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ABSTRACT

Issue: Without the cost-sharing reductions (CSRs) made available by the Affordable
Care Act, health plans sold in the marketplaces may be unaffordable for many low-
income people. CSRs are available to households earning between 100 percent and
250 percent of the federal poverty level that choose a silver-level marketplace plan.
In 2016, about 7 million people received cost-sharing reductions that substantially
lowered their deductibles, copayments, coinsurance, and out-of-pocket limits. Goal:
To examine variations in consumer cost-sharing reductions between silver-level
plans with CSRs to traditional marketplace plans and to employer-based insurance.
Methods: Data analysis of 1,209 CSR-eligible plans sold in individual marketplaces
in all 50 states and Washington, D.C. Key findings and conclusions: Cost-sharing
amounts in silver plans with CSRs are much less than those in non-CSR base silver
plans; silver plans with CSRs generally offer far better financial protection than those
without. General annual deductibles range from $246 for CSR silver plans with a
platinum-level actuarial value (94%) to as much as $3,063 for non-CSR silver plans.
Out-of-pocket limits vary from $6,223 in base silver plans to $1,102 in silver plans
with CSRs and a platinum-level actuarial level.

BACKGROUND

Cost-sharing reduction (CSR), a somewhat less well-known feature of the
Affordable Care Act (ACA), allows low- and moderate-income households
to use health care services at a much lower cost. In 2015, 57 percent of
enrollees in plans sold in federally facilitated state marketplaces received
cost-sharing reductions that substantially lowered their deductibles, copay-
ments, coinsurance, and out-of-pocket limits.' People in households earning
from 100 percent to 250 percent of the federal poverty level (that is, about
$12,000 to $30,000 for an individual, or about $24,000 to $60,750 for a
family of four) who choose a silver plan receive the cost-sharing reductions

automatically. When income fluctuates, people do not have to change plans.
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Without these reductions, health plans’ cost-sharing requirements would be daunting
for many. For example, an individual earning 150 percent of poverty ($17,820 for an individual,
$36,450 for a family of four) and enrolled in a silver plan without CSRs would face an average
deductible of $3,063, roughly 17 percent of income, before receiving benefits.” Analysts generally
consider household spending of more than 10 percent of family income on health insurance premi-
ums or deductibles to be a “catastrophic” level of spending.” Households met with such bills may face
stark options. Only 44 percent of low-income households have three months of savings to pay for an
unexpected setback, like a high medical bill. Only half of such households would qualify for standard
consumer loans.*

Households eligible for CSRs may purchase silver-level plans with higher actuarial values—
that is, the plans cover a larger portion of health care costs.” Most silver plans have an actuarial value
of about 0.7, meaning that an average of 70 percent of costs are covered; we refer to these as base
silver plans. People in households that earn 100 percent to 150 percent of poverty and choose a silver
plan are enrolled in a CSR plan with an actuarial value of 0.94, which is equivalent to the actuarial
value of a platinum plan. Households earning 151 percent to 200 percent of poverty are enrolled in
plans with an actuarial value of 0.87 (the actuarial value of a gold plan). Households earning 201
percent to 250 percent of poverty are enrolled in plans with an actuarial value of 0.73.° These three
variations are known as CSR 94, CSR 87, and CSR 73, respectively.

Individuals and families earning more than 250 percent of poverty do not qualify for cost-
sharing subsidies. However, they are still eligible for the ACA’s premium subsidies that are available
for people with incomes up to 400 percent of poverty.

Previous research has looked at how out-of-pocket spending for enrollees in silver plans
with CSRs varies in different states.” This issue brief provides a national-level overview of how cost-
sharing in silver plans with CSRs compares to marketplace plans with similar actuarial values and to
employer-sponsored insurance. These comparisons will focus on deductibles, out-of-pocket limits,

copayments, and coinsurance.

