
(n 1,167) 

Micropolitan 
(n 641) 

Rural noncore 
(n 1,335) 

Counties with state-specific plans 1,055 515 734 
Average state-specific plans per county 
All counties 8.73 2.88 1.24 
Counties with state-specific plans 9.66 3.61 2.26 

Average FEHB Program state-specific enrollment in 2016 1,085.9 34.0 15.0 
Average Herfindahl-Hirschman Index in 2016a 4,995 5,282 5,228 
Average mortality (deaths per 1,000 population) in 2016 4.20 4.78 5.44 
Average premature mortality (years of potential life lost) in 2016 7,092 7,924 8,571 
Average percent of population in fair or poor health 15.8 17.3 17.3 
Average county land area (square miles) 867 1,180 1,624 
Average population density per square mile 683.5 76.1 35.3 
Average number of: 
Primary care physicians 203.9 28.9 8.8 
Patient care specialists 276.2 20.1 3.1 
Primary care physicians per square mile 0.65 0.05 0.01 
Hospital beds 758.5 142.6 44.5 

Average per capita income ($) 41,660 38,062 37,201 
Average per capita biweekly premium in 2016 ($) 220.76 218.49 215.69 

SOURCE Author s analysis of Federal Employees Health Benefits (FEHB) Program 2016 premium and enrollment data, Area Health 
Resources Files (2015 16) data, and 2018 County Health Rankings data. NOTE County types are defined in the text. aThe 
Herfindahl-Hirschman Index (0 10,000) is a  measure of market concentration  that  accounts for the relative size distribution of 
firms in a market; see the text for details. 
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role in explaining premium variation in nonmet-
ropolitan counties than in metropolitan coun-
ties. Furthermore, the effect for nonmetropoli-
tan counties was positive, which suggests that 
the presence of more providers in a geographic 
area was associated with higher premiums. The 
estimated coefficients pertaining to physicians 
in exhibit 3 cannot be directly compared to each 
other because the units of the explanatory vari-
ables differ, but an additional analysis that used 
standardized regressors showed that of the four 
physician supply variables included, the two 
most influential in the nonmetropolitan model 
were primary care physicians per square mile in 
the county and in the service area (see appen-
dix B).17 Physician variables were of trivial im-
portance in the metropolitan model relative to 
nonphysician variables, such as hospital beds. 
The results for primary care physicians only are 
reported in exhibit 3; using the sum of primary 
care and specialist physicians did not alter any 
findings. 
The autoregressive parameter estimate was 

approximately 0.73 (with a possible range from 
0 to 1, with 1 indicating perfect year-to-year cor-
relation), which means that average per capita 

premiums were highly correlated with those in 
previous years (data not shown).19 Furthermore, 
there was some endogeneity in the model be-
cause of the interaction between premium and 
enrollment, although the reduced form was still 
appropriate given the research objective. Also, 
because enrollees pay only 25 28 percent of the 
premium themselves,1 this effect is diminished 
as enrollees worry less about price than they 
otherwise would.20 Moreover, a per capita aver-
age premium was used, which is not the same as 
the advertised premium to which each consumer 
responds. 

Discussion 
This article identified several sources of FEHB 
Program premium variation in rural areas, in-
cluding mortality rates, number of plan enroll-
ees, primary care physician density, and number 
of hospital beds. The number of plan enrollees 
and primary care physician density were much 
more important in the nonmetropolitan model 
than in the metropolitan model. The hypothesis 
that greater market concentration would be as-
sociated with higher premiums was not sup-

Exhibit 3 

Marginal effects of selected variables on average per capita biweekly premiums in the Federal Employees Health Benefits 
Program, 2013 16 

Metropolitan 
counties 

Nonmetropolitan 
counties 

Variable 
Marginal 
effect ($) p value 

Marginal 
effect ($) p value 

Baseline (intercept) 168.75 <0.0001 168.10 <0.0001 
Micropolitan status a a 2.34 0.0606 
Deaths per 1,000 population 2.62 <0.0001 2.67 <0.0001 
Per capita income (thousands) 0.14 0.0005 0.10 0.1544 
Percent of the population in fair or poor health (range is 0 100%) 0.16 0.1741 0.23 0.1250 
Herfindahl-Hirschman Index (range is 0 10,000)a 0.00 <0.0001 0.00 0.5646 
Plan enrollees in: 
County 0.00 <0.0029 0.10 <0.0001 
Service area 0.00 <0.0001 0.00 <0.0001 

Primary care physicians per square mile in: 
County 0.11 <0.0001 41.71 0.0298 
Service area 0.45 <0.0001 9.61 <0.0001 

Population (1,000s) per primary care physician in: 
County 0.32 0.3166 0.44 0.1675 
Service area 0.76 0.4795 1.37 0.1242 

Hospital beds per 1,000 population in: 
County 1.34 <0.0001 0.20 0.3926 
Service area 1.73 <0.0001 1.73 0.0002 

SOURCE Author s analysis of Federal Employees Health Benefits (FEHB) Program 2016 premium and enrollment data, Area Health 
Resources Files (2015 16) data, and 2018 County Health Rankings data. NOTES Service area is defined in the notes to 
exhibit 1. Metropolitan counties are defined  in  the text.  Nonmetropolitan counties are either micropolitan or rural noncore 
counties (also defined in the text). The marginal effect is derived by exponentiating the raw (logged) estimates from the 
regression analysis evaluated at variable means. The Herfindahl-Hirschman Index is explained in the text. aExcluded from this model. 
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ported by this analysis. This is likely due in part 
to the fact that the state-specific plans in the 
FEHB Program market must be responsive to 
premiums set by the nationwide plans. This 
could help explain the relationship between 
mortality and premiums, since national plans 
set premiums based upon national data, while 
state-specific plans can incorporate local or 
regional mortality data to determine optimal 
premiums. However, the degree to which they 
can do this depends upon how dominant the 
national plans are in an area. 
Of the physician supply variables, the measure 

of primary care physicians per square mile in a 
nonmetropolitan county (exhibit 3) was signifi-
cant and the most sizable. The corresponding 
variable at the service-area level was also signifi-
cant but much smaller in size. However, the pos-
itive coefficients in the nonmetropolitan model 
did not support the hypothesis that adding pri-
mary care providers per square mile would make 
it easier for plans to satisfy network adequacy, 
which might in turn translate to lower premi-
ums. It may be that a significant difference in 
physician density sometimes occurs as a result of 
proximity to a larger urban area with higher av-
erage prices, although versions of the model that 
used additional interaction effects did not iden-
tify the mechanism. Other possibilities are that 
there is some supply-induced demand, or con-
versely that lack of easy access inhibits patients 
from using care. It is possible that FEHB Pro-
gram plans add available physicians to their net-
works when possible and factor this additional 
cost into the premium as an attribute FEHB Pro-
gram consumers may prefer. The nonsignificant 
effects of the county and service-area population 
per physician variables failed to support the 
notion that a lack of efficient scale for providers 
leads to premium increases. 
The fact that a plan s enrollment in a nonmet-

ropolitan county was associated with a reduced 
premium provides evidence that insurers in-
crease the price of a plan to account for the risk 
of outliers in a group of enrollees, so that in small 
geographic areas with few enrollees, the average 
effect is higher. In fact, the coefficient for this 
variable was much larger in the nonmetropolitan 
model than in the metropolitan model, which 
corroborates this hypothesis. Because plans de-
cide on including counties in their service area at 
this level, it is likely that counties with too-small 
potential enrollment are excluded from the ser-
vice area altogether. Estimates at the service-area 
level, where network administration costs might 
be more likely to be spread over enrollment, were 
significant but trivial, which suggests that these 
costs might not be a significant factor in premi-
um variation. 

Even though fluctuations in market concen-
tration were not important in predicting year-
to-year premiums, persistent market concentra-
tion could create consistently high premiums. 
This could explain the trivial findings for the 
HHI variable in this analysis. Persistent market 
concentration on the health care delivery side
for example, among hospital systems is also 
likely a contributing explanation.21 In general, 
because market-based insurance implicitly as-
sumes a dynamic environment, policy makers 
may view this as cautionary evidence. 

Conclusion 
The strong association of the county enrollment 
variable with the premium suggests that a useful 
policy for promoting affordable insurance in 
rural areas is reinsurance, which could help 
mitigate the risk of high-cost outliers in small 
geographic areas. 
Although I did not detect the expected rela-

tionship between low total population per pro-
vider (a proxy for a smaller-scale provider) and 
higher premiums, this may be due to the exclu-
sion of such providers from networks instead 
of including them at higher cost. Changes to 
payment policy (across government programs) 
could help rural providers cover fixed costs such 
as rent, equipment, and electronic medical rec-
ord software. While premium variability is fairly 
limited within the FEHB Program, for reasons 
discussed above, it is a much more prevalent 
issue in Medicare Advantage and the ACA Mar-
ketplaces.5,22 All of these markets could benefit 
from additional policies that support the rural 
health care workforce. Ensuring that there is 
a sufficient number of providers is a necessary 
step in building a market-based health insurance 
program that will function well in rural areas. 
Many of the 601 rural noncore counties with no 
state-specific plans which also have few Market-
place issuers have severe provider shortages. 
While this analysis did not control for network 

adequacy standards, which differ by state, the 
idea that complying with such standards repre-
sents an increased cost for plans was not sup-
ported. Generally, this suggests that there may 
be room to strengthen adequacy standards. How-
ever, it is possible that the challenge of comply-
ing with the standards could be one reason why 
many rural counties have no state-specific plan 
offerings. In many of those counties, the number 
of potential enrollees is quite small, making the 
cost high relative to potential gains. Further re-
search to better quantify the standards and their 
enforcement is needed to better understand 
their full impact. ▪ 
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1 
Pim = max {min {695 Ai + 347.5 Ci , 2085} , 0.025 (Ii − Fi)}
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������ ( �$�ˆ i°� �$��  ���� ˆ Piˆ �� ��� �$� � i°� �	���
  �������ˆ ������� ̋  ��� 

����
  ����$� �	� ��� ���	�� ������� �	 #��� �	�� ̋ �	6�  �� ���� # 	$�� ̋ � ������˝�� 

� ��� ���� ����	 �
 ��	�� �

�  � ����
 ��� �������� ����˘ˇˆ 
�� ̇ ˝ 
��˛��		°� Ii �

��  � ̃ ���˛
� �� �� 
� !���� ����˜
� "#��# �� ̋ ��˝��
� �  #
 ����$����	 ̃ ���� 
 

�� �
˛�
� �� �� �� 
� !���� ����˜
 ˝	�� �� �%
� ��
�!� ����˜
 ���  �%&
%
˜˝  �� 
�
� ˆ 

9 



	

�� i�� ���� ���	 (LCBPi � 

� 
Σ12 � 

Pi = min m=1 Pim , LCBPi 
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/!� � � ̨ 	  9˙ �˘ ���:
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"�  �� % (˛% �� ˆ� �˛° � /�%(ˆ�˛��% 3 ���˛�% �����˙� !(�ˆ�
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�% ��  ���� �� ��  �˛� 	˛� % ˛� "�  ��   °� �(   ����� � "ˆ	�" � ˙ˆ�' ˝� �  
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�� ˆ	ˆ$ˆ	�˛�� "�� <�  �� ˛�  �ˆ�� 	 � ˆ	ˆ$ˆ	�˛� �˛° � ����˘ ˛� " �� ˛� ˛�˛� ˛	 
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������� �	� ����	� �� ��"�� �� �� 	�� i  � �������� �
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� �� 

C  �� Z% 
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Pr  (Ci(1) ≤ m) ≤ Pr  (Ci(0) ≤ m) ∀m ∈ {0, 1, ..., 24} �'������  �� .�����˘ ˜,,9 % '�# 
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˘�	ˇ ����	�� �ˇ	������� ��ˆ��	���� 

˙��� ˇ	�	 	���� �̋  ����������˝ ��  �� ���˛���	� ��� ��� �	� °�����ˆ� �ˆ ��
 

��� �� ��˜�˝  ��  � 	 � ��� ˛���  �!����� �� �ˇ� 	� ��� �˜��  �� �������  �� ��	  ���
 ����  
°�"#
 	˘ �  ��� ˇ�� $ ����˝  ��  ��� ˇ�� %� ��� ���  �&�� ˝ ������� ���  �� �� �	��˛ 

��� � 	˘  ��� ˇ��   ��  ��� ��  	  �� ��� ��ˇ��  °������  �� 'ˇˆ���˝ ())*
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��˝� � � ��������	 !�� + �� ����� �� � °�ˇ� � �° ��� ���������ˆ ���������	 ° 
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denote the 95% confidence interval based on standard errors that are clustered by household. 

˙˝ 



F�����  �	
 ��������� �� ��������� ��������� �˘��� �  �� ˇ���� 

Percentage Effect: 1% Percentage Effect: 3% 

Po
w

er
 (%

) 
Po

w
er

 (%
) 

Po
w

er
 (%

) 
Po

w
er

 (%
) 

50
 6

5
80

 
35

 4
5 

55
 

15
 2

2.
5 

30
 

5.
5 

6.
5 

7.
5 

Po
w

er
 (%

) 
Po

w
er

 (%
) 

30
40

50
 

8 
12

 
16

 

20 30 40 50 60 20 30 40 50 60 

Minimum Age Minimum Age 

Percentage Effect: 5% Percentage Effect: 7% 

20 30 40 50 60 20 30 40 50 60 

Minimum Age Minimum Age 

Uninsured Complier Scalar: 2 

6 
6.

75
7.

5

Po
w

er
 (%

) 

20 30 40 50 60 

Percentage Effect: 1% 

15
 

20
 

25

Po
w

er
 (%

) 

20 30 40 50 60 

Percentage Effect: 3% 

Minimum Age Minimum Age 

Percentage Effect: 5% Percentage Effect: 7% 

Po
w

er
 (%

)

50
 

70
 

90
 

20 30 40 50 60 20 30 40 50 60 

Minimum Age Minimum Age 

Uninsured Complier Scalar: 3 

6 
8 

10

Po
w

er
 (%

) 

20 30 40 50 60 

Percentage Effect: 1% 

25
 3

5 
45

Po
w

er
 (%

) 

20 30 40 50 60 

Percentage Effect: 3% 

Minimum Age Minimum Age 

Percentage Effect: 5% Percentage Effect: 7% 

Po
w

er
 (%

)

80
 

90
 1

00
 

20 30 40 50 60 20 30 40 50 60 

Minimum Age Minimum Age 

Uninsured Complier Scalar: 4 

Notes: The figure displays the probability of detecting a difference between treatment and control group 
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reflects the minimum age included in the analysis; the maximum age is held fixed at 64. The effect of the 
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Notes: Each figure displays the cumulative distribution function of months of coverage in 2017 
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above the sample median. The figure is limited to individuals between the ages ages of 45−64 
at the start of 2017 and excludes those with full coverage in January through November of 2016. 
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By Gordon Gong, Scott G. Phillips, Catherine Hudson, Debra Curti, and Billy U. Philips 

Higher US Rural Mortality 
Rates Linked To Socioeconomic 
Status, Physician Shortages, 
And Lack Of Health Insurance 

ABSTRACT All-cause mortality rates in rural areas have exceeded those in 
urban areas of the US since the 1980s, and the gap continues to widen. 
Yet no definitive causes of this difference are known, and within-state 
differences that might be amenable to state-level policy have not been 
explored. An analysis of 2016 state-level data indicated that rural 
mortality exceeded urban mortality in all but three states, with 
substantial variability in both rates across states. Overall, higher rural 
mortality at the state level can be mainly explained by three factors: 
socioeconomic deprivation, physician shortages, and lack of health 
insurance. To a certain degree, these factors reflect a state’s health 
policies, such as expansion of eligibility for Medicaid, health 
infrastructure, and socioeconomic conditions. Our findings suggest that 
state and federal policy efforts to address rural-urban disparities in these 
areas could alleviate the higher rates of all-cause mortality faced by rural 
US residents. 

S
ince the mid-1980s all-cause mortal-
ity rates have been higher in rural 
than in urban areas of the US, and 
the gap has been widening.1,2 Simi-
larly, US life expectancy has been 

lower in rural than in urban areas during the 
same period.3 The rural-urban difference in mor-
tality does not seem to exist only in a few domi-
nant US regions. Rather, higher rural mortality 
is observed in each of the nine US census di-
visions.4 

No definitive causes of the rural-urban differ-
ence in mortality rates have been identified, 
however. Several findings suggest that mortality 
is to a large degree dictated by social determi-
nants of health such as income, education, un-
employment, race/ethnicity, and geographic 
location.3,5 An increase in economic opportunity 
is associated with a decrease in mortality in the 
US.6 People with lower educational attainment 
and lower incomes have higher rates of mortality 
caused by cardiovascular diseases and stroke.7 

Moreover, mortality differs across racial/ethnic 
groups.8,9 For example, African Americans have a 
higher all-cause mortality rate than whites at 
ages younger than sixty-five.8 These observa-
tions are consistent with the theory that socio-
demographic factors are the fundamental causes 
of mortality disparities.10,11 Thus, it is conceivable 
that any differences in socioeconomic factors or 
the racial/ethnic distribution between rural and 
urban areas could contribute to the observed 
difference between them in mortality rates. 
However, features other than social factors 

associated with rural residence may be at play 
as well, because rural residence is a strong pre-
dictor of mortality independently of education, 
poverty, and race.12 Of note, there is a severe 
shortage of primary care physicians in rural 
areas of the US.13 Physician supply decreased 
from 2005 to 2016, with greater losses in rural 
than in urban areas.14 Also, rural counties tend to 
have lower rates of health insurance coverage.15 

Additionally, rural counties tend to have lower 
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prevalence of healthy behaviors,16 which may be 
responsible for higher rural mortality rates. 
At the same time, US states differ significantly 

in several respects that would be expected to 
influence the nature and extent of disparities 
in mortality between their rural and urban coun-
ties, such as economic development, infrastruc-
ture, and racial/ethnic composition. States in 
the South tend to be more agricultural, while 
those in the Northeast are more industrial. 
Health care policies across states are also quite 
different. Some states have stringent eligibility 
requirements for Medicaid, and many did not 
expand Medicaid following passage of the Af-
fordable Care Act.17 Also, racial/ethnic distribu-
tions are vastly different across states.18 20 

Indeed, a recent study found that mortality 
differs markedly across US states.21 However, 
no reports have separated mortality rates in rural 
and urban areas at the state level and therefore 
permitted comparisons across states. Our study 
sought to determine whether mortality rates 
were higher in rural versus urban areas of each 
US state and, if so, whether the higher rural 
mortality rates might be attributed to socioeco-
nomic deprivation, physician shortage, or 
higher rates of uninsured residents. To a certain 
degree, these factors reflect the impacts of 
states health policies (for example, Medicaid 
expansion), health infrastructure (such as 
physician supply), and socioeconomic condi-
tions (for example, as measured by a multifacto-
rial indicator of socioeconomic well-being) on 
health. We chose to study all-cause mortality, 
as it is one of the most important measures of 
states efforts to improve health. 

Study Data And Methods 
Data Sources We obtained age-adjusted all-
cause mortality rates and population sizes of 
rural and urban counties in the US in 2016 from 
the Compressed Mortality File from the Wide-
ranging Online Data for Epidemiologic Research 
(WONDER) database of the Centers for Disease 
Control and Prevention (CDC).22 Race/ethnicity 
is divided into four groups: Hispanic, non-
Hispanic white, non-Hispanic African American, 
and other. 
We used the 2013 Urban-Rural Classification 

Scheme for Counties of the National Center for 
Health Statistics to designate counties as urban 
or rural.23 This scheme has six levels for counties: 
four metropolitan (large central metro, large 
fringe metro, medium metro, and small metro) 
and two nonmetropolitan (micropolitan and 
noncore). In this article the rural area of a state 
refers to the aggregate of all nonmetropolitan 
counties in that state, and the urban area refers 

to the aggregate of all metropolitan counties in 
the state (that is, data on both areas are pooled 
values). 
From the Health Resources and Services Ad-

ministration24 we obtained numbers for 2016 of 
nonfederal practicing primary care physicians 
younger than age seventy-five and the percen-
tages of people younger than age sixty-five with-
out health insurance. 
Data for the ten measures for socioeconomic 

deprivation that we used to build the Wellbeing 
Index25 used in this study were drawn from the 
Census Bureau s 2016 five-year American Com-
munity Survey18 and are listed in online appendix 
exhibit A1.26 The ten Wellbeing Index categories 
we used were taken from the geographic Index of 
Relative Wellbeing that was created in 2004 by 
Jochen Albrecht and Laxmi Ramasubramanian.25 

The latter index focused on ten variables that 
provide an insight into the material and social 
status of the population based on census data. 
Statistical Analysis We constructed the 

Wellbeing Index by principal component analy-
sis according to the ten socioeconomic depriva-
tion variables in rural and urban areas for each 
US state. We used the first principal component 
score as the Wellbeing Index (standard devia-
tion: 1) to represent the level of socioeconomic 
deprivation. 
We ran a general linear model with age-adjust-

ed all-cause mortality rates as the response vari-
able and state as the unit of observation. Explan-
atory variables included rural-urban residence 
(a binary variable), the Wellbeing Index, primary 
care physician supply, the percentage of unin-
sured residents, and the percentages of racial/ 
ethnic groups. 
To address the potential issue of place hetero-

geneity,27,28 we performed a county-level analy-
sis. Age-adjusted all-cause mortality rates in 
seventy-nine (2.5 percent) counties were sup-
pressed because of their small populations and 
were excluded from our analysis. For accuracy, 
we did not estimate death counts for missing 
data.29 

We used the SAS statistical package, version 
9.4, for our analysis. 
Limitations Our study had several limita-

tions. First, a statistical association between 
mortality and its predictors does not necessarily 
indicate causation. We therefore advise caution 
in interpreting the results. 
Second, we did not study all of the leading 

causes of death. Certain cause-specific mortality 
seems to be clustered in rural areas.30 This was 
beyond the scope of our analysis. 
Third, mortality may be partly, but not 

completely, explained by social factors, access to 
health care, or race/ethnicity either alone or in 
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combination.5 For example, unmeasured rural-
urban differences in food security, obesity, and 
smoking may also play a role.31 

Fourth, we did not perform an analysis by all 
six urbanization categories in the CDC WONDER 
database22,32 to ascertain their unique associa-
tions with mortality. 

Study Results 
Age-Adjusted All-Cause Mortality Exhibit 1 
provides a visual representation of mortality 
rates in urban areas across states. Urban areas 
of Hawaii, California, and New York had the 
lowest mortality rates, while those in West 
Virginia, Alabama, and Mississippi had the high-
est rates. In this analysis we mention states in 
order of mortality rates. In this instance, the 
order of mention means that Hawaii had the 
lowest mortality rates of the three states men-
tioned (and the lowest in the US), while West 
Virginia had the highest of the three states men-
tioned (and thus in the US). Specific mortality 
rates by rurality, and the rural-urban difference, 

Exhibit 1 

for each state are in appendix exhibit A2.26 Mor-
tality in the state with the highest state-level 
urban mortality rate, West Virginia (943 per 
100,000 population), was 169 percent of the lev-
el of mortality in the state with the lowest rate, 
Hawaii (560 per 100,000 population). 
Exhibit 2 provides a similar visual representa-

tion of mortality rates in rural areas. Rural areas 
in Hawaii, Connecticut, and Colorado had the 
lowest mortality rates, while those in Kentucky, 
Mississippi, and Alabama had the highest rates 
(appendix exhibit A2).26 Mortality in the state 
with the highest state-level rural mortality rate, 
Kentucky (1,028 per 100,000 population), was 
164 percent of the level of mortality in the state 
with the lowest rate, Hawaii (627 per 100,000 
population). 
Montana, Wyoming, and Colorado were the 

only three states with lower mortality rates in 
rural areas than in urban areas, or negative ru-
ral-urban differences (appendix exhibit A2).26 

The rural-urban difference in Montana was 
−3 percent. In each of the remaining forty-
four states with both rural and urban counties 

All-cause state mortality rates per 100,000 population in US urban areas, 2016 

SOURCE Authors’ analysis of county-level data from the Compressed Mortality File from the Wide-ranging Online Data for Epidemio-
logic Research (WONDER) database of the Centers for Disease Control and Prevention. NOTE “Urban areas” refers to the aggregate of 
all metropolitan counties in the state (that is, data are pooled values). 
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Exhibit 2 

All-cause state mortality rates per 100,000 population in US rural areas, 2016 

SOURCE Authors’ analysis of county-level data from the Compressed Mortality File from the Wide-ranging Online Data for Epidemio-
logic Research (WONDER) database of the Centers for Disease Control and Prevention. NOTE “Rural areas” refers to the aggregate of 
all rural counties in the state (that is, data are pooled values). 

(Delaware, New Jersey, Rhode Island, and the 
District of Columbia have no rural counties), 
rural mortality surpassed urban mortality. 
Virginia, Florida, and California had the largest 
positive rural-urban differences in mortality 
rates, with rural mortality about 30 percent 
higher than urban mortality in Virginia. Both 
rural and urban mortality rates differed across 
states by as much as 69 percent. 
Wellbeing Index For Socioeconomic Depri-

vation Among urban areas, those in North 
Dakota, Utah, and Alaska had the most favorable 
(lowest) Wellbeing Index scores for socioeco-
nomic deprivation, and Mississippi, West 
Virginia, and Louisiana had the least favorable 
(highest) scores (appendix exhibits A3 and 
A4).26 In rural areas, North Dakota, Wyoming, 
and Connecticut had the most favorable scores, 
and Arizona, Mississippi, and South Carolina 
had the least favorable. Rural areas of states 
tended to have less favorable socioeconomic dep-
rivation scores, compared with urban areas (ap-
pendix exhibits A3 and A5).26 

Primary Care Physician Supply Among ur-
ban areas, those in Vermont, Maine, and the 
District of Columbia had the largest numbers 
of primary care physicians per capita, and those 
in Utah, Nevada, and Mississippi had the small-
est numbers (appendix exhibit A3).26 Among ru-
ral areas, those in New Hampshire, Maine, and 
Vermont had the largest numbers, while those in 
Florida, Texas, and Indiana had the smallest 
numbers. Numbers of primary care physicians 
per capita were higher in urban than in rural 
areas in all states except New Hampshire, Utah, 
and Alaska. 
Uninsurance Rates Among urban areas, 

those in Massachusetts, Vermont, and Hawaii 
had the lowest percentages of uninsured resi-
dents, while those in Texas, Florida, and Nevada 
had the highest (appendix exhibit A3).26 Among 
rural areas, those in Massachusetts, Vermont, 
and Connecticut had the lowest uninsurance 
rates, while those in Alaska, Texas, and Florida 
had the highest rates. The differences in unin-
surance rates across states were as large as 5.8-
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fold. The percentage of uninsured residents was 
higher in rural areas than in urban areas in 
each state except Nevada, Illinois, New York, and 
Connecticut. 

Results Of Analyses Using The General 
Linear Model Appendix exhibit A6 presents 
the results of our analyses using the general 
linear model.26 There was no collinearity be-
tween explanatory variables in our state- or 
county-level analyses. 
The state-level analysis showed that the all-

cause mortality rate was significantly and posi-
tively associated with the Wellbeing Index and 
the percentage of uninsured residents (that is, a 
higher, or less favorable, Wellbeing Index and a 
higher percentage of uninsured residents were 
associated with a higher all-cause mortality 
rate). However, it is negatively associated with 
primary care physician supply and the percen-
tages of Hispanics and members of the other
racial/ethnic group (that is, a higher primary 
care physician supply and greater percentage 
of Hispanic and other racial/ethnic groups 
were associated with a lower all-cause mortality 
rate). Of note, mortality was significantly and 
negatively associated with rural residence after 
we adjusted for covariates. For the model, the R2 

was equal to 0.818 that is, 81.8 percent of the 
total variance in mortality was attributable to 
the combination of explanatory variables in 
the model. 
We further assessed which predictor was 

most highly correlated with mortality using 
simple Pearson correlation analyses. The R2 val-
ue was the largest in the correlation between 
the Wellbeing Index and mortality (R2 ¼ 0:581; 
p < 0:0001), and the regression lines for rural 
and urban areas overlapped and had almost iden-
tical slopes (appendix exhibit A7).26 Mortality 
was significantly correlated with the percentage 
of uninsured residents (R2 ¼ 0:157; p < 0:0001) 
and negatively correlated with physician supply 
(R2 ¼ 0:294; p < 0:0001). Also, the percentage 
of African Americans was positively associated 
with mortality (R2 ¼ 0:379; p < 0:0001). 
Pearson correlation analysis showed that each 

of the ten socioeconomic deprivation variables 

in the Wellbeing Index was correlated with all-
cause mortality, with one exception: the percent-
age of people without a car (appendix ex-
hibit A1).26 

The county-level analysis showed similar re-
sults except that mortality was significantly and 
positively associated with rural versus urban res-
idence (p < 0:0001). Also, mortality was nega-
tively associated with the percentage of African 
Americans (p < 0:002) (appendix exhibit A6).26 

Discussion 
This study revealed that in 2016 the age-adjusted 
all-cause mortality rates in all but three states
Montana, Wyoming, and Colorado were higher 
in rural areas than in urban areas. Virginia, 
Florida, and California had the largest rural-
urban differences, with rural mortality as much 
as 30 percent higher than urban mortality. In 
addition, both rural and urban mortality rates 
differed across states by as much as 69 percent. 
This wide variation suggests that there are large 
health inequities across states, in both their 
rural and urban areas. 
We examined five explanatory variables: rural-

urban residence, the Wellbeing Index, primary 
care physician supply, the percentage of unin-
sured residents, and the percentages of racial/ 
ethnic groups. Our results indicate that the 
higher mortality rates generally seen in rural 
(as opposed to urban) areas of US states can 
largely be explained by three characteristics that 
are more pervasive in rural areas: socioeconomic 
deprivation (as reflected in the Wellbeing In-
dex), physician shortages, and lack of health 
insurance. Simply put, mortality rates are higher 
in rural areas than in urban areas in almost all 
states because rural residents are more likely to 
be poor, not have physicians readily available, 
and lack health insurance. Of the three disadvan-
tages, socioeconomic deprivation is most closely 
linked to higher mortality. Rural residence in 
and of itself does not appear to negatively affect 
mortality. 
Indeed, the results of our state-level analysis, 

after we adjusted for covariates, indicate that 
rural residence tends to favor lower, not higher, 
mortality. That is, our state-level findings sug-
gest that rural dwellers would have lived longer 
than their urban counterparts had their socio-
economic conditions and access to health care 
been similar possibly because of cleaner air or 
other salutary attributes of rural areas. In sharp 
contrast, the results of our county-level analysis 
indicate that mortality is neither positively nor 
negatively associated with rural residence per se. 
This difference may be due to place heterogene-
ity.30,31 Factors other than the predictors exam-

Rural residence in and 
of itself does not 
appear to negatively 
affect mortality. 

December  2019  38: 12  Health  Affairs  2007  
Downloaded from HealthAffairs.org by Carmen Hiller on December 16, 2019.

Copyright Project HOPE—The People-to-People Health Foundation, Inc.
For personal use only. All rights reserved. Reuse permissions at HealthAffairs.org.

— 
—

“ ” 

“ ” 

—

—



ined in the present study may be responsible for 
the higher rural mortality we found in our anal-
ysis at the county level. 
The negative association between the percent-

age of Hispanics and mortality points to the well-
known phenomenon of the Hispanic paradox, 
an epidemiological finding that Hispanic Amer-
icans tend to have health outcomes comparable 
to, or better than, those of non-Hispanic whites 
even though Hispanic Americans tend to have 
lower socioeconomic status, on average. As a 
result, when both Hispanic ethnicity and socio-
economic deprivation are at play, the former 
often has a greater effect on mortality than the 
latter.33 Additionally, the higher mortality rates 
among states in the South might not be because 
there are more African Americans in the region, 
but because more people in the South tend to 
be socioeconomically disadvantaged. States with 
poorer socioeconomic status, as reflected in the 
Wellbeing Index, were mostly distributed in this 
region, particularly in rural areas (appendix ex-
hibits A4 and A5).26 

We found that the explanatory variables we 
studied accounted for a 81.8 percent of the total 
variance in mortality at the state level, which 
suggests their importance in explaining mortal-
ity at that level. That is, the same differences that 
largely accounted for disparities in mortality 
between rural and urban areas of individual 
states also accounted for the wide variability in 
mortality rates seen across states. As stated 
above, as with rural-urban differences in mortal-
ity rates within states, rates across states differed 
so much because their residents faced markedly 
different socioeconomic conditions, numbers of 
readily available doctors, and health insurance 
coverage. 
These findings strongly suggest that how long 

Americans live depends, to a certain degree, on 
the state where they live.34 At the same time, the 
findings suggest that states play an important 
role in determining the conditions closely asso-
ciated with mortality many of which are closely 
related to states health policies (for example, 
eligibility for Medicaid), health infrastructure 
(number of physicians per capita), and so on. 
Efforts to address rural-urban disparities in mor-
tality should focus on improving socioeconomic 
conditions and on increasing physician supply 
and health insurance coverage in rural commu-
nities. Efforts to improve rural physician supply 
have become increasingly important to policy 
makers, as states struggle to adequately address 
the opioid epidemic and the dramatic rise in 

obstetrical and rural care deserts.35,36 

States rural health policies may also present 
opportunities to address rural-urban health 
disparities. For example, some states (such as 
Minnesota and New York) have implemented 
programs to help rural areas develop health 
networks as part of state health care reform 
efforts.37,38 

Federal policy makers also stand to play an 
important role in reducing rural health dispar-
ities. For instance, the VA MISSION Act of 2018 
allows isolated rural veterans to obtain care 
funded by the Department of Veterans Affairs 
(VA) closer to home instead of requiring them 
to travel to VA facilities in more populated 
areas.39 Also, the Rural Physician Workforce Pro-
duction Act would make training time for resi-
dents at critical access hospitals eligible for 
Medicare reimbursement.40,41 

Meanwhile, states could improve rural health 
by the use of telemedicine in rural communi-
ties.42 Only thirty-six states have telehealth parity 
policies for private-payer coverage, and only 
twenty-one have such policies for Medicaid.43 

Sixteen states limit telemedicine technology to 
synchronous applications, removing the advan-
tages afforded by remote patient monitoring and 
the store-and-forward method.43 In addition, 
nearly half of the states restrict telehealth cover-
age to certain types of providers.43 States remov-
al of such barriers could improve rural health. 
These are only a few examples of opportunities 

that state and federal policy makers could seize 
or create, to address the factors that our findings 
indicate account for the lion s share of variability 
in rural and urban mortality. And taking advan-
tage of such opportunities could help alleviate 
the pervasive disparity in mortality faced by rural 
residents throughout the US. ▪ 

States play an 
important role in 
determining the 
conditions closely 
associated with 
mortality. 
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The US Court of Appeals for the Fifth Circuit issued a ruling in Texas v. United States, a 

case that challenges the constitutionality of the Affordable Care Act (ACA) given the 

elimination of the law’s individual mandate penalties. This ruling means that the case 

continues to pose a considerable risk that the entire ACA will be overturned. In the 

decision, the Court remanded the case to the District Court for further analysis on 

whether any parts of the ACA are severable from the individual mandate and thus may 

stay in effect. Ultimately, the case is likely to be reviewed by the Supreme Court. 

If the Supreme Court finds that the entire ACA is unconstitutional without the penalties in place 

(the argument made by the plaintiffs), then the law would be overturned, and insurance coverage rates, 

federal spending on health care, and health care provider revenue would decline. Previous Urban 

Institute analyses found that elimination of the ACA would cause nearly 20 million people to lose 

insurance coverage, a dramatic decline that would coincide with a substantial loss of federal health 

spending. The surge in the number of uninsured would increase current law uninsurance by 65.4 

percent (Blumberg et al. 2019). The total number of uninsured in the US would rise to more than 50 

million, or 18.3 percent of the nonelderly population. Coverage losses of this magnitude would affect 

every state and all types of individuals and families; in this brief we identify the states and people who 

would face the largest losses and include new estimates by city. 

A court ruling overturning the ACA would substantially decrease federal spending on health care 

and would have significant implications for state budgets. We estimate federal spending would have 

shrunk by about $134.7 billion in 2019 if the ACA had been eliminated at the start of this year. As we 

show in this brief, these declines under ACA repeal would vary widely by state (Holahan, Blumberg, and 

Buettgens 2019). States would have to decide whether to use state funding—and if so, how much—to 



              

 

    

   

        

    

          

           

         

      

       

   

 

    

      

    

         

      

    

          

       

   

       

 

     

       

      

     

     

       

      

    

        

    

 

       

     

  

make up for the loss of federal funds, for supporting both the costs of coverage and the increased 

demand for uncompensated care due to a much larger uninsured population. 

The declines in coverage and federal spending resulting from ACA repeal would also directly affect 

health care providers, because coverage losses lead to lower spending on health care services. We 

estimate that total health care spending by the nonelderly population under ACA repeal would fall by 

$94.6 billion (5 percent) in 2019 dollars. However, the greater number of uninsured people would seek 

more free or reduced-price care from providers. We estimate that the cost of uncompensated care 

sought by uninsured people would nearly double, climbing by about $50 billion in 2019. This squeeze 

could cause financial distress for some providers and increase unmet medical need. 

Overview of the Effects of ACA Repeal on Hospitals and 

Insurance Markets 

Because hospitals are the last-resort providers for many uninsured people, their finances are 

particularly affected by changes in the number of uninsured. Recent studies have found strong evidence 

that hospital finances improved in states that expanded Medicaid eligibility under the ACA relative to 

states that did not (Blavin 2016, 2017; Lindrooth et al. 2018; Rhodes et al. 2019). Those studies also 

found that spending on uncompensated care fell and Medicaid revenues rose, resulting in improved 

margins for hospitals in Medicaid expansion states compared with hospitals in states that did not 

expand Medicaid. Rural and small hospitals were among those that benefitted the most. Thus, rolling 

back the ACA would reverse financial gains for hospitals in expansion states and could jeopardize the 

financial stability of rural hospitals in those states. 

The nongroup market would also be thoroughly disrupted by an overturn of the ACA. With the 

elimination of premium tax subsidies, people would drop coverage and the market would shrink. Market 

regulations enacted under the ACA would be repealed. Those regulations prohibit insurers from 

denying coverage to people with preexisting conditions and require that premiums be set according to 

modified community rating rules, limiting variation by age. The ACA also mandated that plans cover 

essential health benefits and limit out-of-pocket costs by conforming to one of four actuarial value tiers 

that measure plans’ generosity of coverage. Without those protections, people with preexisting health 

conditions seeking to purchase coverage in the nongroup market could be denied coverage, charged 

higher premiums than other people their age, or offered a plan that excludes care for those conditions. 

About 63 percent of adults ages 45 to 64 had at least 1 of 10 serious chronic conditions, and 32 percent 

reported having 2 or more serious chronic conditions in 2012, according to a recent study based on a 

large federally sponsored household survey (Ward, Schiller, and Goodman 2014). The high prevalence 

of chronic health conditions suggests many older adults would face denial of coverage, higher 

premiums, or exclusion from the nongroup market if the ACA were overturned. Many people denied 

coverage in the nongroup market would face high out-of-pocket costs, contribute to rising levels of 

uncompensated care and bad debt, and/or be unable to access necessary care. 
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Under ACA repeal, insurance plans in the nongroup and small group markets would no longer be 

required to cover essential health benefits. Before the ACA and in most states, many nongroup plans 

excluded or strictly limited benefits such as maternity care, prescription drugs, and mental health and 

substance use treatment, though exclusions varied by state. Under ACA repeal, average premiums 

would likely be lower for people not denied coverage, but plans would generally cover fewer services 

and impose higher cost-sharing obligations on enrollees (i.e., deductibles, coinsurance, copayments, and 

out-of-pocket maximums). People needing significant amounts of health care would face higher out-of-

pocket costs and financial burdens. People needing benefits excluded from insurance policies would 

have to pay the full costs or forgo that care. These significant costs could increase bankruptcy rates and 

demand for uncompensated care. 

A ruling that the ACA is unconstitutional would also affect the employer-sponsored insurance 

market. ACA provisions prohibit annual and dollar lifetime benefit maximums, require zero cost sharing 

for certain preventive care services, and require employers to cover young adults up to age 26 on their 

parents’ policies, in addition to other changes. Without the ACA, none of those provisions would hold, 

and employers would be free to discontinue such protections. States are very limited in their ability to 

replace the federal provisions of the ACA with similar state regulations, because of restrictions under 

the Employee Retirement Income Security Act that exempt self-insured employers from state 

regulations (Fernandez 2010). 

This brief focuses on the coverage provisions of the ACA that primarily affected people below age 

65. However, the regulatory changes at the state and federal levels, changes to the Medicare program— 
and any adjustments made to the health care delivery system in response—make it difficult to grasp 

how ACA repeal would unfold. For example, an ultimate finding by the Supreme Court that the ACA is 

unconstitutional would put Medicare payment rules in disarray, in addition to increasing prescription 

drug costs for many elderly adults by reopening the Part D “doughnut hole.” It is beyond the scope of 

this brief to consider the potential impacts in those areas, but that does not minimize their importance. 

Estimated Effects of Full Repeal on Insurance Coverage 

A judicial decision overturning the ACA would hit hardest those states where insurance coverage 

increased most under the law, including many states that expanded Medicaid eligibility. In those states, 

the number of uninsured people would almost double, climbing by an average of 91.8 percent (table 1). 

In Arkansas, Kentucky, Louisiana, Maine, Montana, New Hampshire, Pennsylvania, and West Virginia, 

the number of uninsured people would climb by more than 133 percent (figure 1). Conversely, the 

number of uninsured people would rise by an average of 38.2 percent in states that did not expand 

Medicaid eligibility. In Florida, an additional 1.5 million uninsured people would drive up the state’s 

uninsurance rate by 67.0 percent, the highest percent increase among nonexpansion states. 
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TABLE 1 

The Uninsured under Current Law and Full ACA Repeal by State, Nonelderly Population, 2019 
CURRENT LAW FULL ACA REPEAL 

Diff. from Current Law 

1,000s of 1,000s of 1,000s of 
people % people % people % 

Expansion states 15,452 8.8 29,632 16.8 14,180 91.8 
Alaska 75 10.5 143 20.1 68 91.4 
Arizona 768 12.8 1,064 17.7 297 38.6 
Arkansas 206 8.1 505 19.9 299 145.1 
California 3,421 10.0 7,210 21.0 3,789 110.7 
Colorado 396 8.4 796 17.0 400 101.2 
Connecticut 171 5.8 394 13.2 223 130.0 
Delaware 66 8.4 94 12.0 28 41.8 
District of Columbia 35 6.1 69 12.1 34 97.2 
Hawaii 132 10.4 143 11.2 11 8.1 
Illinois 1,297 11.6 1,902 17.0 605 46.6 
Indiana 600 10.6 1,097 19.3 497 82.7 
Iowa 149 5.7 336 12.9 187 125.7 
Kentucky 252 6.8 630 17.1 379 150.5 
Louisiana 335 8.7 830 21.5 494 147.4 
Maine 51 4.9 134 13.0 83 164.8 
Maryland 374 7.1 719 13.6 345 92.2 
Massachusetts 137 2.5 239 4.3 102 74.0 
Michigan 627 7.7 1,347 16.6 720 114.8 
Minnesota 331 7.0 596 12.6 265 80.0 
Montana 63 7.5 175 20.9 112 176.8 
Nevada 376 13.8 658 24.1 282 75.1 
New Hampshire 66 6.0 155 14.3 89 136.0 
New Jersey 732 9.7 1,327 17.6 595 81.3 
New Mexico 207 11.3 434 23.7 226 109.0 
New York 1,488 8.9 2,095 12.6 607 40.8 
North Dakota 56 9.6 81 14.0 25 45.6 
Ohio 704 7.4 1,445 15.2 741 105.3 
Oregon 304 9.1 676 20.3 372 122.2 
Pennsylvania 644 6.2 1,502 14.4 858 133.2 
Rhode Island 57 6.6 124 14.3 67 116.3 
Vermont 32 6.5 45 9.1 13 39.9 
Virginia 670 8.9 1,312 17.4 642 95.7 
Washington 538 8.8 1,102 18.1 565 105.0 
West Virginia 92 6.4 254 17.6 162 175.6 
Nonexpansion states 14,924 15.3 20,621 21.1 5,697 38.2 
Alabama 504 12.3 647 15.8 143 28.4 
Florida 2,327 14.4 3,887 24.1 1,560 67.0 
Georgia 1,594 16.9 2,055 21.8 461 28.9 
Idaho 202 13.8 281 19.3 79 39.4 
Kansas 342 13.7 404 16.1 62 18.0 
Mississippi 404 16.2 504 20.2 100 24.9 
Missouri 639 12.5 808 15.8 169 26.4 
Nebraska 182 11.4 234 14.7 52 28.7 
North Carolina 1,168 13.3 1,672 19.1 503 43.1 
Oklahoma 617 18.2 763 22.5 146 23.7 
South Carolina 536 13.3 778 19.3 242 45.0 
South Dakota 101 14.0 114 15.7 12 11.9 
Tennessee 738 13.2 905 16.3 168 22.7 
Texas 4,678 19.2 6,411 26.3 1,733 37.0 
Utah 383 13.6 484 17.2 102 26.5 
Wisconsin 436 9.0 589 12.2 153 35.2 
Wyoming 74 14.8 85 17.1 12 16.0 
Total 30,377 11.1 50,253 18.3 19,877 65.4 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: ACA = Affordable Care Act. Diff. = difference. States are listed alphabetically by Medicaid expansion status. 
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FIGURE 1 

Percent Increase in the Uninsured under Full ACA Repeal by State, Nonelderly Population, 2019 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: ACA = Affordable Care Act. 

We present new estimates that highlight the effects of eliminating the ACA on the 50 most 

populous census-designated places, hereafter called cities. These 50 cities, listed in descending order by 

size, are in 29 states and account for about 15 percent of the US population. Eight of the most populous 

50 cities in the US are in California, seven are in Texas, and three are in Arizona. Colorado, Florida, 

North Carolina, Ohio, and Tennessee each contribute two cities to the list. Our city analysis shows much 

more dramatic jumps in uninsurance in some cities than in others. 

Fifteen of the largest 50 cities would see their numbers of uninsured people double or more than 

double if the ACA were rolled back (table 2). A sudden change of that magnitude would be challenging 

for any local jurisdiction to manage and would likely involve substantial increases in uncompensated 

care and use of emergency rooms and safety net providers. The uninsured populations in Baltimore, 

Cleveland, Louisville, Philadelphia, Sacramento, and San Francisco would swell by about 130 to more 

than 170 percent. The uninsured populations in Albuquerque, Denver, Detroit, Portland, Seattle, 

Washington, DC, and several California cities, including Fresno, Long Beach, Oakland, San Diego, and 

San Jose, would roughly double, expanding by about 100 to 120 percent. In the two largest cities in the 

US, New York and Los Angeles, the number of uninsured would grow by 300,000 (37.0 percent) and 

556,000 (90.9 percent), respectively, if the ACA were eliminated. 
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TABLE 2 

The Uninsured under Current Law and Full ACA Repeal in the 50 Largest Cities, Nonelderly 

Population, 2019 
CURRENT LAW FULL ACA REPEAL 

Diff. from Current Law 

1,000s of 1,000s of 1,000s of 
people % people % people % 

New York, NY 812 10.9 1,112 14.9 300 37.0 
Los Angeles, CA 612 14.5 1,168 27.6 556 90.9 
Chicago, IL 457 15.8 687 23.8 230 50.2 
Houston, TX 969 20.6 1,278 27.2 309 31.9 
Philadelphia, PA 120 8.4 299 20.9 179 149.3 
Phoenix, AZ 297 15.4 383 19.8 86 29.1 
San Antonio, TX 321 17.4 437 23.7 116 36.3 
San Diego, CA 207 10.5 411 20.8 203 98.1 
Dallas, TX 599 21.8 793 28.8 194 32.4 
San Jose, CA 102 6.7 227 14.9 124 121.4 
Jacksonville, FL 92 11.8 154 19.7 61 66.6 
Indianapolis, IN 127 14.6 213 24.4 85 67.2 
San Francisco, CA 48 6.5 112 15.2 64 132.9 
Austin, TX 226 15.7 295 20.5 69 30.8 
Columbus, OH 117 8.7 206 15.4 89 76.7 
Fort Worth, TX 249 17.2 346 23.9 97 39.0 
Charlotte, NC 137 14.4 185 19.6 49 35.7 
Detroit, MI 91 12.8 196 27.5 105 115.1 
El Paso, TX 212 26.0 286 35.1 74 35.0 
Memphis, TN 129 14.9 153 17.7 24 18.7 
Baltimore, MD 32 5.8 88 15.7 56 172.7 
Boston, MA 34 4.8 41 5.8 7 21.0 
Seattle, WA 72 8.8 145 17.6 73 101.2 
Washington, DC 35 6.1 69 12.1 34 97.2 
Nashville-Davidson, TN 102 16.8 120 19.7 18 17.4 
Denver, CO 63 10.0 127 20.2 65 102.6 
Louisville/Jefferson, KY 45 6.9 107 16.4 62 138.6 
Milwaukee, WI 100 12.5 129 16.2 30 29.6 
Portland, OR 102 9.0 211 18.7 109 107.8 
Las Vegas, NV 158 16.1 268 27.4 110 69.9 
Oklahoma City, OK 210 18.1 247 21.2 37 17.4 
Albuquerque, NM 70 10.6 140 21.2 70 100.4 
Tucson, AZ 101 11.4 144 16.2 43 42.3 
Fresno, CA 78 10.2 170 22.3 93 119.3 
Sacramento, CA 79 7.8 193 18.9 114 143.3 
Long Beach, CA 46 10.2 102 22.4 55 120.2 
Kansas City, MO 120 13.7 145 16.6 25 21.0 
Mesa, AZ 62 11.0 88 15.5 26 41.7 
Virginia Beach, VA 43 10.4 75 17.9 32 73.3 
Atlanta, GA 120 16.5 152 20.9 32 26.4 
Colorado Springs, CO 59 9.9 114 19.0 55 92.6 
Omaha, NE 61 12.7 77 15.9 16 25.8 
Raleigh, NC 130 12.1 176 16.4 46 35.3 
Miami, FL 180 23.3 259 33.6 79 44.2 
Cleveland, OH 34 9.7 80 22.5 45 132.3 
Tulsa, OK 126 17.3 153 21.0 27 21.1 
Oakland, CA 49 9.2 106 19.8 57 114.9 
Minneapolis, MN 42 10.5 73 18.3 31 73.3 
Wichita, KS 77 14.3 91 16.9 14 18.1 
Arlington, TX 88 19.5 118 26.2 30 34.4 

Source: Urban Institute Health Insurance Policy Simulation Model. 
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Notes: ACA = Affordable Care Act. Diff. = difference. These cities are the most populous census-designated places and are listed 

in descending order by size. 

Without the ACA, the share of the population uninsured would jump in all income, race, ethnic, and 

age categories (Holahan, Blumberg, and Buettgens 2019). The largest increases would occur among 

people whose family incomes are below 138 percent of the federal poverty level (FPL): under ACA 

repeal, their national uninsurance rate would grow from 18 percent under current law to 31 percent 

(figure 2). In states that expanded Medicaid, the uninsurance rate for this income group would more 

than double, jumping from 13 to 30 percent (data not shown). Likewise, the national share of uninsured 

people in families whose incomes fall between 138 and 200 percent of FPL would climb from 15 to 26 

percent. Such low-income people have very few alternatives for obtaining health insurance without the 

ACA. Uninsurance rates among higher-income people would increase as well, but by smaller 

magnitudes. 

FIGURE 2 

Uninsurance Rates under Current Law and Full ACA Repeal by Family Income Relative to Poverty, 

Nonelderly Population, 2019 

Current law ACA repeal 

31% 

18% 

15% 

10% 

3% 

26% 

15% 

5% 

< 138% of FPL 138–200% of FPL 200–400% of FPL > 400% of FPL 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: ACA = Affordable Care Act. FPL = federal poverty level. 

The number of uninsured people would rise within each racial and ethnic group if the ACA were 

repealed (figure 3). The share of uninsured Hispanic individuals and families would grow from 21 to 31 

percent, nearly one-third of that population. Uninsurance among black people would increase from 11 

to 20 percent, one-fifth of that population. 

I M P L I C A T I O N S O F T H E F I F T H C I R C U I T C O U R T D E C I S I O N I N T E X A S V . U N I T E D S T A T E S 7 



              

 

  

      

 

 

  

    

   

  

       

   

   

      

   

          

 

 

  

  

FIGURE 3 

Uninsurance Rates under Current Law and Full ACA Repeal by Race and Ethnicity, Nonelderly 

Population, 2019 

Current law ACA repeal 

31% 

8% 

21% 

11% 
10% 

14% 

20% 
18% 

Non-Hispanic white Hispanic Non-Hispanic black Other 

URB A N I NST ITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: ACA = Affordable Care Act. 

In the wake of a final judicial decision overturning the ACA, the share of uninsured nonelderly 

adults would also increase within each age group (figure 4). Uninsurance would climb from 17 to 29 

percent of all young adults ages 19 to 34. Among adults ages 35 to 54, uninsurance would rise from 13 

to 21 percent. The percentage of uninsured older adults, ages 55 to 64, would double in the wake of an 

ACA rollback, increasing from 8 to 16 percent. Children, from birth to age 18, would be less affected by 

elimination of the ACA, because broad Medicaid and Children’s Health Insurance Program eligibility 
rules for children were established before the ACA and would remain in place despite ACA repeal. 
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FIGURE 4 

Uninsurance Rates under Current Law and Full ACA Repeal by Age Group, Nonelderly Population, 

2019 

Current law ACA repeal 

29% 

6% 

17% 

13% 

8%
7% 

21% 

16% 

Birth to 18 19–34 35–54 55–64 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: ACA = Affordable Care Act. 

URB A N I NST ITUTE 

The Estimated Effects of Full Repeal on Federal 

Health Care Spending 

Federal spending on Medicaid and premium tax subsidies in the Marketplaces would drop by billions of 

dollars if the ACA were upended (table 3). We estimate federal spending would have shrunk by about 

$134.7 billion in 2019 if the ACA had been eliminated at the start of this year. Those reductions vary 

widely by state and are driven by Medicaid expansion decisions and state populations. The biggest 

losses in federal health care spending would accrue to states that expanded Medicaid under the ACA. 

California would forgo $22.4 billion (45.8 percent) and New York $10.1 billion (36.4 percent) in 2019 

under an ACA rollback. Kentucky, Michigan, Ohio, Pennsylvania, Virginia, and Washington would each 

sustain losses in federal spending ranging from about $4.2 to $5.2 billion (31 to 54 percent). 

