.'URBAN

- INSTITUTE

Are Nongroup Marketplace Premiums
Really High? Not in Comparison with
Employer Insurance

Linda J. Blumberg, John Holahan, and Erik Wengle
September 2016

In recent months, several news accounts have pointed to large increases in Marketplace
premiums throughout much of the United States. Many have taken these reports to
question the viability of the Marketplaces and the Affordable Care Act in general. In this
brief we compare unsubsidized nongroup premiums with average premiums for
employer sponsored insurance by metropolitan area and by state, after adjusting for
differences in actuarial value (including effects on health care utilization) and age

distribution. Our central findings are as follows:

= Nationally, the average second-lowest-cost silver nongroup premium (single coverage) was 10
percent lower than the average employer-sponsored insurance premium in 2016 using the
actuarial value, utilization, and age-distribution adjustments.

= In 39 states including the District of Columbia, the average 2016 second-lowest-cost silver
nongroup premium (the Marketplace “benchmark” premium) was lower than the average
employer-sponsored single premium when using the actuarial value, utilization, and age-
distribution adjustments. The exceptions are Alaska, Arkansas, Delaware, Georgia, Louisiana,
Missouri, Nebraska, North Carolina, South Dakota, Vermont, West Virginia and Wyoming.

= Qut of the 32 large metropolitan areas we studied across the country, four—San Francisco,
Atlanta, New Orleans and Charlotte, North Carolina—had higher nongroup premiums (second-
lowest-cost silver) than the average for employer-sponsored insurance when using the
actuarial value and age-distribution adjustments.



Introduction

Critics of the Affordable Care Act (ACA) and its associated reforms have been extremely vocal about
their perceptions that Marketplace nongroup insurance premiums are too high.1 In addition, many have
set expectations for high premium increases in 2017 relative to 2016, stoking anxieties about the long-
term viability of coverage obtained through the Marketplaces (Cox et al. 2016). As we and others have
documented, since nongroup market reforms were implemented in January 2014, Marketplace
premium increases have varied tremendously across the country, as has their annual growth (Blumberg,
Holahan, and Wengle 2016).2In 2016, for example, 48 percent of the US nonelderly population lives in
premium rating areas where the lowest-cost silver premium either decreased or increased by less than
5 percent. However, 36 percent of the population lives in areas where lowest-cost silver premiums
increased 10 percent or more. Similar premium growth variation can be expected in the coming year.
Premium levels and premium growth are strongly associated with the nature of competition in each
market.

Although the ACA’s premium tax credits limit premium contributions for Marketplace consumers
with incomes at or below 400 percent of the federal poverty level (FPL),? the focus of criticism is that
the full, unsubsidized premiums available in the Marketplaces are high—a sign that the pool of nongroup
insured are sicker than expected and that the new markets simply do not work. Those with incomes
above 400 percent of FPL face the full premiums, and the higher the unsubsidized premiums, the higher
are the federal government’s costs for the premium tax credits.

To put the level of nongroup premiums in some perspective, we analyze unsubsidized nongroup
Marketplace premiums compared with unsubsidized average employer-sponsored insurance premiums
in the same geographic areas, adjusting for differences in actuarial value (and health care service use
associated with different actuarial values of coverage) and the age distribution of enrollees. We
compare nongroup premiums with employer premiums since employer coverage has long been
considered a natural risk pooling mechanism: roughly 100 million workers (about two-thirds of the
working population) plus their dependents were enrolled in an employer plan in 2014. Enrollment is
diverse, likely reflecting the nonelderly, nondisabled population, although employer coverage is
disproportionately available to higher-income compared with lower-income workers. Workers with
offers of employer-based coverage enroll at high rates, approximately 80 percent (Abramowitz 2016).
Yet, they also represent a market less likely to enroll a disproportionately high-cost population than is
the nongroup insurance market, and thus they are more likely to reflect average costs for a broad
representation of the population. They also are an insurance market with historically lower rates of
administrative cost (Merlis 2011), suggesting they enjoy a more efficient market in which to purchase
insurance.