Deductibles
When plans have a deductible, beneficiaries must make out-of-pocket payments for most or all ser-
vices before coverage begins. Meeting the deductible is often a consumer’s most significant out-of-
pocket expense. In 2016, the share of marketplace plans with a general annual deductible ranges from
98 percent of base silver plans and CSR 73 plans to 65 percent of CSR 94 plans and 37 percent of
platinum plans (Exhibit 1). There is, however, considerable nuance to the use of deductibles. In an
examination of the second-lowest-cost silver plans in 37 states, researchers found that 30 of 37 plans
did not apply the deductible to primary care visits or generic drugs.® Similarly, in 24 of 37 plans,
beneficiaries did not have to meet a deductible for specialists’ office visits and preferred brand-name
drugs. Eighty-one percent of workers with employer-based coverage faced a general deductible in
2015, the most recent year for which data are available.

In 2016, deductibles for marketplace plans range from $3,063 for base silver plans to $451
for platinum plans and $246 for CSR 94 plans (Exhibit 2). Employer-based plan deductibles fell
roughly in the middle, averaging $1,318 in 2015.
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Exhibit 1
Percentage of Plans with Annual Deductible, by Metal Tier, Cost-Sharing
Reduction, and Employer Plans, 2016

98.1%

64.9%

Silver Gold Platinum CSR 73 CSR 87 CSR 94 Employer-based
insurance

Notes: Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered; CSR 73, CSR 87, and CSR 94
silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively. The most recent employer-based insurance survey data are from 2015.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; state insurance websites and state marketplace
websites for state-based marketplaces, Nov. 2015; and Kaiser Family Foundation and Health Research and Educational Trust, Employer Health

Benefits: 2015 Annual Survey (Kaiser/HRET, Sept. 2015).

Exhibit 2
Average Annual Deductible, by Metal Tier, Cost-Sharing Reduction, and
Employer Plans, 2016

$3,063
$1,218 $1,318
S716
5451 $246
Silver Gold Platinum CSR 73 CSR 87 CSR 94 Employer-based
insurance

Notes: For plans with deductibles. Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered;
CSR 73, CSR 87, and CSR 94 silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively. The most recent employer-based insurance
survey data are from 2015.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; state insurance websites and state marketplace
websites for state-based marketplaces, Nov. 2015; and Kaiser Family Foundation and Health Research and Educational Trust, Employer Health
Benefits: 2015 Annual Survey (Kaiser/HRET, Sept. 2015).
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In some health plans, beneficiaries are required to meet a medical deductible before primary
care office visits are covered but many plans (sometimes referred to as “deductible exclusion” plans)
do not apply a deductible to primary care office visits. The percentage of plans where beneficiaries do
not need to meet a deductible before primary care coverage kicks in ranges from 73 percent for base
silver plans to 74 percent of CSR 73 plans to 85 percent of CSR 94 plans (Exhibit 3). In employer-
based plans, the deductible applies to primary care office visits for approximately 68 percent of those
insured. Approximately one-fourth of Americans with employer-based insurance are enrolled in a
high-deductible health plans with a savings option, such as health savings accounts (HSAs). This
accounts for the high percentage of people in employer-based plans who do not have deductible

exclusions for primary care.”>'

Exhibit 3
Percentage of Plans with Primary Care Coverage Without Having to Meet
Deductible, by Metal Tier, Cost-Sharing Reduction, and Employer Plans, 2016

85%
76%
68%
Silver Gold Platinum CSR 73 CSR 87 CSR 94 Employer-based
insurance

Notes: For plans with deductibles. Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered;
CSR 73, CSR 87, and CSR 94 silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively. The most recent employer-based insurance
survey data are from 2015.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; state insurance websites and state marketplace
websites for state-based marketplaces, Nov. 2015; and authors’ calculations based on Kaiser Family Foundation and Health Research and
Educational Trust, Employer Health Benefits: 2015 Annual Survey (Kaiser/HRET, Sept. 2015).