Nonexpansion states would experience smaller losses than expansion states. In 2019 dollars, federal 

spending would fall by $9.3, $6.5, and $4.6 billion (21 to 41 percent) in Florida, Texas, and North 

Carolina, respectively, if the ACA had been eliminated by judicial ruling at the start of 2019. 
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TABLE 3 

Federal Spending on Marketplace Subsidies and Medicaid/CHIP Acute Care under Current Law and 

Full ACA Repeal by State, Nonelderly Population, 2019 
CURRENT LAW FULL ACA REPEAL 

Difference from Current Law 

Millions of $ Millions of $ Millions of $ % 

Expansion states 259,209 159,049 -100,160 -38.64 
Alaska 1,212 672 -540 -44.5 
Arizona 10,810 8,691 -2,119 -19.6 
Arkansas 5,179 3,401 -1,778 -34.3 
California 48,893 26,491 -22,403 -45.8 
Colorado 5,940 3,128 -2,812 -47.3 
Connecticut 4,661 2,810 -1,851 -39.7 
Delaware 1,413 1,111 -302 -21.4 
District of Columbia 1,411 1,130 -281 -19.9 
Hawaii 1,139 833 -305 -26.8 
Illinois 9,133 6,136 -2,997 -32.8 
Indiana 8,307 5,261 -3,046 -36.7 
Iowa 3,798 2,401 -1,398 -36.8 
Kentucky 8,650 4,504 -4,146 -47.9 
Louisiana 7,637 4,030 -3,606 -47.2 
Maine 1,942 1,446 -495 -25.5 
Maryland 6,927 3,988 -2,939 -42.4 
Massachusetts 7,617 5,900 -1,718 -22.5 
Michigan 13,707 8,516 -5,191 -37.9 
Minnesota 6,404 4,563 -1,841 -28.7 
Montana 2,218 1,126 -1,092 -49.2 
Nevada 3,076 1,906 -1,170 -38.1 
New Hampshire 951 586 -366 -38.4 
New Jersey 6,687 3,989 -2,698 -40.3 
New Mexico 5,254 3,089 -2,165 -41.2 
New York 27,920 17,770 -10,149 -36.4 
North Dakota 488 309 -180 -36.8 
Ohio 14,243 9,829 -4,414 -31.0 
Oregon 5,838 3,286 -2,552 -43.7 
Pennsylvania 15,795 10,743 -5,052 -32.0 
Rhode Island 1,303 794 -509 -39.1 
Vermont 1,146 976 -169 -14.8 
Virginia 8,631 3,953 -4,679 -54.2 
Washington 7,949 3,799 -4,150 -52.2 
West Virginia 2,929 1,884 -1,045 -35.7 
Nonexpansion states 130,531 95,973 -34,559 -26.48 
Alabama 5,009 3,853 -1,155 -23.1 
Florida 22,825 13,483 -9,342 -40.9 
Georgia 10,149 7,830 -2,318 -22.8 
Idaho 1,869 1,274 -594 -31.8 
Kansas 2,091 1,546 -545 -26.1 
Mississippi 4,673 3,956 -717 -15.3 
Missouri 8,001 6,841 -1,161 -14.5 
Nebraska 1,691 917 -774 -45.8 
North Carolina 15,097 10,527 -4,570 -30.3 
Oklahoma 4,746 3,510 -1,236 -26.0 
South Carolina 5,388 3,734 -1,653 -30.7 
South Dakota 826 626 -200 -24.2 
Tennessee 8,196 6,609 -1,586 -19.4 
Texas 31,271 24,815 -6,456 -20.6 
Utah 3,179 2,188 -991 -31.2 
Wisconsin 4,970 3,953 -1,017 -20.5 
Wyoming 553 310 -243 -43.9 

Total 389,740 255,022 -134,718 -34.6 

Source: Urban Institute Health Insurance Policy Simulation Model. 
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Notes: CHIP = Children’s Health Insurance Program. ACA = Affordable Care Act. 

The Estimated Effects of Full Repeal on Total Health Care 

Spending and Demand for Uncompensated Care 

Providers would face serious financial consequences if the ACA were overturned by judicial decision. As 

patients lose insurance coverage and federal spending falls, total health care spending and provider 

revenues also decline. Without insurance, people use less health care. Simultaneously, many seek 

uncompensated care from providers, by requesting free or reduced-price care or failing to pay medical 

bills in full. These twin effects reduce provider revenues and place new financial pressures on those 

providing services to the uninsured. 

Accounting for all private insurance claims paid, Medicaid spending on health care services, and 

household out-of-pocket spending by insured and uninsured people, we estimate that total health care 

spending for the nonelderly population would have fallen from $1.9 to $1.8 trillion, a drop of $94.6 

billion (or 5 percent) had the ACA been overturned at the start of 2019 (table 4). This decline would be 

distributed across hospitals ($38.0 billion decline), physician practices ($11.5 billion decline), other 

services ($24.3 billion decline), and drug manufacturers ($20.8 billion decline). 

From 2019 to 2028, the drop in total health care spending by the nonelderly population would total 

$1.3 trillion (about 6 percent), declining from $23.3 to $22.0 trillion (table 4), if the ACA had been 

repealed at the start of this period. Revenues would fall by $510 billion for hospitals, $180 billion for 

physician practices, $360 billion for other services, and $290 billion for drug manufacturers. 

Simultaneously, the amount of uncompensated care sought by the nonelderly population would 

nearly double from about $61.3 billion to $111.4 billion, if the ACA had been overturned at the start of 

2019. This $50.1 billion increase would be distributed across hospitals ($14.8 billion increase), physician 

practices ($5.9 billion increase), other services ($19.3 billion increase), and drug manufacturers ($10.2 

billion increase). Our estimates of uncompensated care reflect the amount of such care sought (not 

always fully met) by uninsured people and others with inadequate coverage (see the methods section 

for more information). 

If the ACA had been repealed at the start of that 10-year period, the amount of uncompensated 

care sought by the nonelderly population would climb by about $580 billion (181 percent), from $700 

billion to $1,280 billion. That increase in uncompensated care sought would be distributed across 

hospitals ($170 billion increase), physicians ($70 billion increase), other services ($220 billion increase), 

and drug manufacturers ($120 billion increase). 
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TABLE 4 

Health Care Spending under Current Law and Full ACA Repeal, Nonelderly Population, 2019 and 

2019–28 

Billions of dollars 

2019 

Prescription 
Total health Physician Other drug 

care spending Hospitals practices services manufacturers 

Current-law ACA 1,862.1 673.8 299.4 476.2 412.7 
Full ACA repeal 1,767.5 635.8 287.9 451.9 391.9 
Difference -94.6 -38.0 -11.5 -24.3 -20.8 

2019–28 

Prescription 
Total health Physician Other drug 

care spending Hospitals practices services manufacturers 

Current-law ACA 23,320 8,460 3,760 5,960 5,130 
Full ACA repeal 21,980 7,950 3,580 5,600 4,840 
Difference -1,340 -510 -180 -360 -290 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: ACA = Affordable Care Act. Health care spending includes private insurance claims, spending by Medicaid, and household 

out-of-pocket health spending. Other services include spending on nonphysician providers, dental, home health care, and medical 

equipment. 

TABLE 5 

Uncompensated Care Sought under Current Law and Full ACA Repeal, Nonelderly Population, 2019 

and 2019–28 

Billions of dollars 

2019 

Prescription 
Total drug 

uncompensated Physician Other manufacturer 
care Hospitals practices services s 

Current-law ACA 61.3 18.0 7.8 23.3 12.1 
Full ACA repeal 111.4 32.8 13.7 42.6 22.3 
Difference 50.1 14.8 5.9 19.3 10.2 

2019–28 

Prescription 
Total drug 

uncompensated Physician Other manufacturer 
care Hospitals practices services s 

Current-law ACA 700 210 90 270 140 
Full ACA repeal 1,280 380 160 490 260 
Difference 580 170 70 220 120 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: ACA = Affordable Care Act. Health care spending includes private insurance claims, spending by Medicaid, and household 

out-of-pocket health spending. Other services include spending on nonphysician providers, dental, home health care, and medical 

equipment. 
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Key Methodological Assumptions 

We generated our estimates using the Urban Institute’s Health Insurance Policy Simulation Model, and 

the methods follow those used in previous publications (Blumberg et al. 2019; Holahan, Blumberg, and 

Buettgens 2019). Our estimates assume that pre-ACA Medicaid coverage expansion waivers would be 

reinstated following ACA repeal in the seven states that had these waivers (Arizona, Delaware, Hawaii, 

Massachusetts, New York, Vermont, and Wisconsin). Whether the federal government would approve 

waivers to restore pre-ACA coverage levels in these states is unclear. Without reinstating these 

waivers, repeal could lead to 1.3 million more uninsured people, in addition to the 20 million people who 

would become uninsured if the waivers were renewed (Blumberg et al. 2019). 

A special feature of the Health Insurance Policy Simulation Model is its ability to estimate changes 

in total health care spending and changes in the value of uncompensated care sought by uninsured 

people from providers. Estimates of health care spending include insurance claims paid by private 

insurance, Medicaid spending on health care services, and household out-of-pocket spending by insured 

and uninsured people. Spending by other government programs, such as Medicare, Indian Health 

Services, and military insurance, is excluded from these calculations. Estimates of uncompensated care 

sought are based on historical medical expenditure data and illustrate the potential increase in demand 

for free care that providers would face if the ACA were eliminated. We note that the free care sought by 

the uninsured is not necessarily provided in full; some of the care sought will further increase unmet 

need. 

Estimates presented here are for 2019 and reflect the changes that would have occurred had the 

ACA been repealed at the start of the calendar year. Spending estimates are in 2019 dollars. 

Conclusion 

If the Supreme Court ultimately finds for the plaintiffs in Texas v. US, the full ACA would effectively be 

repealed. This would have vast consequences that would be felt throughout the US health care system, 

which we cannot measure here. In this analysis, we show that the resulting declines in health coverage 

and federal spending on health care would affect every state and locality, though the size of the impact 

would vary. Reductions in health coverage and federal spending combined with a growing demand for 

uncompensated health care would have important financial consequences for state and local 

governments and health care providers. Additionally, reversing the insurance coverage gains achieved 

under the ACA would reduce access to health care for those losing coverage. 
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Unemployment rates and UI availability 
(by Medicaid expansion status in January 2014) 

Panel A: Unemployment rates 
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new entrants, weighted), merged with U.S. DOL data on UI availability and Kaiser Family
Foundation data on Medicaid expansion status (states that expanded after January 2014
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Health Policy Brief 
December 2019 

Persistent Gap: Gender Disparities in 
Health Insurance and Access to Care 
in California 
Tara Becker and Susan H. Babey 

SUMMARY:  Historically, men have been 
more likely than women to be uninsured, as 
well as less likely than women to enroll in public 
coverage. This policy brief examines gender 
differences in health insurance coverage and 
access to care using data from the 2012-2016 
waves of the California Health Interview Survey. 
By the end of 2016, following three years of 
full health insurance expansion due to the 
Patient Protection and Affordable Care Act 
(which went into effect on January 1, 2014), 
just over 10% of both men and women had 
gained coverage, leaving the gender gap in 
uninsured rates intact. These gains in coverage 
were predominantly the result of increased 
enrollment in Medi-Cal. Women remained 

more likely to be enrolled in public health 
insurance coverage, while men were more likely 
to have coverage through an employer. The 
gains in coverage changed the composition of 
the uninsured and Medi-Cal populations. The 
socioeconomic status of Medi-Cal enrollees and 
of men who remained uninsured improved. Men 
were less likely than women to have contact 
with the health care system, but they were also 
less likely to report experiencing delays in care. 
Though part of this difference could be due to 
the greater diffculty Medi-Cal enrollees face 
in accessing care, these gender disparities are 
also present by health insurance coverage type, 
suggesting that they cannot be eliminated 
solely by expanding health insurance coverage. 

Support for this policy brief 
was provided by a grant from 
The California Endowment. 

Prior to the passage of the Patient 
Protection and Affordable Care Act 

(ACA) in 2010, nonelderly adult women 
(ages 18-64) in California were more likely 
than similarly aged men to have health 
insurance coverage. Women were more 
likely than men to qualify for and enroll in 
public health insurance programs, such as 
Medicaid.1 This gender gap in insurance 
coverage increased during the frst year in 
which the ACA’s coverage expansion was fully 
implemented, as women were more likely 
to gain coverage, predominantly through 
higher enrollment in Medi-Cal, California’s 
Medicaid program.2 

Before the ACA’s coverage expansion, adults 
were eligible for Medi-Cal under a limited 
number of circumstances: low-income parents 

of children under age 18, low-income pregnant 
women, extreme poverty, and disability. Because 
women face a gender gap in employment and 
income and are more likely to have custody of 
young children, they are more likely to meet 
the eligibility requirements for Medi-Cal. 
The ACA expanded Medi-Cal coverage to all 
low-income adults, regardless of parental or 
disability status, and extended subsidies for 
purchasing private health insurance coverage to 
those with incomes below 400% of the federal 
poverty level (FPL).3 These changes provided an 
opportunity to reduce the gender gap in health 
insurance coverage by removing the child-based 
and health restrictions for Medi-Cal and making 
private health insurance more affordable. 

Barriers to accessing health care for those who 
are uninsured are well documented.4 Those 
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Exhibit 1 Comparison of Insurance Coverage by Gender, Adults Ages 18-64, California, 2012-2016 
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Uninsured ESI: Own Name ESI: Dependent 

Private Purchase Medi-Cal Other Public 

Source: 2012, 2014, and 2016 California Health Interview Survey 

enrolled in public health insurance programs, 
such as Medi-Cal, also face greater diffculty 
accessing health care than those with private 
coverage.5 Because women are more likely than 
men to be enrolled in public coverage, they may 
experience greater diffculties accessing care, 
even though men are less likely to have health 
insurance coverage. However, the ACA changes 
in Medi-Cal eligibility requirements could have 
changed the socioeconomic composition of both 
the uninsured and those who enrolled in Medi-
Cal. This could have led to improvements in 
access among the Medi-Cal population that are 
due to changes in the socioeconomic status (SES) 
of that population rather than to improvements 
in delivery systems.6 Similarly, by providing 
access to health insurance for those with incomes 
below 400% FPL, the ACA could also have 
changed the composition of the uninsured 
population by reducing the percentage of the 
uninsured who have lower SES. 

This policy brief extends previous analyses of 
gender differences in health insurance coverage 
among nonelderly adults in California by 
examining whether women continued to 

Note: ESI refers to employer-sponsored insurance. 

experience larger coverage gains than men after 
the ACA expansion went into effect. Next, we 
compare socioeconomic characteristics of men 
and women by type of health insurance coverage 
to examine gender differences in composition 
within insurance type, and to determine 
whether such compositional differences changed 
after the ACA’s coverage expansion went into 
effect. Finally, we assess gender differences 
in access to care and examine whether these 
differences changed over time. 

Men and women experienced similar 
decreases in uninsured rates under the 
ACA’s coverage expansion. 

Though women were more likely to gain health 
insurance in the frst year of the ACA’s coverage 
expansion (2014), two years later, men’s gains 
had caught up (Exhibit 1). In 2012, prior to 
implementation of the ACA, the uninsured rate 
was about fve percentage points higher among 
men (23.3%) than among women (18.8%). 
Between 2012 and 2014, the uninsured rate 
among men did not change signifcantly, though 
it dropped by nearly a third among women, 
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Socioeconomic Characteristics Within Insurance Type, by Gender, Adults Ages 18-64, Exhibit 2 
California, 2012 and 2016 

Uninsured Medi-Cal ESI: Any Source 

2012 2016 2012 2016 2012 2016 

Men Women Men Women Men Women Men Women Men Women Men Women 

Education 

<High School 28.6% 27.5% 30.1% 36.8% 32.5% 35.4% 29.0% 28.0% a 7.7% 7.7% 9.3% 5.1%* a 

High School 34.3% 24.4%* 30.1% 23.6% 33.2% 30.0% 30.2% 26.4% 22.2% 16.2%* 19.0% 15.7% 

Some College 22.7% 29.0%* 18.4% 18.8% a 24.2% 27.8% 25.2% 29.3% 22.7% 27.4%* 23.2% 21.6% a 

College Degree 14.4% 19.1%* 21.3% 20.8% b 10.1% 6.8% 15.6% 16.4% a 47.4% 48.7% 48.5% 57.7%* a 

Employment Status 

Full-Time (21+ hrs/wk) 60.9% 44.1%* 68.0% 47.0%* 45.8% 29.2%* 57.3% 41.3%* ab 82.8% 65.5%* 83.9% 69.1%* 

Part-Time/Other 10.5% 13.3% 10.6% 15.7% 8.7% 13.3% 11.3% 13.7% 5.4% 10.4%* 6.0% 10.4%* 

Unemployed 18.2% 15.5% 13.0% 8.2% a 19.3% 14.9% 10.5% 10.6% b 4.7% 4.8% 2.9% 2.5% ab 

Not in Labor Force 10.4% 27.2%* 8.3% 29.2%* 26.3% 42.6%* 21.0% 34.4%* a 7.1% 19.3%* 7.2% 18.0%* 

Income as Percentage of FPL 

* The difference between men and women is signifcant at p<0.05. 

a For women, the change between 2012 and 2016 is signifcant 
at p<0.05. 

b For men, the change between 2012 and 2016 is signifcant at 
p<0.05. 

from 18.8% to 12.9%. By 2016, however, 
the uninsured rate had dropped signifcantly 
among men, to 13.6% — nearly 10 percentage 
points lower than it had been in 2012. Among 
women, the uninsured rate also dropped about 
10 percentage points from 2012, to 8.7%. The 
uninsured rate for men in 2016 remained about 
5 percentage points higher than that for women. 

Decreases in uninsured rates were driven 
by higher enrollment in Medi-Cal among 
both men and women. 

Though the ACA provides subsidies to purchase 
health insurance on the private insurance 
market, the gains in coverage for both men and 
women between 2012 and 2016 were driven 
by increased Medi-Cal coverage. Between 
2012 and 2016, the percentage enrolled in 
Medi-Cal increased by nearly 16 percentage 
points among women (from 15.2% to 31.4%) 
and by 13 percentage points among men 
(from 10.0% to 23.2%). Coverage through an 

Under 100% FPL 30.9% 30.8% 25.9% 31.0% 42.2% 57.2%* 37.9% 47.3%* a 3.8% 7.0%* 3.6% 3.2% a 

100-199% FPL 32.5% 36.0% 23.4% 29.2% b 30.2% 28.0% 30.1% 29.9% 11.3% 12.2% 9.6% 9.2% a 

200-299% FPL 16.0% 13.4% 23.1% 12.6% 16.2% 9.2%* 14.0% 9.9% 13.6% 12.4% 12.2% 13.3% 

300-399% FPL 7.3% 8.3% 10.2% 6.6% 5.3% 2.7% 5.7% 6.5% a 13.5% 12.3% 12.1% 13.0% 

400%+ FPL 13.3% 11.6% 17.4% 20.6% 6.1% 2.8% 12.2% 6.5%* b 57.9% 56.2% 62.6% 61.3% a 

Owns Home 33.9% 40.4%* 29.9% 43.4% 33.8% 22.8%* 30.8% 29.1% 68.4% 71.5% 62.9% 69.1%* b 

Note: FPL refers to the federal poverty level, and ESI refers to 
employer-sponsored insurance. 

Source: 2012 and 2016 California Health Interview Survey 

employer decreased over this period, but trends 
differ by source (own vs. dependent coverage). 
Coverage received through one’s own employer 
remained steady over the period. The drop in 
employer-sponsored coverage (ESI) was driven 
primarily by a decline in dependent coverage. 
The percentage with ESI dependent coverage 
decreased from 11.4% to 7.8% among men 
and from 20.5% to 13.1% among women. This 
decline in dependent ESI coverage for women 
was more than compensated for by the increase 
in coverage through Medi-Cal. 

Socioeconomic Characteristics of Men and 
Women by Insurance Type 

Most of the change in insurance coverage 
between 2012 and 2016 was due to changes 
in the uninsured and enrollment in Medi-Cal 
and ESI; therefore, in this section our focus is 
on the SES characteristics of these insurance 
types (Exhibit 2). Characteristics of those with 
private purchase coverage, ESI coverage in 
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their own name, and dependent ESI coverage 
can be found in the online Appendix (https:// 
healthpolicy.ucla.edu/publications/search/pages/detail. 
aspx?PubID=1916). 

Socioeconomic status of uninsured men 
improved after ACA expansion 

In 2012, before the health insurance expansion 
went into effect, uninsured men generally had 
a lower SES than uninsured women. Uninsured 
men were less likely than uninsured women to 
have attended or graduated from college (37.1% 
vs. 48.1%) and to own their home (33.9% vs. 
40.4%). By 2016, the SES characteristics of 
uninsured men had improved, while those of 
women remained mostly unchanged. Uninsured 
men were as likely as uninsured women to have 
attended or graduated from college (39.7% 
vs. 39.6%). The proportion of uninsured men 
with income below 200% FPL decreased from 
63.4% to 49.3%. 

SES higher for both men and women 
enrolled in Medi-Cal after ACA expansion, 
but still lower for women than men 

Among adults enrolled in Medi-Cal in 2012, 
women had lower SES than men. Women 
enrolled in Medi-Cal were more likely than 
men to be out of the labor force (42.6% vs. 
26.3%) and to be living in poverty (57.2% 
vs. 42.2%). They were less likely to own their 
own home (22.8% vs. 33.8%). In 2016, after 
the Medi-Cal expansion, both men and women 
enrolled in Medi-Cal had higher SES than in 
2012; education, employment, and income all 
increased among both men and women. This 
increase in socioeconomic status among men 
and women left the 2012 gender differences 
within this population intact. 

Decline in ESI coverage post-ACA 
accompanied by increased SES among 
women with ESI 

In 2012, nonelderly adult men and women 
with insurance coverage through their employer 
had similar SES levels. Among those with 
ESI, the proportions of men and women who 
had a college degree, whose income was above 
400% FPL, and who owned their homes were 
similar. However, men with ESI were more 
likely than women to be employed for 20 or 
more hours per week (82.8% vs. 65.5%), and 
women were more likely to have household 
incomes below the poverty line. After the 
ACA’s health insurance expansion went 
into effect, ESI declined due to a reduction 
in dependent coverage, particularly among 
women. Consistent with this, we saw signifcant 
increases in SES between 2012 and 2016 among 
women with ESI coverage. In 2016, among 
those with ESI, women were more likely than 
men to have a college degree (57.7% vs. 48.5%) 
and to own their own home (69.1% vs. 62.9%). 
By 2016, household income had increased 
among women with ESI coverage, erasing the 
gender gap that had been present in 2012. 
Taken together, the increases in socioeconomic 
status among those with ESI are consistent 
with the hypothesis that the decline in ESI 
coverage was driven by the increase in available 
alternatives to dependent coverage for those 
with incomes below 400% FPL after the ACA 
was fully implemented. 

https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1916
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Gender Differences in Access to Care, Adults Ages 18-64, California, 2012 and 2016 Exhibit 3 

2012 2016 
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Source: 2012 and 2016 California Health Interview Survey 
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Gender Differences in Access to Care 

The growth in health insurance coverage did 
not always lead to improvements in access to 
care, nor to decreases in gender disparities in 
access (Exhibit 3). Men reported weaker ties 
and fewer contacts with the medical system 
than women, both overall and within health 
insurance coverage type. This was true in both 
2012 and in 2016, after the health insurance 
expansion had taken hold. 

Men More Likely Than Women to Have No 
Usual Source of Care 

Men were less likely than women to have a 
usual source of care, and this did not change 
between 2012 and 2016. About one-fourth of 
the men (approximately 25%) reported they 
did not have a usual source of care at both 
time points, compared to roughly 15% of 
women. The gender gap was largest among the 
uninsured, who were the least likely to have a 
usual source of care at both time points, and 
smallest among those with ESI, who were the 
most likely to have a usual care source at both 
time points (data by insurance type are not 
shown but are available in the online Appendix: 
https://healthpolicy.ucla.edu/publications/search/pages/ 
detail.aspx?PubID=1916). The percentage of 
men with ESI who had no usual source of care 

increased signifcantly between 2012 and 2016. 
However, there was no change among men 
overall, because many uninsured men gained 
coverage through Medi-Cal during this period, 
and the percentage of Medi-Cal enrollees who 
lacked a usual source of care was lower than 
the percentage of uninsured men who lacked a 
usual source of care. 

Men More Likely Than Women to Report 
No Doctor Visit in the Past Year 

Men were more likely than women to report 
that they hadn’t visited a doctor in the past 
year. The gender gap narrowed slightly between 
2012 and 2016, from 14.9 percentage points to 
11.0 percentage points, because the percentage 
of men with no doctor visits in the past year 
signifcantly decreased — from 30.3% to 
26.7% — while the percentage of women 
remained at about 15.5%. A gender gap was 
apparent within each insurance type in both 
years, but the largest gender gap occurred 
among the uninsured, who also were the least 
likely to have visited a doctor in the past year. 
The overall decline among men was due in part 
to declines in the uninsured rate, which shifted 
more uninsured men into Medi-Cal, where they 
were more likely to have had at least one doctor 
visit in the past year. 

https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1916
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Exhibit 4 Gender Differences in Delays in Care, Adults Ages 18-64, California, 2012 and 2016 
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Source: 2012 and 2016 California Health Interview Survey 

ED Visits Higher in 2016 Than 2012 
Among Both Men and Women 

Overall, both men and women were more 
likely to have visited the ED in 2016 than in 
2012. Among men, the percentage who visited 
the ED in the past year increased from 16.5% 
to 20.8%; among women, the percentage 
increased from 19.3% to 23.0%. Women were 
more likely than men to report visiting the ED 
in 2012, but not in 2016. Men and women 
who were enrolled in Medi-Cal were more 
likely to have visited the ED in the past year 
than those who were either uninsured or had 
ESI throughout the period. The overall increase 
between 2012 and 2016 was most likely due to 
the increased enrollment in Medi-Cal in 2016. 

Gender Differences in Delays in Care 

Though men have fewer ties to the health 
care system and are less likely to be insured, 
women are more likely to report experiencing 
delays in care (Exhibit 4). This was true in 

Men 

Women 

Men 

Women 

Men 
3.6% 

5.1% 

7.2% 
6.2% 

Women 

Men 

Women 

10.7% 

12.2% 

10.0% 
8.4% 

10.2% 
6.8% 

8.7% 
4.7% 

17.1% 
15.2% 

14.0% 

14.2% 

8% 10% 12% 14% 16% 18% 

both 2012 and 2016. Although delays in care 
declined somewhat among both women and 
men, men generally experienced slightly greater 
improvements. 

Women More Likely to Report Delaying 
Care, Despite Declines in Delays of Care 
Between 2012 and 2016 

Women were signifcantly more likely than 
men to report that they had delayed needed 
medical care in the past year (15.2% vs. 
10.7% in 2016). The gender gap remained 
relatively stable between 2012 and 2016. Both 
men and women experienced a decline over 
this period, but only the decline among men 
was statistically signifcant. The uninsured 
were less likely to report delaying medical care 
in 2016 than they were in 2012, regardless of 
gender (data by insurance type are not shown 
but are available in the online Appendix: 
https://healthpolicy.ucla.edu/publications/search/pages/ 
detail.aspx?PubID=1916). Because of this, by 

https://healthpolicy.ucla.edu/publications/search/pages/detail.aspx?PubID=1916
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2016, Medi-Cal enrollees had become the most 
likely group to have delayed medical care. 

Women More Likely to Report Delays in 
Filling a Prescription 

Women were signifcantly more likely than 
men to report that they had delayed flling 
a prescription in the past year at both time 
points. The proportion of women who delayed 
flling a prescription was approximately 4 
percentage points higher than the proportion 
of men in both 2012 and 2016. Among those 
with either Medi-Cal or ESI, women were 
signifcantly more likely to have delayed flling 
a prescription in 2012. 

Both Women and Men Experienced Declines 
in Delaying Medical Care Due to Cost 

There was no difference between men and 
women in the percentage who delayed medical 
care due to cost. Between 2012 and 2016, 
both men and women experienced a signifcant 
decrease in cost-based delays in medical care, 
with a decline from 8.7% to 4.7% for men and 
10.2% to 6.8% for women. The percentage of 
the uninsured who delayed medical care due 
to cost decreased by 11.1 percentage points 
among both men and women. The percentage 
of Medi-Cal enrollees who experienced a cost-
based delay in medical care declined by 6.0 
percentage points. 

Women Were More Likely to Experience a 
Delay in Filling Prescriptions Due to Cost 
in Both 2012 and 2016 

Women were more likely than men to 
experience delays in flling a prescription due 
to cost at both time points. The percentage 
of men who experienced a delay in flling 
a prescription due to cost in the past year 
signifcantly decreased, while there was no 
change among women overall. Among women 
enrolled in Medi-Cal, the percentage reporting 
they had delayed flling a prescription due to 
cost signifcantly decreased from 7.2% in 2012 
to 6.2% in 2016. 

Discussion 

When fully implemented in 2014, the 
Affordable Care Act opened new health 
insurance options to many Californians. As 
a result, millions of uninsured Californians 
signed up for Medi-Cal or private purchase 
health insurance coverage through California’s 
private health insurance exchange, Covered 
California. Many Californians who had 
previously received employer-sponsored 
dependent coverage through a parent or spouse 
shifted to less expensive coverage through 
Medi-Cal or the private purchase market. 
Both men and women benefted from these 
coverage expansions in similar ways. Because 
of this, the gender gap in coverage observed 
prior to implementation of the ACA remained 
in 2016. Men continued to be more likely to 
be uninsured, and women continued to be 
more likely to enroll in public health insurance 
coverage programs, such as Medi-Cal. Among 
Californians who remained uninsured in 
2016, men were less likely to meet eligibility 
requirements for Medi-Cal,7 suggesting that 
further efforts to increase enrollment in that 
program under current eligibility rules will 
not eliminate the gender gap in coverage. 
Instead, it appears that reducing the gender 
gap will require expanding access to affordable 
coverage either through the private market 
or through the expansion of eligibility 
requirements for public programs. 

The increases in health insurance coverage 
did not substantially alter gender differences 
in most measures of health care access and 
utilization. Both before and after the coverage 
expansion, women were more likely than men 
to have a usual source of care and to have visited 
the doctor in the past year. However, the gender 
gap for visiting a doctor in the past year became 
narrower: A decline in the percentage of men 
who were uninsured led to a decrease in the 
percentage of men who had not visited a doctor 
in the past year. The largest gains in access 
came from decreases over time in delays seeking 
care, particularly delays due to cost or lack 
of insurance. Though both men and women 
experienced fewer delays in general and fewer 
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delays due to cost or lack of insurance, men 
tended to see slightly greater improvements, 
so gender differences in access to care remained 
stable or grew over the period. 

The stability of the gender gap in access to 
health care could refect the fact that the ACA’s 
coverage expansion led to similar declines in 
the uninsured rates of both men and women 
in California. Moreover, there were few gender 
differences in the type of coverage gained: Both 
men and women primarily gained coverage 
through the expansion of Medicaid, minimizing 
the impact that this expansion had on gender 
disparities in access to care. Though these 
disparities in access are long-standing8 — due 
in part to a lack of medical providers who accept 
the lower reimbursement rates paid by Medi-
Cal compared to private health insurance — the 
rapid growth in enrollment in Medi-Cal after 
the ACA’s expansion of eligibility may have 
exacerbated these issues. 

The expansion of eligibility also affected the 
socioeconomic composition of the uninsured, 
Medi-Cal, and ESI populations, which could 
have contributed to changes over time within 
these insurance types. However, many of the 
gender disparities within insurance type did 
not change in ways that were consistent with 
these compositional changes. For example, 
uninsured women experienced reductions 
similar to those of uninsured men in delays 
in receiving medical care due to cost, though 
only uninsured men had higher SES in 2016 
than 2012. Therefore, it seems less likely 
that these compositional changes explain the 
changes in access by insurance type over time. 
Though gender disparities might be reduced 
by expanding coverage, they will not be 
totally eliminated even if disparities in access 

to health insurance coverage are diminished. 
Instead, these disparities might refect gender-
based differences in overall health, health 
care utilization, and socioeconomic status 
— differences that are more entrenched and 
resistant to change. 

Data Source and Methods 
This policy brief presents data from the 2012, 2014, 
and 2016 years of the California Health Interview 
Survey (CHIS), conducted by the UCLA Center for 
Health Policy Research (CHPR). Health insurance 
coverage was measured at a point in time (at the time 
of responding to the survey). As a result, estimates 
presented here may differ from other sources that 
report coverage over the past year. CHIS is a telephone 
survey that uses a dual-frame, random-digit-dial 
(RDD) technique. Through the use of traditional 
landline RDD and cell-phone RDD sampling frames, 
the survey is representative of the state’s population. 
Survey items for the adult modules are self-reported, 
with data collected by trained interviewers. 

CHIS data are collected continuously throughout the 
year, and each full cycle is comprised of two years. 
Each year, CHIS completes interviews with adults, 
adolescents, and parents of children in more than 
20,000 households, drawn from every county in the 
state. Interviews are conducted in English, Spanish, 
Chinese (both Mandarin and Cantonese), Vietnamese, 
Tagalog, and Korean. Interviews cover a diverse array 
of health-related topics, including health insurance 
coverage, health status and behaviors, and access to 
health care. CHIS employs a complex survey design 
that requires analysts to use complex survey weights 
to provide accurate variance estimates and statistical 
testing. All analyses presented in this policy brief 
incorporate replicate weights to provide corrected 
confdence interval estimates and statistical tests. 
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REMAINING UNINSURED IN CALIFORNIA 
This ITUP Snapshot updates the profile of the state’s uninsured using 2018 data from the California Health Interview 
Survey (CHIS), and projections for 2022 from the California Simulation of Insurance Markets (CalSIM). 

In the years leading up to the Affordable Care Act (ACA), the uninsured rate among Californians under the age of 65 
was approximately 16 percent.1 Implementation of the ACA dramatically reduced the rate of uninsured to 8.1 percent, 
or approximately 2.67 million uninsured Californians by 2018.2 The new CHIS data reveals that California’s rate of 
uninsured remained steady, with no significant changes in the rate between 2017 and 2018. 

Who Are California’s Uninsured? 

According to CHIS, in 2018: 

§ Region: Los Angeles County had the highest number Figure 1. Uninsured Californians Under Age 65 
of uninsured at 816,000.3 The Central Coast region by Region, 2018 
(Monterey, San Benito, San Luis Obispo, Santa 

Los Angeles County 816,000Barbara, Santa Cruz, and Ventura counties) had the 
Bay Area Counties 345,000highest rate of uninsured at 12.8 percent. (Figure 1) 

San Joaquin Valley 267,000
§ Race and Ethnicity: Approximately 63 percent of 

Central Coast 245,000uninsured Californians were Latino.4 Even though 
there was no significant change in the rates of the San Diego 204,000 
uninsured based on ethnicity and race between San Bernardino 168,000 
2017 and 2018, Latinos remained significantly more Orange County 164,000
likely to be uninsured than other population groups.5 

Sacramento Area Counties 120,000(Figure 2) 
Northern/Sierra Counties 77,000 

§ Immigration Status: At 36 percent uninsured, 
0 200,000 400,000 600,000 800,000 1,000,000non-citizens were more likely to be uninsured than 

Source: 2018 California Health Interview Survey, released October 2019. Chart prepared by Insure the Uninsured Project. U.S. born or naturalized citizens.6 

Figure 2. Uninsured Californians Under Age 65 by Race and Ethnicity, 2018 
0.1% 1.5% 

0.3% 10.6% 
Latino 

5.2% White 
African American 
American Indian/ Alaska Native*19.7% 

62.6% Asian 
Native Hawaiian/Pacifc Islander 
Two or More Races 

*Data is considered unstable because of low sample size. 

Source: 2018 California Health Interview Survey, released October 2019. Chart prepared by Insure the Uninsured Project. 

1 

http://ask.chis.ucla.edu/ask/SitePages/AskChisLogin.aspx?ReturnUrl=%2fAskCHIS%2f_layouts%2fAuthenticate.aspx%3fSource%3d%252FAskCHIS%252F&amp;Source=%2FAskCHIS%2F
https://healthpolicy.ucla.edu/publications/Documents/PDF/2019/CAHealthCoverage-report-nov2019.pdf
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§ Income: Nearly 849,000 uninsured Californians had 
incomes less than 138 percent of the Federal Poverty 
Level (FPL) ($16,754 for an individual),7 making them 
income-eligible for Medi-Cal. Almost half of California’s 
uninsured, an estimated 1.2 million, had incomes of 
139-400 percent FPL ($16,875 to $48,560 per year), 
making them income-eligible for 2018 federal subsidies 
in the ACA exchange, Covered California. (Figure 3) 

Despite being income-eligible, many uninsured 
Californians are not eligible to enroll in comprehensive 
Medi-Cal or Covered California because of their 
immigration status. 

§ Children and Youth: An estimated 226,000 California 
children (0-18), and 454,000 young adults 19-25, were 

Figure 3. Uninsured Californians Under Age 65 
by Federal Poverty Level, 2018 

900,000 

800,000 

700,000 

600,000 

500,000 

400,000 

300,000 

200,000 

100,000 

0 

849,000 

657,000 630,000 

538,000 

0-138% FPL 139-250% FPL 251-400% FPL Over 400% FPL 

Source: 2018 California Health Interview Survey, released October 2019. 
Chart prepared by Insure the Uninsured Project. 

without coverage in 2018. 
2022 Projections 

The UCLA Center for Health Policy Research and the UC Berkeley Center for Labor Research and Education recently 
released updated projections for 2022 using the jointly-developed CalSIM model.8 The new CalSIM projections reflect 
2019 state policy changes that expand Medi-Cal to cover undocumented young adults 19-25, provide additional 
state subsidies for low and moderate income individuals through Covered California, and impose a state coverage 
requirement (individual mandate). Importantly, CalSIM projections count as uninsured individuals who only 
have restricted Medi-Cal, limited to emergency, pregnancy-related services or limited long term care. 

CalSIM projects that, by 2022, absent any further policy changes, the number of uninsured Californians would remain 
stable at 3.5 million. The state's policies will have prevented an estimated 770,000 Californians from becoming 
uninsured by 2022, and 1.55 million Californians could benefit from reduced premiums because of state subsidies or 
pay lower premiums due to a healthier risk mix. CalSIM estimates that 970,000 uninsured Californians will be eligible 
for Covered California in 2022 and the majority will also be eligible for federal and state subsidies. 

Figure 4. Uninsured Californians Under Age 65, Figure 5. Uninsured Californians Under Age 65 
2020 Projections by Race, 2022 Projections 

2022 

1,340,000 

660,000 

200,000 
410,000 
180,000 
190,000 

550,000 

1% 
Undocumented 
Eligible for Medi-Cal 

66% 
7% 

3% 

23% Latino 
Eligible for Covered CA <200% FPL Asian 
Eligible for Covered CA 200-400% FPL African American 
Eligible for Covered CA 400-600% FPL White 
Eligible for Covered CA Over 600% FPL Other 
Eligible for Employer Coverage 

Source: UCLA- UC Berkeley CalSIM version 2.7, Nov. Source: UCLA- UC Berkeley CalSIM version 2.7, Nov. 
2019.  Chart prepared by Insure the Uninsured Project. 2019.  Chart prepared by Insure the Uninsured Project. 
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DATA NOTE: Most estimates of the number of insured in California include individuals who have restricted scope Medi-
Cal, a limited program primarily covering undocumented adults for emergency and pregnancy related services. For 
example, the California Health Interview Survey (CHIS) relies on self-reported insurance status and it is likely that 
respondents with restricted scope Medi-Cal report they are insured. 

However, researchers working with the CalSIM model project rates of uninsured including individuals on restricted 
scope Medi-Cal as uninsured. The CalSIM approach can help policymakers more fully understand the number of 
Californians in need of comprehensive health care coverage. 

ENDNOTES 
1. UCLA Center for Health Policy Research, 2011 California Health Interview Survey, Public Use File, October 2012. 

2. UCLA Center for Health Policy Research, 2018 California Health Interview Survey Public Use File, October 2019. 

3. 2018 California Health Interview Survey, October 2019. 

4. 2018 California Health Interview Survey, October 2019. 

5. Tara Becker and Ninez Ponce, "Californians Maintain Health Insurance Coverage Despite National Trends,"UCLA Center for Health Policy Research, 
October 2019. 

6. 2018 California Health Interview Survey, October 2019. 

7. California Department of Public Health, 2018 Federal Poverty Guidelines, 2018. 

8. Miranda Dietz, Laurel Lucia, Xiao Chen et al., “California’s Steps to Expand Health Coverage and Improve Affordability,” UCLA Center for Health Policy 

Research and UC Berkeley Labor Center, November 2019. 

About ITUP 
Insure the Uninsured Project (ITUP) is a Sacramento-based nonproft 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. 
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By David Anderson, Jean M. Abraham, and Coleman Drake 

Rural-Urban Differences In 
Individual-Market Health Plan 
Affordability After Subsidy 
Payment Cuts 

ABSTRACT This article investigates changes in the affordability of 
individual health plans (Marketplace plans) that were compliant with the 
Affordable Care Act following the termination of cost-sharing reduction 
subsidy payments in 2017. We examined how states’ and insurers’ 
responses to these cuts affected enrollees differently depending on 
whether they lived in rural or urban geographic areas and were or were 
not eligible for Advance Premium Tax Credits. Using data for 2014–19 
from the Health Insurance Exchange Compare database and other 
sources, we found that subsidy-eligible enrollees in rural markets gained 
access to Marketplace plans that were more affordable than those 
available to their urban counterparts, after the cuts affected premiums in 
2018. Average minimum net monthly premiums for subsidized enrollees 
in majority-rural geographic rating areas decreased from $288 in 2017 to 
$162 in 2019, while those of their urban counterparts decreased from 
$275 to $180. In contrast, rural enrollees without subsidies faced the least 
affordable premiums for Marketplace plans. 

I
n 2018 roughly twelve million consum-
ers purchased coverage that was compli-
ant with the Affordable Care Act (ACA) 
through the individual market.1 The 
ACA sought to improve the affordability 

of individually purchased health insurance 
through the Marketplaces, whose implementa-
tion began in 2014. Enrollees can buy plans with 
different levels of financial protection. In the 
state-run and federally facilitated Marketplaces, 
bronze-level plans cover 60 percent of claims 
costs, on average, while silver plans cover 70 per-
cent, gold plans 80 percent, and platinum plans 
90 percent. Marketplaces provide Advance Pre-
mium Tax Credits (APTCs), subsidies that cap 
premiums for households with incomes of 100
400 percent of the federal poverty level. (The 
income of a single person with an income 
400 percent of poverty in 2019 is $49,960; the 
income for a family of four at the same level of 
poverty is $103,000.) While an eligible enrollee s 

APTC is based on the difference between the 
premium of a benchmark plan and a designat-
ed contribution tied to household income, the 
APTC can be applied to most plans offered on the 
Marketplace. In addition to APTCs, the ACA also 
offers cost-sharing reduction (CSR) subsidies, 
which reduce out-of-pocket spending on medical 
care for lower-income households (those with 
incomes of 100 250 percent of poverty) that en-
roll in silver plans. Higher-income households 
(with incomes of over 400 percent of poverty) 
can purchase unsubsidized coverage on or off 
the Marketplace. 
On October 12, 2017, the federal government 

announced that payments to insurers for CSR 
subsidies would be terminated, leading many 
state regulators to support premium-setting 
strategies known as silver loading, silver 
switching, and broad loading by insurers that 
resulted in higher effective APTCs and lower net 
premiums for most Marketplace enrollees with 
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APTCs.2 The potential impact of these strategies 
on plan affordability can differ across rural and 
urban areas, given differences in insurance mar-
ket structure and insurers behavior. This article 
examines how the CSR subsidy termination 
changed plan affordability over time and how 
affordability differed for enrollees residing in 
rural and urban markets. 
Today, individual-market performance de-

pends on the collaborative actions of federal 
and state governments as well as the decisions 
of private insurers to sell coverage and price 
plans in ways that reflect local market condi-
tions. This can produce dramatically different 
outcomes within and across states. Evidence sug-
gests that individual-market performance has 
varied extensively with respect to insurer partic-
ipation, plan choice, and premiums for enrollees 
with and without APTCs.3 Differences in perfor-
mance between rural and urban geographic mar-
kets are particularly striking. Insurer participa-
tion is lower in rural markets relative to urban 
ones, which leads to less competition. In 2019, 
44 percent of rural counties had a single Market-
place insurer, while only 14 percent of urban 
counties did.4 Lower insurer participation could 
stem from entry barriers related to smaller pop-
ulation size. In 2016 enrollment in the federally 
facilitated Marketplaces in rural counties aver-
aged 847 people, while average enrollment in 
urban counties was 8,803 people.5 Enrollment 
rates are also lower in rural counties relative to 
urban ones,6 which creates additional uncertain-
ty for insurers with respect to setting premiums. 
Furthermore, limited provider supply and mar-
ket concentration have the potential to create 
entry barriers for insurers in rural markets, par-
ticularly given the ongoing trend of rural hospi-
tal closures.7,8 

Additional evidence documents a strong in-
verse relationship between the number of insur-
ers in a market and premiums.9,10 Recent work 
has also found lower premium growth in rating 
areas with a large metropolitan county.11 How-
ever, even with insurer participation controlled 
for, there are significant rural-urban differences 
in premiums which may reflect underlying dif-
ferences in provider market competition, enroll-
ment,12 or the health status of enrollees.13 

Through legislation and regulatory oversight, 
states can influence individual-market perfor-
mance. For example, a decision by state policy 
makers to expand eligibility for Medicaid affects 
consumers access to public coverage and influ-
ences the composition of the individual-market 
risk pool.14 In many states regulators also engage 
with insurers to ensure geographic access to 
plans, review provider network adequacy, and 
approve proposed rates. Regulators must also 

respond to federal policy shocks that could affect 
the individual market in their state. One signifi-
cant federal policy shock that affected affordabil-
ity occurred in October 2017, when the adminis-
tration of President Donald Trump announced 
the discontinuation of CSR subsidy payments to 
insurers. The ACA still required insurers to con-
tinue offering CSR subsidies to eligible enrollees. 
States and insurers responded to CSR subsidy 

cuts in 2018 using three general approaches to 
premium setting: silver loading (increasing the 
premiums of all silver plans offered on or off the 
Marketplaces), silver switching (increasing only 
the premiums of on-Marketplace silver plans 
and offering nearly identical off-Marketplace 
plans without premium increases linked to CSR 
subsidy cuts), and broad loading (that is, in-
creasing all plans premiums). (States responses 
to these cuts as of 2019 are presented in more 
detail below.) 
We hypothesized that the effect of silver load-

ing and switching was particularly strong in ru-
ral areas because of the higher prevalence of 
monopolist insurers.13 Insurers participating in 
a given rating area must offer at least one silver 
and one gold plan and may offer more plans. The 
difference in premiums between the least expen-
sive offered plan and the benchmark plan (the 
second-lowest-cost silver plan) drives affordabil-
ity for subsidized enrollees. Monopolists can 
unilaterally set the premiums of the benchmark 
silver plan and the lowest-cost plan to price-
discriminate among subsidized enrollees. They 
do this by creating a spread between these two 
plans premiums, attracting enrollees with a 
greater willingness to pay for health insurance 
to plans such as the benchmark silver plan and 
enticing enrollees with a lower willingness to pay 
into the Marketplaces with a low- or zero-premi-
um lowest-cost plan (which is typically a bronze 
plan).15 Competitive insurance markets more 
likely to be urban markets will have multiple 
insurers attempting to capture the benchmark 
and less expensive plan positions, which leads to 
a convergence of products and premiums that in 
turn narrows the potential premium spread. No 
single insurer in a competitive market is able to 
freely engage in the same type of strategic behav-
ior that a monopolist can pursue. 
This article investigates changes in the afford-

ability of ACA-compliant individual insurance 
plans before and after the CSR subsidy cuts, with 
a focus on understanding how variation in states
responses differentially affected enrollees resid-
ing in rural and urban areas. State policy makers 
and regulators play an influential role with re-
spect to how well their individual markets per-
form on the dimensions of competition, choice, 
and affordability.16 We focused on quantifying 
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the effects of key state policy decisions regarding 
the CSR subsidy cuts, while we controlled for 
other state policy and insurance market attri-
butes that could influence affordability. Insights 
from this analysis can inform future state re-
sponses to changes in the legal, regulatory, and 
competitive dimensions of the individual mar-
ket, including improved understanding of the 
distributional effects of state regulatory de-
cisions. 

Study Data And Methods 
Data And Measures Our primary data were the 
April 1, 2019, version of the Robert Wood John-
son Foundation s Health Insurance Exchange 
(HIX) Compare data for plan years 2014 19.17 

These data describe plan pricing and insurer 
participation at the level of the geographic rating 
area (GRA). These are geographic areas (typical-
ly clusters of counties) in which insurers must 
price their plan offerings uniformly before tak-
ing account of age adjustments and subsidies. 
The data include all individual-market plans, 
both on and off the Marketplace. In conjunction 
with the HIX Compare data, we used the Henry J. 
Kaiser Family Foundation s premium tax credit 
subsidy calculator18 to identify postsubsidy 
monthly premiums, or net premiums, for vari-
ous household income levels. We calculated net 
premiums for the lowest-cost plan available in 
each rating area and metal level for on- and off-
Marketplace plans. To calculate net premiums, 
we applied APTCs to on-Marketplace plans
gross premiums for income levels ranging from 
100 percent to 400 percent of poverty. For all 
other plans and income levels, gross premiums 
were equal to net premiums. We excluded cata-
strophic plans, as they are primarily available 
only to people younger than age thirty and are 
not eligible for APTCs. We also constructed a 
measure of the number of unique on-Market-
place insurers in each GRA. 
We used three supplementary data sets. First, 

we used 2010 US census data to classify GRAs as 
majority rural or majority urban. We classified a 
GRA as majority urban or majority rural by using 
as the numerator the sum of the rural popula-
tions of each county within the GRA according to 
the 2010 census and using as the denominator 
the total population of the GRA s counties.19 

GRAs whose populations were more than 50 per-
cent rural were classified as majority rural, and 
other GRAs were classified as majority urban. 
Second, we used Kaiser Family Foundation data 
on states decisions to expand Medicaid eligibili-
ty and maintain a state-based Marketplace.20 

Third, we used data compiled by Charles Gaba 
and coauthors on states responses to CSR pay-

ment cuts.21 

Our final analytic sample consisted of 476 
GRAs with data for 2014 19, 139 of which were 
majority rural and 337 of which were majority 
urban. We excluded 26 GRAs whose boundaries 
were not defined by county lines or had changed 
over the study period. This restriction removed 
rating areas from Alaska, Idaho, Massachusetts, 
Nebraska, and Washington, as well as Los 
Angeles County, California, from our analysis. 
State-based Marketplace plans premiums were 
unavailable in the 2014 HIX Compare data. 

Analysis We measured affordability as the 
post-APTC monthly premium of the lowest-cost 
plan available to a single, fifty-year-old, non-
smoking adult (we refer to this as the minimum 
net premium). For subsidized enrollees (that is, 
enrollees with incomes of 100 400 percent of 
poverty), the minimum net premium is the dol-
lar amount an enrollee must pay to obtain the 
lowest-cost plan after the application of the 
APTC. Formally, the APTC is the difference be-
tween the Essential Health Benefits share of the 
premium of the benchmark silver plan and the 
maximum out-of-pocket spending required of an 
enrollee based on their household income. For 
unsubsidized enrollees (that is, enrollees with 
incomes that exceed 400 percent of poverty), the 
minimum net premium simply equals the premi-
um for the lowest-cost plan. Throughout our 
analysis we examined minimum net premiums 
for a single, fifty-year-old, nonsmoking adult 
with an income of 400 percent and those for a 
similar person with an income of 401 percent of 
poverty to represent the subsidized and unsub-
sidized enrollee segments, respectively. We also 
examined other income and age groups in sup-
plemental analyses. 
We used bivariate analyses as well as multivar-

iate regression to compare how minimum net 
premiums changed over time and across income 

Marketplace plans 
have become more 
affordable for 
subsidized rural 
enrollees compared to 
their urban 
counterparts. 
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levels for enrollees residing in majority-rural or 
majority-urban GRAs. Our regression analyses 
used generalized linear models with log links 
and gamma distributions to estimate how mini-
mum net premiums for subsidized and unsubsi-
dized enrollees were associated with state policy 
decisions and insurer participation in the period 
2014 19. We stratified our analysis by majority-
rural and majority-urban GRAs to be able to as-
sess whether the patterns of association differed 
for rural and urban markets. Explanatory varia-
bles included states responses to CSR subsidy 
cuts: no response, silver loading, silver switch-
ing, broad loading, or mixed loading. We also 
included time-varying indicators for Market-
place type and Medicaid expansion status. Given 
the prevalence of monopolies in rural GRAs,15 we 
measured insurer participation as an indicator 
equal to 1 if the on-Marketplace GRA was served 
by a monopolist, and equal to 0 otherwise. To 
control for time-invariant GRA characteristics 
and year-specific trends, we included GRA and 
year fixed effects in our models. The state policy 
and monopoly variables were thus identified by 
changes in state policy and insurer participation 
over time within GRAs. Finally, we clustered 
standard errors at the state level, since this 
was the geographic unit at which key policy de-
cisions were made. 

Limitations Our study had several limita-
tions. First, the HIX Compare data do not de-
scribe variation in ACA-compliant plan offerings 
at the county level, even though insurers can and 
do vary their offerings across counties within 
GRAs.22 This may have led to measurement error 
in minimum net premiums and monopoly sta-
tus. While county-level plan offering data are 
available in the qualified health plan landscape 
file,23 those data exclude state-based Market-
place information. 
Second, we did not adjust net premiums for 

the inclusion of benefits other than Essential 
Health Benefits, such as chiropractic care or 
abortion services not eligible for federal funding. 
This limitation could mean that we slightly over-
estimated the affordability of Marketplace plans 
for subsidized enrollees. 
Third, our regression did not control for un-

observed time-varying GRA characteristics, such 
as incremental changes in states administration 
of their Marketplaces or shifting political opin-
ions about the Marketplaces within rating areas. 
Fourth, we were forced to exclude three states 

with significant rural populations (Alaska, Idaho, 
and Nebraska), because these states defined their 
rating areas at the three-digit ZIP code level, 
which prevented us from consistently assigning 
rating areas as majority urban or majority rural. 
Finally, our analysis examined the affordabili-

ty of only the lowest-cost plan. We were not able 
to assess affordability among plans purchased by 
enrollees. 

Study Results 
In response to cuts in CSR subsidies, in 2019 
eleven states used silver loading, thirty-one used 
silver switching, three used broad loading, and 
five used a combination of approaches ( mixed 
loading ) (exhibit 1). The District of Columbia 
did not respond to CSR subsidy cuts, as its Med-
icaid eligibility level (215 percent of poverty) 
largely nullified their effect. Broad loading may 
have decreased affordability for unsubsidized 
enrollees by burdening them with the costs of 
the cuts. Silver loading may have had a similar 
effect, but only for silver plans. Silver loading 
and switching may have increased affordability 
for subsidized enrollees by increasing the size of 
APTCs, which are tied to silver plan premiums. 
From 2014 to 2017 average minimum net 

monthly premiums were higher for subsidized 
enrollees in majority-rural GRAs than for those 
in majority-urban GRAs (exhibit 2). After CSR 
subsidy cuts and states responses in 2018 and 
2019, minimum net premiums decreased more 
for subsidized enrollees in majority-rural GRAs 
than for their urban counterparts. As shown in 
exhibit 2 and online appendix exhibit A2,24 the 
premiums for subsidized enrollees in majority-
rural GRAs decreased from $288 in 2017 to $157 
in 2018, while their urban counterparts premi-
ums decreased from $275 to $180. Unsubsidized 
enrollees in majority-rural GRAs have experi-
enced higher premiums than their urban coun-
terparts have since 2014. Unsubsidized enrollees 
in majority-rural and -urban GRAs experienced 
large increases in premiums in 2017 and 2018; 
increases in 2019 were modest. 
GRAs in states that used strategies other than 

broad loading saw large reductions in average 
minimum net premiums in 2017 and 2019 for 
subsidized enrollees (exhibit 3). Regardless of 
the strategy that was implemented, decreases in 
premiums were larger for subsidized enrollees in 
majority-rural GRAs than for those in majority-
urban GRAs. For example, in states that used 
silver switching, premiums decreased by $151 
for subsidized enrollees in majority-rural GRAs, 
but by only $75 for those in majority-urban 
GRAs. Unsubsidized enrollees saw a premium 
increase in both majority-urban and -rural GRAs 
across all responses. On average, premiums in-
creased from 2017 to 2019 by $91 in majority-
rural GRAs and by $86 in majority-urban GRAs 
(appendix exhibit A3).24 We found similar pat-
terns for different income levels and age groups. 
Exhibit 4 provides the results of our regression 
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Exhibit 1 

States’ responses in 2019 to cuts in cost-sharing reduction (CSR) subsidies 

SOURCE Authors’ analysis of data from Gaba C, et al. 2019 CSR load type (see note 21 in text). NOTES Silver-loading states offset the 
costs of the CSR subsidy cuts by increasing premiums only for silver plans. Silver-switching states offset the costs by increasing 
premiums only for on-Marketplace silver plans. Broad-loading states increased the premiums for all plans. Mixed-loading states al-
lowed insurers to pursue their own loading strategies. The District of Columbia did not respond to subsidy payment cuts, as explained 
in the text. Minnesota and New York responded to the cuts as indicated, but their responses had minimal impact on premiums because 
their Basic Health Programs cover people who would be eligible for Marketplace coverage with incomes below 200 percent of the 
federal poverty level. 

models that controlled for factors leading to var-
iation in minimum net monthly premiums from 
2014 to 2019 . For subsidized enrollees, GRAs in 
states that responded to CSR subsidy cuts using 
silver loading, mixed loading, or silver switching 
had significantly lower minimum net monthly 
premiums relative to GRAs in states before the 
cuts. For example, premiums were $216 lower, 
on average, than before the cuts in majority-rural 
GRAs in states that used silver switching. In ma-
jority-urban GRAs this decrease was $140, on 
average. Regardless of states’ responses to the 
cuts, decreases in premiums were larger for en-
rollees in majority-rural GRAs than those in 
majority-urban GRAs. Silver switching was asso-
ciated with premium decreases of $33 and $43 for 
unsubsidized enrollees in majority-rural and 
-urban GRAs, respectively. Mixed loading was 
associated with premium decreases of $169 for 
subsidized enrollees in majority-rural GRAs but 
with increases of $46 for unsubsidized enrollees 

in those areas. It was also associated with premi-
um decreases of $108 for subsidized enrollees in 
majority-urban GRAs. Other state responses to 
the CSR subsidy cuts were not associated with 
significant changes in premiums for unsubsi-
dized enrollees. As shown in appendix exhib-
it A4,24 we found similar results when examining 
other income groups and household types, with 
the exception that younger, single enrollees with 
higher incomes had premiums that were more 
similar to those of unsubsidized enrollees, as 
their gross premiums were too low to qualify 
for premium assistance. 
Our analyses also illustrate associations be-

tween insurance market structure and minimum 
net monthly premiums, when we controlled for 
states’ responses to the CSR subsidy cuts (exhib-
it 4). As hypothesized, monopoly GRAs were 
associated with premiums for subsidized enroll-
ees that, on average, were lower than those in 
GRAs with more than one insurer, although the 
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association was significant only in majority-ur-
ban GRAs. For unsubsidized enrollees in both 
majority-rural and -urban GRAs, markets served 
by a single insurer were associated with higher 

premiums. 
With respect to other state policies, having 

a state-based Marketplace was associated with 
lower minimum net monthly premiums, if we 

Exhibit 2 

Average minimum net monthly premiums for subsidized and unsubsidized enrollees in majority-rural and majority-urban 
geographic rating areas, 2014 19 

SOURCE Authors analysis of Health Insurance Exchange (HIX) Compare data for 2014 19 and of data for 2010 from the Census Bu-
reau. NOTES The minimum net monthly premium is the premium for the lowest-cost plan in the geographic rating area (defined in the 
text) after Advance Premium Tax Credits have been applied. The premiums shown are those for single, fifty-year-old, nonsmoking 
adults with incomes of 400 percent (subsidized) or 401 percent (unsubsidized) of the federal poverty level. 

