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

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

BACKGROUND

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

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

In December 2014, we reported that average premiums for health

insurance plans for individuals and families obtained through state and federal
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marketplaces had not changed from 2014 to 2015.> A common response to this finding was the ques-
tion: “Did this mean that insurers increased patient cost-sharing by imposing higher deductibles and
copayments?”

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

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

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

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

|
cost-sharing—equivalent to plans

Exhibit 1
with an actuarial value of 73 percent.” Percentage of Marketplace Enrollment
Individuals and families earning more by Metal Tier, June 2015
than 250 percent of the federal poverty
level do not qualify for subsidies that Platinum
reduce their cost-sharing. Gold % (1:3/: astrophic

For background purposes
Exhibit 1 shows enrollment by metal
tier on June 30, 2015. Silver plans Bronze
account for 68 percent of enrollment 21%
and bronze plans account for 21 per-
cent. Data in this issue brief are for peo-
ple with individual marketplace cover-
age who do not qualify for cost-sharing
reduction subsidies (i.e., they earn
more than 250 percent of the federal
poverty level).
Source: U.S. Department of Health and Human Services,
June 30,2015 Effectuated Enrollment Snapshot,

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

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

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

Exhibit 2
Average Change in Cost-Sharing Under Marketplace Plans, 2014-2015

Out-of-pocket limit* _ 2%
Copayment, specialty drug _ 1.49%
Copayment, nonpreferred drug* _ 2.81%

Copayment, preferred-brand drug -0.26% l
Copayment, generic drug* -2.17% _
Copayment, specialty physician -0.44% .
General deductible I 0.20%
r T T T T 1
-6% -4% -2% 0% 2% 4%

* Significant at p<.05.
Sources: Qualified health plan landscape files for federally facilitated marketplace, Nov. 2014;state insurance websites and
marketplace websites.

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

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

Deductibles

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

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

Although deductibles remained unchanged, on average, from 2014 to 2015, they dropped
for gold and platinum plans by 7 and 14 percent, respectively, but rose slightly for plans under the
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Exhibit 3
Percentage of Plans with General Deductible for Marketplace and
Employer-Based Plans

100%

000, 100% 99.80% 97.50%
80% 88.90%
70%
60%
s0% 58.50%
40%
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20%
10%
0%

Catastrophic Bronze Silver Gold Platinum Employer-based

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

Exhibit 4
Average General Deductible for Marketplace and Employer-Based Plans
(for plans with deductibles)

$7,000
$6,000
$5,000
$4,000
$3,000
$2,000

$1,000 $1,197 $1,217
$574

Catastrophic Bronze Silver Gold Platinum Employer-based

$0

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

lower-cost tiers: 4 percent for catastrophic plans, and 2 percent for bronze and silver plans. Insurers
seem to have viewed purchasers of lower-cost plans as seeking low premiums, and purchasers of
higher-cost plans as seeking low cost-sharing.

The share of enrollees who must meet a deductible before their plan pays for primary care
office visits ranges from 48 percent for catastrophic plans, to 26 percent for silver plans, to 15 percent
for platinum plans. Under employer-based coverage, some 29 percent of employees and dependents

must meet a deductible before their plan pays for primary care visits® (Exhibit 5).
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Exhibit 5

Percentage of Plans Where the Beneficiary Must Meet a Deductible for
Primary Care Reimbursement and for Prescription Drug Reimbursement
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Sources: Qualified health plan landscape files for federally facilitated marketplace, Nov. 2014;state insurance websites and
marketplace websites.

The share of plans requiring enrollees to meet a deductible before prescription drug coverage
begins ranges from 97 percent for catastrophic plans, to 52 percent for silver plans, to 17 percent for
platinum plans. For employer-based plans, this figure is 11 percent’ (Exhibit 5).

Of course, these figures vary from state to state. The states with the highest share of plans
under which enrollees must meet a deductible before insurers pay for primary care visits include
Maryland (100 percent of plans) Vermont (80 percent), Minnesota (63 percent), and Utah (61
percent). States with the lowest share of plans under which enrollees must meet a deductible before
insurers pay for primary care visits are New Mexico (17 percent), Oklahoma and Kansas (22 percent),
and Arkansas (26 percent).

For prescription drugs, states with the highest share of plans under which enrollees must
meet a deductible are Maryland and Montana (100 percent), Arkansas (90 percent), and North
Dakota and New Hampshire (88 percent). States with the lowest share of plans under which enrollees
must meet a deductible are Hawaii (14 percent), Nevada (39 percent), and Rhode Island and West
Virginia (40 percent).

Copayments and Coinsurance for Office Visits

Copayments require patients to pay a fixed fee such as $25 per visit regardless of the costs incurred
related to that visit. Coinsurance obligates patients to pay a share of the cost—commonly 20 percent
under employer-based coverage.

Coinsurance requires patients to assume greater financial risk for the cost of care, but pro-
vides greater incentive for them to monitor that cost. Under employer-based coverage, growing reli-
ance on high-deductible health plans with options for tax-preferred savings to pay out-of-pocket
medical expenses, and declining HMO enrollment, have spurred a slight increase in the use of
coinsurance.'’