We compare the average employer-sponsored insurance premium for single coverage from the
Medical Expenditure Panel Survey—-Insurance Component (MEPS-IC) with the average second-lowest-
cost silver premium for single coverage in the same state, increasing the latter by about 19 percent to
account for silver coverage having a lower actuarial value than does, on average, employer-based
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coverage (70 percent versus 83 percent). We also increase the nongroup premium measure by another
4.9 percent to take into account that those who have higher actuarial value coverage tend to use more
medical care (calculation explained below). We compute the adjusted nongroup premium average using
the age distribution of adults enrolled in employer-based insurance. We also compare MEPS-IC average
employer premiums with the second-lowest-cost silver premiums in metropolitan areas available in the
MEPS-IC published tables. These are our central findings:

We find that in most states and in most metropolitan areas, Marketplace premiums are lower than
those for employer-sponsored plans. Although nongroup premiums tend to include higher
administrative costs per enrollee than the average employer plan, Marketplace insurers also tend to
offer narrower provider network plans than their employer-based counterparts, with the more limited
networks leading to significantly lower premiums in many cases. In addition, some nongroup insurers
may have underpriced their products at the outset of the reformed market, and some may still be
adjusting their premiums to appropriately reflect their enrollees’ health care costs.

Methods and Data

We measure single (worker-only) employer premiums using the state and metropolitan-area averages
provided in the MEPS-1C’s published data tables for 2015 for all employer sizes.* The MEPS reports
statewide average employer premiums for each state, the District of Columbia, and 73 metropolitan
areas. We report only 32 of these 73 metropolitan areas for ease of display, but findings on the other 41
are consistent with those presented in the text (table A.1, at the end of the brief). We also use the
MEPS-IC published tables to compute the national annual percentage change in average employer
premiums from 2010 to 2015, the average of which is 3.8 percent. We apply that 3.8 percent increase to
the 2015 premiums reported in MEPS-IC, to compute estimated 2016 average employer premiumes.
These are the premiums used as a comparison with Marketplace nongroup premiums for our analysis.
Some evidence from the Milliman Medical Index, however, shows that the growth in health care
spending by enrollees covered by employer-sponsored insurance has increased by 4.7 percent between
2015 and 2016 (Girod, Hart, and Weltz 2016); if this estimate is accurate and nationally representative,
our estimates of 2016 employer-based premiums may be low, making our findings conservative.

Our measure of nongroup premiums relies, at its core, on the second-lowest-cost silver premium for
single coverage in each rating area of the country.5 Enrollment by Marketplace plan is not available for
most states, so we cannot compute a weighted average Marketplace premium. However, nongroup
enrollment is heavily concentrated in silver (70 percent actuarial value) coverage and silver-level
coverage is heavily concentrated in the two lowest-cost options available (Holahan, Blumberg, and
Wengle 2016). This is because advanced premium tax credits are tied to the second-lowest-cost silver
plan and cost-sharing reductions are only available to those purchasing silver coverage. The second-
lowest-cost silver option in a given area is, therefore, a reasonable first approximation of an average
premium in the nongroup Marketplaces.
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We obtain Marketplace nongroup premiums for 2016 from the HealthCare.gov federally facilitated
Marketplace public use file and relevant state Marketplace websites. State premium averages are
computed as population-weighted averages of the second-lowest-cost silver planin each rating area
within that state. For metropolitan areas, we use the second-lowest-cost plan available in that particular
rating area. An insurer may not offer every plan across the entire rating area; in such cases, the second-
lowest-cost plan we observe may not be the second-lowest-cost option for every resident of that
metropolitan area, but those cases should be the exceptions. Consistent with the March 2015 Current
Population Survey, we compute the average premium for nongroup Marketplace premiums for single
coverage, assuming the age distribution of enrollees is identical to that for adult (18 and older)
employer-sponsored insurance enrollees (workers and adult dependents).6

