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1 | INTRODUCTION
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Abstract

Objective: To investigate how changes in insurer participation and composition as
well as state policies affect health plan affordability for individual market enrollees.
Data Sources: 2014-2019 Qualified Health Plan Landscape Files augmented with
supplementary insurer-level information.

Study Design: We measured plan affordability for subsidized enrollees using pre-
mium spreads, the difference between the benchmark plan and the lowest cost plan,
and premium levels for unsubsidized enrollees. We estimated how premium spreads
and levels varied with insurer participation, insurer composition, and state policies
using log-linear models for 15 222 county-years.

Principal Findings: Increased insurer participation reduces premium levels, which
is beneficial for unsubsidized enrollees. However, it also reduces premium spreads,
leading to lower plan affordability for subsidized enrollees. States responding to
cost-sharing reduction subsidy payment cuts by increasing only silver plans’ premi-
ums increase premium spreads, particularly when premium increases are restricted
to on-Marketplace silver plans. The latter approach also protects unsubsidized, off-
Marketplace enrollees from experiencing premium shocks.

Conclusions: Insurer participation and insurer composition affect subsidized and un-
subsidized enrollees’ health plan affordability in different ways. Decisions by state
regulators regarding health plan pricing can significantly affect health plan afford-

ability for each enrollee segment.
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interest to policy makers and the public because they are the most
salient measure of health plan affordability in the individual market.

Insurer participation in the Federally Facilitated Marketplace (FFM)
increased in 2019 for the first time since 2016. As shown in Figure 1,
the number of monopoly counties—those with a single insurer—de-
creased by roughly one-third from 1405 to 936. While overall premi-
ums did not decrease substantially in 2019 despite increased insurer
participation, empirical evidence has demonstrated that increased
insurer participation and stronger competition are associated with

lower premiums.>> Premium levels represent a key outcome of

Yet, for the 81 percent of Marketplace enrollees who receive ad-
vanced premium tax credits,® the ability to afford health insurance
is determined by the pricing of the second lowest cost silver plan
premium (ie, the benchmark plan) relative to other plans offered in
the market.

Given the advanced premium tax credit (APTC) program design,
the difference or “spread” in premiums between the benchmark plan

and the lowest cost plan determines the minimum cost at which a
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FIGURE 1 Insurer participation in
Federally Facilitated Marketplace counties
from 2014 to 2019 [Color figure can be
viewed at wileyonlinelibrary.com] 80
Notes. Data reflect all counties in 38 of
the 40 states that used the Federally
Facilitated Marketplace from 2014 to
2019. Alaska and Nebraska were excluded
because insurers participate in their
Marketplaces at the three-digit zip code
level rather than the county level. Some
states only participated in the Federally
Facilitated Marketplace in some years,
such as Oregon (2015-2019) and Kentucky
(2016-2019). 0-
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subsidized enrollee can purchase a Marketplace plan. As such, the
premium spread is an important measure of plan affordability for
subsidized enrollees. When the premium spread increases in mag-
nitude, the postsubsidy premium of the lowest cost plan decreases
for subsidized enrollees. In cases where enrollees’ incomes are suffi-
ciently low and/or premium spreads are sufficiently large, enrollees
may purchase the lowest cost plan for zero dollars out-of-pocket.
Premium spreads expanded considerably in 2018 as a result of the
Trump Administration's decision to cut cost-sharing reduction (CSR)
subsidies to insurers.”

Studies that have investigated plan affordability in the
Marketplaces to date have focused almost exclusively on premi-
ums.*®1! The literature has established that increased insurer
competition results in lower Marketplace premiums.?> Insurers
operating in counties with multiple competitors have an incentive
to lower premium levels because Marketplace consumers are very
price sensitive with respect to health plan choice.**™ Plans with
lower premiums also are presented to consumers first when they
search healthcare.gov, which positively affects choice.*>® However,
no study to our knowledge has examined the relationship between
insurer competition and premium spreads.