Copayments are the major vehicle for cost-sharing for primary care and specialist office visits

under marketplace plans. Enrollees in these plans contribute copayments nearly four times as often



6 THE COMMONWEALTH FUND

as they pay coinsurance when visiting primary care clinicians, and three times as often when visit-
ing specialists. The average copayment for primary care visits ranges from $39 under bronze plans
to about $17 under platinum plans. The average copayment for such visits under all marketplace

plans—28.64—is more than the average under employer-based plans ($24) (Exhibit 6).

Exhibit 6. Share of Plans Using Copayments and Coinsurance for Primary Care and
Specialty Care, and Average Copayment and Coinsurance by Plan Tier, 2015

All
marketplace Employer-
Catastrophic ~ Bronze Silver Gold Platinum plans based

Primary care visit

Use copayment 52.3% 38.7% 75.1% 82.5% 94.5% 66.4% 73%

Use coinsurance 0.4% 34.9% 15.3% 12.6% 3.3% 18.6% 18%

Average copayment $34.83 $39.05 $30.39 $23.16 $17.24 $28.64 $24
Specialist care visit

Use copayment 11% 31.9% 71.8% 81.2% 95.0% 60.0% 72%

Use coinsurance 1.6% 39.7% 18.3% 14.9% 3.4% 21.6% 71%

Average copayment $63.69 $66.47 $57.66 $45.23 $31.24 $52.15 $36

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and
state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry |. Kaiser Family Foundation, Sept. 2014).

Copayments for visits to specialty clinicians are higher, averaging $52, and range from $66
for bronze plans to $31 per visit for platinum plans. The average copayment for these visits is sub-

stantially higher than the $36 average under employer-based coverage (Exhibit 6).

Out-of-Pocket Limits

Out-of-pocket limits protect consumers from incurring catastrophic bills. From 2014 to 2015, out-
of-pocket limits for marketplace plans declined by 1.7 percent (Exhibit 7). For households earning
250 percent or more of the federal poverty level, the Department of Health and Human Services
raised out-of-pocket limits about 3.2 percent during that period."" Platinum plans saw the largest
increase—4.3 percent—while catastrophic plans had the sharpest decline: —3.6 percent. In contrast,
out-of-pocket limits increased on average in employer plans by 4.6 percent.

The out-of-pocket limit for all marketplace plans averaged $5,519 in 2015, and ranged
from $6,581 for catastrophic plans to $5,866 for silver plans to $2,347 for platinum plans. Under
employer-based coverage, the out-of-pocket limit averaged $3,409 (Exhibit 8).

Catastrophic plans have different cost-sharing provisions from those of other metal tiers.
Under most catastrophic plans, the deductible and the out-of-pocket limit are the same dollar figure.

When enrollees exceed this threshold amount, they do not pay for additional services.
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Exhibit 7. Average Out-of-Pocket Limit by Plan Tier and Percentage Change, 2014-2015

Employer-
Category Catastrophic Bronze Silver Gold Platinum All plans based
2014 $6351.25 $6272.15 $5869.40 $4538.16 $2452.00  $5428.68 $3260*
2015 $6580.92 $6375.80  $5865.84  $4634.20 $2346.52 $5519.10 $3409
Percent -3.6% -1.7% 0.1% -21% 43% -17% 4.6%
change

* Authors estimate from Kaiser Family Foundation, Employer Health Benefits: 2014 Annual Survey (Menlo Park, Calif.: Henry |.
Kaiser Family Foundation, Sept. 2014).

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and
state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry |. Kaiser Family Foundation, Sept. 2014).

Exhibit 8
Average Out-of-Pocket Limit and Percentage Change, 2014-2015

$7,000
$6,000 § $6,272 96,376
$5,869
$5,000
$4,000 $4,538
$3,000 $3,260 $3,409
$2,000 $2,452¢2 346
$1,000
$0
2014 2015 2014 2015 2014 2015 2014 2015 2014 2015 2014 2015
Catastrophic Bronze Silver Gold Platinum Employer-based*

* Authors’ calculation.

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

Copayments and Coinsurance for Prescription Drugs
Copayments are the dominant form of cost-sharing for generic drugs, used by 69 percent of plans
(Exhibit 9). For more expensive drugs, the use of copayments declines and the use of coinsurance
increases. Some 62 percent of plans require copayments for preferred-brand drugs, 44 percent require
them for nonpreferred drugs, and 14 percent require them for specialty drugs.'> Comparable figures
for employer-based plans are 85 percent for generics, 77 percent for preferred drugs, 73 percent for
nonpreferred drugs, and 39 percent for specialty drugs.