We then adjust this 2016 nongroup single-premium measure upward to account for employer-
sponsored insurance having lower cost-sharing requirements (i.e., higher actuarial value), on average,
than a silver (70 percent actuarial value) plan. According to an analysis of 2010 data by Jon Gabel,
employer plans had an average actuarial value of 83 percent.7 We therefore multiply each nongroup
premium measure in our study by 1.186 (83 + 70) to take into account that that nongroup premiums can
be expected to be lower than employer premiums because they have a lower actuarial value on average.
We make an additional upward adjustment in our nongroup premium measure to take into account that
those with higher actuarial value insurance plans tend to use more health care services. The Centers for
Medicare & Medicaid Services produced induced-demand adjustment factors for the ACA’s risk-
adjustment methodology; we use their relative adjustment factors for gold- (80 percent actuarial value)
and silver-level coverage to compute this adjustment. The centers’ adjustment factors are 1.08 for gold
coverage and 1.03 for silver coverage, and, as such, we adjust our nongroup premium measure by
1.0485 (1.08 + 1.03) to approximate the utilization difference between average employer coverage and
nongroup silver coverage (Pope et al. 2014). Although gold-level coverage is considered to have an
actuarial value of 80 percent, in practice, the Department of Health and Human Services permits a de
minimis variation of plus or minus 2 percentage points around the levels at each tier. As such, gold-level
coverage for which the gold risk-adjustment factor was computed can vary from an actuarial value of 78
percent to 82 percent. It is thus appropriate to apply in our circumstance, since we intend to make an
induced demand adjustment between plans with an actuarial value of 68 to 72 percent, up to
approximately 83 percent.

We have no reliable basis on which to adjust for any differences in covered benefits that might exist
between typical employer plans and ACA-compliant nongroup insurance coverage. However, all ACA-
compliant plans, including those sold through the Marketplaces, must cover the essential health
benefits delineated in the law. Each state had the opportunity to choose its benchmark plan for essential
health benefits from four 2012 options: one of the three most enrolled small-group plans in the state,
one of the three most enrolled state employee health plan options, one of the three most enrolled
federal employee health plan options, or the most enrolled HMO offered in the state’s commercial
market. The most enrolled small-group plan in the state was the default option for states not choosing
explicitly. Regardless of the option chosen, however, the benchmark had to cover all 10 categories of
essential health benefits delineated in the law.® Forty-five states chose a small-group insurance plan as
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their benchmark (or defaulted to its use), two chose a state employee plan, and four chose a commercial
HMO plan. Thus, in most cases, the nongroup benefit plan benchmark is in fact an employer plan;in all
cases, the options available include comprehensive benefits. Thus, we assume that the typical benefits
covered by Marketplace plans are approximately equivalent to those provided by the typical employer-
sponsored plan. However, to the extent that employer-sponsored plans, on average, include more or
fewer covered benefits than do ACA-compliant nongroup plans, we have under- or overadjusted the
nongroup premium measure used here.

Thus, the second-lowest-cost silver premium for single coverage, increased by a factor of 1.186 to
adjust for the higher actuarial value of typical employer coverage, further increased by a factor of
1.0485 to adjust for greater use of services with a higher-actuarial value-plan, then adjusted to match
enrollees’ age distribution in employer-based insurance, serves as our measure of 2016 nongroup
premiums used to compare with 2016 average single employer premiums.

Results

State-Level Findings

Table 1 provides data that allow us to compare state average employer-based insurance premiums
(adjusted from 2015 to 2016) with the state average second-lowest-cost Marketplace silver premium
(adjusted upward to take actuarial value differences and utilization differences into account, with the
average reflecting the age distribution of those with employer-based insurance); the District of
Columbiais counted here as a state. We refer to the adjusted average second-lowest-cost premium as
the average nongroup premium for ease of exposition. By these measures, average nongroup premiums
are 10 percent below average employer premiums nationally, although relative differences vary across
states. In 39 states (76 percent), average nongroup premiums are lower than average employer
premiums. These states range from Connecticut, Montana and North Dakota, where average nongroup
premiums are 1 percent below average employer premiums, to Massachusetts, where average
nongroup premiums are 35 percent below average employer premiums. In four states—Delaware,
Georgia, Missouri and Nebraska—average nongroup premiums exceed average employer premiums by
5 percent or less. In the eight remaining states, average nongroup premiums exceed average employer
premiums by larger amounts—Arkansas (6 percent), South Dakota and West Virginia (7 percent),
Louisiana (8 percent), Vermont (15 percent), North Carolina (25 percent), Wyoming (31 percent) and
Alaska (68 percent).