Economic theory suggests that the incentives facing insurers
regarding premium spreads vary depending on competition.”’18
Individual insurers in a competitive market have little control over
premium spreads because it is unclear during the rate filing and
regulatory review period—this occurs well in advance of open en-
rollment’which plan will be designated as the benchmark plan
and which plan will become the lowest premium plan. Monopolist
insurers, however, can unilaterally determine the size of the pre-
mium spread and have a strong incentive to increase it. By creat-
ing a large premium spread and thus making low- or zero-premium
plans available to subsidized enrollees, monopolists can attract
enrollees into the Marketplaces who have lower willingness to
pay for insurance. Even though insurers receive little to no direct
premium revenue from such enrollees, they still receive large sub-

sidy payments from the federal government. It is thus possible
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that plan affordability for subsidized enrollees (based on the pre-
mium spread) has an inverse relationship with insurer competition.
Insurer behavior also may vary depending on insurers’ objective
functions.?® For example, nonprofit insurers may seek to maximize
enrollment rather than profits.

This article explores how insurer behavior affects health plan
affordability in the FFM counties from 2014 through 2019 by ex-
amining how the number and type of insurers participating in FFM
counties affect both premium levels and spreads. It also considers
how Medicaid expansion decisions and states’ responses to CSR
subsidy cuts affected premium levels and spreads. Unlike previ-

ous studies, >

we do not rely on cross-sectional variation across
counties to identify the effect of insurer participation on premiums.
Instead, we use within-county variation in insurer participation over
time. This more robust approach allows us to control for all time-in-

variant county characteristics in our analysis.

2 | BACKGROUND

2.1 | Regulation of Health Insurance Marketplace
premiums

The Health Insurance Marketplaces created by the Affordable Care
Act (ACA) use a system of modified community rating for setting
plan premiums. Under this system, insurers cannot vary the price
of a given plan's premium except for predefined bands on the basis
of an enrollee's age (3:1), smoking status (1.5:1), and geography. The
latter prohibits insurers from varying premiums within clusters of
counties known as rating areas, though insurers may selectively
enter only certain counties within a rating area as a risk screening
mechanism.?? The ACA also introduced greater plan standardization,
such that each plan offered by insurers corresponds to an actuarial
value “metal level,” including 60 percent for bronze, 70 percent for
silver, 80 percent for gold, and 90 percent for platinum. The lowest
cost plan in a county is typically a bronze plan, though this may not
be the case if there are no bronze plans offered in the county.
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FIGURE 2 Expected monthly
contribution amounts for a subsidized
marketplace enrollee [Color figure can be
viewed at wileyonlinelibrary.com]

Notes. A zero-dollar plan is available to
an enrollee when the premium spread

is greater than or equal to the enrollee's
expected monthly contribution amount.
Expected monthly contributions increase
slightly each year; displayed expected
monthly contributions are for 2018.
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Marketplace enrollees can receive advanced premium tax cred-
its (APTCs) to reduce their out-of-pocket plan premium if they
have modified adjusted gross incomes at or below 400 percent of
the Federal Poverty Level (FPL), do not have an affordable offer of
health insurance from an alternative source (eg, an employer), and
do not qualify for public insurance such as Medicaid. The value of
an enrollee's APTC is defined as the difference between the second
lowest cost “benchmark” plan's premium and a designated percent-
age of household income. Specifically, APTCs reduce the premium
an enrollee pays for the benchmark plan to an expected contribution
amount that is a percentage of household income. In counties where
only one silver plan is available, the sole silver plan is the benchmark
plan.

The amount an enrollee pays for a nonbenchmark plan is the en-
rollee's expected contribution amount less the difference between
the premium of the benchmark plan and the nonbenchmark plan.
For example, consider a single enrollee in 2018 whose income is 180
percent of the FPL. The expected monthly contribution amount for
180 percent of the FPL is roughly $100. Suppose that the pre-APTC
monthly premium of the benchmark plan available to the enrollee is
$200 and that the pre-APTC monthly premium of the lowest cost
plan available to the enrollee is $140. The premium spread in this
case is $60 (ie, the $200 benchmark premium less the $140 lowest
cost plan premium). The enrollee would pay $40 for the lowest pre-
mium plan, which is equal to the enrollee's $100 expected monthly
contribution amount less the $60 premium spread. The relationship
between expected monthly contribution amounts by income and

premium spreads is shown in Figure 2.