Exhibit 3 

Average minimum net monthly premiums in 2017 and 2019, by enrollees subsidy status, rurality of geographic rating 
areas (GRAs), and states responses to cuts in cost-sharing reduction subsidies 

Subsidized enrollees Unsubsidized enrollees 

Rurality and state response 2017 2019 Change 2017 2019 Change 
Majority-rural GRAs (139) 
Silver loading (17) $294 $150 $−144*** $471 $560 $ 89*** 
Silver switching (102) 300 149 −151**** 465 516 51*** 
Broad loading (11) 313 312 −1 384 649 265 
Mixed loading (9) 251 155 −96** 499 692 193*** 
All 288 162 −126**** 450 541 91**** 

Majority-urban GRAs (337) 
Silver loading (51) 280 191 −89** 436 495 59** 
Silver switching (205) 285 210 −75**** 386 473 87**** 
Broad loading (23) 326 339 13 373 456 83 
Mixed loading (57) 262 195 −67** 435 501 66*** 
All 275 180 −74**** 408 494 86**** 

SOURCE Authors analysis of Health Insurance Exchange (HIX) Compare data for 2017 and 2019 and of data for 2010 from the Census 
Bureau. NOTES State responses are explained in the notes to exhibit 1. Minimum net monthly premiums, subsidized and unsubsidized 
enrollees, and GRAs are explained in the notes to exhibit 2. Numbers in parentheses represent numbers of GRAs both in total for 
majority-rural and majority-urban and for each state response. For statistical comparisons, we estimated bivariate linear regressions 
and clustered standard errors at the state level. **p < 0:05 ***p < 0:01 ****p < 0:001 
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Exhibit 4 

Average changes in minimum net monthly premiums associated with states responses to cuts in cost-sharing reduction 
(CSR) subsidies and other policies, by enrollees subsidy status and rurality of geographic rating areas (GRAs) 

Subsidized enrollees Unsubsidized enrollees 

Majority-rural 
GRA 

Majority-urban 
GRA 

Majority-rural 
GRA 

Majority-urban 
GRA 

State response (ref: not responding to 
CSR subsidy cuts) 
Silver loading $ −191.14**** $ −126.62**** $ 28.31 $ −2.76 
Silver switching −215.88**** −139.44**** −33.11* −42.52** 
Broad loading −72.45** −36.74 −11.87 −24.97 
Mixed loading −169.45**** −107.67**** 45.76*** 0.47 

Other state policies 
Having a state-based Marketplace −164.62**** −73.10*** −34.92*** −20.36 
Medicaid expansion 60.70* 31.00* −39.63 −40.27 

Monopoly GRAa −22.17 −44.34**** 36.57*** 45.73**** 
Sample size 823 1,951 823 1,951 

SOURCE Authors analysis of Health Insurance Exchange (HIX) Compare data for 2014 19; Henry J. Kaiser Family Foundation data on  
the individual health insurance market; data on states responses to CSR subsidy payment cuts from Gaba C, et al. 2019 CSR load type 
(see note 21 in text); and data from the Census Bureau. NOTES The unit of analysis is the GRA-year. The years include 2014 through 
2019, although 2014 state-based Marketplaces were excluded because they were not included in the HIX Compare data. State 
responses are explained in the notes to exhibit 1. Subsidized and unsubsidized enrollees are explained in the notes to exhibit 2. All 
specifications include GRA and year fixed effects and are estimated as generalized linear models with log links, gamma distributions, 
and state-clustered standard errors. The data shown reflect average marginal effects. Model outcomes are minimum net monthly 
premiums (explained in the notes to exhibit 2). Regarding the reference category, all states did not respond to CSR subsidy 
reductions before 2018. Minnesota, New York, and the District of Columbia are coded as not responding to the cuts, as explained 
in the notes to exhibit 1. aGRAs with only one on-Marketplace insurer. *p < 0:10 **p < 0:05 ***p < 0:01 ****p < 0:001 
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held all else constant (exhibit 4). Medicaid ex-
pansion was associated with lower premiums for 
unsubsidized enrollees but higher premiums for 
subsidized enrollees. This latter finding was not 
unexpected. Medicaid expansion lowers gross 
premiums,25 which leads to lower net premium 
spreads and thereby increases minimum net pre-
miums for subsidized enrollees.15 

Discussion 
Plan affordability—a key policy goal of the ACA— 
remains an ongoing priority for state and federal 
policy makers. Marketplace affordability is influ-
enced by the interactions of APTC design, insur-
ers’ behavior, and state policy decisions. Our 
analyses demonstrated that following the termi-
nation of federal payments to insurers for CSR 
subsidies in 2017, differences in plan affordabil-
ity have become more pronounced by subsidy 
eligibility. We also found that in contrast to 
previous years, Marketplace plans have become 
more affordable for subsidized rural enrollees 
compared to their urban counterparts. 
Subsidized enrollees in urban markets experi-

enced greater affordability following CSR subsi-
dy termination, although the degree of change 
was likely dampened by two factors: insurer par-
ticipation and Medicaid expansion. Urban mar-
kets typically are more competitive than rural 

ones, which means that they tend to have smaller 
spreads between their benchmark premiums and 
premiums for their lowest-cost plans, and thus 
higher minimum net premiums. Accordingly, 
our multivariate results suggested that majority-
urban GRAs that transitioned to monopoly mar-
ket structures during the study period were as-
sociated with lower minimum net premiums for 
subsidized enrollees. Notably, while we observed 
increased plan affordability among majority-
urban GRAs with monopoly structures, these 
are relatively rare, accounting for only 14 percent 
of GRA-years in our sample. 
States that decided to proactively load CSR 

subsidy costs via silver loading or switching in-
creased plan affordability for subsidized enroll-
ees relative to states that chose to do nothing or 
pursued broad loading. Conversely, states’ deci-
sions to expand public coverage programs, in-
cluding Medicaid, for populations with incomes 
in excess of 100 percent of poverty reduced 
the size of the CSR-eligible population and the 
amount of potential financial losses that insur-
ers might need to cover through the loading of 
premiums. 
Subsidized enrollees in rural markets experi-

enced greater increases in plan affordability fol-
lowing the CSR subsidy termination. Their sub-
sidized urban counterparts also experienced 
improvements in affordability. However, major-

http:enrollees.15


ity-rural GRAs were much more likely than ma-
jority-urban ones to be served by monopolist 
insurers, which could fully leverage silver load-
ing or switching to increase revenue from 
premium tax credits and reduce minimum net 
premiums. 
For unsubsidized enrollees in urban markets, 

plan affordability did not improve dramatically, 
although urban markets with larger numbers of 
insurers may have experienced stronger price 
competition, which controlled premium growth 
more effectively relative to urban markets with 
only one insurer. Small business owners, mid-
dle-class professionals, and others with incomes 
above 400 percent of poverty continue to face 
increasing premiums for coverage that provides 
relatively low financial protection against medi-
cal expenses. Lastly, unsubsidized enrollees re-
siding in rural markets have fared the worst, 
given unlimited premium exposure and lack of 
insurer competition. 
There are no policies that can offer all 

populations rural and urban, healthy and un-
healthy, subsidized and unsubsidized high-
quality insurance for low premiums. Even silver 
loading and switching, which were particularly 
beneficial to subsidized rural enrollees, include 
potential trade-offs between financial protection 
and premiums in that they may encourage en-
rollment in less generous bronze plans.15,26 How-
ever, not all people who have access to zero-
premium plans will choose them. After states 
responded to CSR subsidy cuts in 2018, enroll-
ment in bronze and gold plans increased for 
people with incomes of 300 400 percent of 
poverty.2 

Given continued affordability challenges, par-
ticularly for unsubsidized enrollees, states are 
pursuing additional policy changes. States have 
three primary options for reducing premiums for 
households ineligible for federal APTCs: direct 
subsidization, indirect subsidization, and en-
dorsement of parallel markets. Examples of di-
rect subsidies include premium rebates, such as 
the 25 percent premium subsidy that Minnesota 
implemented for nonsubsidized consumers in 
2017.27 More recently, California has decided 
to provide state-funded direct subsidies begin-

ning in 2020 that will cap the benchmark premi-
um for people earning 401 600 percent of pov-
erty at 18 percent of household income.28 

Indirect subsidization through state-based re-
insurance programs authorized by Section 1332 
waivers is another way to enhance plan afford-
ability. Reinsurance covers a portion of the 
spending incurred by insurers for high-cost en-
rollees expenses.29 While reinsurance lowers 
gross premium levels and thereby benefits un-
subsidized enrollees, it can reduce affordability 
for subsidized enrollees. 
As a third strategy, states can facilitate parallel 

markets for insurance or insurance-like prod-
ucts. Short-term limited-duration plans and as-
sociation health plans30 are examples of non-
ACA-compliant insurance that enlarge parallel 
underwritten markets.31 Farm Bureau plans in 
Kansas, Iowa, and Tennessee are insurance-like 
products that avoid insurance regulations. Final-
ly, health care sharing ministries are unregulat-
ed organizations that facilitate the sharing of 
health care costs among members who have 
common religious or ethical beliefs, but their 
products may offer limited financial benefits 
and contain coverage exclusions for people with 
preexisting conditions.32 These parallel markets 
provide lower monthly costs and potentially cat-
astrophic financial protection for qualified peo-
ple. However, the availability of these products 
can increase average risk scores in the ACA-
compliant market, which leads to higher premi-
ums and reduced affordability for remaining un-
subsidized people. 

Conclusion 
Affordability is a key dimension of individual-
market performance. This study has demonstrat-
ed how plan affordability is changing over time 
and has shown that there are clear disparities 
between rural and urban areas as well as by 
household income. As states continue to grapple 
with affordability challenges, policy makers 
must prioritize the needs of different segments 
of the enrollee population and investigate the 
distributional effects of their strategies for those 
populations. ▪ 
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The Uninsured in New Mexico 
Health insurance coverage expanded substantially in the United States after the 

implementation of the Affordable Care Act (ACA) in 2014; between 2013 and 2016, the 

number of uninsured people fell by 18.5 million (Skopec, Holahan, and Elmendorf 2018). 

Those gains in coverage are distributed unevenly across states, depending in part on 

states’ decisions to expand Medicaid. Beginning in 2017, however, coverage gains have 

stalled, and recent evidence finds a slight increase in the number of uninsured nationally 

(Skopec, Holahan, and Elmendorf 2019). Policymakers in New Mexico, like those in 

many other states, are looking for ways to build on the ACA to stabilize and increase 

coverage for their constituents. To help with those efforts, we examine the 

characteristics of uninsured New Mexicans, highlighting populations that could benefit 

from targeted policies. 

We estimate that New Mexico’s total population is 2.15 million in 2019, of whom 1.78 million are 

under age 65 (hereafter called the nonelderly). Of those nonelderly residents, we estimate about 

187,000, or 10.5 percent, are uninsured in 2019. This is lower than the national uninsurance rate for 

this population (11.2 percent). 

This brief presents detailed information on New Mexico’s nonelderly uninsured population using a 

rich set of demographic, employment, citizenship, and family income characteristics. We also present 

estimates of the distribution of the uninsured population by their eligibility for Medicaid or premium tax 

credits in the ACA Marketplace. New Mexico is one of 33 states that chose to expand Medicaid to low-

income nondisabled adults under the ACA, and this decision has had substantial implications for the 

number and characteristics of people who remain uninsured in 2019. Finally, we present information on 

how the uninsured population is distributed by substate regions within New Mexico. Our detailed 

analysis provides valuable information to state policymakers designing policies and outreach that aim to 

expand insurance coverage in the state. 

Our analysis is based on the Urban Institute’s Health Insurance Policy Simulation Model (HIPSM). 

HIPSM is a powerful analytic tool that estimates insurance coverage and costs under current conditions 

and possible future changes in policy. With data on over 6 million people, the model can produce 

estimates for specific states and substate regions. HIPSM is calibrated to match the most recent 

administrative data on enrollment in Medicaid and the Marketplaces, and its health care expenditure 

estimates align with state totals. Simulated decisions within HIPSM, grounded in the best available 



       
 

  

   

   

 

  

   

 

    

      

 

    

   

  

   

 

  

     

      

  

  

     

  

 

economic research, predict how individuals, families, and employers will respond to changes in the 

availability and costs of coverage. We explain the model’s capabilities and limitations further in the 

methods section at the end of this brief. 

Statewide Findings 

Here we discuss select results from the detailed findings presented in the tables. Table 1 provides data 

on the uninsured nationally and in New Mexico. 

Socioeconomic Characteristics 

Income. The distribution of uninsurance by income shows the impact of New Mexico’s Medicaid 

expansion (table 1). About 39 percent of the uninsured in New Mexico have incomes below 138 percent 

of the federal poverty level (FPL). However, this income group has a lower uninsurance rate (8.9 

percent) than all other income groups but the wealthiest (with incomes over 400 percent of FPL). 

Conversely, in states that have not expanded Medicaid, this lowest-income group generally has the 

highest uninsurance rate (Skopec, Holahan, and Elmendorf 2019). Nationwide, combining states that 

have and have not expanded Medicaid as of 2017, about 55 percent of the uninsured have incomes 

below 138 percent FPL, and 16.6 percent of people in that income range are uninsured. 

The next income group, 138 to 200 percent of FPL, makes up almost 20 percent of New Mexico’s 

uninsured population and has an uninsurance rate of 18.6 percent. Similarly, the third income group, 

200 to 300 percent of FPL, also composes about one-fifth of the uninsured population and has an 

uninsurance rate of 16.8 percent. Those with incomes in the highest two groups make up a smaller 

portion of the uninsured and have lower uninsurance rates (figure 1). Estimates of the uninsured by 

adjusted gross income show similar findings; uninsurance rates among those with the lowest incomes 

are below the national average, at least partially because the state expanded Medicaid. Uninsurance 

rates increase as income increases between $10,000 and $50,000 but falls again as incomes increase 

further.1 
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FIGURE 1 

Health Coverage and Uninsurance Rates among Nonelderly New Mexicans, 

by Income As a Percentage of the Federal Poverty Level, 2019 

Uninsured Insured 

Number of people 
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50,000 

100,000 

150,000 
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8.9% 18.6% 16.8% 10.2% 5.9% 

187,000 

< 138% FPL 138–200% FPL 200–300% FPL 300–400% FPL 400%+ FPL Total uninsured 

URB A N I NST ITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: FPL = federal poverty level. Data include those below age 65 not enrolled in Medicare. Because 807,000 New Mexicans 

have incomes below 138 percent of the federal poverty level, the bar representing this group extends beyond the chart. 
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TABLE 1 

Characteristics of the Nonelderly Uninsured in New Mexico, 2019 

NATIONAL NEW MEXICO 

Uninsured under Current Law Uninsured under Current Law Uninsured American Indians 

1,000s of % of Uninsurance 1,000s of % of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured total rate (%) uninsured total rate (%) 

Total 30,832 100.0 11.2 187 100.0 10.5 37 100.0 16.2 

Modified adjusted gross income 
as a percentage of FPL 
<= 138% FPL 16,813 54.5 16.6 72 38.6 8.9 20 53.9 14.0 
139–200% FPL 4,630 15.0 16.2 37 19.5 18.6 6 16.1 20.8 
200–300% FPL 4,774 15.5 12.8 39 20.7 16.8 6 17.6 27.9 
300–400% FPL 2,139 6.9 7.0 17 9.2 10.2 2 4.5 11.9 
> 400% 2,476 8.0 3.2 22 12.0 5.9 3 7.8 15.0 

Adjusted gross income 
<$1 4,087 13.3 17.5 21 11.2 11.1 11 28.8 29.1 
$1–10,000 4,097 13.3 18.7 15 7.9 7.9 4 10.0 10.9 
$10,000–25,000 7,907 25.6 18.0 44 23.6 12.1 7 20.0 13.3 
$25,000–50,000 8,231 26.7 14.1 61 32.5 15.6 9 23.3 15.5 
$50,000–75,000 3,518 11.4 8.4 25 13.5 10.3 4 11.9 18.4 
$75,000–100,000 1,376 4.5 4.8 10 5.1 5.7 1 3.9 12.6 
> $100,000 1,617 5.2 2.9 12 6.2 4.8 - NA NA 

Race/ethnicity 
Non-Hispanic white 12,131 39.3 7.7 38 20.5 6.4 
Hispanic 11,901 38.6 21.2 105 55.9 11.9 
Non-Hispanic black 4,054 13.1 11.4 4 1.9 10.0 
Asian and Pacific Islander 1,592 5.2 10.2 3 1.4 8.9 
American Indian/Alaska Native 737 2.4 14.4 37 19.7 16.2 
Other 417 1.4 8.0 1 0.6 5.8 

Age 
0–18 4,721 15.3 5.9 30 15.8 5.5 7 19.9 8.6 
19–34 12,029 39.0 17.1 73 39.3 16.2 14 38.6 23.8 
35–54 10,513 34.1 12.8 66 35.2 12.8 11 28.8 18.5 
55–64 3,569 11.6 8.5 18 9.7 6.5 5 12.8 18.6 

Sex 
Male 16,734 54.3 12.3 105 56.4 11.8 20 55.1 18.1 
Female 14,098 45.7 10.2 81 43.6 9.2 17 44.9 14.4 

T H E U N I N S U R E D I N N E W M E X I C O 4 



      
 

  

       

  
 

  
 

 
  

  
 

  
 

 
  

  
 

  
 

 
  

              
               
             
             

             

             
               

     
              

                   

          
             

              
              

               

            
             

             
             

  
                    

             
    

               

  

NATIONAL NEW MEXICO 

Uninsured under Current Law Uninsured under Current Law Uninsured American Indians 

1,000s of % of Uninsurance 1,000s of % of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured total rate (%) uninsured total rate (%) 

Education level 26,111 100.0 13.4 157 100.0 12.6 29 100.0 20.7 
Less than high school 6,233 23.9 30.8 40 25.3 24.8 5 18.4 27.4 
High school 10,704 41.0 15.8 60 38.2 14.1 13 45.1 23.0 
Some college 5,692 21.8 11.1 38 24.0 10.2 9 31.4 18.7 
College graduate 3,481 13.3 6.3 20 12.5 6.8 2 5.2 10.0 

English proficiency 26,111 100.0 13.4 157 100.0 12.6 29 100.0 20.7 
Speaks English very well or better 18,542 71.0 10.7 114 72.2 10.2 28 93.6 20.8 
Does not speak English very well 
or is less proficient 7,569 29.0 35.9 44 27.8 34.4 2 6.4 19.5 

Employment status 

Family 
No workers 6,956 22.6 17.6 38 20.1 11.3 15 40.2 23.8 
Only part-time worker(s) 2,609 8.5 15.6 11 6.0 8.8 2 4.7 11.2 
One full-time worker 17,352 56.3 11.9 109 58.1 11.5 16 44.8 13.8 
More than one full-time worker 3,916 12.7 5.4 30 15.9 7.8 4 10.3 12.7 

Individual 26,111 100.0 13.4 157 100.0 12.6 29 100.0 20.7 
Not working 9,155 35.1 16.1 49 30.9 11.5 15 50.7 22.4 
Part-time 2,464 9.4 13.9 12 7.5 10.8 1 4.0 13.1 
Full-time 14,492 55.5 12.1 97 61.6 13.6 13 45.3 20.1 

Employer offer for health 
coverage in the family 
No offer 21,281 69.0 22.7 125 66.9 16.9 27 73.9 23.2 
At least one family member has 
an employer coverage offer 9,552 31.0 5.3 62 33.1 5.9 10 26.1 8.8 

T H E U N I N S U R E D I N N E W M E X I C O 5 



       
 

 

  

        

   
 

  
 

 
  

  
    

 
  

  
 

  
 

 
  

             

           
           

            
            

              
            

           
            

  
            

              
             

            
           

             
             

            
             
            

             

                    

          
             

            

                   
              

             

                    
             

   
             

NATIONAL NEW MEXICO 

Uninsured under Current Law Uninsured under Current Law Uninsured American Indians 

1,000s of % of Uninsurance 1,000s of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured % of total rate (%) uninsured total rate (%) 

Major industry 16,081 100.0 11.8 103 100.0 12.6 14 100.0 19.1 
Agriculture, forestry, fishing, and 
hunting 532 3.3 29.3 4 3.6 25.4 - NA NA 
Mining 85 0.5 9.7 4 3.9 17.7 - NA NA 
Manufacturing 1,419 8.8 9.6 5 5.0 12.2 - NA NA 
Construction 2,085 13.0 23.8 15 14.7 25.4 1 8.0 25.2 
Wholesale and retail trade 2,383 14.8 12.5 14 14.1 13.2 2 16.6 23.6 
Transportation and utilities 699 4.3 10.3 3 2.9 7.8 - NA NA 
Information 186 1.2 6.5 - NA NA - NA NA 
Financial activities 573 3.6 6.4 4 3.5 10.1 - NA NA 
Professional and business 
services 1,920 11.9 12.7 9 8.6 10.4 1 9.5 26.1 
Educational and health services 2,063 12.8 6.5 16 15.7 7.9 4 27.3 17.5 
Leisure and hospitality 2,742 17.0 21.9 18 17.8 21.4 2 12.3 17.7 
Other services 1,229 7.6 18.6 7 7.0 17.4 - NA NA 
Public administration 164 1.0 2.5 3 2.5 4.0 1 8.7 13.9 

Firm size 13,572 100.0 11.0 87 100.0 11.9 14 100.0 19.2 
1–49 people 5,730 42.2 18.2 38 43.8 19.5 5 38.0 25.5 
50–99 people 824 6.1 11.5 4 4.2 9.8 - NA NA 
100–499 people 1,598 11.8 9.9 10 11.4 12.4 1 9.6 18.3 
500–999 people 612 4.5 8.5 3 3.9 9.0 - NA NA 
1,000+ people 4,808 35.4 7.9 32 36.7 8.4 6 43.1 16.1 

Citizenship status 

Individual 
US citizen 21,514 69.8 8.6 124 66.5 7.5 36 99.0 16.1 
Noncitizen 9,319 30.2 40.8 63 33.5 50.3 - NA NA 

Family 
All US citizens 19,880 64.5 8.5 117 62.9 7.6 36 98.9 16.2 
At least one noncitizen 10,952 35.5 26.7 69 37.1 29.4 - NA NA 

Family SNAP receipt 
No SNAP receipt 23,141 75.1 10.4 135 72.2 10.1 24 65.2 17.3 
At least one family member 
receives SNAP 7,692 24.9 14.6 52 27.8 11.5 13 34.8 14.5 
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NATIONAL NEW MEXICO 

Uninsured under Current Law Uninsured under Current Law Uninsured American Indians 

1,000s of % of Uninsurance 1,000s of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured % of total rate (%) uninsured total rate (%) 

Eligibility for government 
subsidized health insurance 
Medicaid/CHIP 9,535 30.9 9.8 56 29.9 6.1 21 57.8 13.2 
Marketplace subsidy 4,882 51.2 19.5 43 22.9 29.0 8 21.9 37.3 
Not eligible for Medicaid/CHIP or 
Marketplace subsidy 16,415 172.2 10.8 88 47.2 12.2 7 20.3 17.1 

Special coverage 

Medicaid/CHIP-eligible children 
with uninsured parents 2,258 100.0 24.7 17 100.0 27.4 6 100.0 80.1 

At least one parent eligible for 
Medicaid 1,392 61.7 29.1 11 66.5 28.5 5 81.6 86.9 
At least one parent eligible for 
Marketplace subsidy, none 
eligible for Medicaid 196 8.7 22.1 2 10.1 28.7 - NA NA 
No parent eligible for assistance 670 29.7 19.2 4 23.4 24.4 - NA NA 

Eligible for Medicaid/CHIP or 
Marketplace subsidy 14,417 100.0 11.8 109 100.0 9.3 31 100.0 16.0 

At least one noncitizen family 
member 3,301 22.9 17.0 26 25.9 18.3 - NA NA 
All family members are citizens 11,116 77.1 10.8 83 84.2 9.0 31 104.8 16.9 

Ineligible for Medicaid/CHIP or 
Marketplace subsidy 16,415 100.0 88 100.0 

Income is too high 3,219 19.6 27 30.1 
Family ESI offer 2,283 13.9 21 24.1 
Immigration status/length of 
residency 10,914 66.5 40 45.8 

Uninsured noncitizens, by age 9,319 100.0 63 100.0 
0–18 713 7.7 9 14.4 
19–34 4,031 43.3 25 40.0 
35–54 3,890 41.7 26 40.7 
55–64 685 7.3 3 4.9 
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NATIONAL NEW MEXICO 

Uninsured under Current Law Uninsured under Current Law Uninsured American Indians 

1,000s of 
uninsured 

% of 
total 

Uninsurance 
rate (%) 

1,000s of 
uninsured % of total 

Uninsurance 
rate (%) 

1,000s of 
uninsured 

% of 
total 

Uninsurance 
rate (%) 

Geography 
Albuquerque 
Northwest 
Farmington, Bloomfield, and 
Aztec cities 
North Central 
Eastern Plains 
Santa Fe County 
Sandoval County 
Valencia, Bernalillo East 
Mountains, and Isleta Pueblo 
Southwest 
Doña Ana County 
Central Southwest 
Far Southeast 

55 
21 

8 
10 

9 
15 

9 

7 
7 

19 
14 
13 

29.2 
11.1 

4.5 
5.5 
5.0 
8.2 
4.7 

3.9 
3.6 

10.2 
7.3 
6.7 

9.7 
16.0 

10.0 
9.8 

11.1 
12.8 

7.5 

8.8 
8.2 

10.4 
11.0 
12.0 

5 
19 

3 
2 
-
-

3 

1 
-
-

2 
-

13.7 
52.3 

7.7 
5.1 
NA 
NA 
7.2 

3.8 
NA 
NA 
4.6 
NA 

13.6 
18.9 

12.1 
17.4 
NA 
NA 
13.1 

19.0 
NA 
NA 
22.9 
NA 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: FPL = federal poverty level. CHIP = Children’s Health Insurance Program. ESI = employer-sponsored insurance. Dashes indicate that data were suppressed for being smaller 

than 1,000, or no record exists. NA means the category does not apply. Data include those below age 65 not enrolled in Medicare. The upper end of income ranges is not inclusive. 

For example, $10,000–25,000 includes incomes greater than or equal to $10,000 but less than $25,000. Estimates of workers by major industries and firm size exclude active-duty 

military members, those unemployed, and those who do not report the industry and size of their employer. 
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Race and ethnicity. American Indians (grouped together with Alaska Natives in census data) have 

the highest uninsurance rate of any racial and ethnic group in New Mexico (table 1). In 2019, about 16.2 

percent of American Indians report being uninsured, totaling about 37,000 people, or one-fifth of all 

uninsured people in the state. Hispanics are next most likely to be uninsured in New Mexico; 11.9 

percent of the state’s Hispanics are uninsured, yet these 105,000 people compose more than half of the 

uninsured population. Though non-Hispanic whites make up more than a fifth of the uninsured, their 

uninsurance rate is far lower (6.4 percent). We provide a more detailed analysis of uninsured American 

Indians in the next section. 

Age. With an uninsurance rate of 16.2 percent, adults ages 19 to 34 are more likely to be uninsured 

than other age groups (figure 2). Adults ages 35 to 54 also have a higher-than-average uninsurance rate 

(12.8 percent). Combined, uninsured people in these two age groups constitute nearly three-quarters of 

all nonelderly uninsured people in the state (table 1). 

FIGURE 2 

Health Coverage and Uninsurance Rates among Nonelderly New Mexicans, by Age, 2019 

Uninsured Insured 

Number of people 

400,000 

350,000 

300,000 

250,000 

200,000 

150,000 

100,000 

50,000 

0 
5.5% 16.2% 12.8% 6.5% 

187,000 

0–18 19–34 35–54 55–64 Total uninsured 

URBAN INSTITUTE 

Source: Health Insurance Policy Simulation Model. 

Note: Data include those below age 65 not enrolled in Medicare. Because 538,000 New Mexicans are from birth to age 18, 

453,000 are ages 19 to 34, and 513,000 are ages 35 to 54, the bars representing these groups extend beyond the chart. 
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Sex. Males are more likely to be uninsured (11.8 percent) than females (9.2 percent). 

Education and English proficiency. One in four New Mexican adults with less than a high school 

education is uninsured (table 1). Adults with a high school education report a 14.1 percent uninsurance 

rate, and those with additional education beyond high school are less likely to be uninsured. Among 

people who report being less proficient in English, more than one-third (34.4 percent) are uninsured 

(table 1). As shown in table 2, educational attainment and English proficiency are correlated; among the 

40,000 uninsured New Mexican adults with less than a high school education, roughly 60 percent 

(24,000 people) report not speaking English very well. These factors demonstrate the state’s need for 

targeted outreach and application assistance. Even among uninsured people with a high school degree 

or more education, one-sixth still have difficulties with English. 

TABLE 2 

English Proficiency and Education Level among Nonelderly New Mexicans, 2019 

EDUCATION LEVEL 

Less Than High School High School or Higher Total 

Share of Share of Share of 
total total total 

1,000s uninsured 1,000s uninsured 1,000s uninsured 
of population of population of population 

people (%) people (%) people (%) 

English proficiency 
Speaks very well or better 16 10.4 97 61.8 114 72.2 
Less proficient 24 14.9 20 12.8 44 27.8 

Total 40 25.3 118 74.7 157 100.0 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: Data include those below age 65 not enrolled in Medicare. 

Employment-Related Characteristics 

Family work and employer-sponsored insurance offer status. Employment does not guarantee access to 

health coverage. An estimated 80 percent of the uninsured are in a family including at least one worker: 

58.1 percent of the uninsured are in a family with one full-time worker, an additional 15.9 percent are in 

a family with more than one full-time worker, and 6.0 percent are in families with part-time workers 

only. Despite these high levels of participation in the labor force, only 33.1 percent of the uninsured are 

in families where even one member is offered coverage through an employer. 

Adult employment status, industry, and firm size. Looking at New Mexico’s uninsured population of 

employed adults ages 19 to 64, we find that 61.6 percent work full time and another 7.5 percent work 
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part time (table 1). Those who work in agriculture, construction, and hospitality industries have the 

highest uninsurance rates of 25.4 percent, 25.4 percent, and 21.4 percent respectively. This pattern 

holds true at the national level as well. Constituting 43.8 percent of uninsured adult workers, workers 

employed in small firms (with fewer than 50 employees) are more likely to be uninsured (19.5 percent) 

than workers in larger firms. 

Citizenship. Two-thirds (66.5 percent) of uninsured New Mexicans are US citizens, and 62.9 percent 

are in families that consist entirely of citizens. Just over half of noncitizens are uninsured. Among people 

living in a family with at least one noncitizen, 29.4 percent are uninsured. 

Supplemental Nutrition Assistance Program (SNAP) participation. About 28 percent of the uninsured 

are in families where at least one person receives SNAP benefits. Among all people in families receiving 

SNAP benefits, slightly more than 11 percent are uninsured. 

Uninsured American Indians 

As noted above, we find that American Indians have the highest uninsurance rate (16.2 percent) of any 

racial/ethnic group in New Mexico; the 37,000 uninsured nonelderly American Indians in New Mexico 

account for roughly 20 percent of all uninsured nonelderly residents in the state (table 1, third set of 

columns). More than half of uninsured American Indians live in families with incomes below 138 percent 

of FPL. American Indians with incomes between 200 and 300 percent of FPL, however, have the highest 

uninsurance rate (28 percent). Similarly, we find that 57.8 percent of uninsured American Indians are 

eligible for Medicaid but are not enrolled in the program. Another 21.9 percent are eligible for subsidies 

in the Marketplace but have not signed up. 

American Indian children in New Mexico are at a higher risk of being uninsured (8.6 percent) than 

the average child in the state (5.5 percent). Nearly 24 percent of American Indians ages 19 to 34, are 

uninsured, compared with 16 percent of all young adults in New Mexico. Uninsured American Indians 

are more likely to have completed high school and speak English well, but they are less likely to be 

working and more likely to be receiving SNAP than uninsured people of all races/ethnicities in New 

Mexico. More than one-third of uninsured American Indians report receiving SNAP. 

Our analysis also reveals that American Indian workers, across all industries, are more likely to be 

uninsured than all of New Mexico’s workers combined (19.1 percent versus 12.6 percent). Moreover, 

American Indian workers in wholesale and retail trade, professional and business services, educational 

T H E U N I N S U R E D I N N E W M E X I C O 1 1  



       
 

    

  

  

   

     

    

   

  

     

     

    

 

     

     

    

  

  

  

   

    

 

   

   

    

     

      

 

    

   

and health services, and public administration have a higher uninsurance rate than those of all workers 

employed in the same industries. 

We also find that the distribution of uninsured American Indian workers by industry differs from 

that of other uninsured workers in New Mexico. The largest share (27 percent) of uninsured American 

Indian workers is employed in educational and health services. This is surprising, because workers in 

this industry have a low uninsurance rate both nationally (6.5 percent) and in New Mexico (7.9 percent). 

More than twice as many American Indian workers in education and health services are uninsured (17.5 

percent) compared with all New Mexican workers in that industry. One-sixth of uninsured American 

Indian workers, the second largest share, are employed in wholesale and retail trade. Almost one-

quarter of such workers are uninsured. This is a much higher uninsurance rate than that of all wholesale 

and retail workers in the state. Though less than one-tenth of uninsured American Indian workers work 

in public administration, they are more than three times as likely to be uninsured (13.9 percent) as all 

New Mexican workers in public administration (4.0 percent). Similar to other uninsured workers in the 

state, uninsured American Indian workers are highly concentrated in small firms with fewer than 50 

employees (where employers are less likely to offer insurance coverage) and the largest firms of more 

than 1,000 employees (simply because of their large size). 

Uninsured American Indians are more likely to live in certain regions of the state. More than half 

live in Northwest New Mexico, and nearly 14 percent live in Albuquerque. The two areas including (1) 

Farmington, Bloomfield, and Aztec cities and (2) Sandoval County each contain over 7 percent of the 

uninsured American Indian population. 

The Uninsured by Eligibility for Medicaid/CHIP 

and Marketplace Premium Tax Credits 

Figure 3 divides New Mexico residents into categories based on eligibility for Medicaid/CHIP and 

Marketplace premium tax credits. Just 6.1 percent of the 915,000 nonelderly people eligible for 

Medicaid or the Children’s Health Insurance Program (CHIP) are uninsured. In contrast, 29.0 percent of 

the 148,000 people eligible for Marketplace subsidies are uninsured. About 12 percent of the 721,000 

New Mexico residents ineligible for either program are uninsured. The group eligible for Medicaid has 

the lowest risk of uninsurance of the three eligibility groups, but the group comprises 56,000 people, a 

large share (30 percent) of the 187,000 uninsured people in the state. The 43,000 people eligible for 

Marketplace subsidies have the highest risk of uninsurance. 
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FIGURE 3 

Health Coverage and Uninsurance Rates among Nonelderly New Mexicans, 

by Eligibility for Medicaid/CHIP and Marketplace Premium Tax Credits, 2019 

Uninsured Insured 

Number of people 

0 

100,000 

200,000 

300,000 

400,000 

6.1% 29.0% 12.2% 

187,000 

Medicaid/CHIP Marketplace premium tax Ineligible Total uninsured 
credits 

URB A N I NST ITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: CHIP = Children’s Health Insurance Program. Data include those below age 65 not enrolled in Medicare. Because 915,000 

New Mexicans are eligible for Medicaid/CHIP and 721,000 are ineligible for both Medicaid/CHIP and Marketplace premium tax 

credits, the bars representing these groups extend beyond the chart. 

Thus, most uninsured New Mexico residents (53 percent) are eligible for free or subsidized 

insurance (figure 4). Almost 30 percent of the uninsured are eligible for Medicaid or CHIP (56,000 

people), and more than a fifth (23 percent) are eligible for premium tax credits for private health 

coverage in the Marketplace (43,000 people). More than one-fifth of the uninsured (40,000 people) are 

ineligible for subsidies or Medicaid because of their immigration status. Approximately a quarter of 

uninsured New Mexicans are ineligible for free or subsidized insurance for other reasons; 14 percent 

have incomes too high to qualify for subsidies and 11 percent have an offer of insurance coverage 

through their or a family member’s employer deemed affordable according to the ACA that makes them 

ineligible for subsidies. 
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FIGURE 4 

Uninsured Nonelderly New Mexicans, by Eligibility for Medicaid/CHIP 

and Marketplace Premium Tax Credits, 2019 

Ineligible because of 
immigration status/length of 

residency 
(40,000 people) 

Eligible for Medicaid/CHIP 
(56,000 people) 

Ineligible for premium tax credits 
only because of affordable 

coverage offer 
(21,000 people) 

30%

23%14%

11% 

22% 

Eligible for Marketplace 
Ineligible because income is too high 

premium tax credits 
(27,000 people) 

(43,000 people) 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Notes: CHIP = Children’s Health Insurance Program. Data include those below age 65 not enrolled in Medicare. 

As discussed further below, the large share of uninsured New Mexicans eligible for free or 

subsidized health insurance suggests there may be strategies for policymakers to pursue that would 

increase awareness of eligibility or ease the enrollment process, potentially reducing uninsurance in the 

state. 

The Uninsured by Substate Region 

The number of uninsured people varies significantly across the state, and thus area of residence is 

another important variable to consider when designing strategies for increasing coverage. A separate 

supplemental table displays additional detail for the uninsured population in each of 12 substate 

regions.2 Figure 5 identifies these 12 regions, the smallest sections of the state we can analyze with our 

data. About 30 percent of the uninsured (55,000 people) live in Albuquerque (figure 6). The two regions 

with the next highest shares of the uninsured include Northwest New Mexico (11 percent, or 21,000 

people) and Doña Ana County (10 percent, or 19,000 people). Northwest New Mexico also has the 

highest uninsurance rate at about 16 percent. Figure 7 shows the uninsured share of each region’s 

population. 
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FIGURE 5 

Substate Regions of New Mexico, 2019 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: Data include those below age 65 not enrolled in Medicare. 
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FIGURE 6 

Distribution of 187,000 Uninsured Nonelderly New Mexicans, by Substate Region, 2019 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: Data include those below age 65 not enrolled in Medicare. 
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FIGURE 7 

Uninsurance Rates among Nonelderly New Mexicans, by Substate Region, 2019 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: Data include those below age 65 not enrolled in Medicare. 

Because Hispanic residents account for more than half of the uninsured in New Mexico, we also 

break down their uninsurance rate by region (figure 8). Santa Fe County, Far Southeast New Mexico, 

and Eastern Plains have the highest uninsurance rates among Hispanic residents. 

Eligibility for free or subsidized health insurance also varies noticeably by region. In Northwest 

New Mexico, 80 percent of all uninsured people are eligible for Medicaid or CHIP or Marketplace 

subsidies (figure 9). In the Eastern Plains, 67 percent of all uninsured people are eligible for free or 

subsidized health coverage, either through Medicaid/CHIP or the Marketplace. More than half of the 

uninsured are eligible for some assistance program in 7 of the 12 regions. 
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FIGURE 8 

Uninsurance Rates among Nonelderly Hispanic New Mexicans, by Substate Region, 2019 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: Data include those below age 65 not enrolled in Medicare. 

1 8  T H E U N I N S U R E D I N N E W M E X I C O 



      
 

 

  

     

  

 

  

   

   

 

   

  

      

    

     

  

FIGURE 9 

Share of Uninsured Nonelderly New Mexicans Eligible for Medicaid or Marketplace Subsidies, 

by Substate Region, 2019 

URBAN INSTITUTE 

Source: Urban Institute Health Insurance Policy Simulation Model. 

Note: Data include those below age 65 not enrolled in Medicare. 

Implications for New Mexico Outreach and State Policy 

The Uninsured Eligible for Medicaid or CHIP 

Only 6.1 percent of New Mexico residents eligible for Medicaid or CHIP are uninsured, indicating that 

these programs already reach many eligible people. However, if further outreach and enrollment 

assistance efforts can reach the remainder, such efforts could substantially reduce uninsurance. About 

30 percent of all uninsured New Mexicans are eligible for Medicaid or CHIP, as are 58 percent of 

uninsured American Indians (table 1) and about 57 percent of uninsured children in New Mexico (table 
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A.1). Given that Medicaid and CHIP coverage are available at no or very low cost, outreach and 

enrollment efforts targeting these populations have strong potential to increase coverage. 

In addition, over half of uninsured New Mexicans (56.4 percent) eligible for Medicaid or CHIP live in 

households that report SNAP receipt (table A.1). Thus, more fully coordinating Medicaid and SNAP 

renewal and enrollment could help identify and enroll more eligible uninsured people. In fact, several 

states already have such initiatives in place, and they could serve as models for New Mexico (Wagner 

and Huguelet 2016). 

The Uninsured Eligible for Marketplace Premium Tax Credits 

At 29 percent, the uninsurance rate for those eligible for premium tax credits is several times higher 

than the uninsurance rate for those eligible for Medicaid and CHIP (table A.1). This differential likely 

owes to several factors, including the higher household cost associated with subsidized Marketplace 

coverage, lower awareness of eligibility, and greater complexity involved in enrolling in and choosing a 

Marketplace plan. Though affordability remains an issue for some, greater outreach and enrollment 

assistance could help increase Marketplace coverage. A combination of the following state policies 

could maximize coverage: additional targeted outreach and enrollment assistance, supplemental 

premium tax credits and/or cost-sharing assistance, and a state individual mandate. 

The Uninsured Ineligible for Financial Assistance 

One quarter of uninsured New Mexicans either have incomes too high to qualify for financial assistance 

or are disqualified for premium tax credits because they or a family member have been offered 

coverage deemed affordable under the ACA (figure 4). One way to increase enrollment among those 

ineligible for financial assistance is to reduce unsubsidized premiums in the nongroup market, and a 

growing number of states have implemented reinsurance programs to do so. Also, a state individual 

mandate would reverse any adverse selection into the insurance pool caused by the loss of the federal 

mandate. Another option is extending state-funded premium tax credits to groups ineligible for the 

federal credits. 
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Methods 

We used the Urban Institute’s Health Insurance Policy Simulation Model to provide estimates of the 

detailed characteristics of New Mexico’s uninsured population under age 65. HIPSM is based on a large, 

representative sample of the US population. The data underlying the model are drawn from two merged 

years of the American Community Survey (ACS) and consist of more than 6 million observations 

nationally. These data enable HIPSM to produce reliable, state-representative estimates. HIPSM has a 

large sample size for New Mexico, composed of about 40,000 original ACS observations. For 2019, the 

model aligns to the latest available enrollment data for Medicaid and qualified health plans in each 

state. 

We project New Mexico’s population in 2019 using estimates from the University of New Mexico’s 

Geospatial and Population Studies. Specifically, we started with the population and age distribution of 

New Mexico in the 2017 ACS and with comparable 2020 projections from the University of New 

Mexico. We then estimated the 2019 population by linear interpolation between the two. 

The superiority of using a microsimulation model rather than survey data for this analysis is three-

fold. First, we can reliably project the survey data a few years into the future using information from 

demographers on expected population growth. This projection results in more timely and useful 

estimates for policymakers. Second, we edit and align key variables in the survey data to better match 

more accurate sources of information. For example, we align the insurance coverage reported in the 

ACS with administrative enrollment data by total and critical subtotals. This is important because the 

distribution of enrollment by type of Medicaid eligibility can affect the characteristics of the uninsured. 

For example, Medicaid and CHIP are crucial programs for children’s coverage, so seemingly small 

differences in child Medicaid/CHIP enrollment between a survey and administrative data can affect the 

calculation of children’s uninsurance rates. Third, we build detailed models based on current laws and 

regulations to calculate individuals’ eligibility for Medicaid and Marketplace subsidies. No survey 

includes data on eligibility for assistance that people do not report receiving. This permits us to estimate 

the number of uninsured people eligible for but not enrolled in programs that could provide them with 

free or subsidized insurance coverage. Thus, HIPSM yields powerful and useful information for 

policymakers seeking to better understand the characteristics of their uninsured population. 

As noted, the standard HIPSM model incorporates publicly available data on Medicaid and 

Marketplace enrollment in each state. For this analysis, we customized the model based on detailed 

enrollment information provided by New Mexico and estimates of the number of uninsured New 
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Mexicans in the latest available census surveys. Specifically, we customized HIPSM for New Mexico 

based on the following: 

◼ Medicaid and CHIP enrollment by detailed eligibility type for the nonelderly, including people 

with disabilities, Medicaid expansion adults, parents and caretaker adults, and nondisabled 

children, focusing on those eligible for full benefits, rather than waivers that only cover certain 

services 

◼ per capita costs of Medicaid/CHIP enrollees by the aforementioned eligibility types 

◼ Medicaid enrollment among American Indians 

◼ Marketplace enrollees by receipt of premium tax credits and cost-sharing reductions 

◼ the distribution of Marketplace enrollees by age and sex 

◼ the number of uninsured New Mexicans from the latest year of the ACS for which edits from 

the Integrated Public Use Microdata Series and our edits are available (2017); based on 

changes in Medicaid and marketplace enrollment since 2017, we estimate that the number of 

uninsured New Mexicans in 2019 should be between 185,000 and 196,000, and our calibrated 

model has 187,000 

The ACS is designed to produce statistically valid estimates down to local areas called public use 

microdata areas (PUMAs), which have roughly the same population. New Mexico has 18 PUMAs, and 

we used them to define 12 regions within New Mexico that correspond with major cities, counties, or 

groups of counties. Albuquerque is split into six PUMAs, which we combined. One PUMA, which 

combines the cities of Farmington, Bloomfield, and Aztec, does not follow county boundaries. However, 

the characteristics of residents in this PUMA are notably different from those in surrounding regions in 

ways that affect this analysis, so we kept this PUMA separate. 

Conclusion 

At 10.5 percent, New Mexico’s uninsurance rate is lower than the national average. Uninsurance rates 

are especially low among the lowest-income residents, many of whom are eligible for and enrolled in 

Medicaid. But, 187,000 residents remain uninsured. American Indians have the highest uninsurance 

rate relative to other racial and ethnic groups, but Hispanics make up more than half of the state’s 

uninsured population. Additionally, more than half of the uninsured are eligible for Medicaid, CHIP, or 

subsidized coverage in the Marketplace. These estimates highlight opportunities to increase coverage 

in New Mexico. 
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Appendix A. Characteristics of Nonelderly 

Uninsured New Mexicans, by Eligibility for Free or 

Subsidized Health Insurance 
TABLE A.1 

Characteristics of the Nonelderly Uninsured in New Mexico, by Eligibility for Medicaid/CHIP and Marketplace Subsidies, 2019 

Eligible for Medicaid/CHIP Eligible for Marketplace Subsidy Ineligible 

1,000s of % of Uninsurance 1,000s of % of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured total rate (%) uninsured total rate (%) 

Total 56 100.0 6.1 43 100.0 29.0 88 100.0 12.2 

Modified adjusted gross income 
as a percentage of FPL 
<= 138% FPL 49 87.8 6.3 - NA NA 23 25.9 76.4 
139–200% FPL 5 8.5 6.0 12 28.7 26.5 20 22.1 27.1 
200–400% FPL 2 3.8 3.6 30 70.9 30.2 23 26.7 9.7 
> 400% - NA NA - NA NA 22 25.4 5.9 

Adjusted gross income 
<$1 19 34.0 10.3 - NA NA 2 2.0 43.3 
$1–10,000 10 18.4 5.8 - NA NA 4 5.1 62.6 
$10,000–25,000 14 25.5 5.2 12 28.7 34.0 18 20.0 32.4 
$25,000–50,000 8 14.3 4.6 24 55.7 31.7 29 32.8 20.8 
$50,000–75,000 3 5.8 5.0 5 12.3 20.8 17 19.0 10.8 
$75,000–100,000 - NA NA 1 3.0 14.6 8 8.7 5.6 
> $100,000 - NA NA - NA NA 11 12.4 4.9 

Race/ethnicity 
Non-Hispanic white 7 11.8 2.9 13 29.7 24.7 19 21.6 6.0 
Hispanic 27 48.8 5.6 20 46.3 28.6 57 65.1 17.9 
Non-Hispanic black - NA NA - NA NA 2 2.6 15.7 
Asian and Pacific Islander - NA NA - NA NA 1 1.6 8.4 
American Indian/Alaska Native 21 38.0 13.2 8 18.9 37.3 7 8.5 17.1 
Other - NA NA - NA NA - NA NA 
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Eligible for Medicaid/CHIP Eligible for Marketplace Subsidy Ineligible 

1,000s of % of Uninsurance 1,000s of % of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured total rate (%) uninsured total rate (%) 

Age 
0–18 17 30.5 4.6 2 4.0 12.8 11 12.2 7.0 
19–34 19 33.2 7.9 24 56.4 46.3 31 34.9 18.6 
35–54 15 26.8 7.7 14 32.6 27.8 37 41.8 13.8 
55–64 5 9.6 4.7 3 7.0 9.3 10 11.1 7.3 

Sex 
Male 28 50.7 6.5 27 63.8 33.8 50 56.5 13.2 
Female 28 49.3 5.8 15 36.2 23.1 38 43.5 11.2 

Education level 39 100.0 7.1 41 100.0 30.6 77 100.0 13.6 
Less than high school 13 34.4 7.1 4 10.7 30.6 22 28.5 13.6 
High school 16 41.8 12.6 16 39.2 42.8 28 35.8 50.0 
Some college 7 19.3 7.4 13 32.1 32.1 17 22.1 17.7 
College graduate 2 4.5 4.6 7 18.0 29.4 11 13.6 10.4 

English proficiency 39 100.0 7.1 41 100.0 30.6 77 100.0 13.6 
Speaks English very well or better 26 66.5 7.1 39 94.4 30.6 49 63.3 13.6 
Does not speak English very well 
or is less proficient 13 33.5 21.8 2 5.6 24.0 28 36.7 49.3 

Employment status 

Family 
No workers 25 44.0 8.9 5 12.5 25.0 8 8.6 23.0 
Only part-time worker(s) 4 7.9 4.5 2 4.1 20.8 5 5.6 25.4 
One full-time worker 23 41.7 5.0 29 67.2 30.7 56 64.0 14.7 
More than one full-time worker 4 6.4 4.8 7 16.2 28.5 19 21.7 6.7 

Individual 39 100.0 7.1 41 100.0 30.6 77 100.0 13.6 
Not working 26 68.0 8.0 7 16.3 25.7 16 20.1 24.3 
Part-time 3 8.6 5.3 3 6.1 24.4 6 7.7 16.5 
Full-time 9 23.5 6.1 32 77.6 32.5 56 72.2 12.0 

Employer offer for health 
coverage in the family 
No offer 47 83.5 8.7 38 88.7 38.9 40 45.9 37.8 
At least one family member has 
an employer coverage offer 9 16.5 2.4 5 11.3 9.7 48 54.1 7.8 

Major industry 12 100.0 5.9 31 100.0 29.5 60 100.0 11.9 
Agriculture, forestry, fishing, and 
hunting 1 8.2 19.9 - NA NA 2 3.3 25.5 
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Eligible for Medicaid/CHIP Eligible for Marketplace Subsidy Ineligible 

1,000s of % of Uninsurance 1,000s of % of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured total rate (%) uninsured total rate (%) 

Mining - NA NA - NA NA 3 5.1 17.4 
Manufacturing - NA NA - NA NA 4 6.4 12.5 
Construction 1 12.0 9.3 6 18.8 47.4 8 13.1 25.2 
Wholesale and retail trade 1 11.1 3.6 5 15.2 35.5 8 14.1 14.3 
Transportation and utilities NA NA - NA NA 3 4.3 8.9 
Information - NA NA - NA NA - NA NA 
Financial activities - NA NA 1 4.9 36.2 2 3.5 7.9 
Professional and business 
services - NA NA 3 10.2 31.6 5 8.1 8.1 
Educational and health services 1 9.3 2.3 5 17.1 30.6 10 16.3 7.1 
Leisure and hospitality 4 29.8 8.9 4 13.4 42.0 10 17.5 30.8 
Other services 2 14.9 13.3 2 6.2 33.9 3 5.8 15.9 
Public administration - NA NA 1 4.4 6.7 1 1.7 2.7 

Firm size 9 100.0 4.8 26 100.0 30.0 52 100.0 11.3 
1–49 people 3 36.8 5.4 16 62.5 42.8 19 35.7 19.2 
50–99 people - NA NA 1 4.6 27.6 2 3.7 8.4 
100–499 people - NA NA 2 9.4 33.6 6 12.4 12.1 
500–999 people - NA NA - NA NA 2 3.8 7.6 
1,000+ people 3 39.1 4.1 5 20.3 15.1 23 44.5 8.9 

Citizenship status 

Individual 
US citizen 38 68.5 4.4 42 97.5 29.1 44 50.1 6.8 
Noncitizen 18 31.5 38.6 1 2.5 25.7 44 49.9 58.9 

Family 
All US citizens 35 63.4 4.5 40 93.4 29.0 42 47.7 6.7 
At least one noncitizen 20 36.6 15.7 3 6.6 29.2 46 52.3 48.0 

Family SNAP receipt 
No SNAP receipt 24 43.6 4.6 34 80.5 26.9 76 86.3 11.2 
At least one family member 
receives SNAP 32 56.4 8.1 8 19.5 42.3 12 13.7 28.4 

Self-reported health status 

All nonelderly New Mexicans 
Excellent 13 23.0 5.8 11 25.4 31.7 21 23.3 10.0 
Very good 12 21.9 5.4 14 33.8 30.2 28 31.8 11.8 
Good 19 34.2 6.6 13 31.5 28.0 29 32.7 13.7 
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Eligible for Medicaid/CHIP Eligible for Marketplace Subsidy Ineligible 

1,000s of % of Uninsurance 1,000s of % of Uninsurance 1,000s of % of Uninsurance 
uninsured total rate (%) uninsured total rate (%) uninsured total rate (%) 

Fair 8 14.4 6.8 3 6.0 19.2 9 9.8 16.2 
Poor 4 6.4 6.5 1 3.3 35.6 2 2.5 14.1 

Nonelderly New Mexicans, 
excluding children 39 100.0 7.1 41 100.0 30.6 77 100.0 13.6 

Excellent 6 15.7 6.5 10 24.9 34.1 17 21.8 11.3 
Very good 7 18.5 5.7 14 34.8 32.3 25 31.8 12.4 
Good 15 38.1 8.2 13 30.8 29.0 25 32.8 16.0 
Fair 7 18.7 7.8 3 6.3 20.1 8 10.8 17.3 
Poor 4 9.1 7.1 1 3.3 35.8 2 2.7 15.9 

Geography 
Albuquerque 13 22.8 4.8 13 30.0 28.7 29 32.9 11.3 
Northwest 13 24.1 14.5 3 7.3 28.6 4 4.6 16.3 
Farmington, Bloomfield, and 
Aztec cities 1 1.9 2.7 3 6.1 40.2 5 5.4 12.7 
North Central 4 6.5 6.7 2 5.7 20.6 4 4.7 11.0 
Eastern Plains 4 6.4 7.6 3 6.2 32.1 3 3.5 10.8 
Santa Fe County 4 6.9 7.8 3 6.5 23.7 9 9.9 15.0 
Sandoval County 3 4.9 5.2 2 4.9 23.6 4 4.5 7.1 
Valencia, Bernalillo East 
Mountains, and Isleta Pueblo 2 3.8 5.1 2 4.3 28.6 3 3.8 9.7 
Southwest 2 3.4 3.7 2 3.8 23.0 3 3.7 13.6 
Doña Ana County 5 8.5 4.5 4 10.0 29.2 10 11.5 15.6 
Central Southwest 3 5.9 4.8 4 10.0 45.6 6 6.9 13.3 
Far Southeast 3 4.8 6.1 2 5.2 30.2 8 8.6 14.4 

Source: Urban Institute. Health Insurance Policy Simulation Model. 