Although the simple correlation between employer and nongroup premiums is not terribly strong
(0.57, data not shown), we find several instances when a state with high nongroup premiums relative to
the national average also has high employer premiums relative to the national average. In other words,
relatively high-cost nongroup premium states are sometimes high-cost medical care states in general.
These include, for example, Connecticut, Delaware, New York, West Virginia and Wyoming.
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TABLE 1

Comparison of Nongroup Premiums and Average Employer Premiums by State, 2016

2016 second-
lowest-cost
nongroup
2016 premium Age- and Relative
MEPS second- adjusted for AV- difference
monthly lowest-cost AV, utilization adjusted between
premiumaged silver, 40- and age nongroup, nongroup
State to 2016° year-old® distribution® vs ESI, 2016 and ESI
Alabama $496 $299 $472 -$24 -5%
Alaska $676 $719 $1,134 $459 68%
Arizona $490 $230 $362 -$128 -26%
Arkansas $443 $298 $470 $27 6%
California $514 $313 $494 -$20 -4%
Colorado $501 $298 $470 -$32 -6%
Connecticut $561 $353 $556 -$4 -1%
Delaware $544 $356 $561 $17 3%
District of Columbia $555 $245 $388 -$167 -30%
Florida $505 $293 $462 -$43 -9%
Georgia $482 $312 $492 $10 2%
Hawaii $478 $262 $413 -$65 -14%
Idaho $504 $283 $446 -$57 -11%
llinois $524 $254 $401 -$123 -24%
Indiana $508 $275 $434 -$74 -15%
lowa $482 $287 $453 -$29 -6%
Kansas $481 $249 $392 -$88 -18%
Kentucky $518 $253 $399 -$119 -23%
Louisiana $517 $355 $560 $43 8%
Maine $517 $314 $496 -$21 -4%
Maryland $539 $253 $399 -$141 -26%
Massachusetts $564 $259 $368 -$196 -35%
Michigan $499 $251 $395 -$104 -21%
Minnesota $489 $257 $410 -$79 -16%
Mississippi $469 $268 $424 -$45 -10%
Missouri $496 $315 $496 $1 0%
Montana $513 $322 $508 -$6 -1%
Nebraska $501 $332 $524 $23 5%
Nevada $502 $295 $466 -$36 -7%
New Hampshire $569 $261 $411 -$158 -28%
New Jersey $541 $325 $461 -$80 -15%
New Mexico $498 $225 $354 -$144 -29%
New York $589 $386 $480 -$108 -18%
North Carolina $500 $395 $622 $123 25%
North Dakota $512 $320 $505 -$7 -1%
Ohio $514 $258 $407 -$107 -21%
Oklahoma $485 $297 $469 -$16 -3%
Oregon $504 $268 $422 -$81 -16%
Pennsylvania $544 $250 $394 -$150 -28%
Rhode Island $563 $263 $415 -$148 -26%
South Carolina $509 $302 $476 -$33 -6%
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2016 second-

lowest-cost
nongroup
2016 premium Age- and Relative
MEPS second- adjusted for AV- difference
monthly lowest-cost AV, utilization adjusted between
premiumaged silver, 40- and age nongroup, nongroup
State to 2016° year-old® distribution® vs ESI, 2016 and ESI
South Dakota $503 $340 $537 $33 7%
Tennessee $461 $288 $454 -$7 -2%
Texas $506 $256 $403 -$103 -20%
Utah $502 $257 $401 -$100 -20%
Vermont $507 $468 $582 $75 15%
Virginia $517 $291 $459 -$58 -11%
Washington $524 $247 $389 -$135 -26%
West Virginia $526 $356 $562 $35 7%
Wisconsin $520 $309 $487 -$33 -6%
Wyoming $556 $461 $727 $172 31%
United States
average $516 $294 $464 -$52 -10%

Sources: MEPS-IC, 2015. Marketplace premiums taken from HealthCare.gov public use file and state-based Marketplace
websites. Age-distribution adjustment was based upon analysis of CPS.

Notes: AV = actuarial value; ESI = employer-sponsored insurance; MEPS = Medical Expenditure Panel Survey. Nongroup
premiums are adjusted for differences in AV and age distribution from employer coverage.

? Based off 2015 MEPS-IC and adjusted to 2016 by applying 1.038 growth rate.