2.2 | Silver loading and increased premium spreads

On October 12,2017, the Trump Administration announced it would
cut cost-sharing reduction (CSR) subsidy payments to insurers.?3
Marketplace enrollees with incomes at or below 250 percent FPL
qualify for CSR subsidies, which reduce their cost-sharing (eg, co-
pays, deductibles) obligations at the point of utilization and thereby
increase the actuarial value of silver plans from 70 percent to 73

400

percent, 87 percent, or 94 percent depending on an enrollee's in-
come. Even after the Administration cut CSR subsidy payments, in-
surers remain legally obligated to provide CSR plans to qualifying
enrollees.

In response to the CSR payment cuts, 42 of 51 state insurance
commissioners instructed insurers to silver load their premiums for
the 2018 plan year.?*?% Three more states silver loaded in 2019.%
Under silver loading, insurers offset the expected loss of revenue
from CSR subsidies by increasing the premiums of their silver plans,
but not the premiums of plans of other metal levels. Since the bench-
mark plan is, by definition, a silver plan, silver loading resulted in
large increases in premium differences between the benchmark plan
and nonsilver plans. States that did not silver load implemented a
broad load strategy under which all premiums increased to offset the
lost revenue from the CSR subsidy payment cuts. Six states used a
broad load approach in 2018 (CO, DE, IN, MS, OK, and WV); three
did in 2019 (IN, MS, and WV).

There are two forms of silver loading: on- and off-Marketplace
silver loading and on-Marketplace only silver loading. Under the for-
mer approach, both on- and off-Marketplace silver plans’ premiums
are increased to offset CSR subsidy payment losses. Eighteen states
used on- and off-Marketplace silver loading in 2018; nineteen did
in 2019.% The latter approach, referred to in the gray literature as

the “silver switcharoo,”?’

was implemented by 24 states in 2018 and
29 states in 2019.%° Under on-Marketplace only silver loading, silver
premiums are increased for on-Marketplace silver plans only. Silver
plans in the off-Marketplace do not contain the markup to offset
CSR subsidy payment cuts. This is made possible by state insurance
commissioners allowing insurers to sell off-Marketplace plans that
are very similar but not identical to on-Marketplace plans in terms of
benefits. These variant plans do not contain offsets for CSR subsidy
cuts. This strategy thus shields off-Marketplace enrollees from pre-
mium increases due to CSR subsidy cuts.

Silver loading increased premium spreads in 2018 to the point
that a nonsmoking 40-year-old adult making $25 000 could pur-
chase at least one bronze plan for zero dollars in 1679 counties.”

As shown in Figure 2, mean 2014-2017 premium spreads allowed
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single enrollees at or below 149 percent of the FPL to purchase the
lowest premium plan for zero dollars. After CSR cuts, mean premium
spreads increased such that in 2018-2019, enrollees at or below 208
percent of the FPL could purchase the lowest premium plan for zero
dollars. Accordingly, 2018 saw increases in bronze and gold plan en-
rollment and a decrease in silver plan enrollment.?* It is not clear,
however, whether these changes were due to existing enrollees
switching away from silver plans or new enrollees joining the FFM
due to the availability of zero-dollar premium plans. Regardless, in-
creased premium spreads have increased the affordability of plans
available to subsidized Marketplace enrollees.

3 | METHODS

3.1 | Data and study population

Our primary data source was the 2014-2019 Qualified Health Plan
Landscape File made available by healthcare.gov (QHP). The QHP
lists every health plan available in the FFM at the county level, in-
cluding premiums, deductibles, metal level, and the insurer offering
the plan. We augmented the QHP data with insurer characteris-
tics from the 2014-2016 Annual Filing Statements of the National
Association of Insurance Commissioners (NAIC), the 2014-2016
Center for Consumer Information and Oversight MLR filing data,
and the Kaiser Family Foundation's listing of Medicaid managed care
organizations,?® to characterize the types of insurers selling insur-
ance in the FFM.