Most marketplace plans require enrollees to meet some form of deductible before prescrip-
tion drug coverage begins, but the format can vary across plans (Exhibit 4). Plans may choose to
exclude all drugs from deductibles, exclude drugs from the medical deductible but require a separate
drug deductible, or exclude some or no drugs from the medical deductible. Fourteen percent of silver
plans exclude all drugs from deductibles, as do 69 percent of platinum plans. Only 4 percent of CSR
73 plans exclude all drugs from deductibles. A higher proportion of plans across the board exempt
drugs from the medical deductible, often requiring enrollees to meet a separate, smaller drug deduct-
ible. Approximately 89 percent of covered workers in employer-based plans receive drug coverage

without meeting a medical deductible."
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Exhibit 4

Percentage of Plans with Coverage for Prescription Drugs Without Having
to Meet a Medical or Drug Deductible, by Metal Tier, Cost-Sharing
Reduction, and Employer Plans, 2016

M Do not have to meet any deductible
Do not have to meet medical deductible
M Have to meet medical deductible for some drugs

69%

36%

36%
25%
5% 4% 18% 20% 16%
14% 10% © % o
. ° ==

Silver Gold Platinum CSR 73 CSR 87 CSR 94 Employer-based
insurance

Notes: Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered; CSR 73, CSR 87, and CSR 94
silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively. The most recent employer-based insurance survey data are from 2015. The
employer survey asks only whether prescription drugs are subject to the medical deductible; this value is an authors’ calculation.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; state insurance websites and state marketplace
websites for state-based marketplaces, Nov. 2015; and authors’ calculations based on Kaiser Family Foundation and Health Research and
Educational Trust, Employer Health Benefits: 2015 Annual Survey (Kaiser/HRET, Sept. 2015).

Copayments and Coinsurance for Office Visits

Regardless of the cost of an office visit, many health plans may require enrollees to pay a copay-
ment—a fixed amount such as $20. Alternatively, enrollees may be required to pay coinsurance,

a percentage of the total cost. For those with employer-based insurance, this is often 20 percent.'?
Coinsurance provides enrollees with greater incentives to monitor costs, since they pay more out of
pocket for a more expensive office visit than for a less costly one.

However, copayments are more often used as the cost-sharing method for primary care and
specialty office visits. The average copayment for primary and specialty care visits decreases as the
plan’s actuarial value increases. Copayments for primary care visits range from $31 in base silver plans
to $10 for CSR 94 plans (Exhibit 5). For specialty care visits, copayments range from $58 for base sil-
ver plans to $21 for CSR 94 plans. Primary care visit copayments for employer-based plans averaged
$24 in 2015, and copayments for specialty care visits were $37. Thus, on average, CSR 94 plans have
the lowest cost-sharing requirements, base silver plans have the highest level, and employer-based

plans are in the middle.



6 THE COMMONWEALTH FUND

Exhibit 5. Copayments and Coinsurance for Primary Care and Specialty Care Visits by Metal
Tier, Cost-Sharing Reduction, and Employer Plans, 2016

Marketplace plan tier Employer-

Cost-sharing type Silver Gold Platinum CSR73 CSR87 CSR9% based plans
Primary care

Copayment 76.5%  85.6% 95.0% 77.9% 77.3% 70.9% 68%

Coinsurance 10.6% 7.5% 4.6% 1.3% 10.5% 9.6% 23%

Average copayment  $30.95  $22.50 $16.96 $2772 $15.29 $10.12 $24
Specialty care

Copayment 743%  84.9% 94.0% 76.4% 75.9% 72.7% 68%

Coinsurance 15.3% 1.2% 5.6% 14.7% 13.8% 12.8% 24%

Average copayment ~ $58.28  $44.95 $33.92 $52.02 $33.48 $21.08 $37

Notes: Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered; CSR 73, CSR 87, and CSR 94
silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively. The most recent employer-based insurance survey data are from 2015.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; state insurance websites and state marketplace
websites for state-based marketplaces, Nov. 2015; and Kaiser Family Foundation and Health Research and Educational Trust, Employer Health
Benefits: 2015 Annual Survey (Kaiser/HRET, Sept. 2015).