P Average second-lowest-cost silver premium weighted by rating area population.

¢ Adjusted to reflect the higher actuarial value and different age distribution of individuals enrolled in ESI plans. Also adjusted to
take into account that those with higher actuarial value coverage also tend to use more health care services.

The difference between Vermont’s average nongroup premiums and employer group premiums is
probably the most problematic in pursuing an apples-to-apples comparison. Vermont’s nongroup
insurance market uses pure community rating (i.e., premiums are not permitted to vary by age). The
state’s large employer market, however, does not. Thus, the premium rating differences between the
Vermont group and nongroup markets are at one extreme of the distribution, making them less
comparable to each other than are the other states’.’ Yet, New York also uses pure community ratingin
their nongroup and small-group insurance markets, yet the state’s nongroup premium average is still
well below its employer premium average, possibly reflecting the substantially more competitive
nongroup market in New York.

Alaska has the most expensive nongroup Marketplace premiums in the country for the 2016 plan
year. Not all of this is attributable to Alaska’s higher cost of living, provider shortages, and high
transportation costs, as shown by the 68 percent relative difference (depending upon the adjustment
used) between average employer and nongroup premiums there. Several potential market factors can
explain this large differential. First, Alaska has a very small nongroup insurance market, with only about
23,000 enrollees, making it difficult to adequately spread the costs of high utilizers of care (Office of the
Assistant Secretary for Planning and Evaluation 2016). In 2015, Alaska’s Marketplace enrollment was
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only 70 percent of Urban Institute projections, 21,000 out of a projected 30,000 individuals.’ In
addition, Alaska will have only one insurer (Premera Blue Cross Blue Shield) remaining in its nongroup
insurance market in 2017, a reflection of the state’s low enrollment and high-average-cost insurance
pool. To reduce nongroup premiums, attract more insurers, and stabilize the market, Alaska has
developed its own state-funded reinsurance program and will operate a high-risk pool (the Alaska
Comprehensive Health Insurance Association program), which officials hope will improve the risk
profile of the nongroup market’s enrollees.

North Carolina also has average nongroup premiums substantially (25 percent) above its average
employer premiums. Unlike Alaska, North Carolina has had robust enrollment relative to Urban
Institute projections, exceeding those projections in 2015 by 20 percent.11 However, insurer
participation in the state’s Marketplace has been low, with only three insurers participating in 2016.
There is no Marketplace competition from Medicaid managed care plans (an insurer type that we have
found strongly associated with lower premiums and lower premium growth; Blumberg et al. 2016), and,
given the recent announcement by Aetna that they will leave most of the state Marketplaces in which
they currently participate, only Blue Cross Blue Shield may participate in the North Carolina
Marketplace in 2017. With sparse competition, the insurer has little motivation to innovate and
negotiate more favorable provider contracts to help provide lower premium options.

Like Alaska, Wyoming had low Marketplace enrollment relative to Urban Institute projections, 80
percent of projections in 2015. In addition, Wyoming had only one participating insurer in 2016, Blue
Cross Blue Shield of Wyoming. Weak insurance market competition and low enrollment rates that
suggest adverse selection into the market may be at the source of the state’s high nongroup premiums
relative to employer premiums.

Metropolitan-Area Findings

Table 2 provides data that allow us to compare 32 metropolitan-area employer-based insurance
premiums (adjusted from 2015 to 2016) with that same metropolitan area’s second-lowest-cost silver
premium (adjusted upward for actuarial value and associated utilization differences and the age
distribution of employer insurance enrollees). Out of 32 metropolitan areas, 28 have nongroup
premiums lower than the average employer premium, ranging from 3 percent lower in Memphis to 43
percent lower in Pittsburgh. The exceptions are San Francisco, Atlanta, New Orleans and Charlotte.*?
Nongroup premiums are 23 percent higher than average employer premiums in San Francisco, and
nongroup premiums are about 29 percent higher than employer premiums in Charlotte (see the State-
Level Findings section on the lack of insurer competition in North Carolina’s nongroup insurance
market). In 14 of the 32 metropolitan areas, nongroup premiums are at least 20 percent lower than the
corresponding employer premiums.
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TABLE 2