Our unit of analysis was the county-year, since Marketplace in-
surers choose to offer plans at the county level on an annual basis.
Our sample included 38 of the 40 states that used the FFM from
2014 to 2019. We excluded Alaska and Nebraska, which define their
rating areas at the three-digit zip code rather than the county level.
Some states, such as Hawaii, Kentucky, and Oregon, did not use the
FFMin all years; we included them in the years that they used it. Our
final analytic sample consisted of 15 222 county-years representing
2646 counties.

3.2 | Outcomes and measures

We examined two outcomes that reflect health plan affordability
for FFM enrollees. First, we examined the minimum silver premium,
defined as the pre-APTC monthly premium of the lowest cost silver
plan available to a 30-year-old, nonsmoking adult. Minimum silver
premiums capture the lowest price at which an unsubsidized en-
rollee may purchase a silver plan in the county-year. Even after CSR
payment cuts, silver plans have remained the most popular choice
among FFM enrollees.

Second, to measure plan affordability for enrollees qualifying for
APTCs, we examined the premium spread, defined as the difference
in monthly premiums between the benchmark plan and the lowest
cost plan. As the premium spread increases, the monthly premium
that an enrollee must pay to purchase the lowest cost plan decreases.
Holding an enrollee's income constant, an increasing percentage of
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subsidized enrollees gain access to zero-dollar premium plans as

premium spreads increase. As shown in Figure 2, at mean premium
levels across FFM counties, zero-dollar plans were available to sin-
gle enrollees with incomes at or below 149 percent of the FPL from
2014 to 2017. When CSR payments were not paid in 2018 and 2019,
they became available to single enrollees with household incomes
up to 208 percent of the FPL at mean premium levels.”

We explored how minimum silver premiums and premium
spreads vary according to the number and composition of insurers in
a county. The literature indicates that most of the gains from com-
petition in the individual market are realized in markets with three
competing insurers.?> Accordingly, we categorized insurer partici-
pation as markets with one insurer, two insurers, or three or more
insurers in a given county-year. We characterized the composition of
insurers in a county-year based on whether certain types of insurers
are present. For this purpose, we grouped insurers into four mutually
exclusive categories: (1) Blue Cross Blue Shield insurers; (2) Big four
insurers (UnitedHealth Group; Humana, Aetna, Cigna); (3) Medicaid
managed care insurers (eg, Centene, Molina); and (4) other.

We also controlled for whether a county was located in a state
that had expanded Medicaid as reported by the Kaiser Family
Foundation.?’ It has been shown that insurers tend to decrease pre-
miums when they can anticipate that a state will expand Medicaid.*°
Accordingly, we set the Medicaid expansion indicator equal to one
only if a given state had expanded Medicaid by September of the
preceding year. Finally, we controlled for whether a state used on-
and off-Marketplace silver loading or only on-Marketplace silver
loading in 2018 and 2019 as reported by Gaba et al?® Broad loading
was the reference category.

3.3 | Statistical analysis

We used multivariate linear regression at the county-year level to
examine associations of insurer participation and composition with
our outcomes, which we transformed to be the logs of minimum pre-
miums and premium spreads to account for their skewed distribu-
tions. We estimated our models at the county rather than the rating
area level because insurers can choose to participate in individual
counties even though they must price their plans uniformly within
rating areas.?'®22 We included county fixed effects in our models
to account for time-invariant county demographic characteristics,
county provider characteristics, and state regulatory character-
istics. We also included year fixed effects to capture overarching
changes in the FFM over time, such as federal changes in actuarial
value bands.®! Finally, we included state-year indicators for whether
a county is in a state that expanded Medicaid and the type of silver
loading used in a given year. We clustered standard errors at the
rating area level to account for the regulation that insurers may not
vary plan characteristics for the same plan across counties within
the same rating area.