Notes: CHIP = Children’s Health Insurance Program. FPL = federal poverty level. Dashes indicate that data were suppressed for being smaller than 1,000, or no record exists. NA 

means the category does not apply. Data include those below age 65 not enrolled in Medicare. The upper end of income ranges is not inclusive. For example, $10,000–25,000 

includes incomes greater than or equal to $10,000 but less than $25,000. Estimates of workers by major industries and firm size exclude active-duty military members or those 

unemployed; firm size estimates exclude additional workers who do not report firm size. 
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Notes 
1 Family income by FPL adjusts for family size. For example, the FPL for a single adult is lower than that for a family 

of multiple people. Family income by adjusted gross income does not adjust for family size, but these statistics 

provide useful reference points for policymakers. People with negative adjusted gross incomes are displayed in 

their own group; in many cases, these individuals and families have business losses and would otherwise have 

middle incomes. 

2 The supplemental table is available at https://www.urban.org/research/publication/uninsured-new-

mexico/characteristics-of-the-nonelderly-uninsured-new-mexico-puma-groups. 
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By Kevin J. Bennett, Tyrone F. Borders, George M. Holmes, Katy Backes Kozhimannil, and Erika Ziller 

Policy  Insight  

What Is Rural? Challenges And 
Implications Of Definitions That 
Inadequately Encompass Rural 
People And Places 

ABSTRACT Monitoring and improving rural health is challenging because 
of varied and conflicting concepts of just what rural means. Federal, 
state, and local agencies and data resources use different definitions, 
which may lead to confusion and inequity in the distribution of resources 
depending on the definition used. This article highlights how 
inconsistent definitions of rural may lead to measurement bias in 
research, the interpretation of research outcomes, and differential 
eligibility for rural-focused grants and other funding. We conclude by 
making specific recommendations on how policy makers and researchers 
could use these definitions more appropriately, along with definitions we 
propose, to better serve rural residents. We also describe concepts that 
may improve the definition of and frame the concept of rurality. 

A
wareness of the issues facing rural 
America has increased over the 
past few years. These issues have, 
unfortunately, focused on negative 
experiences, such as the opioid cri-

sis, failing economies, and population declines. 
With this awareness has come renewed energy to 
better understand rural areas, particularly their 
health issues. This is evident in the numerous 
articles and editorials in major newspapers
such as the New York Times,Washington Post, and 
Wall Street Journal that have outlined the plight 
of health care in rural America.1 4 

Research that focuses on rural areas and the 
health of rural residents is not new. In 1912, 
more than a hundred years ago, the American 
Journal of Public Health published a report on 
typhoid in rural Virginia.5 Other early scholar-
ship described the need for a different approach 
to health in rural environments because of re-
source limitations, physician supply, and effec-
tiveness of the delivery system.6 9 Even then, 
a challenge to the field was defining rurality. 

A 1938 article wrestled with the definition of 
rural as a continuum, fostering the notion that 
what is rural depends upon context, agency, or 
area of work being studied.10 

In 1987 Congress formed the Federal Office of 
Rural Health Policy (FORHP) within the Health 
Resources and Services Administration (HRSA) 
to advise the secretary of the Department of 
Health and Human Services about rural health 
issues within federal policy. This was followed by 
rural health research and programs in other 
agencies, such as the Veterans Health Adminis-
tration. Since then, FORHP and other agencies 
have worked to provide support to rural commu-
nities, providers, and state offices of rural 
health, as well as extensive funding for policy-
relevant rural health research. The field of rural 
health research has since expanded, producing 
evidence about rural disparities in such areas as 
access to care, outcomes of care, disease preva-
lence, and mortality rates. Federal programs and 
policies require formal eligibility criteria that 
define rurality, yet those criteria might not align 
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with a more nuanced local reality. In addition, 
not all federal programs use the same definition, 
which leads to confusion among communities 
that may be eligible for some programs but not 
others. 
Thus, the purpose of this article is to describe 

various definitions of rural that are used in fed-
eral policy and other contexts and the implica-
tions of that usage. Additionally, we discuss 
other methods for identifying rural places and 
offer recommendations for research and policy 
changes to better serve rural residents. 

Common Definitions 
Some definitions of rural depend upon adminis-
tratively determined boundaries such as coun-
ties, ZIP Code Tabulation Areas, and census 
tracts.11 While these can be useful, they do not 
always capture cohesive areas. Communities of-
ten span these areas, census tracts, counties, and 
even states but are considered separate because 
of these administrative boundaries. Moreover, 
common measures of rurality mask the diversity 
of culture, demographics, resources, and needs 
present in these areas. 
Many definitions of rural start with those used 

by the Census Bureau. Urbanized areas are any 
combinations of census tracts or blocks that 
contain 50,000 or more residents, while urban 
clusters are clusters of census tracts or blocks 
containing 2,500 50,000 residents. Because the 
Census Bureau does not define rural per se, any 
tract or block outside of these two urban catego-
ries is often considered rural.12,13 

The Office of Management and Budget (OMB) 
uses these census designations to define Metro-
politan and Micropolitan Statistical Areas at the 
county level. Generally speaking, the OMB forms 
core-based statistical areas using a combination 
of the census definition and commuting patterns 
by residents of adjacent counties. These units are 
then classified as metropolitan or micropolitan, 
depending on whether they are centered on an 
urbanized area (metropolitan) or an urbanized 
cluster of more than 10,000 residents (micro-
politan).14 

Of note, the core-based statistical area desig-
nations are not intended to define rurality, a 
practice explicitly warned against in the OMB 
guidance: The Metropolitan and Micropolitan 
Statistical Area Standards do not produce an 
urban-rural classification, and confusion of 
these concepts can lead to difficulties in program 
implementation. Counties included in Metropol-
itan and Micropolitan Statistical Areas and many 
other counties may contain both urban and rural 
territory and population. 14 

Despite this warning, many government agen-

cies and federal research programs use Metro-
politan Statistical Area and non Metropolitan 
Statistical Area as urban and rural designations, 
respectively. For example, the public-use data in 
the Behavioral Risk Factor Surveillance System 
survey,15 as well as data in many of the products 
of the National Center for Health Statistics,16 

include this designation as a rural-urban indica-
tor. This leads to a large body of literature that 
depends upon an arguably poor measure of 
rurality. 
The Department of Agriculture s Economic 

Research Service has created two additional 
county schemes. Urban Influence Codes divide 
counties into groups based on their size and 
adjacency to other county types. Rural-Urban 
Continuum Codes provide a designation that is 
also based upon the OMB county designations.17 

Similar to the Urban Influence Codes, these 
codes are categorized by population size and 
adjacency to metropolitan areas. Both sets of 
codes were last updated in 2013. 
Using a smaller level of geography, rural-

urban commuting area codes are based on cen-
sus tract rather than county.18 Like the OMB des-
ignation, these codes consider population den-
sity, commuting patterns, and adjacency. The 
use of census tracts provides a more precise and 
nuanced range of categories. These codes are 
updated with each decennial census. A ZIP code
based approximation is also commonly used. 
Recognizing that areas on the rural continuum 

vary in size, population density, and distance to 
urban resources, the Economic Research Service 
has also developed Frontier and Remote Area 
Codes. These codes are ZIP code based and spe-
cific to rural places, unlike many classifications 
that begin with urban areas and leave rural ones 
to be defined as a residual. The codes provide 
four options for categorizing a ZIP code, based 
on the size of the biggest city or town in that ZIP 
code and the travel distance to a larger city or 
town. The most restrictive definition considers 
a place to be in a frontier or remote area if it is at 
least fifteen minutes away from a city or town of 
2,500 9,999 people and an hour or more away 
from a city or town of 50,000 or more people.19 

The least restrictive definition categorizes a 
place as a frontier or remote area if it has fewer 
than 50,000 people, the majority of whom live 
an hour or more from urban areas of 50,000 or 
more people. The Economic Research Service 
created this four-tier indicator in recognition 
of the fact that researchers and policy makers 
may need different thresholds, depending on 
the nature of their question or the types of goods 
and services to which they are measuring access. 
These are not the only rural definitions or des-

ignations in use. Other classifications include 
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the Economic Research Service s natural ameni-
ties scale20 and County Typology Codes;21 the De-
partment of Veterans Affairs unique rurality def-
initions, at least before 2015;22 and the Index of 
Relative Rurality.23 One could easily tabulate fif-
teen different definitions used at the federal lev-
el,24 and adding program-specific and nonfeder-
al definitions would further expand this list. 
These various definitions make determining 

the rurality of an area difficult. To aid in this, 
the Rural Health Information Hub has developed 
a tool called Am I Rural? that provides the 
status for a specific address or location, based 
on various rural definitions and eligibility for 
Centers for Medicare and Medicaid Services 
(CMS) or HRSA programs.25 It is not unusual 
for a location to meet the rurality criteria for 
one program (such as CMS) but not another 
(such as HRSA). These discrepancies make pro-
gram planning, community development, and 
providing health care resources difficult for 
areas caught in the middle. 
A natural tension exists between the need for 

an official definition and the more subjective 
notion of what it means to be rural. The percep-
tion of a community as rural may be driven by 
factors beyond geographic proximity to urban-
ized areas. A 2017 study that compared this per-
ception to actual designations clearly indicates 
this disconnect.26 In that study 15 percent of 
respondents who lived in metropolitan areas 
considered themselves rural, as did 26 percent 
of respondents residing in an urban cluster. 
There was also regional variation: 42 percent 
of urbanized area residents in the Middle Atlan-
tic region considered themselves urban, com-
pared to only 25 percent in the South Atlantic 
region. Nine percent of residents of metropoli-
tan counties with a population of at least one 
million considered themselves rural, represent-
ing 23 percent of all rural respondents. 
This suggests that self-reported rurality may 

differ from that defined strictly by geographic 

measures; it also suggests that people living in 
the same area may have different senses of their 
rurality. For example, someone who commutes 
thirty minutes to the central city may have a 
different sense of connectedness to the urban-
ized area than a retiree who rarely leaves home. 
This is further bolstered by work that indicates 
that rural health disparities are a function not 
just of geographic location, but also of culture 
and economic opportunity.27 

Beyond Geography 
Regardless of the definition, researchers, policy 
makers, media, and residents frequently ascribe 
particular attributes to rural and urban areas 
that might not be representative, inclusive, or 
even accurate. For example, there are different 
perceptions of demographic composition (such 
as composition by age, sex, and race/ethnicity), 
social factors (marital status, education, and po-
litical views), and economic structures (farming, 
logging, or mineral-dependent economies). It is 
not uncommon for the popular media to equate 
rural with white farmers, despite the large non-
white farming contingent and the many rural 
areas that are not dependent on farming.28,29 

Some perceptions are accurate, however, 
when rurality is associated with variations in 
some population characteristics. For example, 
residents of nonmetropolitan counties are gen-
erally older and in poorer health, compared to 
residents of metropolitan counties.30 Recogniz-
ing that rurality reflects a breadth of demograph-
ic, social, economic, and health system charac-
teristics, it may be useful, if not more practical, to 
measure those underlying characteristics direct-
ly instead of using a strictly geographic defini-
tion of rurality that is, whether or not a place is 
rural, and how rural it is determined to be.31 

Some rural advocates have argued that research-
ers and policy makers should move past compar-
isons of rural and urban areas alone and focus on 
these underlying factors.32 A better understand-
ing of how these underlying characteristics in-
fluence health care access, quality, and outcomes 
could inform more effective and equitable health 
policies. 

Case Study: Closures Of Obstetric 
Units 
Two recent studies of rural maternity care illus-
trate how conducting research and interpreting 
the findings implications for rural residents, 
hospitals, and communities are complicated by 
various definitions of rural and by the limitations 
of available data. 
The first study examined whether pregnant 

It is not unusual for 
a location to meet the 
rurality criteria for 
one program (such as 
CMS) but not another 
(such as HRSA). 
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rural residents gave birth locally or traveled to 
urban hospitals.33 A subsequent analysis studied 
women with complicated pregnancies, including 
women with opioid use disorder.34 In these an-
alyses rurality was based upon whether the pa-
tient s address on the hospital discharge form 
was in a rural county. 
This simple measure was confounded by the 

fact that the variable was not consistently mea-
sured over time. For the subanalysis of rural res-
idents with complicated pregnancies, trends 
over time were important because of the opioid 
epidemic s becoming a crucial public health is-
sue. Unfortunately, the data set changed its gra-
dient measure of county rurality in 2007, requir-
ing the analysis to focus only on a dichotomous 
rural-urban measure.35 It is likely that there were 
differences over time among rural residents that 
were not identified, owing to these data limi-
tations. 
The second study examined research docu-

menting the extent of recent rural hospital ob-
stetric unit closures and their consequences.36,37 

The data for this research came from three dif-
ferent sources, and the only common unit of 
measurement across these was the county. Thus, 
rural counties were defined as nonmetropolitan 
based on the OMB definition. Further possible 
distinctions included by population density 
(noncore versus micropolitan) and by adjacency 
to urban counties. After consulting with rural 
community leaders and clinicians and reviewing 
prior literature, the researchers conducted anal-
yses for loss of services using the population 
density measure, and the consequences of the 
loss of services were determined based on adja-
cency.38 In both cases, there were important dif-
ferences in service loss and the consequences 
across types of rural counties, but the interpre-
tation was still limited by the fact that the analy-
sis was conducted at the county level which 
masked any variability within the county by 
rurality. 
The town of Winnsboro, South Carolina, is a 

real-life example of how these definitions might 
not work as expected. Winnsboro is within an 
urban cluster but is located in a county that is 
78 percent rural (according to the Census Bu-
reau). According to CMS, this area is eligible 
for a rural health clinic, as it is not in an urban-
ized area. This is helpful, because it is also a 
Health Professional Shortage Area for primary, 
dental, and mental health care. Unfortunately, 
because of its proximity to Columbia, this area 
and its entire county are not eligible for any 
FORHP funding (the county is designated as part 
of the Columbia core-based statistical area). This 
limits the funding it can obtain for needed ser-
vices and programs. The community is certainly 

not unique in having this discrepancy. 
Furthermore, if one examines the list of closed 

rural hospitals39 tracked by the University of 
North Carolina, at the time of publication, 39 of 
the 160 hospitals that closed since 2005 (nearly 
25 percent) were located in metropolitan core-
based statistical areas, although many of them 
were designated as critical access or Medicare-
dependent hospitals. 

County Heterogeneity 
Counties vary tremendously in size and popula-
tion. County sizes range from just 13.2 square 
miles to more than 20,000 square miles (and up 
to 147,805 square miles if Alaska boroughs are 
included), while populations range from eighty-
eight to more than ten million residents. Given 
these differences, treating counties as a single 
unit can mask important heterogeneity within 
a given county and affect research and policy 
outcomes. For example, Maine and Indiana are 
roughly the same in terms of area, but Maine has 
sixteen counties while Indiana has ninety-two. 
As a result, even Maine s urban counties are large 
enough to contain numerous rural spaces that 
are far (up to 100 to miles or more) from coun-
ties urban centers. Using a county-level defini-
tion of rural, hospital discharge data for Maine 
indicate that 39 percent of deliveries in 2017 
were rural. Using rural-urban commuting area 
codes, this rate increases to 57 percent a differ-
ence that is large and meaningful for policy. 
This concern is also illustrated by the obstetric 

unit closures case study described above, where 
some of the magnitude of services loss was not 
captured in the maternity analyses. For example, 
St. Louis County, Minnesota, is the largest 
county east of the Mississippi River, stretching 
from the Canadian border to the southernmost 
port on Lake Superior. It contains Duluth
Minnesota s fourth-largest city, with a popula-
tion of 86,293 making the county metropolitan 

It is incumbent upon 
the researcher to 
clearly define how 
rurality is 
operationalized in 
their work. 
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Exhibit 1 

Practical considerations for defining rurality 

Consideration Question Application 
Purpose of analysis What unit of geographic analysis best 

corresponds to the purpose? 
Is rurality capturing highly localized resources, access to relatively diffuse resources (for 
example, primary care), or proximity to scarce resources (such as a Level I trauma 
center)? Population density, RUCA, and FAR, respectively, might be the best choices. 

Intended audience Does the definition of rurality produce 
findings that are understandable 
and useful to the target audience? 

Will the language be understood by a broader audience? Terms such as noncore, 
adjacency, and even micropolitan may be difficult for lay audiences to understand and 
could lead to misunderstood results. 

Funding source Is the study financially supported by 
a funding body? 

Does the funder have specific needs or requirements for how rurality is assessed? 

History How has prior research defined 
rurality? 

Does maintaining consistency with prior research help clarify definitions of rurality or 
create further confusion? 

Data collection How will the analysis be conducted in 
a practical sense? 

Is the appropriate level of analysis the county, ZIP code, or census tract? Should rurality 
account for community behaviors, population density, or adjacency to urban areas? 

SOURCE Authors analysis. NOTES RUCA is rural-urban commuting area code. FAR is Frontier and Remote Area Code. 
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by the OMB definition. However, it also contains 
Voyageurs National Park and the million-acre 
Boundary Waters Canoe Area Wilderness. In 
2015 the hospital in the town of Ely (population: 
3,460) stopped providing obstetric care, dramat-
ically reshaping local access to maternity ser-
vices. Had this closure occurred a year earlier, 
it would not have shown up in the rural obstetric 
closure analysis36 because of the use of the county 
as a unit of analysis (and its county being deemed 
metropolitan). 

Choosing The Best Definition 
Given the variety of definitions of rural, deter-
mining which to use may be difficult. However, 
the decision can be guided by practical consid-
erations, such as the purpose of the analysis, the 
intended audience for the research, funding 
sources, history, and data collection methods 
(exhibit 1). These considerations can help guide 
decisions on which definition of rural to use for 
any particular analysis. Regardless, the wide va-
riety of definitions means that it is incumbent 
upon the researcher to include the specific defi-
nition and clearly define how rurality is opera-
tionalized in their work. 

Moving Toward A Better 
Understanding 
While we recommend using the above approach 
to choosing the proper definition of rural, given 
the current environment, we acknowledge that 
more work should be done toward improving the 
process of choosing such definitions. Current 
definitions of rural focus on the absence of an 
element—for example, an area has few people or 
is far from larger cities. What if definitions of 

rurality instead included both deficits and as-
sets? Such a shift in thinking could go a long 
way toward addressing the multiple health dis-
parities visible in rural America. With such a 
framework, a better definition of rural might 
be possible—one that includes the concepts that 
measure assets. 
From a rural health standpoint, these assets 

could include the primary care supply, distance 
to the nearest trauma center, and availability of 
resources such as healthy food outlets and public 
transit. However, many other factors might be 
just as important. For example, being within a 
relatively short distance of an urban or higher-
resource area may suggest positive access, but 
only if the rural population has access to resourc-
es that would enable them to travel (for example, 
access to a vehicle). And how would one take into 
account barriers to travel such as natural barriers 
(mountains, rivers, and lakes), state lines, and 
so on? Rural residents may also face economic 
and workplace barriers such as being un- or un-
derinsured and having limited paid leave for 
medical care. Given these factors, should a defi-
nition of rural also include socioeconomic mea-
sures, such as household income or employment 
status? 
What other factors would lead to a more com-

prehensive definition of rural? What if the natu-
ral environment—such as the percentage of tree 
coverage, natural amenities (rivers, lakes, and so 
on), and weather—were included (as the natural 
amenities scale does)?20 Many areas across the 
US are defined as being urban or metropolitan 
but are visually rural—that is, there are large 
open spaces and a low density of population 
or buildings. Classic examples include Ely, 
Minnesota (mentioned above), the Grand Can-
yon (in the same county as Flagstaff, Arizona), 

’ 



and Winnsboro, South Carolina (as noted above, 
in close proximity to the Columbia metropolitan 
area). 
Relatedly, it is important to consider local res-

idents perceptions. If a majority of the people 
living in an area believe that they are rural, a 
definition of rural should reflect that as well. 
Taking these considerations into account 

would require a more nuanced and detailed 
method for defining rurality. This could also 
mean moving away from categorical or dichoto-
mous definitions (urban versus rural) to a con-
tinuous definition, similar to the concept pro-
posed in 1938 by William Meserole.10 One 
measure, the Index of Relative Rurality, does 
take this approach, using counties as the unit 
of assessment.23 The index is based on four 
factors population size, population density, re-
moteness, and built-up area and results in a 
continuous index of values that range from 0 
(a very low level of rurality) to 100 (a very high 
level). This numerical approach offers the flexi-
bility and scalability that are missing from other 
definitions of rural and could also be applied 
broadly to any geographic area for which data 
are available. This measure is not as widely 
known as others, but the Henry J. Kaiser Family 
Foundation has been using it as its rurality in-
dicator.40 

We suggest that a definition of rural could be 
operationalized as an index and incorporate 
measures from a variety of areas, such as popu-
lation density, travel or distance, geographic 
isolation, resources, socioeconomic characteris-
tics, local perceptions or culture, and amenities 
(For a visual representation of what such an in-
dex would include, see online appendix exhib-
it A1.)41 Each component would include several 
submeasures to contribute to the category. For 
example, resource submeasures could include 
numbers of providers per 1,000 population, hos-
pitals, or home health agencies. Each category 
could also be weighted, essentially granting 
some categories more influence than others. In 
this example, population density would have the 
highest weight, while amenities would have the 
lowest. The components of each category, how 
they were indexed, and how the weights were 
assigned could all be adjusted to create an overall 
rural index that would indicate an area s rurality 
on a continuous scale. 
An index would also lend utility to a definition 

of rural by providing information on the factors 
that drive a particular area s rurality. For exam-
ple, two areas might have very similar index val-
ues, but one s value would be driven by a low 
population density while the other s value would 
driven by socioeconomic characteristics. Recog-
nizing these differences in resources would help 

local, state, and federal policy makers better tar-
get and adjust interventions and identify the ser-
vice needs of each area, instead of using a one-
size-fits-all approach. 
Any movement toward new, expanded, or re-

fined ways of defining rurality must take into 
account the use of existing definitions.With fed-
eral and state agencies using varying definitions 
for eligibility determinations and planning pur-
poses, it would be challenging to overhaul the 
entire system so that it used a single commonly 
used measure. It might be wise, in both the short 
and long terms, to use some sort of combined 
approach, similar to those of FORHP and HRSA 
more broadly. A county is eligible for the rural 
programs of these agencies if it is rural”—or, if 
the county is metropolitan, if it is in a rural cen-
sus tract. Using such a combined approach, and 
replacing the second criterion with the use of the 
rural index score, might be a more comprehen-
sive approach than the population density
based census tract that is currently used. 
Policy attention and additional resources are 

needed in rural communities, yet current defini-
tions of rurality might not accurately and fully 
represent the concept. These current definitions 
also render a location rural by one definition and 
urban in another. Regardless of how definitions 
of rural do or do not evolve in the future, a more 
consistent and appropriate usage of the method-
ologies would benefit policy makers, research-
ers, and communities. This would include a 
definitive statement of what measures (or meth-
ods) were used to classify the area and a recog-
nition of the sensitivity (and limitations) of 
those methods.We also encourage all who report 
rural findings to present data at the smallest 
possible unit (ZIP Code Tabulation Areas, cen-
sus tracts, and the like). Finally, having a facili-
tated conversation about the move toward a re-
fined or more inclusive definition of rural would 

An index would lend 
utility to a definition 
by providing 
information on the 
factors that drive a 
particular area s 
rurality. 
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be fruitful, particularly if facilitated by a federal 
stakeholder, such as HRSA. If this occurred, it 
would be vital for representative members of 
rural communities such as community leaders, 
scholars, advocates, and residents to be includ-
ed in such a process so that their perspectives are 

fully appreciated and captured. 
A concerted effort to explore these options, 

particularly on the part of rural health research-
ers, would lend credibility to alternative ap-
proaches and aid in the move toward better-in-
formed policy. ▪ 

An earlier version of this article was 
presented at the National Rural Health 
Association Annual Meeting in Atlanta, 
Georgia, May 9, 2019. Tyrone Borders is 
the editor of the Journal of Rural 
Health. 
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JKLM�NMO�P�Q�RK�NOJNMSSYTXUZK[V�ZX\]WXĴ�[]_�̀aJ̀X]Ẑ J̀XW[Yb�J\cXYb6�789 ;:�<=>?@�A<B=CD�AEFGH<I=EG 

ZdM�eMfNQ�gThijSMN�kiVjlQ�kKmfOinjKf�eMiOomiNnMNSp�qrs�tMNNQ�̂nTu�̂mjnM�vwwwu�̂if�kNifUjSUKu�Y[�xyqzw�{�JdKfM�|sw}rsy}xyww�RiSdjf~nKf��\�UMS�ifO�tiNPiNi�gKNOif�YKf•MNMfUM�YMfnMNp�q††w�‡�̂nNMMnu�]Ru�RiSdjf~nKfu�_Y�vwwws�{�JdKfM�vwv}†yz}svzwLLLT…—TKN~�{�aVijl�[lMNnSp�…—TKN~–MVijl�{�•iUMPKK…TUKV–hijSMNkiVj�ƒ⁄lQ‹k�›K−m‰„f‹O“i�”n−jK‘‰f�’{‚��”nLj™ffnnMŁN−TƒU‰K™V–…f�‰„�−—�f™fŒ“™Šƒ�™“Ÿ−f‰Ž−ƒ‰™f�ı−„‹Ł�‰f�ł−f�”“−fœ‰„œ™š�ž−’‰�™“f‰−€ 

�,-̨��... /�%%/��������$�%��̇�,���$%��#�����%%$����$�������$,���$��̂ ˙̋ �$����� �0��� 



 

 

 SPECIAL REPORT 
NO. 219 | NOVEMBER 19, 2019 

How “Medicare for All” 
Harms Working Americans 
Edmund F. Haislmaier and Jamie Bryan Hall 





 

SPECIAL REPORT 
No. 219 | November 19, 2019 

INSTITUTe For FAmILY, CommUNITY, AND oPPorTUNITY 

 How “Medicare for All” 
Harms Working Americans 
Edmund F. Haislmaier and Jamie Bryan Hall 



II HOW “MEDICARE FOR ALL” HARMS WORKING AMERICANS 
About the Authors 

Edmund F. Haislmaier is Preston A. Wells Jr. Senior Research Fellow in Domestic Policy Studies, of the Institute for Family, 

Community, and Opportunity, at The Heritage Foundation. 

Jamie Bryan Hall is Research Fellow in Quantitative Analysis in Domestic Policy Studies. 

This paper, in its entirety, can be found at http://report.heritage.org/sr219 

The Heritage Foundation | 214 massachusetts Avenue, Ne | Washington, DC 20002 | (202) 546-4400 | heritage.org 

Nothing written here is to be construed as necessarily refecting the views of The Heritage Foundation or as an attempt to aid or hinder the passage of any bill before Congress. 

http://report.heritage.org/sr219


 November 19, 2019 | 1 SPECIAL REPORT | No. 219 
heritage.org 

 
 
 
 

 

 

 
 
 

 
 
 
 
 

 
 
 

How “Medicare for All” 
Harms Working Americans 
Edmund F. Haislmaier and Jamie Bryan Hall 

P roposals to impose a government-run health care system, such as the 
pending “Medicare for All” legislation, on the American public would 
leave most households fnancially worse of. Workers would have to 

pay additional taxes—21.2 percent of all wage and salary income—raising 
the total federal payroll tax rate to 36.5 percent for most workers. Average 
disposable income (after taxes and private medical expenses) for all house-
holds would decline by $5,671 per year. We also fnd that nearly two-thirds of 
American households (65.5 percent, comprising 73.5 percent of the population) 
would pay more in taxes than they would save from no longer paying health 
insurance premiums and the absence of out-of-pocket medical spending. For 
households with employer-sponsored insurance, 87.2 percent would be worse 
of fnancially. 

Over half of the Democrats in the House and 14 Democrats in the 
Senate are calling for enactment of a new government-run health cov-
erage program to replace all existing private health insurance, including 
employer-sponsored health benefts, as well as the current publicly funded 
coverage for Americans enrolled in Medicare, Medicaid, and the Children’s 
Health Insurance Program (CHIP). The proposed new program would be 
operated and funded solely by the federal government, and private insurers 
and employers would be prohibited from ofering coverage that duplicated 
any of the program’s benefts.1 While the terminology (such as single-payer 
and Medicare for All) and the details may vary, any such proposal would 
signifcantly increase federal government spending and require major 
tax increases. 

Advocates of this idea suggest that Americans currently covered by 
private health plans would be fnancially better of, even after their taxes 
are raised to fund the proposed new government program. For example, 
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Senator Bernie Sanders (I–VT) has said: “Are people going to pay more in 
taxes? Yes. But at the end of the day, the overwhelming majority of people 
are going to end up paying less for health care because they aren’t paying 
premiums, co-payments or deductibles.”2 

That assertion is incorrect. Our analysis fnds that in order to fund such 
a program, it would be necessary for the federal government to impose 
substantial, broad-based taxes equal to 21.2 percent of all wage and salary 
income. Those taxes would be in addition to the payroll taxes that most 
workers already pay for the existing Social Security and Medicare programs, 
bringing total payroll taxes to 36.5 percent for most workers.3 We also fnd 
that nearly two-thirds of American households (65.5 percent, compris-
ing 73.5 percent of the population) would experience reductions in their 
disposable income, making them fnancially worse of. Those households 
would pay more in new taxes to fund the program than they would save as a 
result of the program eliminating their current spending on private health 
insurance and out-of-pocket medical expenses. 

After accounting for both the tax increases and the reductions in private 
spending for health insurance and medical care, we fnd that average annual 
household disposable income would decline by $5,671 (or 11 percent) under 
a new government-run health care program. 

Among households with employer-sponsored health benefts, 87.2 per-
cent would be worse of fnancially under a new government-run health 
care program, and their annual disposable income would be $10,554 lower, 
on average. That would occur despite those households receiving wage 
increases, as employers responded to the new program by converting the 

1. S. 1129, Medicare for All Act of 2019, 116th Cong., 1st Sess., and H.R. 1384, Medicare for All Act of 2019, 116th Cong., 1st Sess. See also Robert E. Moft, 
“Government Monopoly: Senator Sanders’ ‘Single-Payer’ Health Care Prescription,” Heritage Foundation Backgrounder No. 3261, July 27, 2018, https:// 
www.heritage.org/sites/default/fles/2018-08/BG3261.pdf, and Robert E. Moft, “Total Control: The House Democrats’ Single-Payer Health Care 
Prescription,” Heritage Foundation Backgrounder No. 3423, July 19, 2019, https://www.heritage.org/sites/default/fles/2019-07/BG3423.pdf. 

2. Atthar Mirza, “Would Bernie Sanders’s Medicare-for-All Save Americans Money?” The Washington Post, June 3, 2019, https://www.washingtonpost. 
com/politics/2019/06/03/would-bernie-sanderss-medicare-for-all-save-americans-money/ (accessed November 4, 2019). 

3. No proponent of this idea has provided a complete plan to pay for this proposal. Senator Sanders and Senator Warren have each ofered plans 
to partially fund Medicare for All through combinations of payroll taxes imposed on employers and increased income taxes. We have chosen to 
model the full tax burden to pay for Medicare for All, and we used a higher payroll tax rate on employees because it is the standard measure for 
projecting the tax burden of a social insurance program. Moreover, this approach avoids the signifcant behavioral response efects of other possible 
tax increases. Additionally, the Committee for a Responsible Federal Budget (CRFB) recently provided several pay-for options. See Committee 
for a Responsible Federal Budget, “Choices for Financing Medicare for All: A Preliminary Analysis,” http://www.crfb.org/papers/choices-fnancing-
medicare-all-preliminary-analysis (accessed October 31, 2019). The CRFB highlights a 32 percent payroll tax split evenly between the employer and 
the employee, and notes that it would raise the same revenue as a 23 percent payroll tax paid solely by the employee. That latter fgure is very similar 
to what we derived (21.2 percent). We modelled a payroll tax paid solely by the employees because imposing a tax on employers (all or in part) 
would produce additional adverse efects on cash compensation, employment, and business proftability—particularly for employers with workers 
near the statutory minimum wage, whose hourly wage cannot be reduced to ofset the cost of the new tax. The resulting smaller tax base would, in 
turn, necessitate even higher tax rates to collect the same amount of revenue. 

http://www.crfb.org/papers/choices-financing
https://www.washingtonpost
https://www.heritage.org/sites/default/files/2019-07/BG3423.pdf
www.heritage.org/sites/default/files/2018-08/BG3261.pdf
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value of current tax-free, employer-provided health benefts into additional 
taxable cash income.4 The reason: Workers would pay much higher taxes to 
fund the cost of the new program because workers would need to (1) replace 
their own private spending, (2) replace non-workers’ private spending, and 
(3) pay for the additional spending that would result from the program stim-
ulating increased use of medical care. 

Background 

Over half of the Democrats in the House and 14 Democrats in the 
Senate have co-sponsored so-called Medicare for All bills, the key features 
of which are the establishment of a federal government-run health care 
program that would: 

l Cover all U.S. residents; 

l Provide comprehensive benefts, including coverage for items and 
services that are only covered to a limited extent today, such as dental, 
vision, hearing, and long-term care; 

l Not charge patients any fees or co-payments for the care they receive; 

l Replace existing private coverage and prohibit insurers and employers 
from ofering plans that cover the same benefts as the new govern-
ment program; and 

l Replace the three major existing government coverage programs— 
Medicare, Medicaid, and CHIP. 

As such, the proposal would fundamentally alter the structure and 
operations of the U.S. health system with numerous efects, not the 
least of which would be substantial increases in federal spending and 
taxation, as well as signifcant changes to the personal fnances of Amer-
ican households. 

Analysts from across the political spectrum have produced studies esti-
mating the efects of such a program on total U.S. health spending and the 

4. We assume that, should Medicare for All legislation pass, employers will convert funds they spend on health benefts today into higher wages. 
Appendix A includes a more detailed discussion of this assumption and resulting changes to the tax base. 
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federal budget. Those studies reached roughly similar conclusions.5 Namely, 
that a government-run health care program would increase federal spend-
ing by at least $30 trillion over the frst 10 years of implementation, and that 
were such a program currently in efect, federal spending would be more 
than $2 trillion higher than it is now. 

However, less attention has been devoted to calculating the taxation 
needed to fund what amounts to a 50 percent increase in federal spending.6 

Yet, average Americans are less interested in how a government-run health 
care program would afect the federal budget or total U.S. health spending 
than in what its provisions, including the taxes to pay for it, would mean 
for their family’s fnances. 

The biggest changes would result from the legislation efectively “nation-
alizing” spending that is privately funded today—roughly half of total U.S. 
health care spending. 

That means that Americans would no longer pay directly for any of their 
medical care or health insurance, and they would have to pay higher taxes 
to fund the new program. Furthermore, about half of American households 
are currently covered under employer-sponsored health plans. The cost of 
that coverage is part of the total compensation paid by employers to their 
workers, but it is excluded from the taxable incomes of those employees. 
Replacing those private plans with a new government program would also 
result in the value of those benefts being converted into taxable cash wages. 

The fnancial efects of the legislation would difer for specifc individuals 
and families depending on their employment status, their incomes, and 
the source and scope of their current health care coverage. For any partic-
ular household, the implementation of a government-run health program 
would produce one or more of the following efects: (1) reductions in the 
amount spent directly on health insurance and medical care, as a result of 
the new program providing comprehensive benefts with no premiums or 

5. Kenneth E. Thorpe, “An Analysis of Senator Sanders [sic] Single Payer Plan,” Emory University, January 27, 2016, https://www.healthcare-now. 
org/296831690-Kenneth-Thorpe-s-analysis-of-Bernie-Sanders-s-single-payer-proposal.pdf (accessed November 4, 2019); Center for Health and 
Economy, “Medicare for All: Leaving No One Behind,” May 1, 2016, http://healthandeconomy.org/wp-content/uploads/2016/05/Medicare_For_ 
All_20160501.pdf (accessed November 4, 2019); John Holahan et al., “The Sanders Single-Payer Health Care Plan: The Efect on National Health 
Expenditures and Federal and Private Spending,” Urban Institute Research Report, May 9, 2016, https://www.urban.org/research/publication/sanders-
single-payer-health-care-plan-efect-national-health-expenditures-and-federal-and-private-spending (accessed November 4, 2019); Charles Blahous, 

“The Costs of a National Single-Payer Healthcare System,” Mercatus Center Working Paper, July 30 2018, https://www.mercatus.org/publications/federal-
fscal-policy/costs-national-single-payer-healthcare-system (accessed November 4, 2019); Jodi L. Liu and Christine Eibner, “National Health Spending 
Estimates Under Medicare for All,” RAND Corporation, 2019, https://www.rand.org/pubs/research_reports/RR3106.html (accessed November 4, 2019); 
and Linda J. Blumberg et al., “From Incremental to Comprehensive Health Insurance Reform: How Various Reform Options Compare on Coverage 
and Costs,” Urban Institute and The Commonwealth Fund, October 2019, https://www.urban.org/sites/default/fles/2019/10/15/from_incremental_to_ 
comprehensive_health_insurance_reform-how_various_reform_options_compare_on_coverage_and_costs.pdf (accessed November 4, 2019). 

6. The exception is that Thorpe does ofer a general estimate for the level of taxation that would be needed to fund such a program fully. 

https://www.urban.org/sites/default/files/2019/10/15/from_incremental_to
https://www.rand.org/pubs/research_reports/RR3106.html
https://www.mercatus.org/publications/federal
https://www.urban.org/research/publication/sanders
http://healthandeconomy.org/wp-content/uploads/2016/05/Medicare_For
https://www.healthcare-now
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co-payments for enrollees; (2) increases in the amount of taxable income, 
as a result of current non-taxable health benefts being converted into addi-
tional taxable compensation; and (3) changes to the amounts of federal and 
state taxes paid, as a result of the program eliminating current health care 
tax preferences and imposing additional taxes. 

The analysis in this Special Report calculates the net efect on American 
families’ fnances in four basic steps. First, we identify the additional costs 
to the federal government of a government-run health care program as 
envisioned in the proposed legislation. Second, we account for the increase 
to the tax base that would result from the legislation precipitating the 
conversion of current tax-free, employer-sponsored health benefts into 
additional taxable wages and salaries. Third, we calculate the increased tax-
ation needed to fund the additional federal spending, relative to the revised 
larger tax base. Fourth, we calculate the efects on household fnances of 
the changes to their spending on medical care and taxes. 

The results are expressed as the net change to household disposable 
income after taxes and health expenses (that is, payments for premiums, 
co-payments, and unreimbursed medical care). Put another way, the net 
efect is the change in the amount of income a household has left for other 
purposes after paying taxes and health expenses under current arrange-
ments versus under a universal federal health care program. 

Limitations. These fgures should be understood as a close approxi-
mation of how families and individuals will be afected by Medicare for All. 

We limited our analysis to providing baseline estimates for how replacing 
private health spending with federal spending, and funding that additional 
spending with tax increases, would alter the federal budget and household 
fnances. As such, our analysis is a static accounting of funding shifts and we 
did not attempt to estimate the efects of behavioral changes in response to 
higher tax rates. Further, we did not incorporate into our analysis assump-
tions about aspects of the legislation that are not specifc enough to estimate 
their efects with confdence. Instead, we provide a separate discussion of 
those issues and their associated uncertainties in Appendix B. 

We conducted sensitivity analysis and found little diference in the distri-
butional results when assuming that some elements of the proposal design 
are more, or less, expensive than our baseline estimates. 

Findings 

Our analysis fnds that if Medicare for All, as envisioned in the current 
House and Senate bills, were already in place, it would increase 2020 federal 
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spending by $2.387 trillion, more than 50 percent.7 We also fnd that funding 
that increase in federal spending would require additional payroll taxes 
equal to 21.2 percent of all wage and salary income. Those taxes would be 
in addition to existing Social Security and Medicare payroll taxes, meaning 
that most working Americans would need to pay 36.5 percent of their wages 
in federal payroll taxes to fund both Social Security and a government-run 
health care program. 

Among the population as a whole, household disposable income after 
tax and health spending would, on average, decline by $5,671 under a gov-
ernment-run health care program, with 65.5 percent of all households 
fnancially worse of than they are now. (See Table 1.) 

Specifc efects and net results would difer for individual households 
based on the type and scope of their current health insurance coverage, the 
amount of their current out-of-pocket medical spending, the amount and 
sources of their income, the type of taxes imposed to fund the program, and 
whether a household has workers.8 

Efects on Working Households. Most households with workers (82.0 
percent) would see their taxes increase by more than they would save from 
no longer paying privately for health insurance and medical care. That is 
mainly because they would need to pay new taxes to fund the new govern-
ment spending that replaces both their own private spending and that of 
non-workers, as well as additional spending generated by the new program 
increasing demand for health care goods and services. 

Efects on Working Households with and without Employer-Spon-
sored Coverage. The efect would be largest for working households with 
employer-sponsored insurance, whose disposable income would be $10,554 
lower on average. In contrast, working households without employer cov-
erage would see disposable income decline by an average of $4,029. 

Most of that diference is explained by the fact that the average cash 
income of households with employer-sponsored insurance is nearly twice 
that of working households without employment-based coverage ($103,612 
versus $58,963). That diference would further increase as employers 

7. See Appendix A for details. 

8. Household work status is signifcant for two reasons. First, the largest efects would come from shifting the U.S. health system from one that is half 
privately fnanced and employment-based to one that is fully government fnanced and detached from employment. The people who would directly 
experience that shift are, by defnition, in households with workers. Second, we assume that the new taxes to fund a government-run health care 
program would be imposed exclusively on income from labor. Under that scenario, households with workers would bear the cost through higher 
taxes, while households without workers, by defnition, would not pay higher taxes to fund the new program. It is important to note, however, that 
under some Medicare for All proposals, some non-working households would pay higher taxes under alternative fnancing scenarios that relied more 
on increasing income taxes and less on increasing payroll taxes. See Appendix A for an explanation of our reasons for assuming fnancing through 
payroll taxes and a discussion of the results from applying alternative assumptions of partial or full fnancing through higher income taxes. 
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TABLE 1 

Financial Effects of a Government-Run Health Care Program (Funded by an 
Additional 21.2% Payroll Tax) on Households 

SHAre oF HoUSeHoLDS 
THAT WoULD be 
FINANCIALLY ... 

Household Health Insurance 
and Work Status Better Off Worse Off 

All households 34.3% 65.5% 

With workers 17.9% 82.0% 

  With employer-
sponsored insurance 12.8% 87.2% 

  Without employer-
sponsored insurance 28.0% 72.0% 

Without workers 99.0% 0.0% 

AverAGe ToTAL 
TAX rATe 

Current Proposed Average Change in 
Law Reform Disposable Income 

30.1% 47.0% –$5,671 –11.0% 

31.2% 49.7% –$8,347 –14.3%

31.8% 51.6% –$10,554 –15.6%

29.2% 42.8% –$4,029 –10.0% 

17.9% 16.1% $4,884 20.6% 

NOTES: Total tax rate is all federal, state, and local taxes as a share of comprehensive income. Disposable income is after all taxes and health care expenses. 
SOURCES: Heritage Foundation model based on data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, 
Medical Expenditure Panel Survey, https://www.meps.ahrq.gov (accessed October 17, 2018), and federal and state tax data. See appendix for more 
information about the methodology. 

Sr219 A  heritage.org 

responded to the legislation by converting tax-free health benefts into 
additional taxable compensation. 

Efects on People Currently Enrolled in Medicare. Thirty-four per-
cent of American households include at least one person who is covered 
by Medicare. Both the House and the Senate bills would replace Medicare 
with a new government-run health program that, unlike Medicare, would 
not charge premiums, deductibles, or coinsurance, and would cover addi-
tional benefts. On average, Medicare pays for only about 65 percent of an 
enrollee’s total health expenses, while the new program would cover nearly 
100 percent of those costs. 

Half (51 percent) of Medicare households include no workers (essentially, 
these are fully retired people). Those households would all be fnancially 
better of by an average of $5,368 if the new program was funded entirely 
through payroll taxes.9 This subset of households also accounts for 85 per-
cent of all households without workers. 

9. See Appendix A for a discussion of the results from applying alternative assumptions of partial or full fnancing through higher income taxes. 

http:heritage.org
http:https://www.meps.ahrq.gov
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The other half (49 percent) of Medicare households—those with 
workers—would be fnancially worse of by an average of $2,768 under a 
government-run health plan because 53.8 percent of them would pay more 
in taxes than they would save as a result of the new program eliminating 
their current of out-of-pocket health spending. 

Efects on Those Currently Covered by Medicaid and CHIP. Today, 
18 percent of households have at least one person who is covered through 
Medicaid or CHIP (but not Medicare), and 90 percent of those households 
also have at least one worker. These households would be fnancially worse 
of by an average of $5,592, because 87 percent of them would pay more in 
taxes than they save from the elimination of their remaining out-of-pocket 
health spending. That is partly because individuals enrolled in Medicaid 
or CHIP would see little in the way of savings under the legislation since 
they already have comprehensive government-funded coverage. For the 
remaining 10 percent of households with Medicaid or CHIP enrollees that 
have no workers, those households would be fnancially better of by an 
average of $505. 

Examples of Efects 

To show how shifting to a government-run health care program would 
fnancially afect working households with diferent characteristics, we 
constructed the following fve illustrative households, with the results 
summarized in Table 2. (See Appendix C for the full table for each illustra-
tive household.) 

Example 1: A Median-Income Married Couple with Children and 
Employer Health Benefts Would be $9,201 Worse Of. A married 
couple with two children and cash income near the median for all such fam-
ilies (about $98,000), and covered by employer-sponsored insurance, would 
have $9,021 less in disposable income under a government-run health care 
program. While this family’s total income including employer-paid benefts 
would remain unchanged, the portion subject to taxation would increase 
by $13,459 (the sum of the $9,391 value of the employer contribution and 
$4,068 employee contribution toward the employer-sponsored insurance 
plan, which are currently untaxed). 

Applying the higher federal payroll tax rate to the higher taxable wage 
base would increase their federal payroll tax bill by $24,329. Because more 
of their income is subject to tax, the couple would also pay an additional 
$1,830 in federal income taxes. While their state and local taxes would 
be reduced by $1,758, their total tax bill would increase by $24,400, to 



 November 19, 2019 | 9 SPECIAL REPORT | No. 219 
heritage.org 

 

 
 
 

 

 
 
 
 

 

 
 
 
 

 
 
 
 

 
  

 
 
 
 
 
 
 

 

 

$53,947—47.3 percent of their total income. Eliminating their insurance 
premiums as well as their out-of-pocket medical expenses of $1,740 would 
save them $15,199 of private health care expenses, but it would not fully 
ofset the increase in their tax bill. This middle-income family would see 
its net income (after taxes and private health expenses) decline by $9,201 
(13.3 percent), from $69,415 to $60,214. 

Example 2: A Lower-Middle-Income Married Couple with Children 
and Employer Health Benefts Would be $1,619 Worse Of. A married 
couple with two children, cash income near $50,000, and covered by employ-
er-sponsored insurance would have $1,619 less in disposable income under 
a government-run health care program. While this family’s total income 
including employer-paid benefts would remain unchanged, the portion 
subject to tax would increase by $12,386 (the sum of the $8,430 value of 
the employer contribution and $3,957 employee contribution toward the 
employer-sponsored insurance plan, which are currently untaxed). 

Applying the higher federal payroll tax rate to the higher taxable wage 
base would increase their federal payroll tax bill by $14,198. Because more 
of their income is subject to tax, they would also pay an additional $1,414 
in federal income taxes and lose all $1,172 of their earned income credit. 
While their state and local taxes would be reduced by $1,029, their total 
tax bill would increase by $15,755 to $26,636 (43.0 percent of their total 
income). Eliminating their insurance premiums as well as their out-of-
pocket medical expenses of $1,750 would save them $14,137 of private 
health care expenses, but it would not fully ofset the increase in their 
tax bill. This lower-middle-income family would see its net income (after 
taxes and private health expenses) decline by $1,619 (4.4 percent), from 
$36,860 to $35,241. 

Example 3: A Median-Income Working Single Mother Would Be 
$1,547 Worse Of. An unmarried mother covered by employer-sponsored 
insurance, with two children covered by CHIP, and with cash income 
near the median for all such families (about $31,000), would have $1,547 
less in disposable income under a government-run health care program. 
While her total income, including employer-paid benefts, would remain 
unchanged, the portion subject to tax would increase by $6,650 (the sum 
of the $5,489 value of the employer contribution and $1,161 employee 
contribution toward the employer-sponsored insurance plan, which are 
currently untaxed). 

Applying the higher federal payroll tax rate to the higher taxable wage 
base would increase her federal payroll tax bill by $8,342. Because more of 
her income is subject to tax, she would also pay an additional $163 in federal 
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income tax, which would be ofset by an increase in the child tax credit, and 
she would lose $1,390 in earned income credit. While her state and local 
taxes would be reduced by $673, her total tax bill would increase by $9,059 
to $11,325—29.2 percent of her total income. Eliminating her insurance 
premiums as well as the family’s out-of-pocket medical expenses of $862 
would save her $7,512 of private health care expenses, but it would not fully 
ofset the increase in her tax bill. This family would see its net income (after 
taxes and private health expenses) decline by $1,547 (5.3 percent), from 
$29,039 to $27,492. 

Example 4: A Single Mother Earning Minimum Wage Would Be 
$2,242 Worse Of. An unmarried mother with two children, all covered 
by Medicaid and with income near that of a full-time, year-round minimum 
wage worker (about $14,200) would have $2,242 less in disposable income 
under a government-run health care program. Applying the higher federal 
payroll tax rate to her taxable wages would increase her federal payroll tax 
bill by $2,789. Her federal income taxes would be unafected, as she would 
continue to receive $6,806 in refundable tax credits (earned income credit 
and child tax credit). 

Her state and local taxes would be reduced by $323. Because she receives 
more in refundable tax credits than she pays in total federal, state and local 
taxes, her current net beneft through the tax code is $2,704. Because she 
would be paying more in taxes under the proposed reform, her net bene-
fts through the tax code would be reduced to $239, or 1.5 percent of her 
total income. This entire family is on Medicaid, so out-of-pocket medical 
expenses are low, at only $223, making the elimination of private health 
care expenses of little beneft to this household. This working-poor family 
would see its net income (after taxes and private health expenses) decline 
by $2,242 (12 percent), from $18,678 to $16,436. 

Example 5: A Median-Income Single Man Without Dependents 
Would Be $3,542 Worse Of. An unmarried man with no dependents, 
income near the median for all such individuals (about $41,000), and cov-
ered by employer-sponsored insurance, would have $3,542 less in disposable 
income under a government-run health care program. While his total 
income including employer-paid benefts would remain unchanged, the 
portion subject to tax would increase by $6,615 (the sum of the $5,337 value 
of the employer contribution and $1,278 employee contribution toward the 
employer-sponsored insurance plan, which are currently untaxed). 

Applying the higher federal payroll tax rate to the higher taxable wage 
base would increase his federal payroll tax bill by $10,649. Because more of 
his income is subject to tax, he would also pay an additional $767 in federal 
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TABLE 2 

Financial Effects of a Government-Run Health Care Program (Funded by an 
Additional 21.2% Payroll Tax) on Representative Households 

Current 
Cash 

Representative Household Income 

AverAGe ToTAL 
TAX rATe 

Current Proposed 
Law Reform 

Average 
Change in 

Disposable 
Income 

Example #1—married couple with two children, with cash 
income near the median for their family type ($98,000), $97,764 
all covered by employer-sponsored insurance 

Example #2—married couple with two children, with cash income $49,956near $50,000, all covered by employer-sponsored insurance 

Example #3—Unmarried mother covered by employer-
sponsored insurance, with two children covered by CHIP, $31,194 
with income near the median for her family type ($31,000) 

Example #4—Unmarried mother with two children, 
all covered by medicaid, working full-time at $15,191 
minimum wage (cash income near $15,000) 

Example #5—Unmarried man without dependents, with 
income near the median for such men ($41,000), $40,674 
covered by employer-sponsored insurance 

25.9% 47.3% –$9,201 
(–13.3%) 

17.6% 43.0% –$1,619 
(–4.4%) 

5.8% 29.2% –$1,547 
(–5.3%) 

–16.7% –1.5% –$2,242 
(–12.0%) 

30.0% 51.6% –$3,542 
(–13.0%) 

NOTES: Total tax rate is all federal, state, and local taxes as a share of comprehensive income. Disposable income is after all taxes and health care expenses. 
SOURCES: Heritage Foundation model based on data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, 
Medical Expenditure Panel Survey, https://www.meps.ahrq.gov (accessed October 17, 2018), and federal and state tax data. See appendix for more 
information about the methodology. 
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income tax. While his state and local taxes would be reduced by $849, his 
total tax bill would increase by $10,567, to $25,263—51.6 percent of his total 
income. Eliminating his insurance premiums as well as his out-of-pocket 
medical expenses of $410 would save him $7,025 of private health expenses, 
but it would not fully ofset the increase in his tax bill. This middle-income 
man would see his net income (after taxes and private health expenses) 
decline by $3,542 (13 percent), from $27,262 to $23,720. 

Conclusion 

Under a government-run health care program, most American workers 
would have to hand over 36.5 percent of their wages to the federal gov-
ernment. Those taxes would consist of: a new tax to fund Medicare for 

http:heritage.org
http:https://www.meps.ahrq.gov
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All—another 21.2 cents on every dollar earned—in addition to the payroll 
taxes of 15.3 percent that most workers already pay to fund the existing 
Social Security and Medicare programs. Furthermore, the new payroll 
tax would need to be imposed on every dollar of wages—from the frst 
one earned by the lowest-paid worker to the last one earned by the high-
est-paid worker. 

Overall, an estimated 65.5 percent of households comprising 73.5 
percent of the population would be worse of fnancially under a new gov-
ernment-run health care program. The results would be even more skewed 
for households with employer-sponsored insurance, as 87.2 percent of them 
would be worse of fnancially under a government-run health care program. 
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Appendix A: Data and Methodologies 

For reasons of both clear presentation and confdence in projections, our 
analysis assumes that the program is fully implemented in 2020.10 

I. Estimates of Additional Federal Spending 

Appendix A Table 1 summarizes our baseline estimates for the efects on 
the federal budget of adopting a program with the same key features as those 
in the “Medicare for All” bills currently pending in the House and Senate.11 

It shows that a government-run health care program would increase 2020 
federal spending by almost $2.4 trillion.12 Our sources and calculations for 
each item in Appendix A Table 1 are as follows: 

Replacing Private Spending. The program would replace current 
private-sector spending on health insurance and medical care with new 
federal spending for the same goods and services for the same population. 

We used the most recent National Health Expenditure (NHE) esti-
mates for private insurance and out-of-pocket spending. Because the 
program benefts do not include coverage for non-prescription drugs 
and non-durable medical supplies, we subtracted the NHE estimates 
for spending on those items from the NHE estimates for total out-of-
pocket spending.13 

Replacing State Spending. The new program would replace Medicaid 
and CHIP. Currently, states pay a share of the costs for Medicaid and CHIP 
and also make payments to Medicare for drug coverage for dual-eligible 
benefciaries. However, under the program, the federal government would 
become responsible for all of the cost of covering those same individuals. 