Comparison of Nongroup Premiums and Average Employer Premiums, Selected Metropolitan Areas,
2016

MEPS 2016 2016 second-lowest- Age- and Relative
monthly second- cost nongroup premium AV- difference
premium lowest- adjusted for AV, adjusted between

aged to cost utilization and age nongroup, nongroup
State City 2016° silver distribution® vs ESI, 2016 and ESI
Alabama Birmingham $496 $296 $466 -$30 -6%
Arizona Phoenix $482 $207 $326 -$156 -32%
California Los Angeles $529 $250 $394 -$134 -25%
California San Francisco $497 $388 $612 $115 23%
Colorado Denver $497 $255 $403 -$95 -19%
Connecticut Hartford $550 $318 $501 -$49 -9%
Florida Miami $499 $262 $413 -$86 -17%
Georgia Atlanta $460 $307 $484 $24 5%
Illinois Chicago $529 $198 $312 -$217 -41%
Indiana Indianapolis $510 $298 $469 -$41 -8%
Kansas Wichita $501 $248 $391 -$110 -22%
Kentucky Louisville $493 $223 $352 -$141 -29%
Louisiana New Orleans $503 $332 $523 $20 4%
Maryland Baltimore $556 $249 $392 -$164 -29%
Massachusetts Boston $577 $264 $375 -$202 -35%
Michigan Detroit $510 $256 $404 -$106 -21%
Minnesota Minneapolis $499 $235 $375 -$124 -25%
Missouri St. Louis $490 $287 $452 -$37 -8%
Nevada Las Vegas $497 $261 $412 -$85 -17%
New York
New Jersey Suburbs $544 $325 $483 -$60 -11%
New York
New York City $623 $369 $459 -$165 -26%
North Carolina Charlotte $501 $409 $645 $143 29%
Ohio Columbus $505 $274 $433 -$73 -14%
Oregon Portland $515 $261 $412 -$103 -20%
Pennsylvania Philadelphia $580 $276 $436 -$144 -25%
Pennsylvania Pittsburgh $525 $190 $300 -$224 -43%
Tennessee Memphis $454 $279 $440 -$14 -3%
Texas Dallas $517 $264 $416 -$100 -19%
Texas Houston $508 $256 $404 -$104 -21%
Washington
Virginia Suburbs $518 $284 $448 -$70 -14%
Washington Seattle $540 $306 $483 -$57 -11%
Wisconsin Milwaukee $550 $326 $514 -$36 -7%

Sources: MEPS-IC, 2015. Marketplace premiums taken from HealthCare.gov public use file and state-based Marketplace
websites.

Notes: AV = actuarial value; ESI = employer-sponsored insurance; MEPS = Medical Expenditure Panel Survey. Nongroup
premiums are adjusted for difference in actuarial value and age distribution from employer coverage.

? Based off 2015 MEPS-IC and adjusted to 2016 by applying 1.038 growth rate.

® Adjusted to reflect the higher actuarial value and different age distribution of individuals enrolled in ESI plans. Also adjusted to
take into account that those with higher actuarial value coverage also tend to use more health care services.
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Conclusions

Premiums in the nongroup insurance Marketplaces attract considerable attention, with some
concerned that average growth rates since 2014 are high in some areas and that this might signal a
fundamental weakness with the new nongroup insurance markets. This analysis places nongroup
Marketplace premiums in a context where we can compare them, apples to apples, with employer-
based insurance. Our findings show that in more than 75 percent of states and more than 80 percent of
the metropolitan areas we can study, nongroup premiums are actually lower than employer premiums
in the same area, even though nongroup insurance tends to have higher administrative costs per
enrollee than does average employer coverage. In fact, once adjusting for year, actuarial, and associated
utilization differences, half of states’ nongroup Marketplace premiums are lower than their average
employer premiums by double-digit percentages. Metropolitan-area findings are similar.

In a previous analysis, we found that Marketplace nongroup insurance premiums tend to be lower in
rating areas with more participating insurers and in those with Medicaid insurers or provider-sponsored
insurers participating (Blumberg et al. 2016). Nongroup Marketplace premiums may tend to be lower
because Marketplace insurers are more aggressive in offering narrower provider network plans than
their group market counterparts. Other market characteristics may play roles, such as premium
transparency and plan comparability. The large differentials between nongroup and employer
premiums in many areas also may indicate that nongroup premiums continue to be underpriced in some
areas; the large premium increases seen in several states may be part of the process through which
these markets will reach a stable equilibrium.