We relied on within-county variation in insurer participation
over time to identify the effect of insurer participation on premium
levels and premium spreads. As shown in Figure 1, the FFM has
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experienced considerable variation in insurer participation over the

study period. For example, from 2016 to 2017, the percentage of
counties with one participating insurer increased from 7.34 percent
to 35.85 percent. Unlike previous studies that used cross-sectional
variation across counties to identify the effect of insurer partic-
ipation on premiums,>>?! this more robust approach allows us to
control for all time-invariant county characteristics that could in-
fluence our outcomes through the use of county fixed effects. Our
identification strategy is similar for state policies in that we relied
on within-county variation in exposure to state policies over time to
identify state policy effects. Numerous states expanded Medicaid
after 2014,%? and there is substantial variation in silver loading strat-

egies across time and states.?¢

3.4 | Limitations

We acknowledge three limitations. First, our model does not control
for demographic or provider market changes within counties over this
time period. While our insurer participation and composition variables
account for changes among insurers over time, large demographic or
provider market changes over time may introduce bias into our model.
Large demographic changes over a six-year period, however, are un-
common. Additionally, our use of county fixed effects in our model
addresses time-invariant county characteristics that previous studies
with cross-sectional research designs could not. While it is possible
that provider consolidation activity from 2014 to 2019 could introduce
bias to our model estimates, it is not possible to sign the bias. Second,
our analysis is focused on plan affordability and does not address other
downstream, out-of-pocket costs that enrollees could incur at the point
of utilization, such as deductibles and copayments. Third, our analysis
is limited to Marketplace plans in FFM states and may not generalize to

State-Based Marketplaces.

4 | RESULTS

4.1 | Descriptive statistics

As shown in Table 1, the mean minimum silver premium was
$360.17 per month across the study period after adjusting for in-
flation. Average, minimum silver premiums increased from $269.45
in 2014 to a high of $468.17 in 2018, with a slight reduction to
$452.10 in 2019. We observed an inverse relationship between
minimum silver premiums and insurer participation—from $428.28
in monopoly counties to $294.09 in counties with three or more
insurers.

Mean premium spreads were roughly $60 from 2014 through
2017. They increased sharply to $133.52 and $147.94 in 2018 and
2019, respectively, following the Administration's decision to elimi-
nate CSR subsidy payments. Unlike minimum silver premiums, pre-
mium spreads were inversely related to insurer participation and
ranged from an average of $111.94 in monopoly counties to $65.32
for counties with three or more insurers.

Table 1 also summarizes insurer composition by insurer partic-
ipation and over time. Blue Cross Blue Shield (BCBS) insurers were
the monopolist insurer in 73.11 percent of county-years in the
sample. Medicaid managed care (MMC) insurers were the monop-
olist insurer in 16.24 percent of county-years, and other insurers
made up the remaining 10.66 percent. Insurers with BCBS affili-
ation were present in over 80 percent of FFM counties through
2017. They reduced their presence to 65.69 percent in 2018 and
then increased it to 73.34 percent of counties in 2019. Medicaid
managed care insurers participated in roughly 40 percent of FFM
counties over time. Unlike other types of insurers, big four insur-
ers did not increase their presence in the FFM in 2019 after exit-
ing over 50 percent of counties in 2017.

TABLE 1 Plan affordability and insurer composition by insurer participation and time, N = 15 222

Insurer participation Year
1 2 3+ 2014 2015 2016 2017 2018 2019
Affordability (Monthly $)
Minimum silver 428.28 363.77 294.09 269.45 268.69 292.26 356.93 468.17 452.1
premium
premium spread 111.94 95.81 65.32 58.65 57.36 55.23 68.32 133.52 147.94
Insurer composition
Blue cross blue 73.11 75.42 87.09 85.37 85.30 83.71 84.92 65.69 73.34
shield
big four 4.07 30.90 46.64 37.86 56.34 68.83 13.00 2.96 3.62
Medicaid managed 16.24 35.86 55.91 33.00 38.29 39.11 36.19 40.00 44.90
care
Other 6.59 38.36 75.15 52.13 50.08 45.60 39.42 37.38 43.86

Note: Premiums are inflated to 2019 dollars using the medical CPI. Big four insurers include Aetna, Cigna, Humana, and United. Blue Cross Blue
Shield includes all affiliated insurers. Medicaid managed care includes nonbig four, non-Blue Cross Blue Shield insurers with a presence in their

state's Medicaid managed care market.
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TABLE 2 Percentage changes in minimum silver premiums, premium spreads

