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2015 ACA-Exchange-Premiums Update:

Premiums Still Rising
Drew Gonshorowski

ealth care premiums are continuing to rise in

2015. While the pace of change has slowed since
the dramatic increases of 2014, the savings prom-
ised under the Affordable Care Act (ACA) have still
not materialized.

Measuring changes in premiums is an important
element in understanding the impact of the ACA. In
previous analysis, The Heritage Foundation deter-
mined that the new regulations and benefit man-
dates put in place through the ACA caused premi-
ums to increase drastically in 2014, with average
premiums increasing more than 50 percent in some
states.! This Issue Brief examines premium chang-
es in 2015 and finds continued but slower premium
growth, indicative of a market going through a sort-
ing process.

Results from 2015 Premium Analysis

For the United States as a whole, average health
care premiums will increase by 5.3 percent in 2015.2
The estimate is derived using the Heritage Health
Insurance Microsimulation Model, which uses
enrollment data and plan-selection data from the
Department of Health and Human Services (HHS)
to analyze premiums within the ACA exchanges.
This average increase, while indicative of the entire
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market, masks awide disparity of experiences across
the country and thus the experience of individuals
will vary drastically based on location, as shown in
Table 1.

For example, while average premiums in New
Yorkincreased by about 2 percent, premiums in Ohio
went up by approximately 11 percent. When looking
at various plan offerings, the variation within a state
canbe substantial, too. In Michigan, rate changes for
various plans range from a 22 percent decrease to an
18 percent increase. Additionally, Heritage analysis
finds that premium increases, in general, are larger
for younger, lower-cost individuals, continuing a
trend set with the pricing in the 2014 exchanges.

Conor Ryan of the American Action Forum dis-
cusses the variations in his “Averages Won’t Tell the
Story” analysis.® Similarly, health care consulting
group McKinsey finds significant variation in pre-
miums within the same tier even at the state level.

Understanding Other
Premium Analyses for 2015

There have been several other studies that
attempt to analyze the data from HHS regarding
premiums within the exchanges. While there are
differences among the studies, all show significant
premium increases in at least some states, with pre-
miums typically growing faster for the lower-priced
plans.* Studies from Price Waterhouse Coopers and
McKinsey found increases in average premiums
between 6 percent and 10 percent across the coun-
try.® The Commonwealth Fund found something
different: It claimed in its blog “Analysis Finds No
Nationwide Increase in Premiums” that premium
growth had slowed down.® However, the appendix to
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TABLE1

Obamacare's Second Year: The Costs of Buying Health Insurance, 2014-2015

This table compares the average one-month costs for buying health = Up 20%+

: : : Up 10.01%-20%
insurance in the Obamacare exchanges in 2014 and 2015. Up 5.01%-10%

Up 0%-5% Down
AGE 27 AGE 50 FAMILY
2014 2015 % change 2014 2015 % change 2014 2015 % change