Thus, with few exceptions, the level and growth of nongroup premiums in the Marketplaces should
not be interpreted as evidence that these new markets are weak. Nongroup insurance, when adjusted
to make its premiums comparable to employer premiums, is much more often than not lower cost than
the average coverage offered through employers. But the persistent, uncomfortable truth is that health
care is an expensive commodity, regardless of the market in which one purchases it.

TABLEA.1

Comparison of Nongroup Premiums and Average Employer Premiums, Additional Metropolitan
Areas, 2016

2016 second- Age- and
MEPS 2016 lowest-cost AV- Relative
monthly second- nongroup premium adjusted difference
premium lowest-cost adjusted for AV, nongroup, between
aged to silver, 40- utilization and age vs ESI, nongroup and
State City 2016° year-old distribution® 2016 ESI
Alaska Anchorage $652 $719 $1,134 $482 74%
Arkansas Little Rock $434 $310 $489 $56 13%
California Riverside $455 $255 $402 -$53 -12%
California Sacramento $482 $255 $402 -$80 -17%
California San Diego $484 $255 $402 -$82 -17%
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2016 second- Age- and
MEPS 2016 lowest-cost AV- Relative
monthly second- nongroup premium adjusted difference
premium lowest-cost adjusted for AV, nongroup, between
aged to silver, 40- utilization and age vs ESI, nongroup and
State City 2016° year-old distribution® 2016 ESI

California San Jose $566 $388 $612 $46 8%
Connecticut  Bridgeport $585 $391 $617 $32 5%
Connecticut ~ New Haven $595 $290 $457 -$137 -23%
Delaware Wilmington $541 $356 $561 $20 4%
Florida Tampa $497 $250 $394 -$103 -21%
Florida Orlando $528 $312 $492 -$36 -7%
Hawaii Honolulu $469 $262 $413 -$56 -12%
Idaho Boise $509 $273 $431 -$78 -15%
lowa Des Moines $477 $246 $389 -$88 -19%
Kansas Kansas City $511 $242 $381 -$130 -25%
Maine Portland $493 $288 $454 -$39 -8%

Washington
Maryland Suburbs $501 $255 $402 -$99 -20%
Mississippi Jacksonville $486 $277 $437 -$49 -10%
Missouri Kansas City $490 $293 $462 -$28 -6%
Montana Billings $542 $322 $507 -$35 -6%
Nebraska Omaha $508 $313 $493 -$15 -3%
New Boston
Hampshire Suburbs $557 $261 $411 -$146 -26%
New
Hampshire Manchester $577 $261 $411 -$166 -29%
New Mexico  Albuquerque $485 $220 $348 -$138 -28%
North
Dakota Fargo $502 $304 $479 -$23 -5%
Ohio Cincinnati $563 $243 $383 -$180 -32%
Ohio Cleveland $475 $234 $370 -$105 -22%

Oklahoma
Oklahoma City $469 $295 $465 -$4 -1%
Oklahoma Tulsa $509 $301 $475 -$33 -7%
Rhode Island  Providence $563 $263 $415 -$148 -26%
South
Carolina Columbia $507 $314 $496 -$12 -2%
South
Dakota Sioux Falls $485 $309 $488 $3 1%
Tennessee Nashville $487 $281 $443 -$44 -9%
Texas San Antonio $502 $227 $358 -$144 -29%
Utah Ogden $508 $260 $407 -$102 -20%
Utah Provo $469 $256 $401 -$68 -15%
Utah Salt Lake City $516 $244 $381 -$135 -26%
Vermont Burlington $450 $468 $582 $132 29%

Virginia
Virginia Beach $518 $308 $486 -$32 -6%
West
Virginia Charleston $523 $388 $613 $89 17%
Wyoming Cheyenne $534 $426 $672 $138 26%
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Sources: MEPS-IC, 2015. Marketplace premiums taken from HealthCare.gov public use file and state-based Marketplace

websites.