Log minimum silver premium
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Log premium spread

Percentage change  Coefficient

Insurer participation

1insurer 18.47 0.170***

2 insurers 8.47 0.081***

3+ insurers (reference) - -
Insurer composition

Blue cross blue shield 14.59 0.136***

Big four -0.99 -0.01

Medicaid managed care -8.1 -0.085**

Other 6.58 0.064***
State insurance policies

Medicaid expansion -8.91 -0.093*

Silver load: broad load = =

Silver load: on and off 17.14 0.158***

Silver load: only on 18.67 0.171***
Year

2014 (reference) - -

2015 2.85 0.028**

2016 14.63 0.137***

2017 31.86 0.277***

2018 50.79 0.411***

2019 46.69 0.383***
Constant 2254191 5.422%**
R-Squared 0.85
Sample size 15222

Standard error Percentage change Coefficient Standard error
0.022 34.56 0.297*** 0.052
0.014 15.01 0.140*** 0.034
0.022 57.43 0.454** 0.055
0.02 13.32 0.125** 0.038
0.027 -16.32 -0.178** 0.067
0.018 16.95 0.157*** 0.043
0.04 -15.51 -0.169 0.106
0.041 78.47 0.579*** 0.099
0.038 121.18 0.794*** 0.106
0.01 1.53 0.015 0.028
0.014 -2.26 -0.023 0.033
0.031 11.83 0.112* 0.052
0.051 32.53 0.282* 0.114
0.051 36.06 0.308* 0.12
0.032 3233.78 3.507*** 0.083
0.73
15218

Note: Percentage changes are calculated as one minus the exponentiated coefficient times 100. Both models include county fixed effects. Insurer
composition variables are indicators for whether any insurer of the given type is present. Premiums are inflated to 2019 dollars using medical
CPI. The log premium spread has four missing observations for counties where the premium spread is zero and the log of the premium spread is

undefined.
*P < 0.05.
**P < 0.01.
***p < 0.001.

4.2 | Regression analysis

Regression analysis results are shown in Table 2. We regressed log
minimum silver premiums on insurer participation, insurer compo-
sition indicators, time-varying state policies, and county and year
fixed effects. Relative to counties with three or more insurers and
all else held constant, minimum silver premiums were 8.47 percent
higher (P < 0.001) in counties with two insurers and 18.47 percent
higher (P < 0.001) in counties with one insurer. Relative to the mean
2019 monthly minimum silver premium of $452.10, these coeffi-
cients may be interpreted as $38.30 and $83.50 increases in mini-
mum silver premiums. We also found that minimum silver premiums
are 14.59 percent higher (P < 0.001) in counties with BCBS insur-
ers, 8.10 percent lower (P < 0.01) in counties with Medicaid man-
aged care insurers, and 8.91 percent lower (P < 0.05) in counties

in Medicaid expansion states. These percentages equate to 2019

minimum silver premium changes of $65.96, -$36.62, and -$40.28,
respectively. Counties in on- and off-Marketplace silver loading and
on-Marketplace only silver loading states were associated with mini-
mum silver premiums that were 17.14 percent (P < 0.001) and 18.67
percent (P < 0.001) higher, corresponding to 2019 minimum silver
premium increases of $77.49 and $84.41, respectively. Year fixed
effects suggest large minimum silver premium increases over time
relative to 2014 even after controlling for inflation.

We also report results for the log premium spread model in
Table 2. Relative to counties with three or more insurers, premium
spreads were 14.00 percent higher (P < 0.001) in counties with two
insurers and 29.70 percent higher (P < 0.001) in counties with one
insurer. Relative to the 2019 mean premium spread of $147.83, these
coefficients may be interpreted as $22.19 and $51.09 increases in
premium spreads. Counties with BCBS insurers were associated with
premium spreads that were 57.43 percent higher (P < 0.001) relative



DRAKE ano ABRAHAM

736
4‘—“HSRHealth Services Research H

to those without, while counties with Medicaid managed care in-

surers were associated with premium spreads that were 16.32 per-
cent (P < 0.01) lower. Medicaid expansion was not associated with
log premium spreads. On- and off-Marketplace silver loading and
on-Marketplace only silver loading had large effects on premium
spreads of 78.47 percent (P < 0.001) and 121.18 percent (P < 0.001),
corresponding to $116.00 and $179.14 increases in 2019 premium
spreads, respectively. The positive significance of the 2018- and
2019-year fixed effects is consistent with the shock resulting from
the change of policy regarding the payment of CSR subsidies to

insurers.