Out-of-Pocket Limits

Out-of-pocket limits serve to protect enrollees from catastrophic medical expenses by capping the
dollar amount they have to pay themselves in any one year. These limits can serve as a critical form of
protection for individuals who use a high volume of health care services in a plan year. In 2016, the
out-of-pocket legal limit for marketplace plans was $6,850 for single coverage and $13,700 for family
coverage."’

Consumers in lower actuarial value plans (bronze and silver) face higher potential out-of-
pocket costs than those in gold or platinum plans. Annual out-of-pocket limits in 2016 range from
$6,224 for base silver plans to $1,102 for CSR 94 plans (Exhibit 6). The silver plans with CSRs have
more generous out-of-pocket limits than base silver plans, and two of the CSR levels are more gener-
ous than the other standard metal levels as well, providing far more financial protection for covered

services.

Exhibit 6. Average Out-of-Pocket Limits, by Metal Tier and Cost-Sharing Reduction, 2016

Marketplace plan tier
Silver Gold Platinum CSR73 CSR 87 CSR 94
$6,223.57 $4,984.55 $2,694.14 $4,913.04 $2,046.89 $1,102.49

Note: Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered; CSR 73, CSR 87, and CSR 94
silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; and state insurance websites and state
marketplace websites for state-based marketplaces, Nov. 2015.
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Copayments and Coinsurance for Prescription Drugs

As a patient moves from less expensive generic and preferred-brand drugs to more expensive non-
preferred and specialty drugs, the use of copayments declines and use of coinsurance increases. For
example, 82 percent of CSR 73 plans require copayments for generic drugs and 8 percent require
coinsurance (Exhibit 7). In contrast, 19 percent require copayments and 61 percent require coinsur-
ance for specialty drugs. As the metal tiers increase, going from bronze to platinum, a greater propor-
tion of plans use copayments rather than coinsurance for prescription drugs. The percentage of plans
requiring copayments for generic drugs range from 81 percent of base silver plans to 94 percent of

platinum plans.

Exhibit 7. Plans Using Copayments and Coinsurance for Generic, Preferred, Nonpreferred,
and Specialty Drugs, by Metal Tier, Cost-Sharing Reduction, and Employer Plans, 2016

Marketplace plan tier

Employer-

Cost-sharing type Silver Gold Platinum CSR73 CSR87 CSR9% based plans
Generic drugs

Copayment 814%  85.6% 94.1% 82.0% 80.7% 74.8% 84%

Coinsurance 8.2% 4.7% 2.2% 8.2% 7.5% 7.4% 1%
Preferred brands

Copayment 76.9% 84.3% 92.1% 78.2% 781% 741% 75%

Coinsurance 17.2% 12.2% 6.5% 16.9% 16.0% 15.9% 24%
Nonpreferred brands

Copayment 51.0% 59.3% 68.8% 54.3% 54.3% 50.3% 70%

Coinsurance 34.1% 29.5% 29.8% 31.2% 30.0% 29.7% 26%
Specialty drugs

Copayment 16.1% 18.8% 28.4% 18.6% 19.1% 19.1% -

Coinsurance 611% 63.0% 60.3% 61.2% 59.5% 58.3% -

Notes: Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered; CSR 73, CSR 87, and CSR 94
silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively. The most recent employer-based insurance survey data are from 2015; the
survey did not ask about specialty drugs separately in 2015.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; state insurance websites and state marketplace
websites for state-based marketplaces, Nov. 2015; and Kaiser Family Foundation and Health Research and Educational Trust, Employer Health
Benefits: 2015 Annual Survey (Kaiser/HRET, Sept. 2015).