10. Projections become more uncertain the more distant they are from data on actual experience. Also, assuming full implementation avoids the 
uncertainties and complexity entailed in trying to account for diferent possible implementation schedules over some period of time. 

11. H.R. 1384, Medicare for All Act of 2019, 116th Cong., 1st Sess., and S. 1129, Medicare for All Act of 2019, 116th Cong., 1st Sess. 

12. Blumberg et al., “From Incremental to Comprehensive Health Insurance Reform: How Various Reform Options Compare on Coverage and Costs,” 
estimate that a national health program would increase federal spending in 2020 by $2,687 billion—$300 billion more than our estimate of $2,387 
billion. The diference appears to be primarily attributable to their projection that increased demand under the program will be $250 billion greater 
than we assume ($719.7 billion versus $470 billion). 

13. Centers for Medicare and Medicaid Services, Ofce of the Actuary, “NHE Projections 2018–2027,” Table 4. Health Consumption Expenditures; 
Aggregate and per Capita Amounts, Percent Distribution and Annual Percent Change by Source of Funds: Calendar Years 2011–2027, https://www. 
cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/NationalHealthAccountsProjected.html 
(accessed November 5, 2019). The fgures for out-of-pocket spending are reduced by the amounts projected in Table 12. Other Non-Durable Medical 
Product Expenditures (spending on non-prescription drugs and medical sundries). 

https://www
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APPENDIX A TABLE 1 

Additional Federal Spending for a Government-Run Health 
Care Program 
Figures are in billions of dollars in 2020. 

Changes in Direct Spending 

replace private health insurancea +$1,344.2 

replace out-of-pocket paymentsb +$344.9 

replace state payments for medicaid, CHIP and medicarec +$275.7 

Increased utilization: acute cared +$390.0 

Increased utilization: long-term caree +$79.5 

Total Change in Direct Spending +$2,434.3 

Changes in Revenues 

eliminate medicare premiumsf –$118.8 

eliminate ACA insurer taxes and employer penaltiesg –$22.3 

eliminate tax exclusion for employer-sponsored health benefitsh +$175.3 

eliminate other health care tax preferencesg +$13.5 

Total Change in Revenues +$47.8 

Net Change in Federal Spending +$2,386.5 

SOURCES: 
a Centers for Medicare and Medicaid Services, National Health Expenditure Data, NHE Projections, 2018-2027, 

Table 4, https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/National-
HealthExpendData/NationalHealthAccountsProjected.html (accessed November 10, 2019). 

b Total out-of-pocket spending (NHE Projections, Table 4) minus out-of-pocket spending on non-prescription 
medicines and non-durable medical supplies (NHE Projections, Table 12).  

c Authors’ calculations based on CBO, Medicaid Baseline, CHIP Baseline, and Medicare Baseline, May 2019, adjust-
ed to calendar year.   

d Charles Blahous, “The Costs of a National Single-Payer Healthcare System,” July 30, 2018, Table 3, https:// 
www.mercatus.org/publications/federal-fscal-policy/costs-national-single-payer-healthcare-system (accessed 
November 10, 2019). 

e John Holahan et al., “The Sanders Single-Payer Health Care Plan: The Efect on National Health Expenditures and 
Federal and Private Spending,” May 9, 2016, https://www.urban.org/research/publication/sanders-single-payer-
health-care-plan-efect-national-health-expenditures-and-federal-and-private-spending (accessed November 
10, 2019). 

f Congressional Budget Ofce, “Medicare—CBO’s May 2019 Baseline,” May 2019, https://www.cbo.gov/system/ 
fles/2019-05/51302-2019-05-medicare_0.pdf (accessed November 10, 2019); data have been adjusted to calen-
dar year. 

g Congressional Budget Ofce, “Federal Subsidies for Health Insurance Coverage for People Under Age 65: Tables 
from CBO’s May 2019 Projections,” https://www.cbo.gov/system/fles/2019-05/51298-2019-05-healthinsurance. 
pdf (accessed November 10, 2019); data have been adjusted to calendar year. 

h Authors’ calculations derived by applying, for each tax, the average marginal rate calculated from data on 
workers with ESI in the Census Bureau, Current Population Survey, and then subtracting CBO’s projection for the 
OASDI defcit. 
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We calculated that additional cost to the federal government using the most 
recent Congressional Budget Ofce (CBO) projections.14 

One study assumed that the federal government would be able to capture 
much of the states’ savings, while another study reported alternative fgures 
for spending by payer with, and without, that assumption applied.15 However, 
the pending bills do not include provisions to capture state savings, and any 
design for doing so would face signifcant practical and political obstacles. 16 

For instance, Senator Elizabeth Warren (D–MA) proposes a “main-
tenance-of-efort requirement” on state and local governments under 
which current spending by those governments on Medicaid and CHIP and 
employee health benefts would be redirected to funding for the new federal 
program. She states, “This is similar to the mechanism that the George W. 
Bush Administration used to redirect Medicaid spending to the federal 
government under the Medicare prescription drug program.”17 

It is true that when Congress created the Medicare Part D prescription 
drug program, it included a provision to “claw-back” state Medicaid savings, 
stipulating that federal funding for the rest of a state’s Medicaid program 
would be reduced by an equivalent amount if the state did not pay its savings 
into Medicare.18 

Yet, under a new federal health program that replaces Medicaid, Con-
gress would no longer have that leverage over states, since states would no 
longer need federal Medicaid funding. Furthermore, even if Congress chose 
to retain the existing Medicaid program just for institutional long-term care, 
as the Senate bill would, state savings from federalizing the rest of Medicaid 
would still exceed the loss to states of all federal funding for long-term care. 

Increased Utilization. Because the program would be universal and 
would provide comprehensive benefts with frst-dollar coverage, it would 
increase demand for health care goods and services. In the case of acute care 
services, the program would stimulate increased utilization in three ways: 

14. Congressional Budget Ofce, “Medicaid—CBO’s May 2019 Baseline,” https://www.cbo.gov/system/fles/2019-05/51301-2019-05-medicaid.pdf 
(accessed November 8, 2019); “Children’s Health Insurance Program—CBO’s May 2019 Baseline,” https://www.cbo.gov/system/fles/2019-05/51296-
2019-05-chip.pdf (accessed November 8, 2019); and “Medicare—CBO’s May 2019 Baseline,” https://www.cbo.gov/system/fles/2019-05/51302-2019-
05-medicare_0.pdf (accessed November 8, 2019). We adjusted the CBO’s fscal-year fgures to calendar-year fgures. 

15. Thorpe, “An Analysis of Senator Sanders [sic] Single Payer Plan,” p. 6, and Liu and Eibner, “National Health Spending Estimates Under 
Medicare for All.” 

16. In theory, Congress could try to capture state Medicaid savings either by directly taxing the states, or by eliminating an equivalent amount of other, 
non-health-related federal transfer payments to states, or by structuring the new program like Medicaid, as a federal-state partnership with federal 
funding conditioned on states paying part of the costs. 

17. Elizabeth Warren, “Paying for Medicare For All,” October 2019, https://medium.com/@teamwarren/ending-the-stranglehold-of-health-care-costs-on-
american-families-bf8286b13086 (accessed November 5, 2019). 

18. 42 U.S. Code § 1396u–5(a) and (c)(1)(C). 

mailto:https://medium.com/@teamwarren/ending-the-stranglehold-of-health-care-costs-on
https://www.cbo.gov/system/files/2019-05/51302-2019
https://www.cbo.gov/system/files/2019-05/51296
https://www.cbo.gov/system/files/2019-05/51301-2019-05-medicaid.pdf
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(1) by expanding coverage to U.S. residents who are not currently insured; 
(2) by providing comprehensive coverage of benefts that are currently 
covered to only a limited extent (such as dental and vision care); and (3) by 
eliminating all, or nearly all, patient cost sharing. In the case of long-term-
care services, the primary efect would be the replacement of “informal care” 
provided by relatives, with “formal care” provided by home health workers 
and nursing facilities. 

Appendix A Table 1 lists the estimated costs of increased utilization 
separately for acute-care services and for long-term care services. In each 
case, the estimates reported are the more conservative (that is, lower) of 
the projections in other studies.19 

Loss of Medicare Premium Revenues. Medicare enrollees pay pre-
miums to the federal government for coverage under Part B (physician 
services) and Part D (prescription drugs). The legislation would subsume 
Medicare into the new program, which would provide those benefts—but 
without charging premiums to enrollees. While the bills do not explicitly 
repeal the relevant provisions of the Medicare statute, we assume that 
Medicare premiums would no longer be collected and that the federal 
government would need to replace those lost revenues.20 

Loss of Afordable Care Act (ACA) Tax and Penalty Revenues. 
Federal spending on ACA subsidies would also be transferred to the new 
program, but federal revenues generated by some other ACA provisions 
would disappear. Specifcally, because both private health insurance pol-
icies and employer-sponsored health beneft plans would be eliminated, 
revenues collected from the ACA’s excise taxes on health insurance poli-
cies and on high-cost employer health plans, and from fnes imposed on 
large employers that do not provide their workers with minimum coverage, 
would all fall to zero.21 

Elimination of Tax Preferences for Private Health Insurance. 
The House and Senate bills do not explicitly repeal the current tax pref-
erences for private health care coverage. However, the bills functionally 
eliminate those tax preferences by prohibiting insurers and employers from 

19. The estimates in Appendix Table 1 for increased acute care spending are from Blahous, “The Costs of a National Single-Payer Healthcare System,” 
Table 3, which are smaller than those in Holahan et al., Table 5. The estimates in Appendix Table 1 for increased long-term-care spending are from 
Holahan et al., “The Sanders Single-Payer Health Care Plan: The Efect on National Health Expenditures and Federal and Private Spending,” Table 9 
(updated using data from 2018 NHE, Tables 10 and 13), which are smaller than those in Liu and Eibner, Table 2. 

20. Congressional Budget Ofce, “Medicare—CBO’s May 2019 Baseline.” We adjusted the CBO’s fscal year fgures to calendar-year fgures. 

21. Congressional Budget Ofce, “Federal Subsidies for Health Insurance Coverage for People Under Age 65: Tables from CBO’s May 2019 Projections,” 
May 2, 2019, https://www.cbo.gov/system/fles/2019-05/51298-2019-05-healthinsurance.pdf (accessed November 5, 2019). We adjusted the CBO’s 
fscal year fgures to calendar-year fgures. 

https://www.cbo.gov/system/files/2019-05/51298-2019-05-healthinsurance.pdf
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ofering coverage that duplicate benefts ofered under the new govern-
ment program.22 

The largest such tax preference, by far, is the tax exclusion for employ-
er-sponsored health benefts. Under that provision of the tax code, amounts 
spent by employers and employees on employer-sponsored health bene-
fts are excluded from the employee’s taxable income for purposes of both 
the federal income tax and the Social Security and Medicare payroll taxes. 
Replacing those private tax-free health benefts with coverage through 
a government health program would not only make that tax preference 
irrelevant but, as discussed in section II. Estimated Changes to the Tax 
Base, would also result in employers converting the value of those benefts 
into additional taxable wages paid to their workers. 

Appendix A Table 1 reports our estimate of the additional tax revenues 
that the federal government would receive from the conversion of currently 
tax-free health benefts into additional taxable income. We constructed our 
estimate as follows: 

1. We used data from the Census Bureau’s Current Population Survey 
to calculate the average marginal tax rates for the income tax, Social 
Security tax, and Medicare tax for workers with employer-sponsored 
health benefts. 

2. We applied the resulting average marginal tax rates to the aggregate 
amount of newly taxable income (see section II. Estimated Changes 
to the Tax Base) to derive the increases in federal revenues from the 
three taxes. 

3. We subtracted from our estimate of increased Social Security tax 
revenues, the CBO’s estimate for the unfunded (defcit) portion of 
Social Security benefts for the year, as Social Security revenues are 
frst applied to paying current benefts and annual beneft spending 
now exceeds annual revenues.23 

Similarly, the legislation would also functionally eliminate the income tax 
deduction for health insurance premiums paid by the self-employed and the 
non-refundable portion of the ACA income tax credits for individual-market 

22. H.R. 1384 § 107 and S. 1129 § 107. 

23. Authors’ calculations based on Congressional Budget Ofce, “CBO’s 2019 Long-Term Projections for Social Security: Additional Information,” Tables A-1 
and A-2, September 12, 2019, https://www.cbo.gov/publication/55590 (accessed November 5, 2019). 

https://www.cbo.gov/publication/55590
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coverage purchased through the exchanges. We include the CBO’s estimates 
for those provisions as additional revenues in Appendix A Table 1. 

II. Estimated Change to the Tax Base 

The largest efect of adopting the proposed program would be the 
replacement of almost all private spending on medical care with new fed-
eral spending. Because most current private health spending is through 
tax-free employer plans, that change would also signifcantly increase the 
tax base. Consequently, it is necessary to account for that efect before 
calculating the additional taxes needed to fund a government-run health 
care program. 

Standard economic analysis expects that under the envisioned scenario 
(replacing employer-sponsored health insurance with a public program 
providing at least the same level of coverage) employers would convert 
spending on health benefts into additional taxable wages.24 That is because 
what matters to employers is the total amount of compensation paid for a 
worker’s labor, not the form in which the compensation is paid. Also, the 
sponsor of the Senate bill has recently proposed that, as part of the tran-
sition to the new program, employers would be required by law to convert 
the value of employee health plans into additional cash wages or other 
benefts.25 However, because other fringe benefts either have statutory 
maximums, or are subject to payroll taxes, or both, there is little scope for 
employers and workers to shift current spending on health benefts into 
other forms of tax-free compensation. Consequently, we assume that the 
entire value of employer-sponsored health benefts becomes additional 
taxable compensation. 

Appendix A Table 2 reports the components of the revised tax base. 
First is the CBO’s estimate of total wages and salaries. Second is an 

24. Consensus academic analysis supports the view that employer-sponsored insurance ofers refect aggregate employee preferences to receive some 
portion of their compensation in this form and that the costs to the employer of providing this insurance are fully passed through to employees in 
the form of reduced wages. See, for example, Jonathan Gruber, “The Tax Exclusion for Employer-Sponsored Health Insurance,” National Tax Journal, 
Vol. 64, No. 2 (2011), pp. 511–530, http://www.ntanet.org/NTJ/64/2/ntj-v64n02p511-30-tax-exclusion-for-employer.pdf (accessed October 30, 2019), 
and Jonathan Gruber, “Taxes and Health Insurance,” Tax Policy and the Economy, Vol. 16 (2002), https://www.nber.org/chapters/c10862.pdf (accessed 
October 30, 2019). Three of the studies estimating the cost of Medicare for All explicitly reference this standard expectation that employer spending 
on private health insurance would be converted into additional income (or other benefts) to employees. See Blahous, “The Costs of a National Single-
Payer Healthcare System,” p. 19; Thorpe, “An Analysis of Senator Sanders [sic] Single Payer Plan,” p. 4; and Holahan et al., “The Sanders Single-Payer 
Health Care Plan,” p. 24. 

25. “Bernie will require that resulting healthcare savings from union-negotiated plans result in wage increases and additional benefts for workers during 
the transition to Medicare for All.” See “The Workplace Democracy Plan,” Bernie 2020, https://berniesanders.com/issues/the-workplace-democracy-
plan/ (accessed November 5, 2019). Such a requirement applied to unionized workers would create competitive pressures for other employers to raise 
wages in a similar manner. 

https://berniesanders.com/issues/the-workplace-democracy
https://www.nber.org/chapters/c10862.pdf
http://www.ntanet.org/NTJ/64/2/ntj-v64n02p511-30-tax-exclusion-for-employer.pdf
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APPENDIX A TABLE 2 

Effects on Tax Base of Eliminating Employer-Sponsored 
Insurance 
Figures are in billions of dollars in 2020. 

Effect on Tax Base 

Taxable wages and salaries under current lawa  $9,588.8 

Self-employment income subject to medicare taxb  $500.2 

Conversion of spending on employer-sponsored health benefits into $1,184.8 
taxable incomec

Tax Base After Policy Change  $11,273.8 

SOURCES: 
a Congressional Budget Ofce, “An Update to the Budget and Economic Outlook: 2019 to 2029,” August 21, 2019, 

Table B-1, https://www.cbo.gov/publication/55551 (accessed November 10, 2019). 
b Congressional Budget Ofce, “Budget and Economic Data,” https://www.cbo.gov/about/products/budget-eco-

nomic-data (accessed November 10, 2019); data on payroll tax revenues. 
c Centers for Medicare and Medicaid Services, National Health Expenditure Data, https://www.cms.gov/ 

Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/National-
HealthAccountsHistorical.html (accessed November 10, 2019); data used were 2017 NHE Historical Table 24 and 
2018 NHE Projections Table 4. 
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estimate of self-employment labor-income subject to the Medicare 
payroll tax.26 Third is the estimate of the additional cash income that 
would accrue to workers from converting pre-tax employer health beneft 
spending into taxable compensation.27 Summed, they show the revised 
tax base on labor income. The aggregate efects are that about 12 percent 
of total employee compensation would be shifted from non-taxed health 
benefts into taxable wages, increasing the total labor-income tax base 
by about 9.5 percent. 

26. The CBO does not publish specifc estimates of either the total Medicare tax base or of the amount of self-employment income subject to Medicare 
taxes. We estimated the total Medicare tax base by dividing the CBO’s forecast of Medicare tax revenues by the statutory tax rate of 2.9 percent. We 
then subtracted from the resulting estimate of the Medicare tax base the CBO’s baseline forecast of total wage and salary income. The result is an 
estimate of the amount of self-employment income subject to Medicare taxes, or in other words, the amount of self-employment labor-income. 

27. Authors’ projection derived by applying the 2017 ratio of total spending (employer and employee) on employer-sponsored health insurance 
to total spending on all private health insurance to future years, using data from: Centers for Medicare and Medicaid Services, “NHE Historical 
Tables, Calendar Years 1987–2017,” Tables 21 and 24, https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ 
NationalHealthExpendData/NationalHealthAccountsHistorical.html (accessed November 5, 2019). 

https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports
http:heritage.org
http:https://www.cms.gov
https://www.cbo.gov/about/products/budget-eco
https://www.cbo.gov/publication/55551
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III. Estimating the Additional Tax Burden 

Appendix A Table 1 shows that the net increase in federal spending under 
the program would be $2,387 billion in 2020, and Appendix A Table 2 shows 
that, after accounting for the conversion of employer-sponsored health 
benefts into additional taxable income, the 2020 labor-income tax base 
would be $11,274 billion. Consequently, the new federal taxes needed to 
fund the additional federal spending under the program would equal 21.2 
percent of taxable payroll in 2020. That result is consistent with the fndings 
of two other studies that provided tax-burden estimates.28 

The House and the Senate bills do not specify how the additional federal 
spending under the program would be funded. In order to estimate the tax 
efects of the proposal we applied the following assumptions: 

1. We assumed that the additional federal spending under the program 
would need to be funded through increased taxation. The current 
federal health programs that the legislation would fold into the new 
program are partially funded by federal borrowing, so we assume 
that level of defcit fnancing would continue under the new program. 
However, it does not seem plausible that additional borrowing could 
be used to fnance the program’s new spending, given the federal 
government’s large, and growing, long-term fscal imbalance.29 

2. We calculated the additional federal tax burden as a percentage of 
taxable payroll, expressed as a uniform (uncapped) increase in the 
payroll tax rate. Not only is percentage of payroll a standard measure 
for quantifying the tax burden of social insurance programs, but a uni-
form payroll tax increase would generate fewer and smaller behavioral 
response efects than other possible tax increases. 

28. Thorpe, “An Analysis of Senator Sanders [sic] Single Payer Plan,” pp. 1 and 5 estimated a tax burden of 20 percent of income. Unlike the legislation 
used as the basis for our analysis, the earlier version of the proposal modeled by Thorpe did not include coverage for long-term-care services. The 
CRFB, “Choices for Financing Medicare for All: A Preliminary Analysis,” estimated a 23 percent payroll tax if the tax was paid entirely by workers—the 
same parameter that we applied in our analysis. 

29. The CBO projects that, under current law, federal debt will continue to grow relative to GDP—that is, faster than the economy—for the indefnite 
future. “Federal debt held by the public is projected to reach $16.6 trillion at the end of 2019. Relative to the size of the economy, that amount—at 
78 percent of GDP—would be nearly twice its average over the past 50 years. By 2029, debt is estimated to reach $28.7 trillion, or 93 percent of 
GDP—a higher level than at any time since just after World War II. It would continue to grow after 2029, reaching about 150 percent of GDP by 2049.” 
Congressional Budget Ofce, The Budget and Economic Outlook: 2019 to 2029, January 2019, p. 2, https://www.cbo.gov/publication/54918 (accessed 
November 8, 2019). Moreover, public health care programs and Social Security are the main drivers of the unsustainable federal budget. See Paul 
Winfree, “Causes of the Federal Government’s Unsustainable Spending,” Heritage Foundation Backgrounder No. 3133, July 7, 2016, https://www. 
heritage.org/budget-and-spending/report/causes-the-federal-governments-unsustainable-spending. 

https://www
https://www.cbo.gov/publication/54918
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3. We assume that all of the increase in payroll taxes would be imposed 
on workers, and consequently, that the employer’s total employee 
compensation costs are the same after implementation as they were 
before implementation. Were all or part of the tax increase instead 
imposed on employers, it would produce additional adverse efects on 
cash compensation, employment, and business proftability—which, 
in turn, would necessitate even higher tax rates to collect suf-
cient revenues.30 

4. Under the program, the federal government would need to replace 
current state and local government spending on Medicaid and CHIP. 
However, for purposes of calculating the efects on household fnances 
we assume that states would pass their resulting savings on to their 
residents in the form of reduced state taxes. Thus, we account for that 
funding shift as a cost to the federal budget and as an ofsetting saving 
to household budgets.31 

Currently, most American workers pay federal payroll taxes of 15.3 per-
cent, of which 2.9 percent funds Medicare and 12.4 percent funds Social 
Security. Increasing payroll taxes by 21.2 percentage points to fund a gov-
ernment-run health program would mean that the payroll tax rate for most 
workers would be 36.5 percent.32 That result would be consistent with the 
payroll tax levels in a number of European nations, such as France, Germany, 
and Sweden, which operate comprehensive social insurance programs for 
both medical care and pensions. 

Results Under Income Tax Financing Scenarios. As noted, we 
assumed that the program would be funded by a uniform increase in the 
(uncapped) payroll tax rate imposed entirely on workers because it is the 
scenario that would generate the least behavioral responses. The alternative 
of funding part, or all, of the program’s additional costs through increased 
income taxes would involve many more complexities, uncertainties, and 

30. See the discussion of the efects of imposing payroll taxes on employers in Committee for a Responsible Federal Budget, “Choices for Financing 
Medicare for All: A Preliminary Analysis,” p. 3. 

31. It is unlikely that all states would cut their taxes in response, and it is even more unlikely that the states that did respond by cutting taxes would do 
so dollar for dollar to match the reductions in state spending exactly. Consequently, our assumption makes households appear somewhat better of 
than they would likely be under a Medicare for All program. If, however, we assume that states do not reduce taxes, we must make highly speculative 
assumptions regarding how they spend the revenues and regarding the efects of those decisions on household fnances. 

32. As noted, both S. 1804 and H.R. 676 would redirect all current federal spending on health coverage programs into paying for the new program. Thus, 
this analysis assumes that the current payroll tax of 2.9 percent on all wages that is now dedicated to funding Medicare Part A would remain in place 
to fund the new program, though presumably the tax would be renamed and the rate increased. 
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behavioral responses. However, for comparison purposes, we also ran static 
analyses of the efects on household fnances of partial and full funding 
through increased income tax rates. 

Partial Income Tax Funding Scenario. Senator Sanders has suggested 
that part of the funding for his proposal could come from an “income-based 
premium” that appears to function as an increase of four percentage points 
in all federal ordinary income tax rates, and states that those whose income 
is less than their standard deduction would not be afected.33 Multiplying 
this tax rate by the $9,813 billion of income that would be subject to non-
zero ordinary income tax rates at the federal level, we estimate that this 
tax would raise $393 billion in revenue in calendar year 2020.34 Under this 
scenario, the payroll tax would still need to be increased by 17.7 percentage 
points, making the total payroll tax 33.0 percent for most workers, to fund 
the remaining additional cost of the program. 

We found that the distributional efects under this scenario would difer 
only marginally from those under our baseline assumption of fnancing the 
added spending entirely through a payroll tax increase. Overall, 64.4 percent 
of households—containing 71.8 percent of the total population—would see 
their disposable income after taxes and health expenses decline, down slightly 
from 65.5 percent and 73.5 percent, respectively, in the base scenario. Among 
households with workers, 84.7 percent of those with employer-sponsored 
insurance and 71.0 percent of those without employer-sponsored insurance 
would have lower disposable incomes, nearly the same as the 87.2 percent 
and 72.0 percent fgures, respectively, in the base scenario. Only 2.7 percent 
of households without workers have high enough income from other sources 
that this partial fnancing through an income tax would cause their disposable 
income to decline under a government-run health program. 

Income-Tax-Only Funding Scenario. For further comparison, we also 
ran our analysis using the assumption that all of the additional costs were 
funded by uniformly increasing all current income tax rates. Under static 
calculations, which do not account for behavioral response or macroeco-
nomic efects, all ordinary income tax rates would need to be increased by 
24.3 percentage points in order to fund the program. This would mean, for 
example, that the current 10 percent income tax bracket would be increased 

33. Senator Bernie Sanders, “Options to Finance Medicare for All,” undated, https://www.sanders.senate.gov/download/options-to-fnance-medicare-for-
all (accessed October 10, 2019). 

34. After adjusting for the conversion of employer-sponsored insurance to taxable income, we project that total adjusted gross income (AGI) for calendar 
year 2020 will be $13,859 billion, of which taxable income (AGI minus deductions) will be $9,813 billion, and that the payroll tax base will be $11,274 
billion. Thus, the payroll tax base (wages and salaries) comprises 81 percent of the personal income tax base (AGI), but because of standard and 
itemized deductions, only 70 percent of the income tax base is actually taxed. 

https://www.sanders.senate.gov/download/options-to-finance-medicare-for
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to 34.3 percent, while the current 37.0 percent income tax bracket would be 
increased to 61.3 percent, higher than at any point since the early 1980s. For 
this scenario, our result (an increase in income tax rates of 24.3 percentage 
points) is consistent with the result of the Committee for a Responsible 
Federal Budget (CRFB) study (a 25 percent income surtax).35 

Even under this scenario, we found that a slight majority of house-
holds would see their disposable income decline. The 52.2 percent of all 
households with lower disposable income after taxes and health expenses 
would include 67.0 percent of households with workers with employ-
er-sponsored insurance, 44.6 percent of households with workers without 
employer-sponsored insurance, and 23.6 percent of households without 
workers. The households without workers who experience a decline in 
disposable income are generally retirees with substantial income beyond 
Social Security. 

In addition to triggering numerous behavioral and macroeconomic 
efects, this scenario would also likely result in Congress making other 
changes to the income tax code, some of which, such as increasing tax rates 
on capital gains or subjecting a larger share of Social Security benefts to 
taxation, might further reduce the disposable incomes of retirees. 

IV. Estimating the Efects on Household Finances 

Our analysis is limited to the direct efects on household fnances. We did 
not attempt to calculate welfare gains or losses to individuals resulting from 
the program altering the quantity of medical goods and services consumed. 

We used the latest available (2016) data from the Medical Expenditure 
Panel Survey (MEPS) to estimate the net efects of the program on house-
hold fnances. The MEPS Household Component (MEPS HC) of the survey 
includes basic demographic and health coverage information as well as 
specifc questions about each person’s medical conditions, expenditures, 
attitudes, and experiences. Much of the reported data are verifed and sup-
plemented with information from health care providers to ensure quality. 
The data are weighted to ensure that they are representative of the U.S. 
civilian non-institutionalized population. 

We assume that household members generally share resources, so aggre-
gate changes in income and expenditures at the household level best refect 
the change in well-being of individual members of the household. 

35. Committee for a Responsible Federal Budget, “Choices for Financing Medicare for All: A Preliminary Analysis,” pp. 3 and 4. 
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We used the latest available data, collected from 12,704 households for 
the year 2016, to estimate the fnancial efects of a government-run health 
care program. We did so as follows: 

1. Convert existing employer-sponsored insurance into taxable wages 
and salaries; 

2. Impose existing federal tax law plus an additional 21.2 percent payroll 
tax, bringing the total federal payroll tax to 36.5 percent for most wage 
and salary income; 

3. Assume that all state and local taxes are reduced by 17.5 percent, to 
account for lower state revenue requirements due to the elimination 
of state payments for Medicaid, CHIP, and Medicare; and 

4. Eliminate private health care expenditures, including premiums and 
out-of-pocket expenses. 

With respect to the conversion of employer-sponsored insurance: 

l Employee contributions may currently be deducted from gross 
income prior to the computation of both payroll and income taxes. 
Thus, we assume that all employee contributions are currently not 
taxed, and under the program become part of the worker’s taxable 
income for purposes of both types of taxes. 

l Employer contributions are estimated based on data from the MEPS 
Insurance Component (MEPS IC), which surveys employers on the 
characteristics of their insurance plans. An employer’s contribution 
toward health insurance premiums will currently vary across eligible 
employees within any given frm based on whether the employee elects 
self-only or family coverage or declines coverage altogether. Converting 
those contributions into additional taxable wages or salaries for each 
employee on an individual basis would create both practical and legal 
issues for employers as it could produce signifcantly diferent new 
base pay rates for employees that previously received identical base pay. 
Consequently, we assume that under the reform each employer would 
convert the aggregate amount of its health plan contribution into base 
pay increases for all employees that were eligible to participate in the 
plan at the time of its dissolution. We further assume that the amount 
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of increased pay would be equal to the average amount per eligible 
employee that the employer had been contributing. That additional 
wage and salary income is then taxed at the employee’s ordinary rates. 

l We assume that the employer’s total employee compensation costs are 
the same after implementation as they were before implementation.36 

With respect to federal, state, and local taxes: 

l We assume that the additional federal payroll tax is paid by the 
employee, which is consistent with its primary economic incidence. 

l For federal taxes other than income and payroll taxes, we applied aver-
age tax rates as a share of income, by income level and family structure 
of the tax-fling unit, for the year 2017 from the Tax Policy Center’s 
microsimulation tax model.37 

l For state and local taxes, we applied average tax rates as a share of income, 
by income level of the tax-fling unit, for the year 2018 from the Institute 
on Taxation and Economic Policy’s microsimulation tax model.38 

l We took the fgure for total state Medicaid and CHIP spending of $262 
billion in 2019 and divided it by total state and local tax revenues of 
$1,497 billion for the most recent 12 months to derive a ratio of 17.5 
percent.39 We then assumed that household state and local taxes would 
be reduced by that percentage. Because it is highly unlikely that all 
states would cut taxes to ofset their reduced Medicaid spending, and 
also highly unlikely that states would cut taxes dollar for dollar to 
exactly match spending reductions, these estimates are biased toward 
showing households being better of than they actually are likely to be 
under a government-run health care program. 

36. Total compensation includes any employer-paid share of payroll taxes and the value of any fringe benefts that are not included in employee 
taxable income. 

37. Tax Policy Center, “Efective Federal Tax Rates–All Tax Units, by Expanded Cash Income Income [sic] Percentile, 2017,” preliminary results, T18-0081, 
August 23, 2018, https://www.taxpolicycenter.org/fle/178967/download?token=hbWelEY8 (accessed November 5, 2019). 

38. Institute on Taxation and Economic Policy, Who Pays? A Distributional Analysis of the Tax Systems in All 50 States, 6th ed., October 2018, https://itep. 
org/whopays/ (accessed July 11, 2019). 

39. U.S. Census Bureau, “2019 Quarterly Summary of State & Local Tax Revenue Tables,” Table 1. “National Totals of State and Local Tax Revenue, by Type 
of Tax, 2019,” 2019, https://www.census.gov/data/tables/2019/econ/qtax/historical.html (accessed July 24, 2019). 

https://www.census.gov/data/tables/2019/econ/qtax/historical.html
https://itep
https://www.taxpolicycenter.org/file/178967/download?token=hbWelEY8
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With respect to creating the composite household for each illustrative 
example, we: 

l Selected all MEPS households that ft the criteria for house-
hold structure. 

l Identifed a target income value, generally the median reported total 
income for the household type. 

l Retained all households with reported total income within 10 percent 
of the target value, in order to obtain a sufciently large sample so 
that later calculations would be less sensitive to households that were 
outliers in terms of the composition of income or the level or composi-
tion of medical expenses. 

l Averaged the reported values across these households to create values 
for the composite household for each category of income or medical 
expense. Each composite illustrative household therefore has the 
average characteristics of all households with the stated household 
structure and total reported income within 10 percent of the stated 
target value. 



 November 19, 2019 | 27 SPECIAL REPORT | No. 219 
heritage.org 

 
 

 
 
 
 

 
 
 
 

 
 
 
 

  

 
 

 

 
 

 

 

Appendix B: Uncertainties 

There are two types of assumptions that we did not incorporate into our 
baseline analysis: (1) behavioral efects related to economic decision making, 
and (2) aspects of the proposed legislation that are not specifc enough to 
estimate with confdence. 

Work Disincentives and Economic Growth. The creation of a govern-
ment-run health program that replaces privately funded employer-sponsored 
health benefts would likely induce some workers to reduce their hours 
worked or to cease working. The workers most likely to do so are the ones 
for whom maintaining their current private coverage is a primary factor 
motivating them to continue working today. We expect that this work-dis-
incentive efect would be greatest for workers above the age at which they can 
qualify for retirement benefts and for secondary workers in households with 
more than one worker. We did not attempt to estimate the magnitude of this 
efect. To the extent that it occurs, it would reduce the tax base for funding 
the program and require higher taxes on remaining workers. 

We also did not attempt to estimate overall macroeconomic efects of 
this potential reduction in work hours or other aspects of the proposal that 
could slow economic growth and reduce the tax base relative to the baseline. 
Therefore, our estimated tax rates are likely to be somewhat lower than 
those that would be required to fund the program. 

Provider Payments. The House and Senate bills ofer only broad 
guidelines for how federal ofcials are to set payments. Consequently, our 
analysis did not include any assumptions about changes to provider pay-
ment rates under the program. We instead assume that the program will 
reimburse providers at rates equivalent to the payer-weighted average rates 
that they currently receive. 

The House bill would pay institutional providers on the basis of nego-
tiated global budgets, encourage salaried employment of physicians, and 
create a new fee schedule for providers that continue to be reimbursed on 
a fee-for-service basis.40 Given that the House bill does not further specify 
how those new budgets and rates would be set, it is impossible to project 
eventual payments under the House bill and compare them with current 
reimbursement levels. 

Under the Senate bill, providers would be paid according to “fee sched-
ules” that are “consistent with” Medicare’s current processes for setting 

40. H.R. 676 § 202. 
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payment rates.41 Medicare physician payment rates are currently estimated 
to be about 75 percent of those for private preferred provider organization 
(PPO) plans, while Medicare hospital payment rates are about 60 percent 
of those for private insurance.42 Hospital payment rates for Medicaid are 
about the same as those for Medicare, while physician Medicaid rates are 
generally lower than Medicare. Given that there are currently about 58 
million Medicare benefciaries, 74 million Medicaid and CHIP enrollees, 
and about 175 million Americans covered by private insurance, uniform 
reimbursement at Medicare rates would result in signifcant net income 
reductions for hospitals and doctors. 

While the cost of the program could be reduced by paying providers less, 
analysts difer in their assessments of how far payments could be reduced 
before patient access to care becomes restricted due to an insufcient 
supply of providers to meet demand.43 However, we fnd that even signif-
cant provider payment reductions would have only a modest efect on the 
required new federal spending and taxes.44 

Administrative Costs. Analysts difer over whether administrative 
costs would be lower under a government-run health program. Given that 
the changes will have only marginal efects on the overall cost of the pro-
gram, we did not attempt to estimate them. 

One recent study compared the health spending of Medicare enroll-
ees covered by traditional Medicare (public plan) with those in Medicare 
Advantage (private plans) and found that, after adjusting for possible 
diferences between the two groups, total spending for the Medicare Advan-
tage group was 9 percent to 25 percent lower than that for the traditional 

41. S. 1804 § 611. See also Charles Blahous, “The Costs of Medicare for All Are Rising Already,” E21 Blog, The Manhattan Institute, August 26, 2019, https:// 
economics21.org/medicare-for-all-costs-rising-already (accessed November 5, 2019). 

42. Medicare Payment Advisory Commission, “Report to the Congress: Medicare Payment Policy,” March 2018, p. 115, http://www.medpac.gov/ 
docs/default-source/reports/mar18_medpac_entirereport_sec.pdf?sfvrsn=0 (accessed November 5, 2019), and American Hospital Association, 

“TrendWatch Chartbook 2018,” Table 4.4, “Aggregate Hospital Payment-to-Cost Ratios for Private Payers, Medicare, and Medicaid, 1995–2016,” https:// 
www.aha.org/system/fles/2018-05/2018-chartbook-table-4-4.pdf (accessed November 5, 2019). 

43. Holahan et al., “The Sanders Single-Payer Health Care Plan,” assume hospital payment rates at 100 percent of cost “because Medicare hospital 
payment rates are estimated to be 89 percent of costs, on average.” Thorpe, “An Analysis of Senator Sanders [sic] Single Payer Plan,” specifes: “Since 
private insurance pays providers above treatment costs and Medicare and Medicaid pay below, we assume that a blended payment rate would be at 
105% of costs.” Liu and Eibner, “National Health Spending Estimates Under Medicare for All” scored the House bill, which would pay hospitals based 
on global budgets, and they assumed payments at a level equal to an “all-payer average” of current rates, which equates to “124 percent of current 
Medicare rates for hospital payments and 107 percent of current Medicare rates for physician payment.” 

44. Blahous, “The Costs of a National Single-Payer Healthcare System,” pp. 10–13 and Table 3, estimates that paying providers at Medicare rates, as 
implied by the Senate bill, could theoretically reduce the cost of the program by $337 billion in 2020, but noted that “it is not precisely predictable 
how hospitals, physicians, and other healthcare providers would respond to a dramatic reduction in their reimbursements under M4A, well below 
their costs of care for all categories of patients combined.” Yet, even that big a reduction in provider payments would only lower the projected 
amount of new federal spending by 14 percent (from $2,387 billion to $2,050 billion) and the associated payroll tax rate by three percentage points 
(from 21.2 percent to 18.2 percent). 

www.aha.org/system/files/2018-05/2018-chartbook-table-4-4.pdf
http:http://www.medpac.gov
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Medicare group. The study found that the diference “primarily refects 
lower utilization of services rather than lower payments for the same ser-
vices.”45 That suggests that eliminating the administrative costs associated 
with private plans managing utilization and encouraging the substitution 
of less expensive care could actually result in a net increase in total costs 
under the envisioned government-run health program. 

In contrast, three studies that estimated the cost of Medicare for All 
concluded that administrative costs could be as low as 6 percent of total 
program costs.46 One of those studies quantifed that, under the assumption 
that the new program operated with administrative costs at the 6 percent 
level, the projection of $4,091 billion in total national health spending in 
2020 would be reduced by $74 billion.47 Similarly, a 2013 analysis of the 
Vermont single-payer proposal projected that administrative costs would 
account for 7 percent of total costs for that program.48 Also, a 2018 analysis 
of a proposed single-payer program for New York projected that adminis-
trative costs would be 6 percent of total cost, in part based on that study’s 
fnding that administrative costs currently account for 7 percent of New 
York Medicaid program expenditures.49 

Reduced Pharmaceutical Spending. Both the House and Senate bills 
would have the government negotiate the prices it pays for prescription 
drugs, “promote the use of generic medications,” and establish a drug formu-
lary. Given that generics now account for about 90 percent of prescriptions, 
but just 23 percent of total drug spending, any savings would have to come 
predominantly from reduced spending on newer medicines that still have 
market exclusivity.50 Even so, total spending on pharmaceuticals accounts 
for only about 10 percent of total personal health spending, meaning that 
there is limited scope for savings in this area. One study estimated $54 

45. Vilsa Curto et al., “Healthcare Spending and Utilization in Public and Private Medicare,” American Economic Journal: Applied Economics, Vol. 11, No. 
2 (2019), pp. 1–31, https://scholar.harvard.edu/vcurto/publications/health-care-spending-and-utilization-public-and-private-medicare (accessed 
November 5, 2019). 

46. Blahous, “The Costs of a National Single-Payer Healthcare System,” pp. 14–16; Holahan et al., “The Sanders Single-Payer Health Care Plan,” p. 9; and 
Liu and Eibner, “National Health Spending Estimates Under Medicare for All.” Blahous notes that “this is an aggressive estimate of administrative 
savings.” Holahan et al. state: “We do not believe that administrative costs can fall far below this level; far too many administrative functions must 
be conducted.” 

47. Blahous, “The Costs of a National Single-Payer Healthcare System,” Table 3. 

48. Katharine London et al., “State of Vermont Health Care Financing Plan Beginning Calendar Year 2017 Analysis,” Commonwealth Medicine Publications, 
January 24, 2013, Table 42, p. 64, https://escholarship.umassmed.edu/commed_pubs/76/ (accessed November 5, 2019). 

49. Jodi L. Liu et al., “An Assessment of the New York Health Act: A Single-Payer Option for New York State,” RAND Corporation, 2018, https://www.rand. 
org/pubs/research_reports/RR2424.html (accessed November 5, 2019). 

50. Association for Accessible Medicines, “Generic Drug Access & Savings in the U.S,” 2018, https://accessiblemeds.org/sites/default/fles/2018_aam_ 
generic_drug_access_and_savings_report.pdf (accessed November 5, 2019). 

https://accessiblemeds.org/sites/default/files/2018_aam
https://www.rand
https://escholarship.umassmed.edu/commed_pubs/76
https://scholar.harvard.edu/vcurto/publications/health-care-spending-and-utilization-public-and-private-medicare
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billion in savings in 2020 from system-wide reductions in prescription drug 
payments, but the author of the study noted that his estimate is based on an 

“aggressive assumption” that almost all current brand-name prescriptions 
would be flled with generics at an average price reduction of 80 percent.51 

Thus, such estimates are highly uncertain and it is hard to envision how 
payment reductions at, or even near, that level could be achieved without 
efectively eliminating incentives for the development of new drugs in 
the process. 

Increased Social Security Payments. The conversion of tax-free 
employer coverage into taxable wages would increase the “average indexed 
monthly earnings” (used to calculate a worker’s Social Security benefts) of 
most of the workers receiving wage increases. That would make many of 
those workers eligible for higher-beneft payments when they retire, which 
would have a secondary efect on the federal budget of increasing Social 
Security’s future obligations. 

51. Blahous, “The Costs of a National Single-Payer Healthcare System,” pp. 13 and 14 and Table 3. 
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APPENDIX C TABLE 1 

Financial Effects of a Government-Run Health Care Program: Median-Income 
Married Couple with Two Children, All Covered by Employer-Sponsored Insurance 
(Page 1 of 2) 

Income Current Law Proposed Reform Change 
Wage and salary income $95,653 $105,044 $9,391 

+ other taxable income $1,694 $1,694 $0 

+ other nontaxable income $417 $417 $0 

= Cash income $97,764 $107,155 $9,391 

+ employer portion of federal payroll taxes $7,006 $7,006 $0 

+ employer contribution toward health insurance premium $9,391 $0 –$9,391 

= Comprehensive income $114,162 $114,162 $0 

Federal Payroll Taxes Current Law Proposed Reform Change 
Wage and salary income $95,653 $105,044 $9,391 

– employee contribution toward health insurance premium $4,068 $0 –$4,068 

= Income subject to federal payroll tax $91,585 $105,044 $13,459 

Federal payroll tax rate 15.3% 36.5% 21.2% 

Federal payroll taxes paid $14,013 $38,341 $24,329 

As a share of comprehensive income 12.3% 33.6% 21.3% 

Federal Income Taxes Current Law Proposed Reform Change 
Income subject to federal payroll tax $91,585 $105,044 $13,459 

+ other taxable income $1,694 $1,694 $0 

= Income subject to federal income tax $93,279 $106,738 $13,459 

Federal income taxes before credits $7,205 $9,035 $1,830 

– earned income credit $0 $0 $0 

– Child tax credit $4,000 $4,000 $0 

= Federal income taxes paid $3,205 $5,035 $1,830 

As a share of comprehensive income 2.8% 4.4% 1.6% 

Total federal payroll and income taxes $17,218 $43,376 $26,158 

As a share of comprehensive income 15.1% 38.0% 22.9% 

Other Federal, State, and Local Taxes Current Law Proposed Reform Change 
Federal excise, estate, and other taxes $2,283 $2,283 $0 

+ State and local sales and excise taxes $3,082 $2,543 –$539 

+ State and local income taxes $3,653 $3,014 –$639 

+ State and local property taxes $3,311 $2,731 –$579 

= other federal, state, and local taxes paid $12,329 $10,571 –$1,758 

As a share of comprehensive income 10.8% 9.3% –1.5% 

Total taxes $29,547 $53,947 $24,400 

As a share of comprehensive income 25.9% 47.3% 21.4% 
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APPENDIX C TABLE 1 

Financial Effects of a Government-Run Health Care Program: Median-Income 
Married Couple with Two Children, All Covered by Employer-Sponsored Insurance 
(Page 2 of 2) 

Private Health Care Expenses Current Law Proposed Reform Change 
employer contribution toward health insurance premium $9,391 $0 –$9,391 

+ employee contribution toward health insurance premium $4,068 $0 –$4,068 

+ out–of–pocket health care expenses $1,740 $0 –$1,740 

= Total private health care expenses $15,199 $0 –$15,199 

As a share of comprehensive income 13.3% 0.0% –13.3% 

Total Taxes Current Law Proposed Reform Change 
Total taxes and private health care expenses $44,746 $53,947 $9,201 

As a share of comprehensive income 39.2% 47.3% 8.1% 

Disposable Income Current Law Proposed Reform Change 
Disposable income after taxes and private health care $69,415 $60,214 –$9,201expenses 

Percent change –13.3% 

SOURCES: Heritage Foundation model based on data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, 
Medical Expenditure Panel Survey, https://www.meps.ahrq.gov (accessed October 17, 2018), and federal and state tax data. See appendix for more 
information about the methodology. 
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APPENDIX C TABLE 2 

Financial Effects of a Government-Run Health Care Program: Married Couple with 
Two Children, All Covered by Employer-Sponsored Insurance, with Income Near 
$50,000 (Page 1 of 2) 

Income Current Law Proposed Reform Change 
Wage and salary income $49,604 $58,034 $8,430 

+ other taxable income $301 $301 $0 

+ other nontaxable income $51 $51 $0 

= Cash income $49,956 $58,386 $8,430 

+ employer portion of federal payroll taxes $3,492 $3,492 $0 

+ employer contribution toward health insurance premium $8,430 $0 -$8,430 

= Comprehensive income $61,878 $61,878 $0 

Federal Payroll Taxes Current Law Proposed Reform Change 
Wage and salary income $49,604 $58,034 $8,430 

– employee contribution toward health insurance premium $3,957 $0 -$3,957 

= Income subject to federal payroll tax $45,647 $58,034 $12,386 

Federal payroll tax rate 15.3% 36.5% 21.2% 

Federal payroll taxes paid $6,984 $21,182 $14,198 

As a share of comprehensive income 11.3% 34.2% 22.9% 

Federal Income Taxes Current Law Proposed Reform Change 
Income subject to federal payroll tax $45,647 $58,034 $12,386 

+ other taxable income $301 $301 $0 

= Income subject to federal income tax $45,948 $58,335 $12,386 

Federal income taxes before credits $2,077 $3,490 $1,414 

– earned income credit $1,172 $0 -$1,172 

– Child tax credit $4,000 $4,000 $0 

= Federal income taxes paid -$3,095 -$510 $2,586 

As a share of comprehensive income -5.0% -0.8% 4.2% 

Total federal payroll and income taxes $3,889 $20,673 $16,784 

As a share of comprehensive income 6.3% 33.4% 27.1% 

Other Federal, State, and Local Taxes Current Law Proposed Reform Change 
Federal excise, estate, and other taxes $1,114 $1,114 $0 

+ State and local sales and excise taxes $2,351 $1,940 -$411 

+ State and local income taxes $1,671 $1,378 -$292 

+ State and local property taxes $1,856 $1,531 -$325 

= other federal, state, and local taxes paid $6,992 $5,963 -$1,029 

As a share of comprehensive income 11.3% 9.6% -1.7% 

Total taxes $10,881 $26,636 $15,755 

As a share of comprehensive income 17.6% 43.0% 25.5% 
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APPENDIX C TABLE 2 

Financial Effects of a Government-Run Health Care Program: Married Couple with 
Two Children, All Covered by Employer-Sponsored Insurance, with Income Near 
$50,000 (Page 2 of 2) 

Private Health Care Expenses Current Law Proposed Reform Change 
employer contribution toward health insurance premium $8,430 $0 -$8,430 

+ employee contribution toward health insurance premium $3,957 $0 -$3,957 

+ out–of–pocket health care expenses $1,750 $0 -$1,750 

= Total private health care expenses $14,137 $0 -$14,137 

As a share of comprehensive income 22.8% 0.0% -22.8% 

Total Taxes Current Law Proposed Reform Change 
Total taxes and private health care expenses $25,018 $26,636 $1,619 

As a share of comprehensive income 40.4% 43.0% 2.6% 

Disposable Income Current Law Proposed Reform Change 
Disposable income after taxes and private health care $36,860 $35,241 -$1,619expenses 

Percent change -4.4% 

SOURCES: Heritage Foundation model based on data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, 
Medical Expenditure Panel Survey, https://www.meps.ahrq.gov (accessed October 17, 2018), and federal and state tax data. See appendix for more 
information about the methodology. 
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APPENDIX C TABLE 3 

Financial Effects of a Government-Run Health Care Program: Median-Income 
Unmarried Mother Covered by Employer-Sponsored Insurance, with Two Children 
Covered by CHIP (Page 1 of 2) 

Income Current Law Proposed Reform Change 
Wage and salary income $29,059 $34,548 $5,489 

+ other taxable income $648 $648 $0 

+ other nontaxable income $1,486 $1,486 $0 

= Cash income $31,194 $36,683 $5,489 

+ employer portion of federal payroll taxes $2,134 $2,134 $0 

+ employer contribution toward health insurance premium $5,489 $0 -$5,489 

= Comprehensive income $38,817 $38,817 $0 

Federal Payroll Taxes Current Law Proposed Reform Change 
Wage and salary income $29,059 $34,548 $5,489 

– employee contribution toward health insurance premium $1,161 $0 -$1,161 

= Income subject to federal payroll tax $27,899 $34,548 $6,650 

Federal payroll tax rate 15.3% 36.5% 21.2% 

Federal payroll taxes paid $4,269 $12,610 $8,342 

As a share of comprehensive income 11.0% 32.5% 21.5% 

Federal Income Taxes Current Law Proposed Reform Change 
Income subject to federal payroll tax $27,899 $34,548 $6,650 

+ other taxable income $648 $648 $0 

= Income subject to federal income tax $28,547 $35,197 $6,650 

Federal income taxes before credits $306 $469 $163 

– earned income credit $3,628 $2,238 -$1,390 

– Child tax credit $3,106 $3,269 $163 

= Federal income taxes paid -$6,428 -$5,038 $1,390 

As a share of comprehensive income -16.6% -13.0% 3.6% 

Total federal payroll and income taxes -$2,159 $7,572 $9,732 

As a share of comprehensive income -5.6% 19.5% 25.1% 

Other Federal, State, and Local Taxes Current Law Proposed Reform Change 
Federal excise, estate, and other taxes $582 $582 $0 

+ State and local sales and excise taxes $1,863 $1,537 -$326 

+ State and local income taxes $815 $673 -$143 

+ State and local property taxes $1,165 $961 -$204 

= other federal, state, and local taxes paid $4,425 $3,753 -$673 

As a share of comprehensive income 11.4% 9.7% -1.7% 

Total taxes $2,266 $11,325 $9,059 

As a share of comprehensive income 5.8% 29.2% 23.3% 
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APPENDIX C TABLE 3 

Financial Effects of a Government-Run Health Care Program: Median-Income 
Unmarried Mother Covered by Employer-Sponsored Insurance, with Two 
Children Covered by CHIP (Page 2 of 2) 

Private Health Care Expenses Current Law Proposed Reform Change 
employer contribution toward health insurance premium $5,489 $0 -$5,489 

+ employee contribution toward health insurance premium $1,161 $0 -$1,161 

+ out–of–pocket health care expenses $862 $0 -$862 

= Total private health care expenses $7,512 $0 -$7,512 

As a share of comprehensive income 19.4% 0.0% -19.4% 

Total Taxes Current Law Proposed Reform Change 
Total taxes and private health care expenses $9,778 $11,325 $1,547 

As a share of comprehensive income 25.2% 29.2% 4.0% 

Disposable Income Current Law Proposed Reform Change 
Disposable income after taxes and private health care $29,039 $27,492 -$1,547expenses 

Percent change -5.3% 

SOURCES: Heritage Foundation model based on data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, 
Medical Expenditure Panel Survey, https://www.meps.ahrq.gov (accessed October 17, 2018), and federal and state tax data. See appendix for more 
information about the methodology. 
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APPENDIX C TABLE 4 

Financial Effects of a Government-Run Health Care Program: Minimum-Wage 
Unmarried Mother with Two Children, All Covered by Medicaid (Page 1 of 2) 

Income Current Law Proposed Reform Change 
Wage and salary income $13,155 $13,155 $0 

+ other taxable income $956 $956 $0 

+ other nontaxable income $1,080 $1,080 $0 

= Cash income $15,191 $15,191 $0 

+ employer portion of federal payroll taxes $1,006 $1,006 $0 

+ employer contribution toward health insurance premium $0 $0 $0 

= Comprehensive income $16,197 $16,197 $0 

Federal Payroll Taxes Current Law Proposed Reform Change 
Wage and salary income $13,155 $13,155 $0 

– employee contribution toward health insurance premium $0 $0 $0 

= Income subject to federal payroll tax $13,155 $13,155 $0 

Federal payroll tax rate 15.3% 36.5% 21.2% 

Federal payroll taxes paid $2,013 $4,802 $2,789 

As a share of comprehensive income 12.4% 29.6% 17.2% 

Federal Income Taxes Current Law Proposed Reform Change 
Income subject to federal payroll tax $13,155 $13,155 $0 

+ other taxable income $956 $956 $0 

= Income subject to federal income tax $14,111 $14,111 $0 

Federal income taxes before credits $62 $62 $0 

– earned income credit $5,270 $5,270 $0 

– Child tax credit $1,598 $1,598 $0 

= Federal income taxes paid -$6,806 -$6,806 $0 

As a share of comprehensive income -42.0% -42.0% 0.0% 

Total federal payroll and income taxes -$4,794 -$2,005 $2,789 

As a share of comprehensive income -29.6% -12.4% 17.2% 

Other Federal, State, and Local Taxes Current Law Proposed Reform Change 
Federal excise, estate, and other taxes $243 $243 $0 

+ State and local sales and excise taxes $1,150 $949 -$201 

+ State and local income taxes $16 $13 -$3 

+ State and local property taxes $680 $561 -$119 

= other federal, state, and local taxes paid $2,089 $1,766 -$323 

As a share of comprehensive income 12.9% 10.9% -2.0% 

Total taxes -$2,704 -$239 $2,466 

As a share of comprehensive income -16.7% -1.5% 15.2% 
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APPENDIX C TABLE 4 

Financial Effects of a Government-Run Health Care Program: Minimum-Wage 
Unmarried Mother with Two Children, All Covered by Medicaid (Page 2 of 2) 

Private Health Care Expenses Current Law Proposed Reform Change 
employer contribution toward health insurance premium $0 $0 $0 

+ employee contribution toward health insurance premium $0 $0 $0 

+ out–of–pocket health care expenses $223 $0 -$223 

= Total private health care expenses $223 $0 -$223 

As a share of comprehensive income 1.4% 0.0% -1.4% 

Total Taxes Current Law Proposed Reform Change 
Total taxes and private health care expenses -$2,481 -$239 $2,242 