Notes: AV = actuarial value; ESI = employer-sponsored insurance; MEPS = Medical Expenditure Panel Survey. Nongroup

premiums are adjusted for difference in actuarial value and age distribution from employer coverage.
? Based off 2015 MEPS-IC and adjusted to 2016 by applying 1.038 growth rate.
® Adjusted to reflect the higher actuarial value and different age distribution of individuals enrolled in ESI plans. Also adjusted to

take into account that those with higher actuarial value coverage also tend to use more health care services.
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percent of FPL and who do not have an offer of employer-sponsored insurance coverage in the family that is
deemed affordable under the law. These credits are designed to limit the household’s contribution to a
specified percentage of income, with the credits tied to the premium of the second-lowest-cost plan available
to that family.

“Insurance Component State and Metro Area Tables,” Medical Expenditure Panel Survey, accessed September
14,2016,
https://meps.ahrg.gov/mepsweb/data_stats/quick_tables_search.jsp?component=2&subcomponent=2.

We do not use non-Marketplace nongroup premiums, both because the focus of attention and concern has
been on Marketplace premiums and because we do not have access to data for nongroup options offered
outside the Marketplaces. Although we do not have the data to know whether or not the non-Marketplace
ACA-compliant premiums are higher or lower on average than those offered in the Marketplaces, it is possible
that the non-Marketplace plans have broader provider networks and would therefore tend to have higher
premiums than the Marketplace options.

We include all adults age 64 and younger reporting employer-sponsored insurance, but only those 65 and
older who report employer-sponsored insurance and are currently employed. Including all adults age 65 and
older would overstate the share of older adults included in the MEPS-IC averages because nonworkers are
likely retirees who have only supplemental employer coverage to wrap around Medicare coverage. The MEPS-
IC average single premiums reflect the cost of coverage for active workers.

“Creating a Usable Measure of Actuarial Value,” Health Policy Meeting Synopsis, January. Yonkers, NY:
Consumers Union, 2012. http://consumersunion.org/pub/pdf/CU_Actuarial_Value_2012_Report.pdf. (No
authors given.) An earlier published analysis by Gabel and colleagues (2009) using 2007 data from the same
survey put the estimate at 80 percent actuarial value.

“Information on Essential Health Benefits (EHB) Benchmark Plans,” Centers for Medicare & Medicaid Services,
Center for Consumer Information & Insurance Oversight, accessed September 14, 2016,
www.cms.gov/cciio/resources/data-resources/ehb.html.

Vermont’s insurers must set their pure community rates based on assumptions about the age distribution of
nongroup insurance enrollees. This distribution likely is different from the age distribution of the employer
market, making it difficult to compare nongroup and employer premium averages. Because we do not have
information on the age distribution of Vermont’s nongroup enrollees on which the pure community rate was
set, we cannot adjust for the difference here.

The Urban Institute’s Health Insurance Policy Simulation Model simulates eligibility for Marketplace financial
assistance by state and projects enrollment based upon program eligibility and other characteristics. See

12 ARE NONGROUP MARKETPLACE PREMIUMS REALLY HIGH?


http://www.cnbc.com/2016/08/09/the-big-obamacare-bubble-is-about-to-explode-commentary.html
http://www.mpnnow.com/news/20160809/health-insurance-premiums-on-rise-again
https://morningconsult.com/2016/08/09/employers-health-benefit-increases-2017-will-far-lower-aca-premiums/
https://morningconsult.com/2016/08/09/employers-health-benefit-increases-2017-will-far-lower-aca-premiums/
https://meps.ahrq.gov/mepsweb/data_stats/quick_tables_search.jsp?component=2&subcomponent=2
http://consumersunion.org/pub/pdf/CU_Actuarial_Value_2012_Report.pdf
http://www.cms.gov/cciio/resources/data-resources/ehb.html

“Marketplaces Make Significant Progress in 2015,” Urban Institute, accessed September 14, 2016,
http://apps.urban.org/features/marketplace-enroliment.

11. Ibid.

12. Exceptions among the metropolitan areas in appendix table A are Anchorage, AK; Little Rock, AR; San Jose, CA,;
Bridgeport, CT; Wilmington, DE; Sioux Falls, SD; Burlington, VT; Charleston, WV; and Cheyenne, WY.
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