Higher-tier marketplace plans require copayments more often than coinsurance. Some
53 percent of bronze plans, 78 percent of silver plans, 83 percent of gold plans, and 95 percent of
platinum plans require copayments for generic drugs, while the share of higher-tier plans using coin-
surance declines. The average copayment increases for more expensive drugs, rising from $13 for
generics, to $44 for preferred-brand drugs, to $79 for nonpreferred drugs, to $142 for specialty drugs
(Exhibit 10).
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Exhibit 9. Share of Plans Using Copayments and Coinsurance for Generic, Preferred,
Nonpreferred, and Specialty Drugs, 2015

Employer-
based
Category Catastrophic  Bronze Silver Gold Platinum All plans (2014)
(g::rf:r’i’:‘derztgss' 0.2% 530%  781%  825%  94.6% 68.5% 85%
(g::r:"esrr’crij':ﬁzs 1.78% 25.3% 9.3% 5.5% 2.4% 121% 1%
Copayments,
preferred- - 36.4% 74.0% 82.1% 96.5% 62.4% 77%
brand drugs
Coinsurance,
preferred- 1.8% 36.4% 18.9% 14.7% 31% 20.8% 72%
brand drugs
Copayments,
nonpreferred - 27.0% 46.9% 61.4% 79.9% 44.2% 73%
drugs
Coinsurance,
nonpreferred 1.45% 46.5% $1.7% 34.6% 19.5% 37.6% 25%
drugs
g:fcﬁzg,egfjgs - 3.8% 172%  203%  29.2% 14.0% 39%
Coinsurance, 2.8% 689%  701%  742%  682% 66.8% 49%

specialty drugs

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and
state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry |. Kaiser Family Foundation, Sept. 2014).

Exhibit 10. Average Copayment for Generic, Preferred, Nonpreferred, and Specialty Drugs, 2015

Employer-
based
Category Catastrophic ~ Bronze Silver Gold Platinum All plans (2014)
Average copayment, $13.95 $1903  $1298  $11.00  $743 $13.22 11
generic drugs
Average copayment, $60.59  $4755  $37.07  $2542 $44.11 $31
preferred-brand drugs
Average copayment, - $10234  $8372  $7261  $46.96 $78.66 $53
nonpreferred drugs
Average copayment, - $14972  $163.09 $12699  $107.25 $141.72 $83

specialty drugs

Sources: Qualified health plan landscape file for federally facilitated marketplaces, Nov. 2014; state insurance websites and
state marketplace websites for state-based marketplaces, Nov. 2014; Kaiser Family Foundation, Employer Health Benefits: 2014
Annual Survey (Menlo Park, Calif.: Henry |. Kaiser Family Foundation, Sept. 2014).
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As one would expect, the average copayment usually drops as the actuarial value of the tiers
increases. For example, the average copayment for generic drugs is $19 for bronze plans, $13 for silver
plans, $11 for gold plans, and $7 for platinum plans. Copayments under employer-based plans are

considerably lower than under marketplace plans for all formulary tiers except generics.

Our analysis shows that stable premiums from 2014 to 2015 do not reflect more cost-sharing.
Opverall, cost-sharing is greater under catastrophic, bronze, and silver plans than under employer-
based coverage, while cost-sharing under the typical gold plan is roughly equivalent to that under
employer-based coverage.

Silver plans—which account for 68 percent of marketplace enrollment—have daunting
deductibles and out-of-pocket limits: $2,951 and $5,866, respectively. However, the majority of
enrollees in silver plans qualify for and are enrolled in coverage with reduced cost-sharing.

For prescription drugs, marketplace plans lack the financial protection provided by employer-
based plans. Some 91 percent of bronze plans, 52 percent of silver plans, and 37 percent of gold plans
require enrollees to meet a deductible before receiving coverage for prescription drugs, compared with
only 11 percent of enrollees with employer-based coverage. Out-of-pocket limits are also notably
higher under marketplace plans than under employer-based plans. However, a majority of enrollees in
marketplace plans—56 percent—obtain reduced cost-sharing.

States with their own health insurance exchanges—which account for 27.5 percent of all
enrollees in marketplace plans—usually have lower shares of enrollees with reduced cost-sharing than
states that rely on the federal exchange. Most of the former have expanded Medicaid, while most of
the latter have not. States with their own exchanges also tend to have higher per capita income than
states that rely on the federal exchange. The result is that a much greater share of insured residents
in the federal marketplace states who earn 100 percent to 138 percent of the federal poverty level are
enrolled in marketplace plans rather than Medicaid.

Low-income households—those earning 100 percent to 250 percent of the federal poverty
level—rate their coverage more highly than moderate-income households: those earning more than
250 percent of the federal poverty level. Some 70 percent of low-income households rate their cover-
age as “excellent,” very good,” or “good,” while 20 percent rate it “poor” or “fair.” Comparable figures
for moderate-income households are 64 and 27 percent, respectively.'> Reduced cost-sharing for low-

income households may be a major factor in this disparity.

ABOUT THIS STUDY

We analyzed data on 2,964 plans offered in 2014 and 4,153 offered in 2015 in 49 states and
Washington, D.C. Data on plans in states that rely on the federal exchange are from Qualified
Health Plan Landscape Files maintained by the Centers for Medicare and Medicaid Services.
Data from states with their own exchanges are from marketplace websites maintained by
state departments of insurance.

Within each state, we downloaded data from all carriers and plans within three “rating
areas,” which all insurers must use to set their rates: one urban, one suburban, and one rural.
Weights reflect the probability that we would have selected the rating area from among the
sample, as well as the population of the rating area. We designated statistical significance
when p<.05.
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