As a share of comprehensive income -15.3% -1.5% 13.8% 

Disposable Income Current Law Proposed Reform Change 
Disposable income after taxes and private health care $18,678 $16,436 -$2,242expenses 

Percent change -12.0% 

SOURCES: Heritage Foundation model based on data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, 
Medical Expenditure Panel Survey, https://www.meps.ahrq.gov (accessed October 17, 2018), and federal and state tax data. See appendix for more 
information about the methodology. 
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APPENDIX C TABLE 5 

Financial Effects of a Government-Run Health Care Program on a Median-Income 
Unmarried Man Without Dependents, Covered by Employer-Sponsored Insurance 
(Page 1 of 2) 

Income Current Law Proposed Reform Change 
Wage and salary income $40,121 $45,458 $5,337 

+ other taxable income $263 $263 $0 

+ other nontaxable income $290 $290 $0 

= Cash income $40,674 $46,011 $5,337 

+ employer portion of federal payroll taxes $2,972 $2,972 $0 

+ employer contribution toward health insurance premium $5,337 $0 -$5,337 

= Comprehensive income $48,983 $48,983 $0 

Federal Payroll Taxes Current Law Proposed Reform Change 
Wage and salary income $40,121 $45,458 $5,337 

– employee contribution toward health insurance premium $1,278 $0 -$1,278 

= Income subject to federal payroll tax $38,843 $45,458 $6,615 

Federal payroll tax rate 15.3% 36.5% 21.2% 

Federal payroll taxes paid $5,943 $16,592 $10,649 

As a share of comprehensive income 12.1% 33.9% 21.7% 

Federal Income Taxes Current Law Proposed Reform Change 
Income subject to federal payroll tax $38,843 $45,458 $6,615 

+ other taxable income $263 $263 $0 

= Income subject to federal income tax $39,106 $45,721 $6,615 

Federal income taxes before credits $2,924 $3,690 $767 

– earned income credit $0 $0 $0 

– Child tax credit $0 $0 $0 

= Federal income taxes paid $2,924 $3,690 $767 

As a share of comprehensive income 6.0% 7.5% 1.6% 

Total federal payroll and income taxes $8,867 $20,283 $11,416 

As a share of comprehensive income 18.1% 41.4% 23.3% 

Other Federal, State, and Local Taxes Current Law Proposed Reform Change 
Federal excise, estate, and other taxes $980 $980 $0 

+ State and local sales and excise taxes $2,351 $1,940 -$411 

+ State and local income taxes $1,029 $849 -$180 

+ State and local property taxes $1,469 $1,212 -$257 

= other federal, state, and local taxes paid $5,829 $4,980 -$849 

As a share of comprehensive income 11.9% 10.2% -1.7% 

Total taxes $14,696 $25,263 $10,567 

As a share of comprehensive income 30.0% 51.6% 21.6% 
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APPENDIX C TABLE 5 

Financial Effects of a Government-Run Health Care Program on a Median-Income 
Unmarried Man Without Dependents, Covered by Employer-Sponsored Insurance 
(Page 2 of 2) 

Private Health Care Expenses Current Law Proposed Reform Change 
employer contribution toward health insurance premium $5,337 $0 -$5,337 

+ employee contribution toward health insurance premium $1,278 $0 -$1,278 

+ out–of–pocket health care expenses $410 $0 -$410 

= Total private health care expenses $7,025 $0 -$7,025 

As a share of comprehensive income 14.3% 0.0% -14.3% 

Total Taxes Current Law Proposed Reform Change 
Total taxes and private health care expenses $21,721 $25,263 $3,542 

As a share of comprehensive income 44.3% 51.6% 7.2% 

Disposable Income Current Law Proposed Reform Change 
Disposable income after taxes and private health care $27,262 $23,720 -$3,542expenses 

Percent change -13.0% 

SOURCES: Heritage Foundation model based on data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, 
Medical Expenditure Panel Survey, https://www.meps.ahrq.gov (accessed October 17, 2018), and federal and state tax data. See appendix for more 
information about the methodology. 
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APPENDIX C FIGURE 1 

Outlining U. . Health 
Care Coverage 
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NOTES: Figures are for 2016. ESI stands for emp oyee-sponsored insurance. “Medicare” househo ds have at  east one person who is covered by Medicare. 
“Medicaid or CHIP” househo ds have at  east one person who is covered by Medicaid or CHIP, but not Medicare. “Private Coverage or Uninsured” 
househo ds have no one covered by Medicare, Medicare, or CHIP. 
SOURCES: Heritage Foundation ca cu ations based on data from U.S. Department of Hea th and Human Services, Agency for Hea thcare Research and 
Qua ity, Medica  Expenditure Pane  Survey, https://www.meps.ahrq.gov (accessed October 17, 2018). 
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D9Ic>VQJK�d�@B?S�EFGGHIA�eNRP�6GG�>VQJKL�>;L;>:;XPEFGGHIA�eNRP�<FVKFVN�L;:;>FG�>;QVLK;>;X�FNX�HN>;QV;>;X�K>FX;<F>fL�KJFK�VRGHX;�=HK�<Fc�9�=;�GV<VK;X�K97�6TA6RR9HNKF=GKc�eNNX;ZA�gHLVN;LL�e<IFRK�6NFGcLVL�g.?BA�D.??A�D.??�6RR;G;>FK9>A�DGVYK9N�*K>;NNQKKJL.ZIG9>;>A�DGVYKN*K>;NKJL]VVVNX;>A�DHLLK9<;>� �eNXZAA�DHLLKK9<;>�.NQFQ;<;NK�0FNNQ;<;NKA�4>P�EGGHI�h9>K>FVKA�.<IG99c;;.NQFQQ;<;NK�eNXZA�.;K>VZA�..NNQQFFQQ;;<;<;NNKK�D>;;FV9N�eNX;ZA�]99O�1JVL�hFKJA�EFFGGHIA�EFGGI�g>FFNA�EFGGHI�gHLV LL�i9>NFGAEgiA�EFGGHI�D9NLHGKVNNQA�EFGGHIW2;FGJOFcL�[;GGWg;VNQ�eNX;ZA�EFGGHI�0FNFQ;<;NK�i9>NFGA�E0i�EFGGHI�hNN;;G�EFHGGHIh>;LLA�EFGGHI�1H;;LXFc�g>V;YVNQA�EFGGHI�+NV:;>LVKKcA�EFGGHI�[9>GGGX�8;OLA�2H<FN*VQ<FA�2HHH<FN*Q<F�6RR;G;>FFK9>AA�eD.??Ae?BA�5aA�0.�*@Ì9A�8KKGVHQ>JL;A�e*NKL>V;QNJQKA�J8LHW>gLFL*;KK>X;�*N;QKGGJVNLQA�Ah�*FKKFFV;*NKJ�jH9KAA�F**GVKK>c;;�N*QcKLJKL;D<A9�h YA�9*>K<F>;NNR;J�L3I.ZKIV<VG9>k;F>KAA�VVV*9NK>AA;�hN9QOK;L>�]9VNY�X@;;A>Ah>VNRVIFGeNLVQJA� @A�j? j?@�6RRG;;>FK9>A�j?@�6X:NKFQ;�;GRKV9N�,L;;F>>RJA�eNRPA�*.@̀A�*]aU�*,eA�*9HG�9Y�KJ�DVKcA**KK>>;; KKJJLLeNLQJKA�*>;NQKJLjH;;KA�*HII9>KeNLVQJ�1lm,̂ .̂,nohaA�1;;FF >eNLVQQJA�1J;�EFGGH�hKJA�1JJ;�EFGGHI�h9GGA�1J;EFGGHI�*RJ99GA�-FNKKKFQ;h9VNKKA�-F>LLVKc�0FNFQ<;NKKKAA�[;GG=;VNQ�]VNX;>A�6RRRJJJV;;:>A�6RKKKV:FK9>�6XFIIFF=GVVKcA�6NFGcRFGA6>>FNNNQQQ;>A�g;GYA�D9<<FNXA�D9<<HVRFKV9NA�D9<I;KK9N�D9NN;RKXNLLA�D9LVLK;NRcAA�D9NKK;ZKA�4;GV=;>FKKVV:;4;:G9I;>A�4VVVLRVIGVN;�.<IFKJc�]FV>NNLLA�]9RHLA�]HKH>LKVRAA�2F><9NcA�eX 9N�eNNRHX;>A�eNXV:VXHFGVkFK9A�eNIHAAeK;;GG;RKV9N�A�5;;F>N;AA�0FZV<Vk;>AA�h9LVKV:VKcA�,GFK>A�,LI9NV=GcA�,;;LK9>FFKKVV:;;AA�* GGYW6LLH>NR;A�*VQNVYRF ;A�*KK>FK;QVRAFNNX�[99P�6GG�9KJ;>�K>>FX;<F>fL�F>;�KJ;;�>I;;;>c�99Y�KJ;;>�>;LLI;RV:;�9ON;;;>LP�1J;;;�<FK;>VFFGL�F>;�I>9:VVVX;X�Y9>N9NR9<<;>RVFGA�I;>L9NFG�HL;�9NGcP�,;II>99XHRKKV9N�I>9JVVVVV=VK;X�OVVVKKKJ9HK�KJ;�;ZI>;LLL�I;><VLLV9N�9Y�EFGGHIA�eNNNRRP 

���̃����!��"°���̃�#��̃ ����$%��&�� �� �'���'��� �'#��̆ '°̇̇ ˝̆'�̋�°�����°�̃( )�) 

mailto:h>VNRVIFGeNLVQJA�@A�j?@�6RRG;>FK9>A�j?@�6X:NKFQ;�;GRKV9N�,L;F>RJA�eNRPA�*.@`A�*]aU�*,eA�*9HG�9Y�KJ�DVKcA
mailto:e?BA�5aA�0.�*@I`9A�8KGVHQ>JL;A�e*NKL>V;QNJQKA�J8LHW>gLFL*;K>X;�*N;QKGJVNLQA�Ah�*FKKFV;*NKJ�jH9KA�F*GVKK>c;�N*QcKLJKL;D<A9�hYA�9*>K<F>;NNR;J�L3I.ZKIV<VG9>k;F>KA�V*9NK>A;�hN9QOK;L>�]9VNY�X@;A>A
mailto:3+,D.7EFGHI�JKIL7MNOLPQFGHIPR9<MI9GM@STBCUM<VGV9NLWG9LKWL9<;9N;WR9HGXNWFY9>XWK>;FK<;NKPFLIZ
mailto:5.6*.�461.7�89:;<=;>�?@A�@B?C


This report was made possible through the generous support of Arnold Ventures.

 
 

 
 

NOVEMBER 2019 

Using Medicaid to Advance 
Evidence-Based Treatment 
of Substance Use Disorders: 
A Toolkit for State Medicaid Leaders 

Patricia Boozang, Senior Managing Director 
Jocelyn Guyer, Managing Director 
Jessica Nysenbaum, Senior Manager 



 
 

 
 

 

 

 
 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
 

 
 

About Arnold Ventures 
Arnold Ventures’ core objective is to maximize opportunity and minimize injustice. We are a 
philanthropy dedicated to tackling some of the most pressing problems in the United States. 
Arnold Ventures invests in sustainable change, building it from the ground up based on 
research, deep thinking and a strong foundation of evidence. We drive public conversation, 
craft policy and inspire action through education and advocacy. For more information on Arnold 
Ventures and its healthcare work, visit www.arnoldventures.org. 

About Manatt Health 
Manatt Health integrates legal and consulting services to better meet the complex needs of 
clients across the healthcare system. 

Combining legal excellence, frsthand experience in shaping public policy, sophisticated 
strategy insight and deep analytic capabilities, we provide uniquely valuable professional 
services to the full range of health industry players. 

Our diverse team of more than 160 attorneys and consultants from Manatt, Phelps & Phillips, 
LLP, and its consulting subsidiary, Manatt Health Strategies, LLC, is passionate about helping 
our clients advance their business interests, fulfll their missions and lead healthcare into the 
future. For more information, visit https://www.manatt.com/Health or contact: 

Patricia Boozang 
Senior Managing Director 
Manatt Health 
212.790.4523 
pboozang@manatt.com 

Acknowledgements 
• Sarah Twardock, Public Health Manager, Arnold Ventures 
• Nora Bock, Deputy Director of Community Treatment, Missouri Division of Behavioral Health 
• Ashley Harrell, Senior Program Advisor, Virginia Department of Medical Assistance Services 
• David Kelley, Chief Medical Offcer, Pennsylvania Offce of Medical Assistance Programs 
• Jeff Meyers, Commissioner, New Hampshire Department of Health and Human Services 
• John O’Brien, Senior Consultant, Technical Assistance Collaborative 
• Cynthia Parsons, Behavioral Health Director, West Virginia Department of Health and Human Resources 
• Michael Siao Tick Chong, Consultant, Manatt Health Solutions 
• Adam Stoler, Manager of Addiction Treatment Services, MassHealth 
• Ashley Traube, Manager, Manatt Health Solutions 

http://www.arnoldventures.org
https://www.manatt.com/Health
mailto:pboozang%40manatt.com?subject=


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

Manatt Health   manatt.com   3 

Using Medicaid to Advance 
Evidence-Based Treatment 
of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

 

 

 
 

Table of Contents 
Introduction. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5 

1.0 Strategies to Increase Access to Medication-Assisted Treatment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7 

Implementation Strategy 1.1: Include All Forms of Medication and Biological Products Used 

Implementation Strategy 1.5: Provide Training and Expert Support to Primary Care Providers That 

for MAT on the State’s Preferred Drug List. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7 

Implementation Strategy 1.2: Review and Reduce Non-quantitative Utilization Management Restrictions. .8 

Implementation Strategy 1.3: Ensure Suffcient Networks of MAT Providers . . . . . . . . . . . . . . . . . . . . . . . . . .12 

Implementation Strategy 1.4: Require SUD Providers to Provide (or Facilitate) Access to MAT . . . . . . . . . . .16 

Offer Outpatient MAT. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .18 

2.0 Strategies to Promote Coordinated Team-Based Care for Opioid Use Disorder (OUD). . . . . . . . . . . . . . . . . .23 

Implementation Strategy 2.1: Promote Coordinated Team-Based Care for OUD Treatment . . . . . . . . . . . . . .23 

Implementation Strategy 2.2: Establish a Health Home for Individuals With OUDs . . . . . . . . . . . . . . . . . . . . .25 

3.0 Strategies to Monitor and Evaluate OUD Interventions on an Ongoing Basis. . . . . . . . . . . . . . . . . . . . . . . . . .26 

Implementation Strategy 3.1: Develop, and Implement, a Monitoring Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . .27 

Implementation Strategy 3.2: Partner With Foundations and Academic Researchers to Fund and 
Conduct Evaluations of SUD Program Interventions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .29 



Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

 

  

 

 

 

 

 

  

 

 

 

 

  

 

 

 

 

  

  

 

  

 

 

 

  

Exhibits 

Exhibit 1. The Opioid Epidemic: A National Snapshot. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .6 

Exhibit 2. Diversion: How Big an Issue? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9 

Exhibit 3. Using Point-of-Sale Safety Edits and Retrospective Drug Utilization Review . . . . . . . . . . . . . . .10 

Exhibit 4. Medicaid Policies for MAT Drugs in Montana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .11 

Exhibit 5. Apple Health Clinical Guidelines for MAT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .12 

Exhibit 6. Ohio MAT Provider Panel Requirements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .14 

Exhibit 7. New Hampshire SUD Provider Participation Standards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .15 

Exhibit 8. Extract From Missouri DMH Memo re: Certifcation Requirements for 
Medication-Assisted Treatment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .18 

Exhibit 9. Models for Connecting MAT Prescribers to SUD Experts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .19 

Exhibit 10. Vermont’s Payment Methodology for Hub-and-Spoke . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .21 

Exhibit 11. Details About Physician Consultation Through Massachusetts’ MCSTAP Program . . . . . . . . .21 

Exhibit 12. MassHealth Requirements for Delivery of Tele-Behavioral Health Services . . . . . . . . . . . . . . . .22 

Exhibit 13: Excerpt from Maine Health Homes SPA. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .26 

Exhibit 14. Monitoring Versus Evaluation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .27 

Exhibit 15. Visualization From North Carolina’s Opioid Action Plan Data Dashboard . . . . . . . . . . . . . . . . . .29 

Appendix 

The Opioid Epidemic: A National Snapshot. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .31 

Table 1. Number of Opioid Overdose Deaths, and Rates per 100,000, by State CY 2016 and 2017. . . . .31 

Table 2. Ranking of 2017 Opioid Overdose Deaths per 100,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .32 

Table 3. States With Medicaid Prior Authorization Requirements for Medications for 
Opioid Use Disorders, 2016–2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .33 

Table 4. Other State Medicaid Restrictions on Medications for Opioid Use Disorders, 
2016–2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .34 

Table 5. States With Medicaid Prior Authorization Requirements for Naloxone, 2016–2017 . . . . . . . . . .38 

Table 6. Medicaid Enrollment Policies for Criminal Justice Involved Populations, FY 2019 . . . . . . . . . . .40 

Table 7. Medicaid Health Home Programs Targeting Individuals With an OUD. . . . . . . . . . . . . . . . . . . . .42 

Table 8. Medicaid IMD Waivers for SUD and MH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .43 

Table 9. Number and Percent of SUD Facilities Participating in Medicaid, by State, 2017 . . . . . . . . . . .  44 

Table 10. Number and Percent of Medicaid Participating Outpatient and Residential SUD Facilities 
Providing MAT, by State, 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .45 

Manatt Health   manatt.com  4 

http:manatt.com


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

 
 

 

 
 
 

 
 

 
 

 
 

  
 

  
 

 
 

 

  
 

 
 

 

 
 
 

Introduction 
In 2019, the number of drug overdose deaths in the United States declined, suggesting that the efforts of 
state and local governments, providers and other stakeholders to stem the crisis of drug-related deaths 
are beginning to have some effect. But there is much more work to be done: Over 70,000 individuals in this 
country still die each year from drug overdoses.1 This document—Using Medicaid to Advance Evidence-
Based Treatment of Substance Use Disorders: A Toolkit for State Medicaid Leaders (the Toolkit)—reviews 
promising strategies that state Medicaid programs are adopting to address the substance use disorder (SUD) 
crisis, and specifcally the opioid epidemic. The Toolkit identifes implementation strategies, action steps and 
examples of implementation tools deployed in leader states. 

Highlighted strategies are informed by evidence-based research on what is effective in combating SUD and 
the opioid epidemic in particular, but it is important to note that the fast-moving nature of the epidemic, the 
evolving response of state and local governments, and the complexity of teasing out the individual impact 
of concurrent interventions mean that such research is limited. Recognizing the limits of current research, 
the Toolkit also addresses how states might monitor and evaluate their selected strategies, both to allow for 
timely policy adjustment and to amplify the body of evidence-based research. The strategies addressed in 
the Toolkit are organized into three main focus areas: 

• 1.0 Strategies to Increase Access to Medication-Assisted Treatment (MAT). MAT remains the gold standard 
for the treatment of most individuals with OUD. With a strong evidence base proving MAT’s effectiveness, 
expanding access to MAT should be a top priority for states to fght the opioid epidemic. 

• 2.0 Strategies to Promote Coordinated Team-Based Care for Opioid Use Disorder (OUD). Given the 
complexity of comprehensive SUD treatment, team-based care can be effective in meeting the physical, 
mental health, and psychosocial needs that support recovery. As a result, state Medicaid programs 
increasingly are promoting use of team-based care for individuals with OUD, including by offering 
enhanced reimbursement to providers that offer care teams and by covering and paying for peer supports 
as part of team-based initiatives. 

• 3.0 Strategies to Monitor and Evaluate OUD Interventions on an Ongoing Basis. As states deploy a 
broad range of interventions and strategies to fght the opioid (and broader SUD) epidemic, monitoring 
and evaluating the impact of these strategies is critical. States are using monitoring metrics to track 
implementation of 1115 waivers of the IMD exclusion; building dashboards that publicly display trends on 
overdose rates, ED visits for OUD and other measures; and collaborating with academic institutions on 
research and evaluation of key interventions. 

Notably, with passage in the fall of 2018 of the Substance Use-Disorder Prevention that Promotes Opioid 
Recovery and Treatment for Patients and Communities Act (SUPPORT Act), some of these strategies are 
or will become mandatory or incentivized activities for state Medicaid agencies. A discussion of relevant 
provisions of the SUPPORT Act is integrated into the strategies outlined below. 
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Finally, the Toolkit Appendix—The Opioid Epidemic: A National Snapshot provides a series of tables with 
state-by-state data on the epidemic, allowing state leaders to compare their state’s progress with that of 
their peers. 

Exhibit 1. The Opioid Epidemic: A National Snapshot 

The Opioid Epidemic: A National Snapshot provides state by state information on the epidemic and 
on each state Medicaid program’s policy response. It provides data on the severity of the epidemic, 
coverage policies related to Medication Assisted Treatment (MAT), other Medicaid design decisions, 
and the extent to which providers are providing MAT. While covering a range of topics, the National 
Snapshot focuses heavily on MAT, given the critically important role it plays in the treatment of opioid 
use disorder (OUD). 

Scope of the Epidemic 

• Table 1. Number of Opioid Overdose Deaths, and Rates per 100,000, by State CY 2016 and 2017 

• Table 2. Ranking of 2017 Opioid Overdose Deaths per 100,000 

MAT Coverage Policies 

• Table 3. States With Medicaid Prior Authorization Requirements for Medications for Opioid Use 
Disorders, 2016 2017 

• Table 4. Other State Medicaid Restrictions on Medications for Opioid Use Disorders, 
2016 2017 

• Table 5. States With Medicaid Prior Authorization Requirements for Naloxone, 2016 2017 

Enrollment Policies and Medicaid Program Design Features 

• Table 6. Medicaid Enrollment Policies for Criminal Justice Involved Populations, FY 2019 

• Table 7. Medicaid Health Home Programs Targeting Individuals With an OUD 

• Table 8. Medicaid IMD Waivers for SUD and MH 

MAT Provider Availability 

• Table 9. Number and Percent of SUD Facilities Participating in Medicaid, by State, 2017 

• Table 10. Number and Percent of Medicaid Participating Outpatient and Residential SUD Facilities 
Providing MAT, by State, 2017 
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1.0 Strategies to Increase Access to 
Medication-Assisted Treatment 
MAT combines behavioral therapy and medications to treat SUDs. It remains the gold standard of biomedical 
care for OUD2,3 and has proven effective in reducing death rates and a range of other harms associated with 
OUDs.4 By design, it includes both a pharmacological and a behavioral intervention. In the SUPPORT Act, 
Congress mandated that states cover all drugs and biological products (including methadone) approved by 
the Food and Drug Administration (FDA) for MAT and related counseling services and behavioral therapy 
beginning on October 1, 2020, and continuing at least through September 31, 2025.5 Even so, there is a 
growing acknowledgment that medication alone is preferable to no treatment at all; the National Academy of 
Sciences recently recommended treatment of OUD with medications regardless of whether behavioral health 
interventions are also available.6 

For a number of years, the states hardest hit by the opioid epidemic have deployed a range of strategies to 
expand access to MAT. As a result, MAT prescribing in Medicaid has increased in recent years, but there is 
still wide variation in prescribing rates, especially between states that have expanded Medicaid and those 
that have not. Between 2013 and 2017, Medicaid spending on prescriptions for the treatment of OUD and 
overdose tripled or more in states that expanded Medicaid compared to nearly doubling in non-expansion 
states. The strategies already in use among leading states offer an important roadmap for states seeking to 
further increase access to MAT. 

Implementation Strategy 1.1: Include All Forms of Medication 
and Biological Products Used for MAT on the State’s Preferred 
Drug List 
As of May 2019, three medications were available to treat OUDs as part of MAT—buprenorphine, methadone, 
and naltrexone.7 Since individual circumstances and characteristics can infuence which drug is likely to work 
best, it is important that a state review its Medicaid policies with respect to covering all three drugs, including 
all formulations. Buprenorphine and naltrexone come in several formulations—injectable, extended-release 
implant and sublingual flm—and the use of a particular formulation may be important to any given individual. 

Under long-standing federal Medicaid law, all prescription drugs that are approved by the FDA must be 
covered by Medicaid, regardless of whether a benefciary is enrolled in a Medicaid managed care plan or 
in a state fee-for-service program. Congress recently reiterated that all forms of MAT must be covered by 
requiring in the SUPPORT Act that Medicaid programs cover all medications (including methadone) approved 
by the FDA for OUDs, beginning on October 1, 2020, and continuing at least through September 31, 2025.8 

Notably, the SUPPORT Act permits states to pursue an exemption from this requirement due to provider 
shortages. However, the SUPPORT Act also authorizes capacity grants to help states address provider 
shortages, including shortages of MAT providers. Further discussion of this issue is provided below in 
Implementation Strategy 1.2. 
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While states are required to cover all forms of MAT, in practice, they can dramatically shape the extent to 
which a drug is accessible by deciding whether to include it on the state’s preferred drug list (PDL) or, in 
Medicaid managed care states, giving plans discretion to determine which medications are included on 
their PDLs. Medications that are not included on PDLs are more likely to be subject to prior authorization 
and other utilization management requirements that can pose barriers to access. For example, a state might 
require providers to do substantially more paperwork or make more phone calls to secure authorization for 
a non-preferred medication. Due to unclear documentation of policies, it is sometimes diffcult to discern 
that a state actually covers all forms of MAT, particularly methadone, as required by federal law.9 Indeed, a 
2018 Substance Abuse and Mental Health Services Administration (SAMHSA) analysis based on a review of 
state documents, policies and regulations reports that nine states are not covering methadone as MAT even 
though it is required under federal law.10 

Action Steps 

• Work with the state Pharmacy and Therapeutics (P&T) Committee to review and update, if necessary, 
the state’s Medicaid PDL to ensure that all forms and formulations of medications and biological products 
needed for MAT are on the state’s preferred list. 

• In Medicaid managed care states, review and update model contract language to ensure that plans are 
required to cover and include on any plan PDL all the medications and biological products needed for MAT, 
including the various formulations.11 

• Establish and disseminate a written policy for Medicaid providers that clearly communicates that all MAT 
drugs are covered and outlines the procedures used to obtain treatment. 

State Example 

• Washington, D.C. As refected in the city’s PDL, all oral, injectable and implantable forms of buprenorphine 
and naltrexone are preferred and none require prior authorization.12 

Implementation Strategy 1.2: Review and Reduce Non-quantitative 
Utilization Management Restrictions 
States may also consider reviewing and reducing utilization management (UM) restrictions applied to 
medications and biological products used in MAT. These can include prior authorization requirements, 
blanket limits on the number of prescriptions that can be flled in a month, higher co-payments, step therapy 
requirements and quantity limits. Medicaid UM restrictions on MAT, as refected in The Opioid Epidemic: 
A National Snapshot; Table 3. States With Medicaid Prior Authorization Requirements for Medications 
for Opioid Use Disorders, 2016–2017; and Table 4. Other State Medicaid Restrictions on Medications for 
Opioid Use Disorders, 2016–2017. Such restrictions typically are imposed due to cost concerns (some 
medications are more expensive), clinical reasons (enforcing guidelines about which patients should be 
treated with a particular drug), or, in some instances, concerns about diversion, though these may not be 
warranted. Reasons to impose restrictions can be weighed against the body of evidence showing that UM 
restrictions can impact treatment access.13,14,15,16 One study evaluating the impact of the introduction of a three 
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prescription cap in a state Medicaid program found large drops in prescription flls for essential medications 
such as insulin.17 A different study assessing the impact of a Medicaid prior authorization policy for drugs 
used to treat bipolar disorder illustrated how prior authorization may reduce overall treatment rates.18 

Exhibit 2. Diversion: How Big an Issue? 

States sometimes impose UM restrictions on access to MAT medications to prevent “diversion” or 
the sale or donation of a drug such as suboxone (a form of buprenorphine) to a friend, neighbor or 
other individual for whom it was not prescribed. However, studies show that diverted buprenorphine 
is most often used by individuals to self treat an opioid addiction rather than for abuse. They also 
indicate that barriers to buprenorphine may actually be increasing diversion by making it harder for 
individuals who need it to obtain it through legal means. In light of this research, states may want to 
review their access restrictions on buprenorphine, weighing the beneft of simplifying access to MAT 
against concerns about Medicaid fraud and diversion. 

Sources: Schuman Oliver, Zev, Albanese, Mark, Nelson, Sarah, et al., “Self-Treatment: Illicit Buprenorphine Use by Opioid Dependent Treatment Seekers,” Journal 
of Substance Abuse Treatment, July 2010, https://www.journalofsubstanceabusetreatment.com/article/S0740-5472(10)00075-9/fulltext; Cicero, Theodore J, Ellis, 
Matthew and Chilcoat, Howard, “Understanding the Use of Diverted Buprenorphine,” Drug and Alcohol Dependence, December 2018, https://doi.org/10.1016/j. 
drugalcdep.2018.09.007; Yokell, Michael, Zaller, Nicholas, Green, Traci, and Rich, Josiah, “Buprenorphine and Buprenorphine/Naloxone Diversion, Misuse, and Illicit 
Use: An International Review,” Current Drug Abuse Reviews, March 2011, https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3154701/; Lofall, Michelle and Walsh, 
Sharon, “A Review of Buprenorphine Diversion and Misuse: The Current Evidence Base and Experiences from Around the World,” Journal of Addiction Medicine, 
September/October 2014, https://journals.lww.com/journaladdictionmedicine/Abstract/2014/09000/A_Review_of_Buprenorphine_Diversion_and_Misuse__.3.aspx. 

In evaluating the cost impact of removing prior authorization requirements on higher-cost medications like 
injectable suboxone, states will want to consider research that suggests that reducing barriers to MAT can be 
cost-effective. One study on the cost-effectiveness of implantable versus sublingual buprenorphine showed 
that while implantable buprenorphine is more expensive than the sublingual form, it is effective in reducing 
ED and hospital utilization, and therefore more cost-effective.19 States may also consider that reducing the 
administrative burden associated with prescribing MAT may encourage more providers to offer MAT and, 
among those that already do, encourage a higher caseload of MAT patients. 

In instances when states adopt UM barriers for clinical reasons, it may be possible to adopt alternative 
strategies for shaping the appropriate use of MAT medications that do not delay access to care. Some states 
use “point-of-service edits” to fag a provider whose prescribing decision appears potentially out of sync 
with clinical guidelines, or they rely on retroactive utilization review (see Exhibit 3 below). In addition, the 
medical director in the Medicaid agency (or other appropriate Medicaid agency staff) can work directly with 
the state medical society on disseminating best practices for MAT to providers, including how to determine 
which MAT drug and formulation is most clinically appropriate for a particular patient. States can also require 
Medicaid managed care plans to offer education and training on the issues of concern. 
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Exhibit 3. Using Point-of-Sale Safety Edits and Retrospective Drug Utilization Review 

Ohio uses the following point of sale safety edits for initial flls of oral short acting buprenorphine 
containing products: 

• Individuals who are 15 years of age or younger 

• Individuals who are male and receiving short acting buprenorphine without naloxone 

• Individuals who are female and 45 years of age or older and receiving short acting buprenorphine 
without naloxone 

• Dosages that are greater than 24 mg/day 

• Dosages over 16 mg/day beginning 90 days after the initial fll 

• Long acting or injectable buprenorphine 

These edits will cause transactions to deny at the pharmacy point of sale and require the prescribing 
provider to request the product per existing prior authorization processes. 

A retrospective drug utilization review (DUR) process identifes prescribers/providers who 
deliver services inconsistent with clinical standards of care. Providers identifed are subject to a 
communication requirement by the state and managed care plans until the provider demonstrates a 
consistent pattern of appropriate care. 

DUR evaluation criteria are as follows: 

• Individuals who receive a dose of buprenorphine that is greater than 16 mg/day for three months or 
longer (this will be programmed as a point of sale safety edit after the three months) 

• Females of reproductive age (15 to 44 years old) with claims for short acting buprenorphine only for 
longer than nine months 

• Individuals with claims for concurrent use of opioids (including MAT) and benzodiazepines 

• Individuals without urine drug screen claims in the prior three months 

• Individuals with claims for excessive or non random utilization of urine drug screens 

• Individuals without claims for medical professional services (E&M codes) related to Medication 
Assisted Treatment (MAT) prescription in the prior three months 

Source: Wharton, Donald, and Archibald, Tracy, “Effective Treatment for Opiate Use Disorders: Removing Barriers to Medication Assisted Treatment,” The Ohio 
Department of Medicaid, Policy Effective January 1, 2019, https://medicaid.ohio.gov/Portals/0/Resources/Publications/Guidance/Increasing-access-to-Medication-
Assisted-Treatment.pdf. 

Action Steps 

• Review state UM policies for MAT, with an eye to reducing or eliminating, where appropriate, prior 
authorization, step therapy and other limits on MAT medications. 
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• To the extent states have clinical concerns about certain forms of MAT for certain populations, deploy 
alternative strategies such as point-of-service edits; retroactive utilization review; and coordinated 
provider training and education initiatives with the state medical society, Medicaid managed care plans and 
other stakeholders. 

• Establish and disseminate a written policy for Medicaid providers that consolidates and clarifes the 
Medicaid agency’s policies with respect to medication for MAT, including coverage of medications and 
formulations and any UM guidelines. Manatt’s analysis of Montana Medicaid’s MAT policies provides an 
example of the type of information that could be gathered, synthesized and presented in a single document 
(see Exhibit 4 below). 

Exhibit 4. Medicaid Policies for MAT Drugs in Montana 

For medication assisted treatment drugs covered 
under Montana’s Medicaid program, prior 
authorization and payment policies vary based on 
whether they are billed by an outpatient pharmacy 
or by a physician or other provider who administers 
the drug: 

•	 For buprenorphine containing products that 
can only be prescribed to a limited number of 
patients by a physician with a federal waiver, 
coverage is typically under the outpatient 
pharmacy beneft, and prior authorization and 
a number of other criteria must be met (e.g., 
compliance with counseling, drug screens, and 
offce visits). Once a prescription is authorized, 
it may be flled and billed to Medicaid by an 
outpatient pharmacy. 

•	 In the case of methadone prescribed for opioid 
use disorders, the drug is always physician 
administered because only opioid treatment 
program facilities that are subject to federal 
certifcation and accreditation requirements may 
dispense it. Physician administered drugs are 
typically billed directly to Medicaid by a provider 
that serves as both the prescriber and dispenser. 
There is no prior authorization requirement for 
methadone, or for buprenorphine, when billed as 
a physician administered drug. 

•	 For naltrexone, the oral form is covered under 
the outpatient pharmacy beneft with no prior 
authorization. The injectable form (Vivitrol) must 
be administered by a physician regardless of how 
it is billed. In the case of physician administered 
billing, prior authorization is not required. In 
the case of outpatient pharmacy billing, which 
allows certain providers to avoid the high cost of 
stocking the drug, prior authorization is required. 

Other services associated with the provision of 
MAT drugs (e.g., SUD counseling and medical 
offce visits to monitor physical health) are billed 
separately. As with other SUD providers, MAT 
providers typically must be State approved 
to bill Medicaid for SUD fee schedule services 
(e.g., individual or group therapy for SUD) and 
are subject to the rules that apply to other fee 
schedules as well (e.g., those governing medical 
offce visits under the physician fee schedule). See 
Exhibits 7 and 8 earlier in this report for information 
on the circumstances under which various SUD 
services may be billed to Medicaid. 

Source: Grady, April, Bachrach, Deborah, and Boozang, Patti, “Medicaid’s Role in the Delivery and Payment of Substance Use Disorder Services in Montana,” 
Manatt Health, 2017, https://www.manatt.com/getattachment/5c943485-16d3-48aa-9d20-8a47368b3c88/attachment.aspx. 
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• Update clinical practice guidelines to refect new information and evidence on clinical indications and cost 
issues regarding the appropriate use of various MAT medications or formulations of those medications, 
drawing on resources such as SAMHSA guidelines on the use of MAT for pregnant women.20 

State Examples 

• New Hampshire. In its Medicaid managed care contract, New Hampshire requires that “the MCO shall 
cover without prior authorization or other utilization management restrictions any treatments identifed as 
necessary by a clinician trained in the use and application of the ASAM criteria.” The contract also directly 
precludes prior authorization for urine drug screenings—an important ancillary service needed for MAT— 
unless screens exceed 30 per month. If a plan is concerned about fraud, it can request an exception from 
these policies from the state. 

• Washington. Apple Health’s (Washington Medicaid) Clinical Guidelines and Coverage Limitations for 
Medication Assisted Treatment provide step-by-step information on coverage for each MAT, and include 
advice to prescribers on when to use a particular treatment (see Exhibit 5 below).21 

Exhibit 5. Apple Health Clinical Guidelines for MAT 

Coverage for IM naltrexone: 

Covered without authorization or limitations. 

The following information are prescribing guidelines, and do not represent authorization criteria. 

Health Care Authority requests that prescribers use sound clinical judgment in determining the best 
course of treatment for their patients, and reserve the use of IM naltrexone for those patients who 
meet the suggested guidelines. Oral naltrexone is signifcantly less costly to the State, and should be 
considered frst unless the patient has a demonstrated need for an intramuscular formulation. 

Source: “Clinical Guidelines and Coverage Limitations for Medication Assisted Treatment (MAT),” Washington State Health Care Authority, 2018, https://www. 
molinahealthcare.com/providers/wa/medicaid/forms/PDF/coverage-requirements-for-mcos.pdf. 

Implementation Strategy 1.3: Ensure Sufficient Networks 
of MAT Providers 
With the growing recognition of the importance of MAT, policymakers are making concerted efforts to 
increase the supply of providers who offer this treatment, particularly in geographic areas where capacity is 
limited. The federal government has taken some steps to increase the supply of MAT providers, including by 
(1) extending the ability to secure a waiver to provide MAT to nurse practitioners and physician assistants; (2) 
increasing from 30 to 100 the number of patients that certain MAT providers can treat at any given time; and 
(3) providing federal grant dollars to increase the provider supply. States that obtain SUPPORT Act provider 
capacity grants (CMS will distribute $50 million in grant funding to at least ten states) can use the additional 
funding to help expand MAT provider supply, as well as to focus on other SUD provider capacity challenges.22 
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States and localities are best positioned to determine where they lack MAT provider capacity and how 
best to address those access gaps, and Medicaid can play an important role in those efforts. As a frst 
step, states may want to assess the number of MAT providers available in the state by region, as well as 
by key subpopulation (e.g., longtime users, individuals with multiple conditions, pregnant women). It is 
also important to consider the number of waivered providers, the number of waivered providers who are 
participating in Medicaid, and the extent to which those providers are using their waivers.23 Research shows 
that many waivered physicians are not actively providing MAT, or are serving very few patients.24,25,26 One 
study of buprenorphine prescribers in seven states found that 22% of prescribers had a monthly census of 
only one to three patients.27 While data on MAT providers are not always readily available, a Medicaid agency 
may fnd that a sister agency (e.g., a SUD agency or mental health agency) already has such data, or it can 
purchase access to the Drug Enforcement Administration Controlled Substances Act Registration Information 
Databases.28 To the extent data are available, examining the prevalence of OUD within the state and in the 
Medicaid population specifcally at the county or ZIP code level can help in assessing the “right” number of 
MAT providers to require by geographic region. Leading states note that it is also critical to evaluate the mix 
of MAT provider types available in the community, including “bridge clinics” that manage MAT initiated in the 
emergency department until an individual is able to get situated with a long-term MAT provider.29 

Once they quantify capacity gaps, states are using creative methods for expanding MAT provider supply, 
extending limited capacity, and ensuring the right mix of providers across all geographies and populations. 
States can directly incentivize providers to offer MAT by increasing reimbursement rates or by directing 
their Medicaid managed care plans to do so. States can also directly develop or incentivize their MCOs to 
build focused networks of providers that initiate and stabilize individuals on MAT, and broader networks 
of community-based providers for ongoing maintenance treatment. This type of tiered provider network 
approach is used in hub-and-spoke models, discussed below in Implementation Strategy 1.5: Provide 
Training and Expert Support to Primary Care Providers That Offer Outpatient MAT. States are also 
leveraging hospital emergency departments to expand capacity for MAT induction, engaging people with 
OUD at a critical point of care, and bridging waiting lists for ongoing, offce-based treatment. Finally, provider 
outreach and education are essential to increasing MAT capacity and Medicaid participation. 

Action Steps 

• Explore availability of data from sister agencies on providers waivered to prescribe MAT. If data are 
not available, consider purchasing Drug Enforcement Administration data. Calculate the total number of 
waivered providers in the state, and by sub-state region such as county or ZIP code. 

• Use Medicaid eligibility, claims and encounter data to calculate key metrics and target outreach aimed at 
waivered providers who could increase their MAT caseload; reach underserved areas or treat particularly 
vulnerable populations (e.g., pregnant women): 

– Of the number of Medicaid providers offering MAT to Medicaid enrollees: 

� Number seeing 30 or fewer patients, and number seeing 30–100 patients 

� Number of community providers, opioid treatment programs (OTPs), emergency department-based 
providers and other provider types 

Manatt Health   manatt.com   13 

http:manatt.com
http:provider.29
http:Databases.28
http:patients.27
http:waivers.23


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

 

 

  

  
 

  

 

  
 

 
 

 

� Number of providers serving prenatal, pregnant and perinatal women 

� Geographic location of Medicaid MAT providers 

– Prevalence of OUD in the Medicaid population, and in subpopulations such as prenatal, pregnant and 
perinatal women 

• Use quantitative thresholds to set minimum network adequacy standards for MAT providers in managed 
care organization (MCO) contracts. Evaluate and implement thresholds using either a set number of 
providers per county or a percentage of licensed providers approach. 

• Require managed care plans to offer enhanced reimbursement to providers that secure and use waivers to 
offer MAT. 

• Require or incentivize hospital emergency departments to facilitate MAT induction and handoffs to offce-
based ongoing MAT in the community. 

State Examples 

• Ohio. The Ohio Department of Medicaid developed MAT provider panel requirements for MCOs. The state’s 
Medicaid managed care contract includes a table by county requirements for minimum MAT provider panel 
size, with panels consisting of both waivered community providers and OTPs. The state-required number 
of providers varies from zero to 43, depending on population and the MAT provider supply in each region. 
Plans also must contract with all willing OTP providers that are licensed by Ohio’s Department of Mental 
Health and Addiction Services and SAMHSA.30 

Exhibit 6. Ohio MAT Provider Panel Requirements 
County MAT 

Adams 0 
Allen 6 
Ashland 0 
Ashtabula 2 
Athens 3 
Auglaize 0 
Belmont 1 
Brown 0 
Butler 8 
Carroll 0 
Champaign 1 
Clark 2 
Clermont 4 
Clinton 0 
Columbiana 3 
Coshocton 0 
Crawford 1 
Cuyahoga 34 
Darke 0 
Defance 1 
Delaware 1 
Erie 2 
Fairfeld 3 

County MAT 

Fayette 1 
Franklin 43 
Fulton 0 
Gallia 2 
Geauga 1 
Greene 5 
Guernsey 1 
Hamilton 30 
Hancock 1 
Hardin 1 
Harrison 0 
Henry 0 
Highland 1 
Hocking 3 
Holmes 0 
Huron 1 
Jackson 0 
Jefferson 0 
Knox 1 
Lake 4 
Lawrence 1 
Licking 4 
Logan 2 

County MAT 

Lorain 2 
Lucas 14 
Madison 1 
Mahoning 12 
Marion 4 
Medina 1 
Meigs 2 
Mercer 0 
Miami 2 
Monroe 0 
Montgomery 18 
Morgan 1 
Morrow 0 
Muskingum 3 
Noble 0 
Ottawa 0 
Paulding 0 
Perry 2 
Pickaway 2 
Pike 1 
Portage 2 
Preble 0 
Putnam 0 

County MAT 

Richland 6 
Ross 3 
Sandusky 1 
Scioto 8 
Seneca 0 
Shelby 1 
Stark 6 
Summit 14 
Trumbull 4 
Tuscarawas 1 
Union 0 
VanWert 0 
Vinton 1 
Warren 4 
Washington 0 
Wayne 1 
Williams 1 
Wood 2 
Wyandot 0 
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• New Hampshire. In its Medicaid managed care contract, New Hampshire establishes required participation 
rates for various SUD providers, including 75% of OTPs and 75% of buprenorphine prescribers and no less 
than two providers in most other SUD provider categories for each of the state’s public health regions (see 
Exhibit 7 below). If providers will not agree to contract at reasonable rates, plans can request exceptions 
to this requirement. The New Hampshire Medicaid plan contract also requires managed care plans to pay 
SUD providers at state-determined rates to support SUD capacity31 and requires plans to establish two 
rates for MAT providers, one for those treating up to 30 members and one for those treating up to 100: 

– 4.11.6.5.5 The plan shall indicate at least two (2) tiers of enhanced payments that the MCO shall make 
to qualifed providers based on whether providers are certifed and providing MAT to up to thirty (30) 
members per quarter (i.e., tier one (1) providers) or certifed and providing MAT to up to one hundred 
(100) members per quarter (i.e., tier two (2) providers). 

– 4.11.6.5.6 The tier determinations that qualify providers for the MCO’s enhanced reimbursement policy 
shall refect the number of members to whom the provider is providing MAT treatment services, not the 
number of patients the provider is certifed to provide MAT treatment to.32 

Exhibit 7. New Hampshire SUD Provider Participation Standards 

MLADCs 
The MCO’s Participating Provider Network shall include seventy percent (70%) of all such 
Providers licensed and practicing in NH and no less than two (2) Providers in any public health 
region unless there are less than two (2) such Providers in the region 

Opiod Treatment 
Programs (OTPs) 

The MCO’s Participating Provider Network shall include seventy-fve percent (75%) of all such 
Providers licensed and practicing in NH and no less than two (2) Providers in any public health 
region unless there are less than two (2) such Providers in the region 

Buprenorphine 
Prescribers 

The Network shall include seventy-fve percent (75%) of all such Providers licensed and 
practicing in NH and no less than two (2) Providers in any public health region unless there are 
less than two (2) such Providers in the region 

Residential Substance 
Use Disorder Treatment 
Programs 

The Network shall include ffty percent (50%) of all such Providers licensed and practicing in 
NH and no less than two (2) in any public health region unless there are less than two (2) such 
Providers in the region 

Peer Recovery Programs The MCO’s Participating Provider Network shall include one hundred percent (100%) of all such 
willing Programs in NH 

• Massachusetts. The state passed a law in 2018 that requires all acute care hospitals in the state that provide 
emergency services to offer MAT and to connect patients to follow-up care.33 Detailed clinical guidelines 
produced by the Massachusetts Health and Hospital Association for MAT within EDs present an example 
of the type of guidance that states can develop in partnership with stakeholders to help hospitals come into 
compliance with MAT requirements. The clinical guidelines cover issues such as clinical criteria to obtain 
prior to MAT induction, prescriber guidelines and information on MAT waiver trainings. The guide also 
provides details on state-specifc laws with regard to the circumstances under which patients can be sent 
home with buprenorphine. 
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Implementation Strategy 1.4: Require SUD Providers to Provide (or 
Facilitate) Access to MAT 
Despite strong clinical evidence in favor of MAT, many substance use disorder treatment facilities do not offer 
it, refecting in part a persistent belief that such medications simply substitute one addictive substance for 
another. Manatt’s analysis of the 2017 National Survey of Substance Abuse Treatment Services (N-SSATS) 
found that only 41% of facilities participating in Medicaid providing outpatient treatment, and 46% of facilities 
participating in Medicaid and providing residential nonhospital treatment, offer any type of MAT. See The 
Opioid Epidemic: A National Snapshot; Table 10. Number and Percent of Medicaid Participating Outpatient 
and Residential SUD Facilities Providing MAT, by State, 2017.34 In some instances, SUD providers will even 
refuse to treat individuals who are receiving MAT from a different provider, a practice that is drawing growing 
legal scrutiny.35 The federal government is addressing this issue through both guidance and a provision in the 
SUPPORT Act indicating that it expects residential treatment facilities to provide access to MAT as a condition 
of receiving Medicaid funding.36 

State Medicaid agencies also have levers to ensure that SUD providers facilitate MAT access. State Medicaid 
agencies can work in close partnership with their substance abuse or behavioral health sister agencies 
that license or certify SUD providers to require the direct provision (or facilitation) of MAT as a condition 
of licensure and certifcation and to offer support to providers and plans in meeting such requirements. 
Missouri has taken this approach as part of a long-term campaign to increase access to MAT through a 
combination of support, training and new requirements. Alternatively—or in addition—the Medicaid agency 
could directly require that SUD providers offer MAT (or facilitate access to it) as a condition of receiving 
Medicaid payment for any services provided to Medicaid enrollees. It is important to pair these increased 
requirements to offer MAT with provider supports and policies that facilitate offering MAT as discussed 
in Implementation Strategy 1.5: Provide Training and Expert Support to Primary Care Providers That 
Offer Outpatient MAT and Implementation Strategy 2.1: Promote Coordinated Team-Based Care for 
OUD Treatment. Based on the experiences of states such as Missouri, it is clear that efforts to implement 
such a change likely will work better if the state adopts a combination of “carrots” (e.g., enhanced payment 
for offering MAT) and “sticks” (e.g., requiring the provision of MAT as a condition of licensure or payment); 
the effort is backed by a broad array of stakeholders; and SUD providers are offered a transition period and 
support in developing the expertise required to meet the requirements. Such steps will make it less likely the 
state will need to pursue an exemption from the requirement to cover all forms of MAT in the SUPPORT Act, 
due to provider shortages. 
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Action Steps 

• Work with partner agencies in the state, like the behavioral health or substance abuse agency, to explore 
the feasibility of requiring all SUD programs or facilities to provide or facilitate access to MAT as a 
condition of licensure and certifcation. 

• Develop and release Medicaid policy guidance requiring providers to provide or facilitate access to MAT 
as a condition of continuing to receive Medicaid payments. 

• Offer SUD providers education, support and training on the use of MAT to increase the feasibility of 
implementing requirements to use or facilitate access to MAT. 

• Explore partnerships with local behavioral health provider organizations, the state medical society 
and others to provide ongoing training and technical assistance to SUD providers. These efforts can be 
fnanced with Medicaid administrative funds37 or built into the rate-setting process for SUD providers. 

• As appropriate, adjust payment rates to account for administrative costs associated with providing MAT 
(following up on labs, outreach to pharmacies, scheduling for nurses and doctors). 

State Examples 

• Missouri. Several decades ago Missouri’s Department of Mental Health (DMH) implemented a policy that, 
as a condition of certifcation in the state, SUD agencies must offer or arrange for MAT. The state increased 
enforcement of the policy eight years ago, beginning with data analysis to determine which agencies were 
offering MAT, identify the number of patients they were treating, and assess the extent to which they were 
treating patients with OUD and alcohol use disorder. The state took an incremental approach, allowing SUD 
agencies to keep their existing provider network while expanding access to MAT, and working with them 
over time to come into compliance with the policy. By using a steady but gradual approach, and providing 
support and training to providers, the state was able to bring all SUD agencies in the state into compliance, 
and the agencies now are either directly providing or arranging for MAT.38 
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Exhibit 8. Extract From Missouri DMH Memo re: Certifcation Requirements for 
Medication-Assisted Treatment 

For many years we have been saying that to remain certifed and contracted with DMH, an agency 
must offer to arrange for MAT. This means ensuring the availability of ALL forms of MAT for Opioid 
Use Disorders and Alcohol use Disorders, including buprenorphine products (e.g., Suboxone), 
injectable naltrexone (Vivitrol), oral naltrexone, acamprosate, and disulfrum. The one exception is 
methadone, which can be administered only in certifed Opioid Treatment Programs. 

Not only must an agency offer or arrange for MAT, but it must be delivered in a way that is 
supported by evidence. For example, we have recently become aware that in some agencies, 
buprenorphine products are used only in a defned, time limited regimen, even though the evidence 
shows that for some individuals, a longer course of therapy (“maintenance”) is clinically appropriate 
and leads to better outcomes. 

The point is that we will be looking not just at whether MAT is offered, but also whether it is 
delivered in a manner consistent with evidence based practice. 

We are identifying agencies that we believe are not meeting the requirements for MAT and will 
notify them. In the next 12 months, any of those agencies that do not show progress in advancing 
MAT will be required, at a minimum, to submit plans of correction. We will also offer on site training 
and technical assistance. After that, agencies that do not improve will be placed on CONDITIONAL 
certifcation and may ultimately lose certifcation. Department Director Mark Stringer and Division 
Director Rick Gowdy have instructed that, after taking the steps above, we discontinue contracting 
with agencies that do not adequately offer this evidence based intervention to individuals for whom 
it is clinically appropriate and potentially lifesaving. 

Source: Bock, Nora, “Certifcation Requirements for Medication Assisted Treatment,” State of Missouri Department of Mental Health, October 25, 2016. 

• California. In a California Health Care Foundation (CHCF)-funded study, the San Francisco Department of 
Public Health implemented academic detailing and cut opioid-related emergency department visits by 
nearly half among patients who were co-prescribed naloxone. Academic detailing relies on conducting 
intensive, offce-based outreach with providers, sharing evidence-based information on opioid safety and 
naloxone prescribing.39 Academic detailing resources developed as part of this project include a Provider 
Guide to prescribing naloxone for patients who use opioids. 

Implementation Strategy 1.5: Provide Training and Expert Support 
to Primary Care Providers That Offer Outpatient MAT 
Increasing the number of primary care providers (PCPs) who prescribe MAT is a critical strategy for 
expanding access to OUD treatment, especially in rural areas where PCPs often are the main source of 
healthcare. Understandably, providers who are inexperienced in treating SUDs have concerns about their 
ability to take on this new type of care. Persistent stigma among providers about taking patients with SUDs 
remains a barrier to treatment access. But leader states note that many providers are unaware that they are 
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already treating patients with SUD or OUD, and alerting them to the presence of patients with OUD in their 
practice, and encouraging them to begin providing MAT to these and other patients, can be an effective 
strategy. 

Initiatives and programs that connect PCPs to SUD experts for clinical training, advice and guidance can 
leverage and expand the limited capacity of SUD-focused providers. States can look to a number of different 
models to connect PCPs to SUD experts who can back them up and offer support in providing MAT and 
serving patients with SUD. These include the hub-and-spoke model, Project ECHO and MCO-driven technical 
assistance. All of these models aim to reduce provider concerns about and improve provider capacity related 
to taking on new, complex patients. They offer PCPs opportunities to receive direct case consults (including 
through use of telehealth modalities), which is particularly important for PCPs who are new to providing 
MAT.40 Hub-and-spoke and Project ECHO also offer a community of peers with whom providers new to MAT 
can learn about best practices, challenges and lessons learned. Hub-and-spoke models represent substantial 
infrastructure investment to select, certify and develop treatment center hubs and ongoing care spokes. 
California’s hub-and-spoke system was funded through a 21st Century Cures Act grant totaling $44.7 million 
for both hub-and-spoke and a tribal MAT expansion project.41 

Exhibit 9. Models for Connecting MAT Prescribers to SUD Experts 

• Hub and Spoke: Centralized specialty centers or “hubs” provide both patient care and support 
to “spokes,” which are community based providers. Hubs typically manage the most complex 
patients, and may initiate treatment for patients who are then transferred to spokes when they are 
stable. 

• Project ECHO: Academic medical centers that provide training for community providers, sometimes 
through learning collaboratives. Some programs offer direct case consults. These activities are 
typically done virtually, through webinars, conference calls, and individual calls for case consults. 
Project ECHO initiatives exist for a wide variety of clinical areas. Project ECHO is also referred to as a 
hub and spoke system. 

• MCO Technical Assistance: A state with managed care can require MCOs to have SUD experts on 
call to do individual case consults (see example from Massachusetts below). 

Action Steps 

• Conduct data analysis to identify providers whose patient populations have a high or moderate 
prevalence of OUD; reach out to these providers to educate them about their patients’ needs and 
encourage them to provide MAT. Provide ongoing support as new providers become waivered and begin 
offering MAT. 
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• Evaluate whether developing a hub-and-spoke system is a viable option. Developing and launching a 
hub-and-spoke system will require substantial effort and investment of funds and staff time, but it can 
offer support to frontline MAT providers and also directly expand the network of SUD specialty providers 
available to treat particularly complex patients. 

• Work with academic medical centers to expand existing Project ECHO programs to include MAT support, 
or to develop new programs specifcally on SUD treatment. 