Copayment amounts fall with rising actuarial values. For the base silver plan, a generic drug
copayment is $13 compared to $6 for CSR 94 plans (Exhibit 8). For preferred drugs, the base silver
plan copayment is $48 while the average CSR 94 copayment is $25. Copayments increase with the
price of medications, with base silver plan copayments ranging from $13 for generic drugs to $253

for specialty drugs.
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Exhibit 8. Average Copayments for Generic, Preferred, Nonpreferred, and Specialty Drugs,
by Metal Tier, Cost-Sharing Reduction, and Employer Plans, 2016

Marketplace plan tier

Employer-
Drug type Silver Gold Platihum CSR73 CSR87 CSR94 based plans
Generic drugs $12.69 $10.20 $7.96 $11.51 $7.98 $6.11 $N
Preferred brands $4791 $40.24  $27.02 $45.57 $34.26 $25.46 $31
Nonpreferred brands $92.37 $77.56 $60.79 $88.01 $69.77 $54.20 $54

Specialty drugs $253.16 $203.01 $202.60 $261.08 $24273  $22653 -

Notes: Base silver plans have an actuarial value of about 0.7, meaning an average of 70 percent of costs are covered; CSR 73, CSR 87, and CSR 94
silver plans have actuarial values of 0.73, 0.87, and 0.94, respectively. The most recent employer-based insurance survey data are from 2015; the
survey did not ask about specialty drugs separately in 2015.

Sources: Qualified Health Plan Landscape Files for federally facilitated marketplaces, Nov. 2015; state insurance websites and state marketplace
websites for state-based marketplaces, Nov. 2015; and Kaiser Family Foundation and Health Research and Educational Trust, Employer Health
Benefits: 2015 Annual Survey (Kaiser/HRET, Sept. 2015).

BEHIND THE NUMBERS

Silver plans with cost-sharing reductions, or CSRs, are not outlier marketplace plans; they are, in fact,
mainstream plans constituting 57 percent of marketplace enrollment. Without these plans, low- and
modest-income families in silver plans could incur catastrophic out-of-pocket costs. Individuals earn-
ing $18,000 annually or less (at or below 150 percent of poverty) who experience a serious injury

or illness could incur, on average, out-of-pocket expenses of $6,224—that is, 35 percent of annual
income—before they hit their out-of-pocket limit. Without the option of a CSR plan, low-income
people who seek greater financial protection would have to pay a higher premium for a gold plan,
which could also pose serious financial hardship.

Many people eligible for silver plans with CSRs are not enrolled in them. One survey found
that in 2015, one-third of individuals eligible for CSR coverage selected a bronze plan instead and
therefore received no cost-sharing reductions.'* Improving technology on marketplace websites may
help to increase enrollment. Marketplace website upgrades can help call attention to CSRs when
enrollees are shopping for and purchasing plans.

Cost-sharing requirements differ widely among plans—particularly between base silver plans
and the CSR 87 and CSR 94 plans. People with CSR coverage rate their satisfaction with their cover-
age higher than those without cost-sharing reduction plans. They also report fewer problems access-
ing care and paying medical bills. And the enrollment rate for persons with incomes between 100
percent and 250 percent of poverty is substantially higher than for individuals between 250 percent
and 400 percent of poverty or those above 400 percent.'” By expanding CSR plans to people earning
more than 250 percent of the poverty level, people with moderate incomes would see greater financial

protection and satisfaction with their coverage, while marketplace enrollment would likely increase.
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HOwW THIS STUDY WAS CONDUCTED

We analyzed data on 1,209 CSR-eligible plans sold in individual marketplaces in all 50 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. We collected data on CSR-eligible plans in up to six rating areas, up to
two within each sampling stratum (urban, suburban, and rural), depending on how many rating
areas were present within each state.

In states that rely on the federal exchange, all plans with CSR variants in the sampled
rating areas were collected. In SBM states, NORC collected data on two silver plans with CSRs
per state, selecting the plans at random from the rating area in our sample with the largest popu-
lation (i.e., the largest urban area). National figures were generated by weighting by rating area

populations.
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