4.3 | Sensitivity analyses

We conducted four sensitivity checks. First, we assessed the sensitiv-
ity of our results to different categorizations of insurer participation.
Our results were robust to classifying the most competitive markets
as having four or more and five or more insurers. Second, we tested
whether creating a separate category for states that allowed but did
not require insurers to silver load their premiums affected our results.
In our baseline models, we coded states that allowed but did not re-
quire insurers to silver load as on- and off-Marketplace silver loading
states. Six states used this approach in 2018 (AZ, GA, MT, NM, IL,
and TX), and two did so in 2019 (IL and TX). When we placed these
states into their own category, changes to our results were negligible.
Third, we estimated our models at the rating area level rather than
the county level. Our results were unchanged except for the asso-
ciation between having two insurers in the rating area-year and log
minimum silver premiums, which was no longer significant. We thus
interpret this result with caution. Fourth, we interacted the BCBS
and Medicaid managed care composition variables with insurer par-
ticipation to examine whether strategies employed by these types
of insurers under varying levels of competition affect our outcomes.
We do not find evidence that either BCBS or Medicaid managed care
insurers changed their pricing behavior based on the degree of com-
petition they faced.

5 | DISCUSSION

Our results suggest that the number and composition of insurers
as well as states’ responses to CSR payment cuts have important
implications for coverage affordability among subsidized and unsub-
sidized enrollee populations. Specifically, insurer monopoly in the
FFM is associated with higher premium levels and premium spreads.
For a county in 2019 with average premiums, reducing insurer par-
ticipation from three or more insurers to one insurer is associated
with an $84 monthly premium increase for the lowest cost silver
plan for a single 30-year-old adult. For premium spreads, we find the
opposite pattern. Moving from three or more insurers to one insurer
is associated with a $51 increase in the premium spread, meaning
that the cost to the consumer of the least expensive Marketplace
plan decreases by $51.

We also find composition effects. The presence of a BCBS insurer
is associated with significantly higher premiums, while Medicaid
managed care plan presence is associated with lower minimum silver
premiums. One potential explanation for this pattern is that the set
of plans offered by BCBS and Medicaid managed care organizations
may differ on dimensions not captured in the Qualified Health Plan
Landscape Files. One such example is the breadth of the provider

network. Evidence from the 2017 Marketplaces'*%?

suggests that
BCBS plans tend to have broader networks as compared to Medicaid
managed care plans, and we know that there is a positive association
between provider network breadth and premiums.*3* A second po-
tential explanation is that enrollees may perceive the BCBS brand
to be of higher quality relative to other brands. It is important to
note that systematic differences in the counties and/or states where
BCBS insurers operate cannot explain our findings, as we control
for all time-invariant county and associated state characteristics in
our models.

Our models also reveal that premium spreads are higher in
counties with BCBS insurers. This is particularly important given
that BCBS is the monopolist in over 70 percent of the monopoly
counties in the FFM. Insurers may differ in their objectives.20 If
maximizing enrollment reflects the primary objective of certain
types of insurers, then establishing large premium spreads may be
one way to accomplish this goal. Monopolists are able to generate
large revenue increases when Marketplace enrollment increases
because they collect sizable APTCs from the federal government.
At the same time, they can still charge higher premiums for more
generous plans to enrollees with greater demand for such benefits.
Monopolists face very little risk of losing subsidized enrollees from
pricing too high due to the structure of premium tax credits, which
cap an enrollee's out-of-pocket contribution for the benchmark plan
based on income.