• Consider Medicaid funding options for Project ECHO. Require MCOs to contract with the Project ECHO 
site for MAT or identify Project ECHO as an option for MCO in lieu of value-added benefts.42 States may 
also be able to use Medicaid administrative funds to cover some ongoing Project ECHO costs by directly 
contracting with Project ECHO sites to provide training to Medicaid-participating providers.43 

• Review and update as necessary state Medicaid coverage and payment policies to encourage broad 
adoption of tele-behavioral health services, including linking members with SUDs to outpatient counseling 
and providers who can prescribe MAT. 

• Revise managed care contract language to require MCOs to have a licensed physician who is an expert on 
MAT available for case consults during standard business hours, and conduct widespread dissemination to 
their provider networks about this available support. 

State Examples 

• West Virginia. West Virginia offcials run data analyses to fag provider specialties that have patient 
populations with a high prevalence of SUDs. They then conduct personalized outreach to providers to 
encourage them to prescribe suboxone. This process has successfully expanded the number of providers, 
including obstetrician/gynecologists (a targeted provider type), offering MAT. During the outreach process, 
state offcials learned that some providers they contacted already wanted to prescribe MAT, but had 
concerns about beginning to provide treatment. The state’s proactive outreach and assistance helped them 
to overcome this barrier.44 

• Vermont. Vermont’s hub-and-spoke system pairs regional specialty OUD treatment centers that provide 
intensive treatment (“hubs”) with support teams of community healthcare professionals offering MAT 
(“spokes”). Spokes are generally outpatient medical and specialty offces. Spokes receive direct staff 
support through Vermont’s Blueprint for Health Community Health Teams. For every 100 Medicaid patients 
receiving MAT at a spoke practice, the Department of Vermont Health Access pays the cost of one nurse 
and one licensed mental health/addiction counselor to support the prescribing providers.45 Hubs offer 
more intensive treatment and handle more diffcult cases, often initiating treatment and then transferring 
the patient to a spoke when they are stable. Spoke providers have the ability to transfer patients back to 
the hub, should they become destabilized.46 Hubs also offer ongoing trainings and consultation to spoke 
providers. In Vermont, Medicaid health home payments, authorized through a state plan amendment are a 
critical funding source for the program: Hubs receive a monthly bundled payment rate, and spokes receive 
a per-member per-month payment. Exhibit 10 below provides additional details on payments under the 
Hub and Spoke Model. Hubs also receive grant funds in addition to Medicaid dollars to pay for outreach and 
services not included in the hub bundle.47 
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Exhibit 10. Vermont’s Payment Methodology for Hub-and-Spoke 

Hub & Spoke Provider Payment Mechanism Purpose of Payment 

Physician Fee-for-Service payment, under current 
Medicaid State Plan. 

MAT (buprenorphine & methadone). 

Nurse + Clinician Case 
Manager 

Hub: % of monthly rate per patient for health 
home services. 

Spoke: Capacity payment to Blueprint 
administrative entity, based on numbers of 
unique patients receiving buprenorphine. 

Care management, care coordination, 
transitions of care, health promotion, 
individual and family support, and referral to 
community services. 

Source: State of Vermont, “Concept For Medicaid Health Home Program,” October 2, 2012, https://blueprintforhealth.vermont.gov/sites/blueprint/fles/BlueprintPDF/ 
AnnualReports/SupportingDocuments/VT_SPA_Concept_Paper_fnal_CMS_10_02_12.pdf. 

• Massachusetts. 

– The Massachusetts Consultation Service for the Treatment of Addiction and Pain (MCSTAP) offers 
PCPs free telephone consultations Monday through Friday on safe prescribing and managing care for 
patients with chronic pain, SUD or both. The program, developed through legislation, is funded through 
appropriations and surcharges on commercial insurers, and is run by the Executive Offce of Health 
and Human Services. MCSTAP consultations can provide support around topics such as prescribing 
buprenorphine or naltrexone, overall management plan for complex and challenging cases, and 
questions related to caring for pregnant women with SUDs.48 Exhibit 11 below provides additional details 
about MCSTAP. 

Exhibit 11. Details About Physician Consultation Through Massachusetts’ MCSTAP Program 

Physician consultation: After being notifed by the resource and referral specialist about a request for 
consultation, the physician consultant will call the provider within 30 minutes, or at a time specifed 
by the provider. The physician consultant will ask the provider about the presenting issue and a 
summary of the patient’s history. The consultation may involve diagnostic support, guidance related 
to prescribing new medications or adjusting current medications, treatment planning, and community 
support needs. The physician consultant will collaborate with the provider to identify next steps and 
will ask if the provider would like a follow up call in the future. 

Source: MCSTAP, “How MCSTAP Works,” 2019, https://www.mcstap.com/Providers/HowMCSTAPWorks.aspx. 

– MassHealth, Massachusetts’ Medicaid program, recently issued a policy to cover and pay for tele-
behavioral health services for its members. Community health centers, community mental health 
centers and outpatient substance use disorder providers are eligible for Medicaid reimbursement for 
tele-behavioral health. The goals of the policy include linking members with SUD to outpatient counseling 
and to providers who offer MAT, and offering services to members who live in rural areas with a dearth of 
providers.49 Providers must adhere to best practices set out by the state when delivering tele-behavioral 
health services (see Exhibit 12 below). 
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Exhibit 12. MassHealth Requirements for Delivery of Tele-Behavioral Health Services 

Requirements for Telehealth Encounters 

Providers must adhere to and document the following best practices when delivering services via 
telehealth. 

1. Providers must properly identify the patient using, at a minimum, the patient’s name, date of birth, 
and MassHealth ID. 

2. Providers must disclose and validate the provider’s identity and credentials, such as the provider’s 
license, title, and, if applicable, specialty and board certifcations. 

3. For an initial appointment with a new patient, the provider must review the patient’s relevant 
medical history and any available medical records with the patient before initiating the delivery of 
the service. 

4. For existing provider patient relationships, the provider must review the patient’s medical history 
and any available medical records with the patient during the service. 

5. Prior to each patient appointment, the provider must ensure that the provider is able to deliver 
the service to the same standard of care and in compliance with licensure regulations and 
requirements, programmatic regulations, and performance specifcations related to the service 
(e.g., accessibility and communication access) using telehealth as is applicable to the delivery of 
the services in person. If the provider cannot meet this standard of care or other requirements, the 
provider must direct the patient to seek in person care. The provider must make this determination 
prior to the delivery of each service. 

6. Providers must ensure the same rights to confdentiality and security as provided in face to face 
services. 

7. Providers must follow consent and patient information protocol consistent with those followed 
during in person visits. 

8. Providers must inform patients of the location of the provider rendering services via telehealth 
(i.e., distant site) and obtain the location of the patient (i.e., originating site). 

9. The provider must inform the patient of how the patient can see a clinician in person in the event 
of an emergency or as otherwise needed. 

Source: Tsai, Daniel, “MassHealth All Provider Bulletin 281: Access to Behavioral Health Services Through Use of Telehealth Options,” Commonwealth of 
Massachusetts Executive Offce of Health and Human Services Offce of Medicaid, January 2019, https://www.mass.gov/fles/documents/2019/01/23/all-provider-
bulletin-281.pdf. 
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2.0 Strategies to Promote Coordinated 
Team-Based Care for Opioid Use Disorder 
(OUD) 
Individuals with an OUD often confront an array of physical health, mental health, substance use and related 
psychosocial challenges. In response, a number of states have used Medicaid to promote coordinated, team-
based care for OUD treatment, following the research indicating that effective team-based care can improve 
outcomes for a range of complex health conditions.50,51,52,53,54,55 In the context of OUD, team-based care 
generally consists of the following:56 

• A physician, nurse practitioner or other physical health provider who is authorized to prescribe the 
medications used in MAT 

• A mental health or substance use professional, such as a licensed substance use counselor 

• A care manager who can offer “high touch” support in navigating health and social services, particularly for 
those with more severe OUDs 

• A peer support specialist or community health worker who has some shared experiences with the 
individuals served by the program 

States can modify the confguration of team members to respond to state-specifc access gaps or needs, or 
vary the way that team-based care is implemented (e.g., allow telemedicine in addition to or instead of co-
location of mental health and SUD professionals in rural areas). Regardless, the foundation of the approach is 
a coordinated team that includes professionals with expertise on the physical health, mental health, SUD and 
psychosocial elements of an individual’s experience.57 

Implementation Strategy 2.1: Promote Coordinated Team-Based 
Care for OUD Treatment 
Team-based care can increase patient satisfaction and contribute to better outcomes, but it is challenging to 
implement for a host of reasons.58,59 States pursuing this strategy will need to develop and issue clear policy 
to providers on the parameters and requirements of OUD team-based care and operationalize a process to 
certify practices that meet team-based care requirements. States may also consider developing a program 
to provide capacity-building support and ongoing technical assistance to practices interested in team-based 
care. As an additional mechanism for capacity building and incentivizing providers to build teams around 
OUD treatment, states may consider establishing enhanced reimbursement for team-based OUD treatment, 
including payment for case management services. States can also work with their providers and managed 
care plans to assess and develop strategies for coordinating team-based care services with other Medicaid 
case management services (e.g., MCO or health home care management programs) to avoid duplicate 

Manatt Health   manatt.com  23 

http:manatt.com
http:experience.57


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

 
 

  
 

 
 

  

  

  
 

 

  
 

 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

payment and confusion for members. Finally, to facilitate team-based care, states can assess and modify 
regulations and policies that impede billing team-based care, such as restrictions on billing for a physical 
health visit and a behavioral health visit on the same day. 

Action Steps 

• Establish the state’s defnition of team-based care for OUD treatment—including, for example, required 
and optional team members, team-based care services (e.g., case management), licensure and certifcation 
requirements, and panel size standards—and integrate the defnition into clinical guidelines and 
reimbursement policies. Draw on successful models from within the state and the research and evidence 
available on the key elements of team-based care.60 

• Review (or develop) a State Plan Amendment (SPA) authorizing reimbursement for peer support 
specialists, as allowed under federal law.61,62 

• Create a process for certifying qualifed teams to ensure that they meet state standards (e.g., verify that the 
team includes a waivered physician) and gather data on the number of individuals that teams can serve. 

• Review Medicaid reimbursement policy and increase payment to those providers meeting state standards 
for team-based OUD treatment; require Medicaid managed care plans to conform to the enhanced payment 
standards; and update any codes as needed to ensure that case management services are covered as part 
of team-based opioid treatment. 

• Consider leveraging Medicaid funds to provide training and practice support to providers as they initially 
become team-based care providers. States can do so by building training costs into their reimbursement 
rates.63 

• Evaluate whether to adopt or expand usage of health homes as a tool for fnancing and supporting team-
based care. 

State Examples 

• Virginia. As part of a comprehensive review in 2017 of its substance use beneft, Virginia established 
enhanced reimbursement for team-based care for OUD treatment. Known as preferred offce-based opioid 
treatment (OBOT) providers, the teams deliver addiction treatment services to individuals with moderate 
to severe OUDs. Preferred OBOT teams must include a buprenorphine-waivered practitioner working in 
collaboration and co-located with a licensed psychologist, a social worker or another credentialed addiction 
treatment practitioner. Moreover, the teams must meet state-defned expectations for the way that MAT is 
delivered including dosage maximums, use of random urine drug screens, use of the state’s prescription 
drug monitoring program at least quarterly, and regular weekly visits during initiation of MAT. Providers 
with preferred or “gold card” status can bill for certifed peer recovery specialists and substance use 
care coordination, can receive higher reimbursement rates for opioid counseling, and do not have prior 
authorization requirements for buprenorphine products.64 In the frst ten months of implementing its new 
approach to SUD treatment, including use of preferred OBOTs, Virginia saw a 64% increase in treatment 
rates, drops in emergency department visits for SUDs (-14%) and OUDs (-24%), and declines in the number 
of members with hospitalizations for SUDs (-4%) and OUDs (-6%).65 Some resources developed by Virginia 
to implement its policy include: 
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• Established standards and registration procedures for OBOT, which were outlined in a special supplement 
to the provider manual and disseminated through public presentations 

• Increased reimbursement rates generally for SUD treatment and established enhanced rates for preferred 
OBOT practices through an updated fee schedule 

• Clarifed and updated MAT codes and prior authorization requirements, including identifcation of when 
MAT can be billed separately when delivered in combination with other services; see Tables 1 and 2 of the 
state’s memo to providers on these issues 

• An established process for measuring and evaluating outcomes for OBOTs and the broader set of changes 
adopted as part of the state’s 2017 overhaul of its substance use beneft 

• Pennsylvania. Pennsylvania’s 45 Centers of Excellence (COEs) for Opioid Use Disorder use community-
based care management teams including diverse providers, such as licensed clinical social workers, 
counselors, peer navigators, physicians, nurses and care managers. Care management teams work 
together to ensure client needs are coordinated across OUD care, mental health care, physical health care, 
and a variety of social needs including job training, housing and transportation support, and education 
services.66 

Implementation Strategy 2.2: Establish a Health Home for 
Individuals With OUDs 
Under an option included in the Affordable Care Act (ACA), states can establish a health home that provides 
coordinated medical care, mental health and substance use services, long-term services and supports, and 
community-based social services for Medicaid benefciaries with complex healthcare needs, including those 
with an opioid use disorder. According to CMS, “health homes integrate physical and behavioral health (both 
mental health and substance abuse) and long-term services and supports for high-need, high-cost Medicaid 
populations. By better coordinating care and linking people to needed services, health homes are designed to 
improve health care quality and reduce costs.”67 The ACA provides states a 90% federal matching rate for up 
to eight calendar year quarters for health homes. A provision in the SUPPORT Act allows states that secure 
approval for a health home for individuals with SUD after October 1, 2018, to receive the enhanced matching 
rate for up to ten quarters under certain conditions.68 As of August 15, 2019, fve states have implemented a 
health home for individuals with OUD (see The Opioid Epidemic: A National Snapshot and Table 7. Medicaid 
Health Home Programs Targeting Individuals With an OUD). 

Action Steps 

• Assess whether a health home option is consistent with the state’s opioid strategy, taking into account 
the availability of enhanced matching funds for team-based care, as well as the costs associated with 
establishing a health home and meeting various reporting and quality requirements. 

• To pursue a health home for individuals with substance use disorders, submit to CMS a new health 
home state plan amendment that is “SUD focused” along with a formal request for enhanced funding. 
CMS already has indicated that one way a state can establish that its health home is “SUD focused” is by 
including a MAT provider as part of the team structure. 
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• Work with providers to establish the health home, including by developing strategies for identifying 
individuals who are eligible for the health home and connecting them to the available support. 

State Examples 

• Maine. Using health homes SPA authority, Maine has established the MaineCare Opioid Health Home 
(OHH), a statewide health home specifcally for individuals with opioid use disorders. It offers support 
through a multidisciplinary team of providers, including a clinical team lead, MAT prescriber, nurse care 
manager, opioid dependency clinical counselor and peer recovery coach. Benefciaries have the option to 
enroll and can opt out at any time.69 

Exhibit 13: Excerpt from Maine Health Homes SPA 

“The OHH initiative is an innovative model providing comprehensive, coordinated care focused 
on serving MaineCare members with opioid dependency who are receiving Medication Assisted 
Treatment (MAT) in the form of buprenorphine, buprenorphine derivatives, and/or naltrexone. 
In addition to expanding access to treatment for an individual’s opioid use disorder, the OHH 
integrates physical, social, and emotional supports to provide holistic care. This model is based 
on a multidisciplinary team approach consisting of a clinical team lead, MAT prescriber, nurse 
care manager, clinical counselor, patient navigator, and peer recovery coach. The OHH must be a 
community based provider in Maine, preferably licensed to provide substance use disorder services. 
It is expected that the OHH program will not only result in more individuals receiving opioid use 
disorder treatment but will also lead to improvements in the quality of care they are receiving.” 

Source: MaineCare, “Health Homes State Plan Amendment: ME-17-006,” Submitted June 6, 2017, Effective October 1, 2017. 

3.0 Strategies to Monitor and Evaluate 
OUD Interventions on an Ongoing Basis 
As states deploy a broad range of strategies to fght the opioid and broader SUD epidemics, monitoring and 
evaluating the impact of these strategies are critical. Regular monitoring and evaluation can help determine 
which strategies are most impactful, allowing state offcials to allocate limited resources (funding and staff 
time) wisely, and providing a critical input into future planning and investment. Close examination of impacts 
may also reveal unintended consequences that inform modifcations to or even discontinuance of strategies 
for which harm outweighs the benefts. For example, limits to the number of days or the dosage of opioid 
prescriptions, widely implemented nationwide, have had well-documented consequences of negatively 
impacting chronic pain patients and even being blamed for suicides by chronic pain patients unable to get 
adequate pain relief.70,71 
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Publishing state monitoring, evaluation and other assessment results informs the national evidence base on 
OUD and SUD interventions which state and federal offcials can use when setting new policy and budget 
priorities. States with SUD 1115 waivers are required as a condition of their waivers to conduct ongoing 
monitoring, and do summative evaluations, following detailed CMS requirements. The framework that 
states put into place to meet demonstration monitoring and evaluation requirements can in many cases be 
leveraged to measure the impacts of non-waiver SUD policies. 

Exhibit 14. Monitoring Versus Evaluation 

Monitoring entails review of information on an immediate and ongoing basis. It is used to determine 
how an intervention is unfolding, and whether policies should be tweaked to address unintended 
consequences or facilitate smoother implementation. Monitoring usually looks at descriptive 
statistics, and is typically done by program staff. 

Evaluation is done at set intervals, often the midpoint and end of a demonstration program, or yearly 
for other types of interventions. It is used to determine whether hypotheses about impacts have 
occurred, and to assess whether impacts can be attributed to the intervention after controlling for 
other factors. It is often done by independent outside entities, but may also be done by program staff, 
and uses more rigorous methodologies such as regression modeling. 

Source: Boozang, Patricia, Bachrach, Debra, and Grady, April, “Monitoring and Evaluation Work and Community Engagement Requirements in Medicaid: Data 
Assets, Infrastructure and Other Considerations for States,” Manatt Health, February 2019, https://www.manatt.com/getattachment/bde310d2-c679-4991-a1bd-
11e726368d55/attachment.aspx. 

Implementation Strategy 3.1: Develop, and Implement, 
a Monitoring Plan 
State Medicaid agencies can implement monitoring, using descriptive statistics to review trends over time, 
to assess the overall performance of the Medicaid program in relation to OUDs. Monitoring can also be used 
to gain early insights into the impact of Medicaid strategies to address SUD, such as if ED visit rates for SUDs 
decrease after an ED diversion program is implemented. 

CMS guidance on SUD 1115 demonstration monitoring includes a robust set of required and recommended 
monitoring metrics developed by CMS in collaboration with states and SUD subject matter experts. The 
metrics use many standard measures, such as those endorsed by the National Quality Forum and the 
Medicaid Child and Adult Core Set, and can all be calculated using Medicaid administrative data. These 
measures are an appropriate list from which state offcials can choose to monitor a wide variety of SUD and 
OUD policies.72 Examples of SUD 1115 waiver monitoring metrics include:73 

• Number of benefciaries receiving MAT 

• Initiation and engagement of alcohol and other drug abuse or dependence treatment, for all individuals 
with SUD, and for people with OUD (CMS Adult Core Set Measure) 

• Concurrent use of opioids and benzodiazepines (CMS Adult Core Set Measure) 
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• Continuity of pharmacotherapy for opioid use disorder 

• ED visits for SUD per 1,000 benefciaries 

• Overdose death rate 

Once states defne key metrics, they can set up standard reports run at regular intervals (such as quarterly) to 
measure and compare results over time. States should also consider specifc reports for special populations 
(pregnant women, adolescents, people with an IDD), as well as regional metric reports. These reports can be 
reviewed to assess impacts of policies and potential issues with their implementation. For example, if there 
is a sudden decline in the number of Medicaid enrolled benefciaries receiving MAT, offcials may investigate 
potential causes such as a drop in the number of providers offering MAT, closure of a key SUD provider, or 
changes to MCO policies that create barriers MAT. 

Action Steps 

• Develop a monitoring plan by selecting metrics for monitoring Medicaid’s overall performance fghting the 
SUD and OUD epidemics, leveraging Monitoring Metrics for 1115 SUD Waivers. Create and run quarterly 
reports or create a dashboard, looking at trends over time and with break-outs for key subpopulations 
and regions. 

• Use lessons learned from monitoring metrics and evaluations to modify current policies and programs, 
and to inform future planning. 

State Examples 

• North Carolina. The state’s Opioid Action Plan Data Dashboard is used for ongoing monitoring of goals 
outlined in the state’s Opioid Action Plan. The dashboard provides visualizations of each metric, displaying 
rates at the county level, on 13 measures including opioid overdose deaths, ED visits for opioid overdoses, 
concurrent benzodiazepine and opioid prescriptions, and the number of buprenorphine prescriptions (see 
Exhibit 15 below). The dashboard is very timely; as of August 2019, 2019 Q1 data were available for many 
of the measures. The dashboard’s detailed technical notes on the methodology behind the measures, 
along with contextual text displayed alongside the visualizations, make the dashboard easy to use and 
understand.74 

Manatt Health   manatt.com  28 

https://www.medicaid.gov/medicaid/section-1115-demo/downloads/evaluation-reports/sud-monitoring-metrics.pdf
https://injuryfreenc.shinyapps.io/OpioidActionPlan/
https://files.nc.gov/ncdhhs/NC%20Opioid%20Action%20Plan%208-22-2017.pdf
http:manatt.com
http:understand.74


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

 
 
 

 
 

 
 

 
 
 

 

 
 
 

 

Exhibit 15. Visualization From North Carolina’s Opioid Action Plan Data Dashboard 

Source: “NC Opioid Action Plan Data Dashboard,” North Carolina Department of Health and Human Services, https://injuryfreenc.shinyapps.io/OpioidActionPlan/. 

Implementation Strategy 3.2: Partner With Foundations and 
Academic Researchers to Fund and Conduct Evaluations of SUD 
Program Interventions 
States can seek partnerships with foundations and academic researchers to evaluate their non-waiver SUD 
interventions. Evaluation will provide states with more in-depth analysis, and make it possible to draw 
conclusions about causes and effects. Evaluations aim to determine if specifc, desired or hypothesized 
outcomes related to a particular policy have been achieved. By using rigorous, science-based methodologies, 
evaluation aims to determine if a given policy or program had a particular impact. For example, when 
considering the number of ED visits per 1,000 members for monitoring purposes, state offcials may look 
to see if this measure trends downward. In considering the same measure in an evaluation, researchers 
would seek to determine whether a particular intervention led to a reduction in ED visits by using either a 
control group or other statistical methods that control for other factors impacting the number of ED visits. 
By partnering with academic researchers to conduct robust evaluations of selected state policy changes to 
fght SUD and OUD, and sharing these results, state offcials will have stronger evidence of which policies are 
working than can be determined by monitoring alone. 

States that partner with universities on evaluation or research can participate in learning and research 
networks that help support state-university partnerships. The State University Partnership Learning Network 
(SUPLN), managed by AcademyHealth with support from the Patient-Centered Outcomes Research Institute, 
facilitates peer-to-peer learning and dialogue among state-university partnerships through meetings and 

Manatt Health   manatt.com  29 

https://injuryfreenc.shinyapps.io/OpioidActionPlan/
http:manatt.com


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

 
 

 
 
 

 
 

 
 

 
 

 
 

  

  

  
 

 
 

 
 

 

bimonthly web conferences with the goal of improving the cost and quality of care of the Medicaid program. 
Twenty-seven partnerships across 23 states currently participate.75 Participating partnerships must draft 
or have a contract/interagency agreement that spans at least one year between a state or state-related 
university research center and a state Medicaid agency and/or any state governmental entity that works on 
the Triple Aim with Medicaid as a principal partner.76 The Medicaid Outcomes Distributed Research Network 
(MODRN) is a new initiative developed by members of SUPLN and the Medicaid Medical Director Network. 
Under MODRN, each state-university partnership adopts a common data model, contributes to a common 
analytic plan, and conducts analyses locally on their own Medicaid data using standardized code developed 
by the data coordinating center. Finally, the state-university partners provide aggregate results, not data, to 
the data coordinating center, which synthesizes the aggregate fndings from multiple states for reporting. 
MODRN’s frst project assessed OUD treatment quality and outcomes in Medicaid, working with nine 
states (KY, MD, MI, NC, OH, PA, VA, WV and WI) to inform policy decisions on coverage of OUD treatments 
in Medicaid. MODRN analyzed 20 access, quality and outcomes measures, and found there is signifcant 
variation in access and quality of treatment for OUD across Medicaid programs.77 

Action Steps 

• Explore partnerships with foundations and academic researchers to fund and conduct evaluations of SUD 
and OUD program interventions to build the evidence related to effcacy of various strategies. 

• Consider joining cross-state learning and research networks to engage in peer-to-peer learning with other 
state offcials, and contribute to the evidence base on the Medicaid program. 

State Example 

• Vermont. The Vermont Center on Behavior and Health, at the University of Vermont conducted an 
evaluation of Vermont’s Hub and Spoke System. The evaluation was funded through CDC and SAMHSA 
grants, and used a mix of qualitative and quantitative methods. Evaluation fndings included that the 
Hub-and-Spoke system has expanded access to MAT, and participation in MAT was associated with a 
large reduction in ED visits and overdoses. The evaluation also provided recommendations on areas for 
improvement, including increasing access to MAT in spokes, increasing access to mental health services, 
and developing an addiction workforce plan for Vermont to address high turnover among counselors 
at hubs.78 
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The Opioid Epidemic: A National Snapshot 

Table 1. Number of Opioid Overdose Deaths, and Rates per 100,000, by State CY 2016 and 2017 
2016 2017 

State Number Rate Number Rate 
AK – 12.5 – 13.9 * 
AL – 7.5 – 9.0 * 
AR 769 11.4 928 13.5 
AZ 94 12.5 102 13.9 
CA 2,012 4.9 2,199 5.3 
CO 536 9.5 578 10.0 
CT 855 24.5 955 27.7 
DC 209 30.0 244 34.7 
DE – 16.9 – 27.8 
FL – 14.4 – 16.3 * 
GA 918 8.8 1,014 9.7 
HI 77 5.2 53 3.4 
IA 183 6.2 206 6.9 
ID – 7.4 – 6.2 * 
IL 1,947 15.3 2,202 17.2 
IN – 12.6 – 18.8 * 
KS – 5.1 – 5.1 * 
KY 989 23.6 1,160 27.9 
LA 7.7 9.3 * 
MA 1,990 29.7 1,913 28.2 
MD 1,821 29.7 1,985 32.2 
ME 301 25.2 360 29.9 
MI 1,762 18.5 2,033 21.2 
MN 396 7.4 422 7.8 
MO 914 15.9 952 16.5 
MS – 6.2 – 6.4 * 
MT – 4.2 – 3.6 * 
NC 1,506 15.4 1,953 19.8 
ND 7.6 4.8 * 
NE 2.4 3.1 * 
NH 437 35.8 424 34.0 
NJ – 16.0 – 22.0 * 
NM 349 17.5 332 16.7 
NV 408 13.3 412 13.3 
NY 3,009 15.1 3,224 16.1 
OH 3,613 32.9 4,293 39.2 
OK 444 11.6 388 10.2 
OR 312 7.6 344 8.1 
PA 18.5 21.2 * 
RI 279 26.7 277 26.9 
SC 628 13.1 749 15.5 
SD – 5.0 – 4.0 
TN 1,186 18.1 1,269 19.3 
TX 1,375 4.9 1,458 5.1 
UT 466 16.4 456 15.5 
VA 1,130 13.5 1,241 14.8 
VT 101 18.4 114 20.0 
WA 709 9.4 742 9.6 
WI 866 15.8 926 16.9 
WV 733 43.4 833 49.6 
WY – 8.7 – 8.7 * 

Primary Source: CDC, “Drug and Opioid-Involved Overdose Deaths - United States 2013-2017, Morbidity and Mortality Weekly Report,” January 4, 2019, https:// 
www.cdc.gov/mmwr/volumes/67/wr/mm675152e1.htm?s_cid=mm675152e1_w#T1_down. 

* Data were not available in the primary source. Statistic is based on Kaiser Family Foundation analysis of Centers for Disease Control and Prevention (CDC), 
National Center for Health Statistics. Multiple Cause of Death 1999-2017 on CDC WONDER Online Database, released 2018. Data are from the Multiple Cause of 
Death Files, 1999–2017, as compiled from data provided by the 57 vital statistics jurisdictions through the Vital Statistics Cooperative Program. 
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Table 2. Ranking of 2017 Opioid Overdose Deaths per 100,000 
Rank State Rate 

1 WV 49.6 
2 OH 39.2 
3 DC 34.7 
4 NH 34.0 

MD 32.2 
6 ME 29.9 
7 MA 28.2 
8 KY 27.9 
9 DE 27.8 

CT 27.7 
11 RI 26.9 
12 NJ 22.0* 
13 MI 21.2 
14 PA 21.2* 

VT 20.0 
16 NC 19.8 
17 TN 19.3 
18 IN 18.8* 
19 IL 17.2 

WI 16.9 
21 NM 16.7 
22 MO 16.5 
23 FL 16.3* 
24 NY 16.1 

SC 15.5 
26 UT 15.5 
27 VA 14.8 
28 AK 13.9* 
29 AZ 13.9 

AR 13.5 
31 NV 13.3 
32 OK 10.2 
33 CO 10.0 
34 GA 9.7 

WA 9.6 
36 LA 9.3* 
37 AL 9.0* 
38 WY 8.7* 
39 OR 8.1 

MN 7.8 
41 IA 6.9 
42 MS 6.4* 
43 ID 6.2* 
44 CA 5.3 

KS 5.1* 
46 TX 5.1 
47 ND 4.8* 
48 SD 4.0 
49 MT 3.6* 

HI 3.4 
51 NE 3.1* 

Primary Source: CDC, “Drug and Opioid-Involved Overdose Deaths - United States 2013-2017, 
Morbidity and Mortality Weekly Report,” January 4, 2019, 
https://www.cdc.gov/mmwr/volumes/67/wr/mm675152e1.htm?s_cid=mm675152e1_w#T1_down. 

* Data were not available in the primary source. Statistic is based on Kaiser Family Foundation analysis of Centers for Disease Control and Prevention (CDC), 
National Center for Health Statistics. Multiple Cause of Death 1999-2017 on CDC WONDER Online Database, released 2018. Data are from the Multiple Cause of 
Death Files, 1999–2017, as compiled from data provided by the 57 vital statistics jurisdictions through the Vital Statistics Cooperative Program. 
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Table 3. States With Medicaid Prior Authorization Requirements for Medications for Opioid Use 
Disorders, 2016–2017 

State 
Oral 

Naltrexone 
Extended Release 

Naltrexone Buprenorphine 
Implantable 

Buprenorphine 
Extended Release 

Buprenorphine 
Buprenorphine 

Naloxone Methadone 

Total States 
With Prior 
Authorization 
Requirements 7 18 39 26 25 30 3 
Total States Without 
Prior Authorization 
Requirements 40 26 12 3 7 21 3 
Total Unknown 4 7 0 22 19 0 45 
AK X X – X – 
AL X X X – 
AR X – X – – X – 
AZ – – – 
CA – 
CO X X – X X – 
CT – – X 
DC X X X X – 
DE X – – 
FL X X – – X – 
GA – – – 
HI – – – – 
IA – X – – X – 
ID X X X X X X – 
IL – 
IN X – X X – 
KS X X – – 
KY X X X X X – 
LA X X X – – 
MA X X X X – 
MD X – X – 
ME X X X X X 
MI X X X X – 
MN X X X X X – 
MO X X X X X X – 
MS X X X – 
MT – X X – – X – 
NC X X X 
ND X X X X X – 
NE – X – – – 
NH X X X X – 
NJ – X X 
NM X X X – 
NV X X X – – X – 
NY X X X X – 
OH X X X X X – 
OK – – X X – X – 
OR X – – – 
PA X X X X – 
RI X X X 
SC X X – 
SD – – X – – X – 
TN X X X – – X – 
TX X X – – X – 
UT X X – X – 
VA X X X – 
VT X X X – 
WA X X X – 
WI X – X X – 
WV – X – X X 
WY X – – X – 

Source: SAMHSA, “Medicaid Coverage of Medication-Assisted Treatment for Alcohol and Opioid Use Disorders and of Medication for the Reversal of Opioid 
Overdose,” 2018, https://store.samhsa.gov/product/Medicaid-Coverage-of-Medication-Assisted-Treatment-for-Alcohol-and-Opioid-Use-Disorders-and-of-
Medication-for-the-Reversal-of-Opioid-Overdose/SMA18-5093. 

Notes: Entries that are blank mean policies could clearly be determined, and prior authorization is not required. Entries with a dash indicate unknown; these are 
cases where policies were unclear in available documentation. In states with MCOs, the table is based on review of one MCO formulary in each state. In states 
without a unifed formulary (where all MCOs and FFS follow a state-specifed formulary), prior authorization policies may vary across MCOs, and this information is 
not captured. 

Manatt Health   manatt.com  33 

https://store.samhsa.gov/product/Medicaid-Coverage-of-Medication-Assisted-Treatment-for-Alcohol-and-Opioid-Use-Disorders-and-of-Medication-for-the-Reversal-of-Opioid-Overdose/SMA18-5093
https://store.samhsa.gov/product/Medicaid-Coverage-of-Medication-Assisted-Treatment-for-Alcohol-and-Opioid-Use-Disorders-and-of-Medication-for-the-Reversal-of-Opioid-Overdose/SMA18-5093
http:manatt.com


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

   

  

   

 
  

   

  

 
  

 
  

 
 

 

 
  

  

  

  

- -
- 

Table 4. Other State Medicaid Restrictions on Medications for Opioid Use Disorders, 
2016–2017 

State 
Oral 
Naltrexone 

Extended 
Release 
Naltrexone Buprenorphine 

Implantable 
Buprenorphine 

Extended 
Release 
Buprenorphine 

Buprenorphine 
Naloxone Methadone 

AK Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy Quantity Limits 
or Maximum 
Daily Doses 

AL Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

AR Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

AZ 

CA 

CO Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

CT Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

DC Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

DE Quantity 
Limits or 
Maximum 
Daily Doses 

Step 
Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

FL Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

GA Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

HI 

IA Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

ID Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Step Therapy Step Therapy Quantity Limits 
or Maximum 
Daily Doses 

IL Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 
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Table 4. Other State Medicaid Restrictions on Medications for Opioid Use Disorders, 
2016–2017 

State 
Oral 
Naltrexone 

Extended 
Release 
Naltrexone Buprenorphine 

Implantable 
Buprenorphine 

Extended 
Release 
Buprenorphine 

Buprenorphine 
Naloxone Methadone 

IN Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

KS Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

KY Quantity 
Limits or 
Maximum 
Daily Doses 

Step 
Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

LA Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

MA Step Therapy Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

MD Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

ME Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Step Therapy Step Therapy Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits or 
Maximum Daily 
Doses 

Lifetime Limit 

MI Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

MN Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

MO Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

MS Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

MT Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 
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Table 4. Other State Medicaid Restrictions on Medications for Opioid Use Disorders, 
2016–2017 

State 
Oral 
Naltrexone 

Extended 
Release 
Naltrexone Buprenorphine 

Implantable 
Buprenorphine 

Extended 
Release 
Buprenorphine 

Buprenorphine 
Naloxone Methadone 

NC Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

ND Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

NE Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

NH Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

NJ Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

NM Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

NV Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

NY Step 
Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Lifetime Limit 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

OH Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

OK Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

OR Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

PA Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

RI 
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Table 4. Other State Medicaid Restrictions on Medications for Opioid Use Disorders, 
2016–2017 

State 
Oral 
Naltrexone 

Extended 
Release 
Naltrexone Buprenorphine 

Implantable 
Buprenorphine 

Extended 
Release 
Buprenorphine 

Buprenorphine 
Naloxone Methadone 

SC Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

SD Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

TN Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

TX Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

UT Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

VA Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

VT Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

WA Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

WI 

WV Quantity 
Limits or 
Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

Quantity Limits 
or Maximum 
Daily Doses 

WY Quantity Limits 
or Maximum 
Daily Doses 

Step Therapy 

Quantity Limits 
or Maximum 
Daily Doses 

Source: SAMHSA, “Medicaid Coverage of Medication-Assisted Treatment for Alcohol and Opioid Use Disorders and of Medication for the Reversal of Opioid 
Overdose,” 2018, https://store.samhsa.gov/product/Medicaid-Coverage-of-Medication-Assisted-Treatment-for-Alcohol-and-Opioid-Use-Disorders-and-of-
Medication-for-the-Reversal-of-Opioid-Overdose/SMA18-5093. 

Note: In states with MCOs, the table is based on review of one MCO formulary in each state. In states without a unifed formulary (where all MCOs and FFS follow a 
state-specifed formulary), prior authorization policies may vary across MCOs, and this information is not captured. 
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Table 5. States With Medicaid Prior Authorization Requirements for Naloxone, 2016–2017 
State Naloxone Narcan 

Total With Prior Authorization Requirements 3 6 

Total Without Prior Authorization Requirements 43 40 

Total Unknown 5 5 

AK – – 

AL 

AR 

AZ 

CA 

CO 

CT 

DC 

DE 

FL 

GA X 

HI – 

IA 

ID X X 

IL 

IN 

KS 

KY X X 

LA 

MA 

MD 

ME X 

MI 

MN 

MO 

MS 

MT 
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Table 5. States With Medicaid Prior Authorization Requirements for Naloxone, 2016–2017 
State Naloxone Narcan 

NC 

ND 

NE 

NH 

NJ 

NM X 

NV 

NY 

OH 

OK – – 

OR X 

PA 

RI 

SC 

SD 

TN – X 

TX 

UT – – 

VA 

VT 

WA 

WI 

WV 

WY – – 

Source: SAMHSA, “Medicaid Coverage of Medication-Assisted Treatment for Alcohol and Opioid Use Disorders and of Medication for the Reversal of Opioid 
Overdose,” 2018, https://store.samhsa.gov/product/Medicaid-Coverage-of-Medication-Assisted-Treatment-for-Alcohol-and-Opioid-Use-Disorders-and-of-
Medication-for-the-Reversal-of-Opioid-Overdose/SMA18-5093. 

Notes: Entries with a dash indicate unknown. These are cases where policies were unclear in available documentation. In states with MCOs, the table is based on 
review of one MCO formulary in each state. In states without a unifed formulary (where all MCOs and FFS follow a state-specifed formulary), prior authorization 
policies may vary across MCOs, and this information is not captured. 
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Table 6. Medicaid Enrollment Policies for Criminal Justice Involved Populations, FY 2019 

State 

Outreach Prior to Release Eligibility Suspension Instead of Termination 

Jail Prison Jail Prison 

Total 34 39 36 38 

AK X X X X 

AL X X X X 

AR X X X X 

AZ X X X X 

CA X X X X 

CO X X X X 

CT X X X X 

DC X X X N/A 

DE X X X X 

FL X X 

GA 

HI X X 

IA X X X 

ID 

IL X X 

IN X X X X 

KS X X 

KY X X X X 

LA X X X X 

MA X X X X 

MD X X X X 

ME X X 

MI X X X X 

MN 

MO X X 

MS X X 
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Table 6. Medicaid Enrollment Policies for Criminal Justice Involved Populations, FY 2019 

State 

Outreach Prior to Release Eligibility Suspension Instead of Termination 

Jail Prison Jail Prison 

MT X X X X 

NC X 

ND X 

NE X X 

NH X X X X 

NJ X X X X 

NM X X X X 

NV X X X X 

NY X X X X 

OH X X X 

OK 

OR X X X X 

PA X X X X 

RI X X X X 

SC X X X X 

SD X X 

TN X X 

TX X X 

UT X X 

VA X X X X 

VT X X 

WA X X X X 

WI X X 

WV X X X X 

WY 

Source: Kaiser Family Foundation, “States Focus on Quality and Outcomes Amid Waiver Changes: Results from a 50-State Medicaid Budget Survey for State Fiscal 
Years 2018 and 2019, Table 3: Corrections-Related Enrollment Policies In All 50 States And DC, In Place In FY 2018 And Actions Taken In FY 2019,” October 25, 2018, 
https://www.kff.org/report-section/states-focus-on-quality-and-outcomes-amid-waiver-changes-eligibility-and-premiums/. 

Manatt Health   manatt.com  41 

https://www.kff.org/report-section/states-focus-on-quality-and-outcomes-amid-waiver-changes-eligibility-and-premiums/
http:manatt.com


Using Medicaid to Advance Evidence-Based Treatment of Substance Use Disorders:
A Toolkit for State Medicaid Leaders

   

 
 

 
 

 

 

  
 

 

 
 

 
 

 
 

 

 
 

 
 

 
 

 

  
 
 
 

 
 

 
 

 
 

 

  

 

 
 

 
 

  
 

 

 

 

 

 

 

-
-

Table 7. Medicaid Health Home Programs Targeting Individuals With an OUD 

State 
OUD Related Target 
Population Providers 

Opt-in/ 
Opt out? 

Payment 
Methodology Target Area 

MD Individuals with opioid SUD and 
the risk of developing another 
chronic condition 

Psychiatric 
rehabilitation 
programs, mobile 
treatment service 
providers and opioid 
treatment programs 

Opt-in 
enrollment 

PMPM 

Plus, one-time 
initial intake 
assessment 
payment 

Statewide 

ME Individuals with opioid SUD and 
the risk of developing another 
chronic condition including 
a mental health condition, 
substance use disorder, tobacco 
use, diabetes, heart disease, 
BMI >25, COPD, hypertension, 
hyperlipidemia, developmental and 
intellectual disorders, circulatory 
congenital abnormalities, asthma, 
acquired brain injury, or seizure 
disorders 

Multidisciplinary team 
of providers, including 
a clinical team lead, 
medication-assisted 
treatment prescriber, 
nurse care manager, 
opioid dependency 
clinical counselor and 
peer recovery coach 

Opt-in PMPM Statewide 

MI Individuals with opioid use 
disorder at risk for any of the 
following chronic conditions: 
depression, anxiety, diabetes, 
heart disease, COPD, hypertension, 
asthma, HIV/AIDS, hepatitis, PTSD, 
schizophrenia, bipolar disorder, 
ADHD, alcohol use disorder, 
tobacco use disorder, other drug 
use disorders 

Opioid treatment 
program (OTP) and 
offce-based opioid 
treatment (OBOT) 
providers 

Opt-out FFS Targeted to 21 
counties 

RI Individuals with opioid 
dependence currently receiving or 
who meet criteria for medication-
assisted treatment 

Opioid treatment 
programs licensed 
by the Department of 
Behavioral Healthcare, 
Developmental 
Disabilities and 
Hospitals as 
Behavioral Healthcare 
Organizations 

Opt-out Weekly FFS 
per member 
payment 

Statewide 

VT Individuals with opioid 
dependency as defned by the 
DSM-IV-TR criteria and at risk for 
developing other drug or alcohol 
dependency or co-occurring 
mental health conditions, 
especially depression and anxiety, 
affective disorders, or PTSD 

Opt-out Hub Health 
Homes: Monthly 
bundled rate per 
member 

Spoke Health 
Homes: PMPM 

Statewide 

Sources: Centers for Medicare and Medicaid Services, “Medicaid Health Homes: An Overview,” March 2019, https://www.medicaid.gov/state-resource-center/ 
medicaid-state-technical-assistance/health-home-information-resource-center/downloads/hh-overview-fact-sheet.pdf; Centers for Medicare and Medicaid 
Services, “Medicaid Health Homes SPA Overview,” March 2019, https://www.medicaid.gov/state-resource-center/medicaid-state-technical-assistance/health-
home-information-resource-center/downloads/hh-spa-overview.pdf; Centers for Medicare and Medicaid Services, “State by State Health Home State Plan 
Amendment Matrix,” March 2019, https://www.medicaid.gov/state-resource-center/medicaid-state-technical-assistance/health-home-information-resource-center/ 
downloads/state-hh-spa-at-a-glance-matrix.pdf. 
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Table 8. Medicaid IMD Waivers for SUD and MH 

State Waiver Status 

Waiver of IMD Exclusion 

SUD MH 
AK Approved X 

AZ Under CMS review X X 

CA Approved X 

DC Under CMS review X X 

DE Approved X 

FL Approved 

HI Approved 

IL Approved X 

IN Approved X 

KS Approved X 

KY Approved X 

LA Approved X 

MA Approved X X 

MD Approved X 

MI Approved X 

MN Approved X 

MO Approved 

NC Approved X 

NE Approved X 

NH Approved X 

NJ Approved X 

NM Approved X 

NY Approved 

OH Under CMS review X 

PA Approved X 

RI Approved X 

TN Under CMS review X 

UT Approved X 

VA Approved; extension request under CMS review X 

VT Approved X X 

WA Approved X 

WI Approved X 

WV Approved; amendment under CMS review X 

Sources: Manatt Research Using 1115 Waiver Fact Sheets and Demonstration Approval Letters (Updated 8/13/2019). 
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Table 9. Number and Percent of SUD Facilities Participating in Medicaid, by State, 2017 

State Total 
Participate in Medicaid 

Number Percent 
Total 13,481 8,668 64% 
AK 89 71 80% 
AL 129 78 60% 
AR 118 47 40% 
AZ 341 220 65% 
CA 1,311 461 35% 
CO 381 216 57% 
CT 210 180 86% 
DC 27 22 81% 
DE 34 31 91% 
FL 668 254 38% 
GA 292 145 50% 
HI 168 47 28% 
IA 163 145 89% 
ID 124 106 85% 
IL 633 330 52% 
IN 305 184 60% 
KS 182 131 72% 
KY 359 232 65% 
LA 136 85 63% 
MA 351 263 75% 
MD 387 292 75% 
ME 199 163 82% 
MI 456 321 70% 
MN 356 187 53% 
MO 257 174 68% 
MS 89 59 66% 
MT 70 57 81% 
NC 472 317 67% 
ND 71 30 42% 
NE 125 103 82% 
NH 67 53 79% 
NJ 344 209 61% 
NM 136 114 84% 
NV 77 59 77% 
NY 842 737 88% 
OH 409 358 88% 
OK 191 137 72% 
OR 226 191 85% 
PA 502 410 82% 
RI 48 42 88% 
SC 108 69 64% 
SD 58 34 59% 
TN 217 137 63% 
TX 431 246 57% 
UT 239 110 46% 
VA 223 144 65% 
VT 42 40 95% 
WA 396 267 67% 
WI 273 235 86% 
WV 102 84 82% 
WY 47 41 87% 

Source: Manatt analysis of National Survey of Substance Abuse Treatment Services 2017 data. 
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Table 10. Number and Percent of Medicaid Participating Outpatient and Residential SUD Facilities 
Providing MAT, by State, 2017 

State 

Provide Outpatient Treatment Provide Residential (Non hospital) 

Total 

Provide Any MAT 

Total 

Provide Any MAT 

Number Percent Number Percent 

Total 7,440 3,070 41% 1,554 722 46% 

AK 59 18 31% 22 5 23% 

AL 64 22 34% 10 0 0% 

AR 41 2 5% 6 2 33% 

AZ 176 62 35% 48 15 31% 

CA 387 168 43% 90 25 28% 

CO 201 81 40% 23 14 61% 

CT 146 87 60% 33 20 61% 

DC 18 9 50% 7 3 43% 

DE 29 18 62% 3 3 100% 

FL 219 84 38% 55 35 64% 

GA 125 20 16% 23 6 26% 

HI 40 10 25% 10 2 20% 

IA 131 23 18% 31 14 45% 

ID 105 14 13% 4 0 0% 

IL 303 108 36% 60 30 50% 

IN 170 77 45% 11 9 82% 

KS 123 30 24% 21 4 19% 

KY 209 64 31% 34 14 41% 

LA 59 20 34% 27 10 37% 

MA 206 128 62% 45 24 53% 

MD 271 152 56% 38 20 53% 

ME 145 40 28% 16 6 38% 

MI 285 80 28% 60 22 37% 

MN 144 35 24% 67 27 40% 

MO 161 76 47% 44 26 59% 

MS 44 6 14% 14 4 29% 
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Table 10. Number and Percent of Medicaid Participating Outpatient and Residential SUD Facilities 
Providing MAT, by State, 2017 

State 

Provide Outpatient Treatment Provide Residential (Non hospital) 

Total 

Provide Any MAT 

Total 

Provide Any MAT 

Number Percent Number Percent 

MT 51 13 25% 10 3 30% 

NC 273 108 40% 40 13 33% 

ND 27 13 48% 14 6 43% 

NE 84 14 17% 29 9 31% 

NH 46 27 59% 13 5 38% 

NJ 193 97 50% 17 10 59% 

NM 108 39 36% 12 3 25% 

NV 56 20 36% 16 4 25% 

NY 556 447 80% 129 91 71% 

OH 321 167 52% 72 38 53% 

OK 125 30 24% 19 4 21% 

OR 173 34 20% 30 14 47% 

PA 302 165 55% 115 82 71% 

RI 35 28 80% 11 9 82% 

SC 59 11 19% 9 4 44% 

SD 30 6 20% 5 0 0% 

TN 133 45 34% 27 9 33% 

TX 207 47 23% 52 17 33% 

UT 97 40 41% 18 7 39% 

VA 129 61 47% 17 12 71% 

VT 35 24 69% 5 4 80% 

WA 226 59 26% 51 19 37% 

WI 216 88 41% 14 6 43% 

WV 62 38 61% 19 6 32% 

WY 35 15 43% 8 7 88% 

Source: Manatt analysis of National Survey of Substance Abuse Treatment Services 2017 data. 
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1 Introduction 

The United States spends 18 percent of GDP on health care, and, at 6% of GDP, federal health 

spending represents a quarter of the federal budget.  With baby-boomers reaching retirement age 

and the continuing development of expensive new medical treatments, the Congressional Budget 

Office (CBO) projects a more than doubling of Medicare spending in the next decade, from $711 

billion in 2018 to $1.5 trillion in 2029 (CBO, 2019). Recent proposals to extend Medicare to new 

populations – ranging from lowering the eligibility age to “Medicare for All” – further raise the 

stakes of using the current Medicare program structure for government-funded health insurance. 

Most countries face similar pressures arising from an aging population and medical 

technology growth, but the traditional Medicare program has specific features that distinguish it 

from many other insurance plans. It provides a uniform benefit to all enrollees that places few 

limits on the scope of coverage, even for unproven technologies.  By contrast, many countries such 

as England limit access to new treatments and technologies based explicitly or implicitly on 

estimates of cost-effectiveness (e.g., Thorlby and Arora, 2019). Unlike most employer-sponsored 

commercial plans, the traditional fee-for-service Medicare also has no network restrictions on 

providers, nor (with the wrap-around plans held by most enrollees) significant deductibles or 

copayments. 

In this paper, we focus on the design of the current Medicare program for the elderly to assess 

its tradeoffs and provide insights about the implications of using it as a foundation for expanding 

coverage.  We first ask about the efficiency and equity tradeoffs involved with its current generous, 

uniform design. Second, we address the question of how rising income inequality, ongoing 

medical technology innovation, and the budget pressures imposed by an aging population affect 

the efficiency of the current benefit structure. Finally, we examine the effects of an alternative, 

non-uniform benefit structure on economic efficiency and equity. 

To study these questions, we build on a rich literature in health economics and social insurance 

design to develop a simple economic model of Medicare that incorporates income inequality, 

medical technology growth, and distortionary taxes.1  The model allows us to assess how the 

1 It is worth noting that our model abstracts from many aspects of the complex US health care system, including 
consolidated provider and insurance markets, inefficiencies in insurance and payment design, imperfect patient 
information, and of the underuse and overuse of health care treatments.  There are many potentially productive reforms 
across these dimensions that complement the fundamental Medicare reform described here. 
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welfare consequences of Medicare’s uniform benefit structure have evolved, as well as the welfare 

effects of potential alternative public insurance designs. We derive predictions using both a 

stylized graphical framework and simulations from a calibrated version of the model.  

The model suggests that while Medicare’s uniform benefit has the advantages of simplicity 

and lower administrative costs, it also comes with a cost of uniformity. While high-income 

households would likely prefer a very generous plan, low-income households would likely prefer 

lower health care spending and higher take-home pay or more generous non-medical benefits such 

as food stamps or housing assistance (Baicker, 2001). A uniform program pools everyone into the 

same plan, creating an inefficiency due to mismatch between the public benefit and privately 

optimal generosity. This cost of uniformity is closely related to the standard efficiency loss from 

in-kind transfers relative to cash transfers (Currie and Gahvari, 2008), but it remains in our model 

that includes an explicit role for in-kind transfers to provide more equitable access to health care. 

Our central argument is that three macro trends have increased this cost of uniformity 

appreciably since Medicare’s creation in 1965. First, income inequality has risen substantially 

(Piketty and Saez, 2014). Rising inequality leads to growing divergence between rich and poor in 

willingness (and ability) to pay for generous medical care. Second, there have been dramatic 

innovations in medical technology: there was much less health care available to buy in the 1960s, 

and even advanced technologies of the day were relatively inexpensive. Third, average marginal 

tax rates have increased from less than 25% in 1965 to 30% in 2012 (Mertens and Olea, 2018), 

commensurately increasing the deadweight loss (or economic cost) associated with publicly 

financed benefits – a trend that will likely continue with the budget pressures from population 

aging (Baicker, Shepard, and Skinner, 2013).  

These changes imply that demand among the rich for generous medical care increasingly 

diverges from what a uniform public system can afford to fund. While a universal, generous 

Medicare program may have been efficient in 1965 when options for treatment were both limited 

and relatively inexpensive, tax rates were lower, and income more evenly distributed, the 

efficiency cost of maintaining uniform coverage has grown over time.  The current benefit design 

thus may not be a sustainable foundation upon which to expand public health insurance. 

We describe an alternative insurance benefit design in which the government provides basic 

insurance but allows higher-income households to “top up” by purchasing additional coverage for 

additional services.  (Medicare does have in place supplemental “Medigap” plans, but these are 
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primarily designed to cover copayments and deductibles, rather than cover additional services.) 

The basic plan is intended to be similar to public insurance provided in many other countries – 

with low patient copayments and deductibles but with more modest provider payment rates and 

with coverage of treatments restricted to those with proven effectiveness relative to lower-cost 

alternatives. 

Supplemental “top-up” plans are also common in other countries. Governments often 

underwrite a basic insurance plan (or mandate the purchase of regulated and subsidized private 

plans), but then allow households to add on private supplemental insurance.2 For example, while 

Swiss citizens are required by law to have basic health insurance, discretionary private insurance 

accounts for about one-third of total health care spending (Sturny, 2019). In Australia, private 

insurance offers access to a wider choice of hospitals and faster access to discretionary services 

(Glover, 2019), while in England 10.5 percent of the population opts for private health insurance 

coverage (Thorlby and Arora, 2019). 

Our calibrated model suggests that switching from a uniform Medicare benefit to a top-up 

structure could generate substantial cost reductions and efficiency gains in the long term.  The 

distributional implications of such a policy change would depend on the alternative uses to which 

the resources saved on public insurance would be devoted.  Many European countries spend 

substantially more on other social insurance programs than the U.S., and some of those non-

medical programs themselves are likely to yield health benefits (e.g. Bradley and Taylor, 2013; 

Baicker et al., 2012; Papanicolas et al., 2019).  We show in the model that there exists a 

redistribution of the “Medicare dividend” that would raise wellbeing across all income groups. 

Our analysis of uniform versus top-up designs for public health insurance is related to other 

work on the implications of in-kind subsidy design. The seminal work of Peltzman (1973) derives 

the budget set implications of an in-kind subsidy that cannot be topped up (as with free access to 

public schools, or uniform Medicare in our model) versus a voucher-like subsidy that allows for 

top up. A subsequent literature has applied these insights to a broad range of applications. In health 

care, these applications include the crowd-out effects of public insurance expansions (Cutler and 

Gruber, 1996), employer insurance subsidy design (Enthoven and Kronick, 1989), and medical 

2 Some countries like Germany allow citizens to “opt out” of the public system and purchase private insurance for 
their primary coverage. However, under the German system, those with private coverage (and their employers) need 
no longer contribute to the public plan; for this reason, the German health insurance system more closely resembles a 
top-up structure 
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2 

coverage and cost-sharing design (Chernew, Encinosa, and Hirth, 2000; Einav, Finkelstein, and 

Williams, 2016). In the policy debate, the top-up design we consider is most closely related to 

proposals for “premium support” within Medicare’s public and private plan components (Emanuel 

and Fuchs, 2005; Aaron and Reischauer, 1995). 

While our model considers benefit design solely for people age 65 and over, the implications 

for Medicare benefit design are clearly amplified under proposals to expand the eligible 

population.  For example, while the cost of “Medicare for All” proposals depends crucially on the 

details of eligibility, coverage, and provider payment rates, most proposals require additional tax 

revenues that would substantially raise marginal tax rates.3 The implication of our simple model 

is that a more basic public benefit – closer to “Medicaid for All” than to “Medicare for All” – with 

the option for individuals to top up to more generous private coverage, coupled with increased 

transfers to the poor, could prove to be a higher-value, more sustainable alternative to many 

proposals that seek to expand the current Medicare program.  

Health Care Demand and In-Kind Transfers 

The public sector plays an outsized role in the financing and provision of health care in nearly 

all developed countries. Health care is often considered a merit good that ought to be available to 

all – although often without consensus on the quantity or quality of care to which all should be 

entitled.  But health care is often privately produced, with economic forces driving supply and 

heterogeneous patient preferences and needs driving demand.  These forces have important 

implications for the optimal design of public insurance programs. 

In this section, we present a stylized model of demand for health care and how it varies across 

income groups based on ability to pay. We then consider how this heterogeneous demand interacts 

with the design of a public health insurance system. We highlight two key design questions: (1) 

how generous should the public benefit be, and (2) should it be a fixed uniform benefit for all 

recipients or a basic benefit that recipients can top-up using their own money? 

3 For example, the 2016 Bernie Sanders tax proposal to pay for expanding Medicare included a top federal rate of 
52%, with state and local taxes added on.  There are of course alternative approaches for generating new tax revenues 
that come with their own deadweight loss or efficiency costs. 
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It is important to define here what we mean by a basic benefit.  In the Affordable Care Act 

health insurance exchanges, “bronze” coverage entails the lowest premium but exposes the 

enrollee to substantial out-of-pocket payments through deductibles and coinsurance.  This is not 

what we have in mind as our basic benefit, since cost-sharing of this magnitude places considerable 

financial stress on low-income households (Kullgren et al., 2010).  Instead, we define our basic 

plans as those like in European countries where deductibles and copayments are small, amenities 

are limited, and provider payments are regulated. 

While Medicare hospital-based reimbursement rates are estimated to average just 53% of 

commercial rates in the US (Maeda and Nelson, 2017; also see Cooper et al., 2018), data from the 

International Federation of Health Plans (2015) suggests that Medicare reimbursements for 

hospital-based and diagnostic services are generally higher than insurance payments in other 

countries.4 

Other countries also use cost-effectiveness criteria in restricting expensive treatments. For 

example, proton beam therapy is valuable for certain childhood cancers and other rare cancers in 

adults, but there is no evidence that it is more effective than less costly alternatives for the treatment 

of prostate cancer (Kamran et al., 2019; Schroeck et al., 2017).  Medicare covers proton beam 

therapy for prostate cancer, but England, Canada, and even many U.S. commercial carriers do not.5 

In this section, we develop a simple model that allows us to consider the equity and efficiency 

tradeoffs in the design of a public health insurance benefit. In Section 3, we consider how the 

tradeoffs interact with the three macro forces with which we motivated the paper: rising inequality, 

expensive new health care technology, and rising tax rates. 

4 We used a report from the International Federation of Health Plans (2015) to make an illustrative comparison of the 
U.S with four countries (Australia, New Zealand, Spain, and Switzerland). We examined 9 treatments or diagnostic 
procedures: appendectomy, bypass surgery, cardiac catheterization, cataract surgery, colonoscopy, CT scan 
(abdomen), hip replacement, and knee replacement. The prices in the report represent a combination of public and 
private insurance plans. We assume Medicare reimbursement rates of 53 percent of commercial US prices (following 
Maeda and Nelson, 2017 and Cooper et al., 2018). This calculation suggests that average Medicare prices were at 
least 10 percent higher than those in any of the other countries. That said, there was considerable variation across 
countries and procedures in relative prices, with some lower-cost procedures having lower prices in Medicare than in 
other countries. Similarly, a recent study estimated that Medicare pays 80 percent more for prescription drugs than 
insurance plans in other high-income countries (ASPE, 2018).
5For example, the Prostate Cancer Canada (2019) website states that “Because proton therapy is very expensive and 

has no significant advantages in cure rate for prostate cancer compared with other treatments, it is not covered by 
Canadian public health insurance – you would need to pay for the procedure yourself.” Also see National Health 
Service (2018). There are exceptions; the Netherlands, which has invested heavily in proton beam facilities, does 
cover their use for prostate cancer. 
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2.1 A Simple Model of Health Care Demand with Public Benefits 
Consider a stylized model of individuals’ consumption (c) and medical care (m) choices, as 

in past work such as Hall and Jones (2007). A population of individuals (i =1,..., N )  vary in their 

private income yi . Individuals derive flow utility from their consumption u ci( ) , and medical 

spending determines their life expectancy, ( )  , where we assume diminishing returns to more λ mi 

health care spending.6 The government provides each person with a cash benefit, R, and an in-kind 

medical benefit, M, funded by taxes collected according to a progressive tax schedule ( iT y  ). 

Individuals choose whether to buy additional top-up care mi subject to constraints imposed by the 

system. We write the individual choice problem as: 

m λ (M mi ) ⋅u ciax + ( ) 
c ,mi i (1) 

s. . c + m = y − ( ) Rt T y  +i i i i 

The constraint on mi  depends on the design of public insurance. We consider two possibilities: 

1. Uniform benefit: mi = 0 (individuals cannot top-up the public benefit) 

2. Top-up benefit: mi ≥ 0 (individuals can top-up above M with private funds) 

Note that this setup also allows for a purely private health system, which is equivalent to a top-up 

benefit with M = 0. 

Now consider demand for health care under a completely private system (M = 0). The model 

predicts, not surprisingly, that privately chosen medical spending rises with income. That is, health 

care spending equates the value or marginal willingness to pay (WTP) to extend life by an 

additional year, WTP LY ( ) c , with the marginal cost of doing so, MCLY ( ) m . This can be seen from 

the first-order condition for m, which can be expressed as: 

u c( ) λ (m )T c ) (2) W P  ( ) ≡ i = i ≡ MC (mLY i LY iu c( ) λ′( i ′ i m ) 
A key insight of Hall and Jones (2007) is that willingness to pay to extend life rises steeply 

with income; for the wealthiest in society, the marginal value of another Lamborghini is low, but 

6 It is straightforward to interpret λ( )mi as quality-adjusted life-years; that is, health care inputs m are likely to affect 
the quality as well as quantity of life. 
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an additional year of good health in which to enjoy it is nearly priceless.7 As a result, privately 

chosen medical spending also increases rapidly with income.8 Relative to the poor, the rich proceed 

further up the marginal cost curve, spending more on less valuable services until MC m equals LY ( ) 
their much higher value of a life-year. 

In Panel A of Figure 1, we graphically depict an example of this private health care-income 

relationship in a simple case with two income types, rich (H) and poor (L). The x-axis is medical 

spending (m), and the green curve is the marginal cost of a life-year ( MCLY ), as defined above. 

For a given level of medical technology, marginal cost first rises gradually but then steeply as the 

limits of medical technology are reached, or as more spending takes the form of amenities. Unlike 

a physical production technology, at some point one can no longer “produce” additional units of 

health simply by spending more; when all possible treatments are exhausted, the marginal cost 

curve is vertical. 9 

The WTP for an additional life-year is depicted by the downward sloping blue curve (“ WTP LY

(Rich)”) for the rich type and the orange curve (“ WTP LY (Poor)”) for the low-income type. (We 

defer discussion of the dashed orange curve to the next subsection.) Because willingness to pay is 

much higher for the rich, the level of medical spending is greater for the rich (mH ) than the poor 

type ( ) .mL 

For simplicity, we include just a single input measure, m, but in practice demand for health 

care across income groups may also reflect differences in types of treatment, convenience, and 

7 This is evident from the expression for WTP of a life year: higher income people have higher consumption, implying 
a larger ( ) and smaller ' .u cu c  ( ) i i

8 This does not need to require that health care is a “luxury” good (income elasticity > 1) but simply that it is a normal 
good (income elasticity > 0). See Acemoglu et al. (2013) who argue that health care is normal but not a luxury.
9 An anecdote illustrates this point. An ICU physician, Goetz (2004) stated in a letter to Health Affairs: “Here is an 
example I have used when teaching medical students and residents: You are taking care of a patient in the ICU. You 
have done every test and procedure you know to do and have done everything that all the consultants have 
recommended. I now tell you that you must spend another $5,000 (originally I used $1,000) to improve the patient’s 
quality of care. What would you do with the money? By this point the student or resident is in a bit of a quandary 
because they are not quite sure how to use the additional money. If there were a continuing positive linear relationship, 
it should be reasonably easy to suggest more things that result in improved patient care. Generally, the suggestions 
are more, or repeated, tests and procedures. I respond to the common answers with a statement that if you do more 
tests or procedures, you could in fact make the patient worse. How? If you do more tests, all tests have false positives 
and negatives.  How will you use results that contradict earlier tests?  With again more tests, and the subsequent 
potential for much more confusion. If you repeat or do another procedure, how do you interpret the results? Also, 
procedures generally have potential side effects or complications, so again you have a very high risk of NOT 
improving quality or outcome with more money.” 
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amenities not immediately reflected in survival.  For example, Cheng et al. (2018) found that 

lottery winners in the United Kingdom (i.e., those experiencing an unexpected increase in income) 

did not consume more health care in terms of hospital days or physician visits but instead shifted 

to private rather than public care. This finding is in line with how we are thinking of “generosity” 

in the model – as improving quality (through short wait-lists, more comfortable hospital beds, and 

greater provider choice) rather than quantity.  

An entirely free market in health care would be viewed as inequitable if the level of care the 

poor can afford is below what society has deemed adequate. Cash transfers can narrow the gap, 

but most countries use in-kind health insurance benefits as a more direct way of doing so – most 

likely because of a deep-seated concern about the health of their fellow citizens, or what we call 

an egalitarian social preference for health. We turn next to study how such egalitarian preferences 

affect the optimal benefit design for health insurance. 

2.2 Egalitarian Social Welfare and the Government Problem 
Absent political constraints, the government has considerable latitude both in designing how 

transfer programs are funded and in choosing the composition of benefits between in-kind medical 

care and cash (or near-cash) benefits. The government can levy taxes to fund cash and in-kind 

transfers. But why provide in-kind health insurance benefits at all? The argument in favor of cash 

benefits is familiar from Economics 101: for the same cost to taxpayers as an in-kind benefit, cash 

benefits raise recipients’ utility more because they do not constrain their choices. But there are 

multiple arguments in favor of in-kind benefits, such as better differentiation between targeted and 

non-targeted beneficiaries and taxpayer preferences about recipients’ use of resources (Currie and 

Gahvari, 2008).  

We focus on a rationale based on egalitarian social preferences for an equitable distribution 

of health care.10 A simple way to capture the idea of egalitarian social preference is to add to 

e mi )private utility an additional term, ( , capturing the value to society of an individual i’s access 

to medical care – or the extent to which taxpayers care about the health care of others. We assume 

10 Other rationales suggested in the literature include direct externalities from the in-kind good, indirect benefits 
through the tax/transfer system (e.g., subsidizing goods that complement work, or providing goods differentially 
attractive to low-ability types), and insurance market failures such as adverse selection; see Currie and Gahvari (2008). 
We focus on equity, which seems the most straightforward way to justify a uniform program like Medicare. 
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that e '( ) >m 0 for low levels of spending but that it declines and reaches zero at some “adequate” 

level of health spending – such that for the high-income person in our graphical analysis, it has 

dropped to zero. Returning to Figure 1 Panel A, this egalitarian preference shifts out the social 

value of health care for the poor type from WTP Poor up to the dashed orange line. Society would LY

like the L type to obtain medical care mL ′ > mL . The divergence between private and social optima 

motivates the in-kind medical benefit. 

The government funds these benefits with taxes. To allow for progressivity in a simple 

framework, we model taxes as a scaled version of a baseline progressive schedule 0 ( ) , so that T yi

T yi τ T yi( ) = ⋅ 0 ( ) where τ is the scale factor. Rather than model the full labor supply problem, 

we model deadweight loss in a simple way. We assume that levying taxes that reduce individuals’ 

consumption by $1 only raises tax revenue of $ 1( − χ τ  ( )( ) ,  ) where χ τ  captures revenue leakage 

due to the excess burden of taxes. As taxes rise, ( )χ τ  will increase due to the rising marginal 

excess burden of higher tax rates. 

Putting these pieces together, the government chooses the tax scalar ( )τ , cash transfer (R), 

medical benefit ( )M , and design of medical benefits to maximize the social welfare function: 

SW = λ mi u c + e m i  (3) ∑ ( ) ( ) ( )i  
i 

subject to public budget constraint: 

∑( 1 ( ) ( ⋅ − χ τR + M ⋅ +  κ = τ ⋅ yT 1  ( )( )) ∑ 0 i ) 
i i 

and where {m ci are set by individual choices from the problem in (1) and κ captures the excess i , } 
administrative costs of providing in-kind medical benefits. 

Benefit Design: Uniform vs. Top-Up 

The government can provide medical benefits with either a uniform or top-up design. It is 

natural to ask why one would ever adopt a uniform benefit design instead of a top-up design. A 

uniform benefit imposes an additional constraint on recipients – a ceiling on medical spending at 

M – not present with top-up benefits. However, in practice, a top-up system creates additional 

complexity, including greater administrative costs and adverse selection problems associated with 
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letting consumers choose among generosity levels. We model this by assuming that 
TopUp Uniform κ > κ in the problem above. The lower κ provides a rationale for the uniform system, 

all else equal. 

In the case of a uniform benefit, the government must decide on a level of care that balances 

the different demands for the lower income households and for the high income households.  One 

seemingly egalitarian solution would be to make the uniform level of coverage equal to mH , so 

that few, if any, high-income households would want to opt-out into a more generous private plan. 

This appears to be what we observe with the U.S. Medicare program. Yet the downside of 

providing the generous plan is the opportunity cost of doing so, including less ability to fund cash 

transfers or other social programs that might provide greater value to lower-income households. 

The economic model presented above suggests an alternate way of setting an optimal uniform 

public medical benefit: finding a middle ground between the ideal points for the rich and poor. 
*Panel B of Figure 1 shows this middle-ground benefit, MUnif , which is less generous than what the 

rich would like ( mH ) but more generous than the social optimum for the poor ( mL ′ ).11 This result 

is analogous to the Samuelson condition for an optimal public good: it is set where the average 

WTP of beneficiaries is equal to the average marginal cost of providing the service. 

Even when chosen optimally, there is an implied efficiency loss as shown in the red 

highlighted areas in Panel B of Figure 1. High-income households would prefer more than what 

was provided, while low-income households demand less, meaning that they might prefer the cash 

to high-amenity health care or access to unproven treatments. We call this loss the “cost of 

uniformity” involved with a uniform benefit system.  

Figure 2 plots the optimal determination of top-up benefits (superimposed on top of the 

optimal uniform benefit from Figure 1B). The top-up design still provides a public benefit to ensure 

a floor on medical spending for the poor, but it does not impose a medical ceiling on the rich. This 
*allows the government to set the optimal top-up benefit ( MTop )based on the social optimal level 

for the poor – where the marginal cost curve intersects the social WTP for a life-year. The rich 

top-up by purchasing health care privately up to their desired value. In this simple two-type case, 

11 Technically, the optimum occurs where the curve is vertically equidistant from the blue curve and dashed orange 
“social value for poor” curve. 
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the top-up system eliminates the “cost of uniformity” by letting each group get their optimal level 

κ Top of care.12 However, it also creates additional administrative/complexity costs ( ), shown by the 

upward shift of the green marginal cost curve and the highlighted losses in the green area. We turn 

next to a more detailed discussion of the tradeoffs involved between the two systems. 

2.3 Tradeoffs between Uniform vs. Top-Up Medical Systems 
Notice several implications of optimal top-up benefits in comparison to the uniform design, as 

depicted in Figure 2: 
* *• Public health insurance benefits are lower under top-up benefits – (i.e., MTop < MUnif ) 

This result follows from the logic of the public goods problem. The uniform benefit 

determines medical spending for everyone, while the top-up benefit determines medical 

spending only for the (poorer) constrained group who choose not to top-up. Eliminating 

uniformity frees up the government to set up a low-cost, basic public benefit based on 

demand by poorer households, rather than having to balance the desires of the rich and 

poor in a single system, or (as Medicare appears to be designed) a uniform program 

targeted to the needs of higher income households.  

• However, total medical spending (public and private) may be higher or lower in the 

top-up design. It will be lower for poor households (who receive a smaller benefit) but 

larger for the rich (who top-up), so the overall change depends on the shape of the marginal 

cost curve and the size of each group in the population. 

• While not evident from the graphs, under the parameters we assume in the model, optimal 

cash transfers can be higher under a top-up medical system. Intuitively, cash and 

health insurance benefits are substitutable forms of redistribution. As noted by Baicker 

(2000) and Bradley and Taylor (2013), when the government spends less on health care, 

there is more to redistribute as cash (or use for other purposes). This fact is important for 

12 In a more realistic case with many types, the cost of uniformity would not be completely eliminated, since any floor 
created by a public benefit would still constrain the choices of some people with low willingness to pay. 
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3 

interpreting the equity implications of the two designs. While the poor get less generous 

health care under top-up benefits, they may also get more cash income.13 

• The top-up system (by design) allows for greater medical inequality. This health care 

disparity for rich vs. poor is often seen as inequitable – even if it originates from private 

choices and allows the government to fund more cash transfers. 

Whether a uniform vs. top-up design is preferred depends on the relative losses from 

uniformity (red areas) versus losses from administrative complexity (green area). We discuss next 

the reasons that this cost of uniformity has likely risen over time. 

Rising Cost of Uniformity: Medical Technology, Inequality, and Taxes 

As noted above, uniform benefits provide equal access to health care, but this uniformity 

comes at a cost when income groups differ in their demand for health care. In this section, we ask 

how this “cost of uniformity” has changed over time. The medical and economic world was quite 

different in 1965 when Medicare was created. How should we think about the impact of forces 

like improved medical technology, rising income inequality, and changing tax rates? Using the 

graphical framework developed above, we argue that these forces tend to imply rising costs of 

uniformity. 

3.1 Baseline: Medicare in 1965 
The four panels of Figure 3 walk through the basic logic. Panel A starts by applying the model 

to the environment at Medicare’s founding in 1965. There was much less income inequality than 

there is today, reflected in the narrower gap between rich and poor’s WTP for medical care. 

Medical technology was much less advanced (and expensive) than today. In 1965, few options for 

treatment were available for common health care conditions. Rather than a production function 

with gradually diminishing returns, there was relatively little to do beyond relatively few low-cost 

interventions for common diseases such as cancer and cardiovascular disease.14 Graphically, this 

13 This result depends on the preferences of taxpayers; if they only care about health care for the poor and nothing 
else, they may not choose to distribute more in cash.
14 Bypass surgery had been developed by 1965, but this was a high-risk and quite rare intervention that was not 
appropriate for the vast majority of people with cardiovascular disease; statins, stents, and trans-catheter aortic valve 
replacements (TAVR) were still far in the future. 

12 



 

    

  

 

 

       

    

  

  

  

  

    

  

  
  

      

      

  

  

 

  

 

   

    

    

     

 

   

    

 

is reflected in the steep asymptote in the green marginal cost curve per life-year at a relatively low 

level of medical spending.  

The key implication of this 1965 environment is that optimal medical spending for rich and 

poor were not too divergent. Just as today, the rich could certainly afford more and better health 

care than the poor. But after accounting for the egalitarian social value of providing basic health 

care to the poor, the optimal spending for rich and poor (labeled as mH and mL ′ ) are quite close. 

*As a result, optimal uniform benefits ( MUnif ) are also not too different from either group’s private 

optimum and the loss from the uniform constraint (red area) is small. This logic suggests that when 

Medicare was established, a single uniform program for rich and poor seniors made good sense. 

The cost of uniformity was low, so even a small complexity cost from a more flexible top-up 

system would be enough to tip the scales towards a uniform program. Moreover, this program 

would optimally be quite generous, since health care was relatively cheap and the government 

budget (and associated taxes) relatively small. 

3.2 Improving Medical Technology 
Now consider the impact of improving medical technology from new and more expensive 

treatments (Cutler et al., 2006; Chandra and Skinner, 2012; and Howard et al., 2015). Treatments 

for nearly all conditions – but especially heart disease and cancer – have vastly advanced since 

1965, but these new treatments are also very expensive. The heart attack that would have resulted 

in death in 1965 can now be treated and a life extended – but at a cost per hospital admission of 

$20,000 or more. 

Panel B in Figure 3 shows how improving medical technology is reflected in our graphical 

model. The result is a large outward shift and flattening of the green marginal cost curve. This shift 

reflects the idea that at a given level of m, the marginal returns to medical spending are much 

higher than 1965. The marginal cost curve (or dollars per life-year) is the reciprocal of the marginal 

returns (e.g., life-years per dollar), so the marginal cost curve is lower and flatter. Of course, the 

marginal cost curve eventually steepens at a much higher level of m – and these are the marginal 

technologies that are both high-cost and low-value. 

The outward shift and flattening of the MC curve have an important implication: Privately 

demanded medical spending for rich and poor are now much further apart. This follows from the 

simple logic of demand that higher-income households are more willing (and able) to pay the huge 
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bills associated with modern medicine. Indeed, Medicare’s annual costs of $10,739 per elderly 

enrollee is 63% of the average Social Security benefit ($16,956 in 2017), which is the only source 

of income for many lower-income seniors.15 The poor simply cannot afford to pay the full cost of 

the Medicare premium without a substantial subsidy. 

The egalitarian social value narrows but does not close this growing gap between rich and 
*poor. As a result, the optimal uniform benefit ( MUnif ) is much further apart from the group-specific 

optima for rich and poor ( mH and mL ′ ) than in the baseline in Panel A. This divergence implies 

a larger cost of uniformity, reflected in the bigger red shaded area in Panel B.  

3.3 Rising Income Inequality 
One of the major economic trends of the past 50 years is rising income inequality (Piketty and 

Saez, 2014). While low and middle-income earners have seen modest economic growth since 

about 1975, the rich have experienced rapid gains. Rising inequality should also be reflected in 

rising inequality in demand for medical care. 

We depict rising inequality in Panel C of Figure 3 via a large upward shift in the willingness 

to pay (WTP) for a life-year for the rich. (Note that we retain the marginal cost curve for 2015 

from Panel B.) The rich therefore proceed much further up the marginal cost curve up to the point 

that it starts becoming quite steep – reflecting the marginal low-value care. For example, private 

hospital rooms or proton beam therapy for prostate cancer may be more convenient and worth the 

extra expense for high-income households, but given the lack of demonstrated health benefits, 

might not be worth it for low-income households.16 Indeed, the example of proton beam therapy 

shows how rising inequality works together with expensive new medical technologies to produce 

the patterns we describe, since rising income inequality would have little impact on medical 

spending gaps without the existence of expensive treatments with limited health benefits. 

15For Medicare spending in 2017, see https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-
reports/nationalhealthexpenddata/nhe-fact-sheet.html For the average Social Security benefit in the same year, see 
https://www.fool.com/retirement/2017/08/30/how-big-is-the-average-persons-social-security-che.aspx 

16 Other examples of tradeoffs between costs and convenience/quality come from comparing Medicaid to Medicare. 
Medicaid is lower cost than Medicare but provides less choice of physicians (about 30% of doctors do not accept 
Medicaid). Medicaid is more aggressive about managing care, denying claims, and requiring prior authorization for 
expensive treatments (Gottlieb, Shapiro, and Dunn, 2018). 

14 
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Therefore, rising income inequality – in conjunction with improving technology – results in a 

growing divergence in optimal medical spending between rich and poor and a growing divergence 

between the optimal top-up and uniform benefits. The red shaded “cost of uniformity” grows larger 

versus Panel B. Further, the rich are increasingly dissatisfied with the care provided by the uniform 

medical benefit, which falls short of the generosity they would privately choose.  

The poor, while not dissatisfied with the generous medical care itself, could increasingly 

prefer less generous medical care (perhaps closer to Medicaid in coverage) coupled with assistance 

in paying for other aspects of health care, including Part B premiums (at least $1,626 annually in 

traditional Medicare for those not covered by Medicaid), and assistance with other non-medical 

needs such as housing, transportation, or their grandchildren’s educational debt. This is the 

paradox of the egalitarian motive to provide equitable access to health care; while leveling the 

health care playing field, it comes at the opportunity cost of forgoing other public assistance that 

the poor and middle class might prefer. This opportunity cost becomes sharper over time as 

medical costs rise and inequality grows, making a basic top-up program increasingly attractive 

even to the non-rich. 

3.4 Rising Deadweight Loss of Taxes 
Although top income tax rates have fallen since the 1960s, average overall marginal tax rates are 

higher today than in 1965 (Mertens and Olea, 2018). Moreover, the large federal debt and 

impending cost of Social Security and Medicare for an aging population suggest that tax rates will 

likely rise further, which suggests rising deadweight loss of taxation. What effect does this have 

in our framework? The idea, which we show more formally in our model in Section 4, is that when 

the marginal tax rate is 50 percent (for example), the efficiency cost (whether through reduced 

labor supply, capital accumulation, or tax avoidance) of raising an extra dollar of revenue is higher. 

Thus, publicly provided health insurance must be that much more valuable to society.  We depict 

this in Panel D of Figure 3 via a leftward shift (i.e., reduction) in the optimal uniform benefits. 

Although a higher deadweight loss of taxation would also reduce optimal benefits under a top-

up system, the welfare impact is larger under a uniform system. With a top-up system, the rich can 

purchase additional care above the public benefit and obtain privately optimal generosity ( mH ) 

with their own money. But with the uniform system, the rich must consume only the public benefit, 

moving further away from what the rich would privately choose. This increases the total size of 
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the red shaded area, which was previously set to optimally balance needs of rich and poor but is 

now more tilted towards the poor. Intuitively, higher deadweight losses from taxation requires 

cutting the public benefit, which in turn makes the restriction against topping-up in the uniform 

system more costly.  

We have presented a simple graphical model that describes a variety of factors that may affect 

the desirability of a uniform health insurance plan like Medicare, but one might reasonably ask 

whether these factors are important in more than a theoretical sense.  For this reason, we turn next 

to a model of health insurance demand across the income distribution (rather than just for rich and 

poor), using plausible parameters based on the empirical literature and calibrated to fit the observed 

patterns of health care utilization during the past 50 years.  

4 Simulation Model of Uniform vs. Top-Up over Time 

We specify a simple simulation model with parameters drawn from the literature and 

calibrated to economic data to simulate how much secular trends in income inequality, medical 

care technology, and the marginal cost of taxation affect the relative advantages of a uniform 

insurance benefit compared to a top-up system. 

4.1 Model Setup and Calibration 
To judge the magnitude of these effects in practice, we calibrate a model matched to U.S. data 

with income heterogeneity, income redistribution, technology growth, and an egalitarian 

preference that values longevity for those with low income. We calibrate the model’s parameters 

to capture the growth in income, income inequality, and medical spending over the 1968-2045 

period. (We begin in 1968 to allow the phasing in of Medicare benefits and enrollment.) We then 

solve the model under different policies at roughly 10-year intervals (1968, 1975, 1985, …, 2045) 

for a population of 100 individuals who each represent one percentile of the income distribution. 

We outline the model setup and its calibration here; model details are discussed Appendix A. 

The simulation model is based closely on the public policy problem in equation (3) and the 

individual decision problem in equation (1). To implement this empirically, we need to specify an 

income distribution and a functional form for consumption utility (  )u c  , the health production 

function ( )  , and the progressive tax function T y  . We discuss each of these pieces in turn. λ m ( )
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Income, Taxes, and Deadweight Loss 

For the income distribution, we draw on historical data from the Census/ACS for 1970-2015 

(with all values inflation-adjusted to 2015 dollars) to estimate the income distribution in each 

simulation year. This allows us to capture both income growth and widening inequality. We project 

forward future income distributions from the 2015 distribution using an assumed 1.5% real annual 

growth rate. 

For taxes, we estimate a smooth increasing baseline tax function 0 (  ) for the average tax T y  

rate matched to the actual schedule for U.S. income, payroll, and state taxes (see Appendix A for 

a plot of this function). As discussed in Section 2, the government then chooses a tax multiplier 

i τ T yi( )τ to balance its budget, with the final tax function equaling T y( ) = ⋅ 0 ( ) . As also discussed 

in Section 2, for the excess burden of taxes, we do not model the full labor supply problem but 

instead specify that levying taxes that reduce individuals’ consumption by $1 only raises tax 

revenue of $ 1( − χ τ  ( )( ) ,  ) where χ τ  captures revenue leakage due to the excess burden of taxes. 

As taxes rise, ( )χ τ  will increase due to the rising marginal excess burden of higher tax rates.17 

Utility and Health Production Functions 

The next pieces of our model are the utility and health production functions. For utility, we 

specify a log-utility form with a constant added to match a value of life-year of $100,000. In 

addition to this private value of life, there is an egalitarian social externality of health care ( ( )e m  

in the model). We specify the egalitarian externality as an additional social value of living an extra 

year, valued at the flow utility of consuming the year’s median income, ( )u y . By using a fixed 

( ) for all individuals, it effectively places more weight on improving the health of the poor u y 

relative to their private value of health.  

For the health production function, we specify a simple function (see Appendix A) that 

captures the probability of survival as a function of medical spending. A key feature of the function 

we adopt is that the ability to purchase better health with more spending is bounded. With an 

17 We specify ( )χ τ  to approximate the average revenue leakage from a tax increase from zero up to a given marginal 
tax rate. See Appendix A for the derivation. 
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unbounded function (e.g., a constant elasticity function), any extension to longevity can be 

purchased with sufficient spending, which often leads to health care being an extreme luxury good, 

with higher-income people always spending a larger share of their income on health care. A 

bounded health production function capturing more closely both the medical reality and empirical 

evidence on income elasticities (Acemouglu et al., 2013).  

We then calibrate the model’s parameters to match two moments in each simulation year: (1) 

the historical or projected Medicare spending per beneficiary, drawing on projections from the 

Medicare trustees, and (2) historical or projected average life expectancy at age 65 from the Social 

Security Administration (Bell and Miller, 2005). By flexibly calibrating ( )  in each simulation λ m 

year, we capture the way that technology improves to both extend life and to induce people to 

spend more on medical care. Calibrated medical spending rises from 4% of average income in 

1968 to 15% in 2015 and to 24% in 2045.   

Government Policies 

We model government policies as follows. For simplicity, we model a fixed exogenous cash 

transfer of R = 5% of the year’s average income. We also assume “extra” government spending 

(on non-transfer programs like defense) of E = 10% of average income. With these two policies 

set, the government makes a single policy choice of the generosity of health insurance benefits 

(M). Taxes ( ) are set at the level needed to balance the government budget. We consider three τ 

policies for health insurance benefits: 

1. Generous uniform: A uniform benefit (no top-up allowed) with the benefit level 

exogenously set the level of medical care a rich individual (95th income percentile) would 

privately choose to purchase; we believe this is a reasonable approximation to Medicare’s 

generous plan. 

2. Optimal uniform: A uniform benefit with the level of M set to maximize the egalitarian 

social welfare function.  This would correspond to a Medicare-style uniform plan but with 

likely more restrictive benefits, and with topping-up prohibited. 

3. Optimal top-up: A basic benefit M that individuals can privately top-up (with mi ≥ 0 ) if 

they choose. The level of M is set to maximize egalitarian social welfare, recognizing that 

some individuals will choose to top-up. 
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We think of the generous uniform policy as roughly analogous to Medicare in that it provides 

extensive coverage and provider choice so that even higher-income households view the plan as 

roughly what they would demand even in the absence of Medicare.18 Because it is an popular 

entitlement and is not subject to a budget constraint, its generosity evolves mechanically, so that 

it grows even in the face of budget pressures and changing economic fundamentals. Optimal 

uniform and top-up benefits, by contrast, reflect the model’s optimal tradeoff between equity and 

efficiency given the respective benefit structures and changing economic circumstances. For top-

up benefits, we assume an additional administrative cost of κ = 2% (with κ = 0 for the uniform 

systems), which ensures that the top-up policy need not always be socially preferable. 

4.2 Simulation Results 
Medical Spending Inequality 

A key premise of our analysis is that inequality in private demand for medical care across the 

income distribution has widened over time. Although it is difficult to observe real-world measures 

of the income elasticity of private medical demand – not influenced by public programs or 

employment-based health insurance19 – we can test this idea in our simulation model. 

Figure 4 plots privately chosen medical spending for various income percentiles (25th%, 

50th%, 75th% and 95th%) in a simulation with cash redistribution (R = 5% of average income) but 

no public health insurance benefits (M = 0). All values are reported as a share of the average 

income in each year; this adjusts for general economic growth but makes levels comparable across 

groups for a given year. 

Medical spending rises sharply for all groups over time, reflecting the improved medical 

technology in our calibrated health production function. But in addition to general growth, 

inequality in health spending across incomes widens. While the rich always buy more health care 

than the poor, the gap grows as health care becomes more expensive relative to income. In 1968, 

18 Even when wealthy elderly people sign up for “concierge” medical services, Medicare is still commonly relied 
upon for inpatient services. 

19 Studies on this topic have used income shocks such as oil price shocks (Acemoglu et al. 2013) or lottery winnings 
(Cheng et al. 2018) to estimate positive income elasticities of health spending. Another source of information is 
individual market health insurance choices in exchanges. Demand estimates from these settings are consistent with 
higher-income people being less price-sensitive – and therefore more sensitive to quality – in plan choices (Shepard 
2016, Jaffe and Shepard 2019, Tebaldi 2017). However, there are few measures on whether or how this income 
elasticity has changed over time. 
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the 95th income percentile spends 4.1% of mean income on health care (about $2,500) versus 1.4% 

of mean income (about $880) for the 25th percentile – a gap of 2.7% of mean income. By 2045, 

these numbers grow to 23.9% of mean income ($31,000) for the 95th percentile versus 9.6% of 

income ($12,500) for the 25th percentile – a gap that has widened five-fold to 14.2% of mean 

income. Most of this widening gap reflects the simple fact that medical spending grows as a share 

of income. As a result, similar proportional gaps – the 95th percentile spends about 2-3 times the 

25th percentile in all years – implies much larger absolute gaps in desired spending.  

Public Health Insurance Benefits 

Under a uniform insurance system, the government must choose a single level of health 

insurance benefits for everyone. But because of rising inequality in desired spending, any single 

choice will increasingly diverge from the private optimum for many income groups. This presents 

a dilemma for policymakers. If they choose benefits to satisfy the rich (as in the “generous 

uniform” policy), this choice will be increasingly inefficient for the middle class and poor who 

would prefer other forms of support. But if they choose benefits to satisfy the middle class, the 

rich will become increasingly dissatisfied. 

Figure 5 shows how our simulated policymaker balances this tradeoff under the three policies 

we consider: generous uniform, optimal uniform, and top-up benefits. It plots the chosen level of 

the public medical benefit (M) over time, both in levels as a share of average income (Panel A) 

and in terms of its percentile in the private medical distribution from Figure 4 (Panel B). Recall 

that the generous uniform policy is mechanically set at the 95th percentile of private medical 

spending, so it grows accordingly. The optimal uniform and top-up benefits also grow but at a 

slower rate so that they diverge over time from the generous uniform policy.  

In 1968, all three policies are similarly generous: 4.2% of mean income for generous uniform, 

3.8% for optimal uniform, and 3.6% for top-up – or a gap of 0.6% of income from most to least 

generous policies. By 2015, the gap has widened, with benefits of 14.7%, 12.4%, and 11.7% of 

mean income for the three policies – or a gap of 3% of income. By 2045, it has still further widened 

to 24.0%, 18.5%, and 16.7% of the mean income – a gap of over 7% of mean income. These 

numbers also indicate that the gap between optimal uniform and top-up benefits grows over time 

(from 0.2% of income to 1.8% of income), another prediction of our graphical analysis.  
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Panel B shows this divergence another way. While the generous uniform policy grows with 

the preferred spending of the rich, both the optimal uniform and top-up policies cannot keep up 

with this growth. They fall relative to the distribution of privately optimal health spending, from 

the 90th and 85th percentiles in 1968 down to the 69th and 59th percentiles in 2045. This 

distributional fall also suggests the growing rationale for a top-up system. In 1968, just the richest 

10% of people want health care more generous than the optimal uniform benefit. By 2015 this 

share grows to 22% and by 2045 to 31%. This suggests that the political economy of a uniform 

system without a top-up would be increasingly difficult to sustain (Baicker et al. 2013). 

Underlying these simulation findings is the changing tradeoff between efficiency and 

(egalitarian) equity being made by the model. In the years around 1965 when health care was 

cheap, the cost of providing generous uniform insurance for all was low. But over time, the 

efficiency cost rises for two reasons. The first is the rising inequality in privately desired health 

spending highlighted above. A single uniform policy is increasingly divergent from what 

individuals would have chosen on their own. The second reason is that the rising cost of public 

health insurance pushes up tax rates, and therefore the marginal deadweight loss of taxes. Generous 

medical care becomes increasingly unaffordable even for the government. Figure 6 plots the top 

marginal tax rate under the different policies. This top rate rises from about 30% in 1968 to 66% 

in 2045 under generous uniform insurance. Shifting to the less generous optimal uniform or top-

up benefits allows for a more moderate top marginal rate of about 50% in 2045.  

Distributional Incidence and a Progressive Top-Up Reform 

How do the uniform and top-up policies affect overall welfare and the welfare of different 

income groups? In the simulations above with fixed cash benefits, less generous uniform health 

insurance benefits imply lower taxes, which disproportionately benefits the rich. Moreover, 

shifting to a top-up system further benefits the rich because it removes a constraint on their desire 

to buy health care beyond the public benefit. It also allows the government to reduce the generosity 

of the public benefit, which is reflected in the lower M under top-up in all years in Figure 5A. For 

these reasons, shifting from generous uniform to either optimal uniform or top-up is at baseline a 

regressive change. 

However, this distributional effect comes from our (simplifying) assumption that the savings 

from lower public medical spending – or the “Medicare dividend” – is entirely devoted to lowering 
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taxes. In practice, governments have a choice of how to spend this Medicare dividend. 

Governments could instead use the savings to increase cash transfers, which may allow for a more 

progressive incidence. We consider a policy exercise in which, starting from the top-up policy 

modeled above, we increase cash transfers (R) (and the taxes needed to finance them) until all 

individuals in the bottom 30% of the income distribution have higher egalitarian welfare (utility 

plus the egalitarian externality) than their welfare under the generous uniform policy. If this change 

can be implemented while still reducing government spending, it suggests that the efficiency 

rationales for shifting to a top-up system can be realized while simultaneously benefitting the poor. 

Figure 7 shows the welfare change across the income distribution due to the shift from 

generous uniform to the baseline and progressive top-up policies in several simulation years (1975, 

2015, and 2035). In each panel, the x-axis is the income percentile, and the y-axis is the (equivalent 

variation) welfare change for that income level expressed as a percent of income.20 In all years, 

the baseline top-up policy (shown in black) reduces welfare for the poorest individuals and 

increases welfare for the rich. The welfare changes from the baseline top-up policy are small in 

1975 but grow sharply by 2015 and 2035. This is consistent with the point discussed above that 

uniform and top-up policies are in practice quite similar in early years but diverge over time.  

The blue curves in the panels of Figure 7 show the welfare change from the progressive top-

up policy. By construction, the poorest 30% of incomes all have a positive welfare change. In 

practice, however, welfare increases for all income groups in 2015 and 2035, and in 1975 increases 

for everyone except some middle-income groups (whose welfare is essentially unchanged, 

declining by no more than 0.1%). This improvement is paid for by a small reduction in the welfare 

gains for the richest 30%, who pay higher taxes to fund the increased cash transfer. Despite this, 

the rich are still the primary beneficiaries of the policy, with welfare gains of 1-5% of income in 

2015 and 3-9% of income in 2035. This suggests that governments might consider even larger 

increases in cash redistribution to share the welfare gains more equitably. 

In addition to this, total public spending (shown in the text at the bottom right of each graph) 

decreases relative to the generous uniform policy. For instance, in 2015 public spending declines 

by 2.6% of mean income under the progressive top-up policy. This decline is only slightly less 

20 Equivalent variation measures the change in income at the initial policy (generous uniform) required to match the 
individual’s welfare level at the new policy (top-up). We use egalitarian welfare as the welfare metric in this 
calculation to avoid having our results be driven by the divergence between individual utility and social welfare that 
is the original motivation for in-kind medical benefits. 
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than the 2.8% of mean income decrease under baseline top-up, with the 0.2% difference 

representing the higher cash transfer. Thus, a relatively small amount of cash redistribution is 

enough to ensure that the poor are not hurt by the shift to top-up in our simulations.  

These welfare and spending results illustrate the “win-win” nature of the progressive top-up 

reform. Underlying these results is the fact that the generous uniform policy – which provides 

medical care designed for the rich to all income groups – is increasingly inefficient over time. The 

simple switch to a more basic medical benefit that allows for top-up generates a welfare gain that 

(if shared equitably) can improve average welfare across the board.  

5 Discussion and Conclusion 

Means-tested in-kind transfers of housing, food, and health care are the predominant form of 

income redistribution to low-income households (Currie and Gavhari, 2008). Medicare is a 

prominent example of a uniform in-kind benefit provided to both high- and low-income 

populations.  In this paper, we develop a model that allows us to gauge the tradeoffs involved in 

this uniform benefit design.   

Using a stylized model, we show how tax distortions, income inequality, egalitarian 

preferences, and technology growth affect the efficient structure of the program. Our results 

suggest that in 1965 when Medicare was first created, its uniform generous structure was relatively 

well suited to the economic and technological environment. But by 2019 it has become much less 

efficient relative to a “top-up” health insurance program where more basic public coverage can be 

supplemented by private health insurance.  Our results are consistent with policies seen in many 

other developed countries, which provide a basic universal public insurance plan and where many 

citizens take advantage of the opportunity to pay extra for amenities and additional services.  

Our model also helps to explain the puzzle of why the share of GDP devoted to health care 

has grown so much faster in the U.S. than in some other countries. The combination in the U.S. of 

an in-kind benefit reflecting the preferences of higher-income taxpayers coupled with lower tax 

rates (and commensurately lower excess burden of taxation) provided an ideal environment for 

rapid growth since 1965. In Europe, many countries had already elected to provide universal 

coverage, and with their high existing marginal tax rates, had limited scope for expanding benefits 

(Chandra and Skinner, 2012).  By contrast, Medicare covered only a fraction of the population and 
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marginal tax rates were relatively low, so the increase in spending on covered health care could, 

for a time, be absorbed without generating extremely high marginal tax rates. Expanding Medicare 

to a greater share of the population would only hasten the anticipated growth in tax rates necessary 

to fund it.  

We explore the implications of an alternative “basic” form of public insurance that provides 

more restricted benefits with regulated prices and allows higher income households to top-up their 

coverage with privately financed plans. Under such a plan, lower income households would 

consume less health care than their higher income counterparts, and perhaps less care than they do 

now.  This naturally raises concerns about equity. Many who support a uniform benefit structure 

point to the “right to health care” as a foundational rationale.  It is worth noting, however, that a 

uniform benefit is likely to result in a substantially higher share of income being devoted to health 

care (rather than, for example, food, education, or housing) than the typical lower-income 

household might choose. It is also likely to result in fiscal pressures over time that not only raise 

taxes but also crowd out spending on other public goods and transfer programs (Baicker, 2001). 

We demonstrate in our model that it is possible to offset some of the equity effects of the top-up 

redesign by appropriate redistribution of the taxpayer savings generated by scaling back the public 

benefit.  Ultimately, the distributional implications of the plan redesign hinge on how the 

government uses this “Medicare dividend” – whether to reduce marginal tax rates on high-income 

households or increase social support for low-income households.  

The tension between uniform (and thus “equitable”) benefits and differential benefits extends 

to other public programs such as education.  Universal higher education provided by the 

government and financed largely by taxpayers has been proposed by several 2020 presidential 

candidates and is provided in many European countries. In practice, because of budgetary 

pressure, many such “universal” higher education systems in other countries have converged on 

providing lower per-student expenditures, with wealthier students opting out into private 

universities.  

This top-up structure is not only similar to that seen in some other countries, but is also related 

to other proposals discussed in the U.S. context, including value-based insurance design (Chernew 

et al., 2007) and premium support plans proposed by Emanuel and Fuchs (2005), Aaron and 
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Reischauer (1995), and Ryan (2012).21 Reinhardt (2012) suggested a three-tier system, with high-

income households eligible for “the sky’s the limit” insurance, largely unsubsidized by the 

government, middle-income households receiving a “reference pricing” insurance policy that 

reimburses only for the lowest-cost regional provider, and low-income enrollees receiving 

Medicaid-like public care under strict cost control rules.   

Some of the current “Medicare-for-All” proposals simply extend the current uniform benefit 

to more people (or, in some cases, simultaneously increase the generosity).22 Others suggest a 

hybrid “public option” in which Medicare (or even Medicaid) is provided as an option in addition 

to conventional private insurance – raising the questions of what payment rates the public plan 

would offer to providers, what network restrictions would be included, and how those features 

would affect competition between the private and public options.  If the savings from choosing the 

cheapest option accrued to enrollees, such plans share some of the features of a top-up system. 

Moving to a basic benefit-plus-top-up plan would of course pose both practical and political 

challenges because of the reliance on potentially controversial determinations of cost-

effectiveness. Political pressures might, though, play out differently with different plans and 

different eligible populations.  Following the birth of the National Health Service in Britain in 

1948, cutbacks were quickly implemented in response to overly optimistic budget projections 

(Lane, 2012; pp. 191-93). A similar evolution could occur under a “Medicare for All” plan, in 

which budgetary pressures and monopsony power could lead to an erosion in reimbursements and 

a curtailment of benefits, creating a national program that more closely resembles “Medicaid for 

All” but with people free to top up or opt out into private plans.  

As new technologies arrive with ever-larger price-tags, pressure will continue to mount on 

public budgets; and equality of access to care, rather than guaranteed access to a minimum level 

of care, will become increasingly costly. It is vital that policymakers consider how alternative 

21 While our model has focused primarily on “top-up” plans, other systems require higher-income households to step 
outside the insurance plan to pay entirely out-of-pocket, as is the case for, e.g., concierge medicine or treatments not 
covered under the National Health Service in England.
22 To the extent that reforms such as alternative payment models improve the efficiency of the Medicare program, 
those improvements would also scale up with expansion. Expanding the Medicare Advantage program would also 
have different implications for the efficiency of delivery than expanding the traditional Medicare fee-for-service 
component. The important questions of efficient payment, cost-sharing, and network design within insurance plans 
are beyond the scope of this discussion. 
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program designs affect the overall wellbeing of households across the income distribution as they 

debate Medicare’s future. 
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Figures 

Figure 1: Graphical Model of Private and Public Medical Spending 

Panel A: Private Medical Spending Choices 

Panel B: Uniform Benefits 
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Figure 2: Top-Up vs. Uniform Benefits 
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Figure 3: Rising Costs of Uniform Health Insurance Benefits 

Panel A: Baseline (Medicare in 1965) 

Panel B:  Improving Medical Technologies 
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Panel C:  Rising Income Inequality  

Panel D:  Rising Deadweight Loss (DWL) of Taxation 
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Figure 4: Simulations: Widening Inequality in Private Medical Spending 
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Figure 5: Simulations: Public Medical Benefit Level 
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Figure 6: Simulations: Top Marginal Tax Rates 
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Figure 7: Distributional Welfare Impacts of Shift to Top-Up Benefits 
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Change in Welfare, Percent of Income: 2035 Simulation
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Appendix A: Simulation Model Details 

This appendix presents the details of the specification and calibration of our simulation model. 

The model takes the form of standard public economics two-level optimization, with the 

government choosing economic policy and individuals making choices given the government 

policy. We discuss these two parts in reverse order. We start by recapping the model setup for each 

part and then discuss specification and calibration details. 

Individual Problem 
As shown in equation (1) in the text, the individual (i) optimization problem is: 

max λ (M mi ) ⋅ ( ) + u ci c ,mi i 

s. . c + i = y − ( i )t i m i T y  + R 

where M is the public medical benefit and mi is extra individual health spending, λ(M m is + i ) 

longevity as a function of total medical spending M mi (i.e., the health production function), + 

u c(  ) is flow utility of consumption, and yi is individual income, T y( )i is income taxes owed, and 

R  is a government cash transfer. 

The individual also faces a constraint on extra individual health spending that depends on the 

public insurance system. We consider two possibilities: 

1. Uniform benefit: mi = 0 (individuals cannot top-up the public benefit) 

2. Top-up benefit: mi ≥ 0 (individuals can top-up above M with private funds) 

Note that this setup also allows for a purely private health system, which is equivalent to a top-up 

benefit with M = 0. 

Function Specifications: We make the following specification choices for u(.), T (.) , and λ(.) : 

• Flow utility: u c( ) + c= b log ( ) , where b is a constant set so that the implied value of a 

life-year is $100,000 at c = $30,000 . We have also experimented with other constant 

relative risk aversion specifications (e.g., CRRA = 2) and found little change in the main 

results. 
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• Taxes: We model taxes as a scaled version of a baseline progressive schedule T y( i ) , so 0 

that T y( i ) = ⋅ 0 ( i ) where ττ T y  is the scale factor that the government sets to balance its 

budget. The baseline tax schedule 0 (  )T y  is set to be a smoothed version of the U.S. 

income, payroll, plus state tax schedules. This function smooths over jumps in marginal 

tax rates (which simplifies computation) and ensures globally increasing marginal tax 

rates, to avoid problems associated with non-convex budget sets. We first fit a polynomial 

function to the marginal tax rate schedule (with arguments of log ( y + 2000) to improve 

the fit) then integrate up to calculate the smoothed taxes owed schedule. Appendix Figure 

A.1 shows the resulting fit. 

• Health production function: The health production function captures the map between 

medical spending (m) and expected longevity/health. To specify this, we start by 

specifying a function for an annual survival rate σ ( )m (one minus the mortality rate): 

( ) = s + ( − ex p (−α ⋅ m ⋅ s − 0 )σ m 0 )) ( s1 max 

This function implies that an individual with no health care (m = $0) has a survival rate of 

s0 , and as m →∞  the survival rate approaches smax . The marginal returns to a given level 

of medical spending (i.e., the function concavity) are determined by α , with a larger α 
implying more concavity or more steeply diminishing returns at low levels of spending. 

Total life expectancy at age 65 equal the inverse of the mortality rate, or: 

λ ( ) m = 1 
σ m 

which is the life expectancy implied by a constant mortality rate of 1−σ ( )

1− ( ) 
m . We fix 

s = 0.75 in all years but estimate s and α separately to match spending and life 0 max

expectancy moments in each simulation year. To match the growing spending and 

improving longevity, we estimate that α declines (from 0.0012 in 1968 to 0.00016 in 

2045) and smax increases (from 0.82 in 1968 to 0.94 in 2045).  
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Government Policy Problem 

The government makes the following policy choices. It chooses the tax scalar ( )τ , cash 

transfer (R), medical benefit ( )M , and design of medical benefits to maximize the social welfare 

function: 

SW = λ ( ) ( ) m u c + e m ( ) ∑ i i i  
i 

subject to public budget constraint: 

∑(R + M ⋅ (1+κ ) + E ) =∑τ yi 1−⋅ ( ) ( ⋅ T0 χ τ( )) 
i i 

and where {m ci}i , are set by individual choices from the problem in (1) and κ captures the excess 

administrative costs of providing in-kind medical benefits as opposed to cash. The functions and 

parameters that need to be specified here are: 

• Egalitarian externality ( ( )e m ): The egalitarian externality determines the extra social value 

of medical spending that motivates in-kind medical benefits (as opposed to purely cash 

transfers). We specify it as the additional social value of living an extra year, valued at flow 

utility of consuming the year’s median income, ( )u yt . Mathematically: 

e m( ) ( ) ⋅ ( )= λ m  u yt 

By using a fixed ( )u yt for all individuals, it effectively places more weight on improving 

the health of the poor relative to their private value of health. 

• Deadweight loss of taxes: To capture these losses, we do not model a full labor supply 

problem but instead specify that levying taxes that reduce individuals’ consumption by $1 

only raises tax revenue of $ 1( − χ τ  ( )( ) ,  ) where χ τ  captures revenue leakage due to the 

excess burden of taxes. As taxes rise, ( )χ τ  will increase due to the rising marginal excess 

burden of higher tax rates. We specify the excess burden term as χ τ( )  = εTI ⋅MTR ( ) τ , 

where εTI MT ( ) is the elasticity of taxable income (assumed to be 0.5) and R τ is the 

average marginal tax rate for tax scalar τ . This function for χ τ( ) is derived from a 
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calculation of average revenue leakage (starting from an initial tax of 0) assuming a 

constant elasticity of taxable income. To see this, note that by definition: 

( ) = εTI ⋅d log (1−MTRd log Rev ) 
−dMTR 

= εTI ⋅1−MTR 

Now consider a particular income group g and consider a tax increase from MTR = 0 up to 

the rate implied by tax scalar τ , which is MTR 0,g ⋅τ where MTR 0,g is the group’s baseline 

marginal tax rate given the baseline tax schedule. We then adapt the formula for d log( Rev ) 

to approximate this discrete tax increase (starting from an initial MTR = 0): 

τ ⋅MTR − 0
% Re ⋅ 0, g = ε τ MTR g∆ vg ≈ εTI 1 0  TI ⋅ ⋅  0, − 

We then calculate an income-weighted average of this %∆Revg term across income groups 

% Rev = ε  τ  ⋅MTR = ε ⋅MTR χ τ = ∆ ⋅ τto generate ( ) TI 0, g TI ( ) . This captures a measure of the 

average percent change in revenue (or average “revenue leakage”) from the tax increase 

from zero. Note that this differs from the more familiar formula for the marginal revenue 

leakage of a tax increase (see Saez, Slemrod, and Giertz, 2012). 

• Administrative costs ( )κ : There is little evidence from which to draw on in specifying the 

costs due to administration. In practice, only the difference in κ  between the uniform and 

top-up settings is relevant for our analysis. We therefore normalize κ = 0 for the uniform 

systems (generous and optimal). We set κ = 2% for top-up benefits in order to add a small 

additional value of administrative costs ensures that the top-up policy need not always be 

socially preferable. In practice, this results in the optimal uniform benefits being socially 

preferred over top-up in the earlier years of the model and top-up benefits being preferred 

in later years. Both top-up and optimal uniform yield higher welfare than the generous 

uniform specification in all years. 
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Calibration to Medical Spending and Life Expectancy Data 

We flexibly calibrate the parameters smax and α of the health production function for each 

simulation year to match two moments: (1) the historical or projected Medicare spending per 

beneficiary, drawing on projections from the Medicare trustees, and (2) historical or projected 

average life expectancy at age 65 from the Social Security Administration (Bell and Miller, 2005). 

We match these moments under the policy of generous uniform medical benefits (i.e., M set at 

what the 95th income percentile would choose), since this is intended to proxy for the Medicare 

policy in place to generate the historical data. 

By flexibly calibrating ( )  in each simulation year, we capture the way that technology λ m 

improves to both extend life (and, more generally, quality of life) and to induce people to spend 

more on medical care. Because the estimation is just-identified, we match all of the moments 

exactly. Appendix Table A.1 lists the moments and parameter estimates for each simulation year. 

Appendix Figure A.1: Smoothed Tax Rate Functions for Model 
Marginal Tax Rates: Actual and Smoothed Average Tax Rates: Actual and Smoothed 
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Appendix Table A.1: Moments and Parameter Estimates 

Moments Parameter Estimates 
Medicare Spending 

Simulation Life Expectancy per Elderly Person Smax Alpha 
Year at Age 65 (in 2015 $) 

1968 $2,637 70.5 0.821 1.16E-03 
1975 $3,040 72.7 0.871 1.52E-03 
1985 $5,268 74.7 0.898 9.27E-04 
1995 $7,845 75.9 0.909 6.13E-04 
2005 $10,182 77.2 0.919 4.97E-04 
2015 $12,741 78.2 0.925 4.00E-04 
2025 $17,345 79.1 0.930 2.94E-04 
2035 $23,634 80.1 0.935 2.15E-04 
2045 $32,182 80.9 0.938 1.57E-04 
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