Findings from this study also illustrate the large impact of state-
based insurance regulatory decisions in response to federal policy
shifts. Specifically, in response to the CSR payment cuts, most states
responded by encouraging insurers to build anticipated CSR pay-
ment revenue losses into premiums.24 Differences in states’ silver
loading strategies likely had different effects on enrollees. While
higher premium levels may dissuade unsubsidized enrollees from
buying Marketplace coverage, insurers in on-Marketplace only sil-
ver loading states can offer unsubsidized enrollees lower-priced,
similar plans in the off-Marketplaces with regulatory approval. This
is not possible in states that silver loaded across the on- and off-
Marketplace, which may explain why we observe a stronger asso-
ciation between premium spreads and counties in on-Marketplace
only silver loading states (121 percent) relative to on- and off-
Marketplace silver loading states (78 percent). That is, insurers do
not have as strong of an incentive to create large premium spreads
when doing so means they will lose enrollees in the off-Marketplace.
On-Marketplace only silver loading and offering nearly equivalent
silver plans in the off-Marketplaces thus provide state policy makers
with an effective tool to simultaneously increase plan affordability
throughout the individual market, both on and off the Marketplaces.
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As of 2019, 22 states have not implemented on-Marketplace only
silver loading.?¢

While the unintended consequences of CSR payment cuts have
led to increased affordability for some enrollees, particularly those
in states that silver loaded only on-Marketplace plans, there are
some important downstream effects. First, if incumbent enrollees
switched from silver to bronze plans as a result of CSR payments
cuts, they may have increased their potential financial exposure
to medical expenses. Sprung and Anderson found an increase in
bronze plan enrollment following CSR cuts,? but it remains unclear
whether this increase is primarily due to new enrollees entering the
Marketplace in bronze plans or incumbent enrollees switching away
from more generous plans. Second, pricing distortions created by
silver loading have led to higher premium tax credits and federal
spending.35 Larger premium spreads which came about because of
the CSR payment cuts and silver loading have increased affordability
as an unintended consequence of the Administration's attempt to
punish Marketplace insurers.

The affordability of health insurance coverage in the individual
market continues to be a fundamental issue facing state and fed-
eral policy makers. Looking ahead, states will need to develop and
implement strategies to ensure affordable options and promote
stability in the individual market. For each policy approach, there
will be costs, perhaps unintended, that are born by enrollees and/
or taxpayers. Notable approaches, to date, include California's ag-

gressive active purchaser model,3¢

premium relief measures in
Minnesota,®” the creation of reinsurance programs through 1332
State Innovation Waivers,*® and Medicaid buy-in programs in New
Mexico and Nevada.®’ In the context of our study, we find that
the on-Marketplace only silver loading that was an unintended con-
sequence of CSR subsidy cuts increased affordability for subsidized
and unsubsidized enrollees. Both forms of silver loading are costless
to the states and may even be a boon to state budgets by decreasing
the number of uninsured and uncompensated care costs. However,
the Administration's decision to cut CSR payments has increased the
cost to federal taxpayers of providing on-Marketplace enrollees with

larger premium tax credits.®

6 | CONCLUSION

We find that lower insurer participation decreases plan affordability
for unsubsidized Marketplace enrollees by increasing premium lev-
els, but that it increases plan affordability for Marketplace enrollees
who qualify for APTCs by increasing premium spreads between the
benchmark silver plan and the lowest cost plan. The decision by the
Trump Administration to eliminate CSR subsidy payments to insurers
and the subsequent silver loading of premiums created an incentive
structure that encourages monopolists to price their plans such that
enrollees with APTCs have access to plan options with very small or
even zero-dollar premiums.

Whether and how states silver load the premiums of Marketplace
plans has a large impact on affordability by increasing premium
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spreads and thus affordability for subsidized enrollees. In the case

of on-Marketplace only silver loading, off-Marketplace enrollees are
shielded from premium shocks related to cost-sharing reduction sub-
sidy payment cuts. While all but three states—Indiana, Mississippi,
and West Virginia—have implemented some form of silver loading, 22
states have yet to implement on-Marketplace only silver loading that

increases affordability for both on- and off-Marketplace enrollees.
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