Alabama $216.12 $235.57 9.00% $368.31 $390.40 6.00% $730.01 $751.91 3.00%
Alaska $34158  $437.22 [NBSIO0%M| $582.05  $745.02 [NESIO0%M| $1,153.84  $1,430.77
Arizona $261.87 $280.20 7.00% $446.24 $464.09 4.00% $884.51 $911.04 3.00%
Arkansas $285.00 $287.85 1.00% $385.00 $381.15 -1.00% $948.82 $929.84 -2.00%
California $215.00 $236.50 10.00% $255.00 $272.85 7.00% $890.00 $925.60 4.00%
Colorado $192.35 $196.20 2.00% $245.00 $240.10 -2.00% $962.39 $972.01 1.00%
Connecticut $245.27 $247.72 1.00% $435.00 $427.17 -1.80% $987.00 $977.13 -1.00%
Delaware $258.60 $267.65 3.50% $440.71 $450.40 2.20% $873.52 $884.00 1.20%
District of Columbia $155.00 $163.06 5.20% $345.00 $349.14 1.20% $629.00 $629.63 0.10%
Florida $264.45 $284.28 7.50% $450.67 $465.09 3.20% $893.27 $903.99 1.20%
Georgia $263.28 $277.49 5.40% $448.69 $457.66 2.00% $889.32 $916.00 3.00%
Idaho $172.35 $183.90 6.70% $351.00 $368.55 5.00% $682.00 $709.28 4.00%
lllinois $249.72 $269.94 8.10% $425.56 $440.46 3.50% $843.50 $862.06 2.20%
Indiana $264.77 $296.55 12.00% $451.21 $487.31 8.00% $894.38 $952.51 6.50%
lowa $230.21 $262.44 14.00% $392.32 $408.01 4.00% $777.61 $816.49 5.00%
Kansas $200.14 $235.77 17.80% $341.08 $380.31 11.50% $676.05 $767.32 13.50%
Louisiana $266.38 $312.25 17.22% $453.96 $504.81 11.20% $899.79  $1,021.27 13.50%
Maine $282.59 $285.99 1.20% $341.00 $341.34 0.10% $954.57 $964.11 1.00%
Maryland $142.00 $157.90 11.20% $275.00 $282.98 2.90% $614.00 $626.28 2.00%
Michigan $255.85 $291.67 14.00% $436.01 $457.81 5.00% $864.22 $912.96 5.64%
Minnesota $122.00 $145.42 19.20% $265.00 $274.28 3.50% $760.00 $775.20 2.00%
Mississippi $213.00 $224.08 5.20% $500.00 $495.00 -1.00% $943.00 $933.48 -1.01%
Missouri $244.06 $239.17 -2.00% $415.92 $370.17 -11.00% $824.39 $733.70 -11.00%
Montana $213.80 $218.07 2.00% $364.35 $367.99 1.00% $722.19 $730.49 1.15%
Nebraska $213.34 $232.32 8.90% $363.57 $387.20 6.50% $720.62 $760.26 5.50%
Nevada $172.00 $190.92 11.00% $445.00 $467.25 5.00% $625.00 $653.13 4.50%
New Hampshire $221.71 $212.84 -4.00% $377.84 $321.17 -15.00% $748.91 $636.58 -15.00%
New Jersey $319.33 $337.21 5.60% $544.20 $550.73 1.20% | $1,078.66  $1,090.53 1.10%
New Mexico $189.00 $195.62 3.50% $354.00 $354.35 0.10% $849.00 $870.56 2.54%
New York $356.00 $375.65 5.52% $356.00 $360.01 1.13% $712.00 $727.76 2.21%
North Carolina $257.39 $297.54 15.60% $438.64 $452.67 3.20% $869.41 $891.15 2.50%
North Dakota $247.30 $244.82 -1.00% $421.44 $413.01 -2.00% $835.33 $823.30 -1.44%
Ohio $243.12 $289.31 19.00% $414.32 $450.36 8.70% $821.21 $858.17 4.50%
Oklahoma $213.02 $239.64 12.50% $363.02 $379.35 4.50% $719.53 $740.76 2.95%
Oregon $178.20 $180.34 1.20% $215.90 $210.50 -2.50% $689.43 $682.54 -1.00%
Pennsylvania $220.36 $260.02 18.00% $374.05 $407.34 8.90% $744.13 $801.42 7.70%
Rhode Island $205.00 $202.21 -1.36% $297.00 $291.03 -2.01% $802.13 $786.01 -2.01%
South Carolina $246.19 $261.95 6.40% $419.56 $430.05 2.50% $831.60 $857.38 3.10%
South Dakota $308.64 $316.36 2.50% $525.99 $531.25 1.00% | $1,042.56  $1,068.62 2.50%
Tennessee $214.70 $253.35 18.00% $365.90 $401.76 9.80% $725.24 $805.02 11.00%
Texas $229.95 $257.55 12.00% $391.88 $409.52 4.50% $776.74 $828.32 6.64%
Utah $220.91 $240.57 8.90% $338.04 $359.00 6.20% $693.88 $732.04 5.50%
Vermont $366.00 $404.43 10.50% $402.00 $435.77 8.40% $805.00 $872.62 8.40%
Virginia $193.07 $222.03 15.00% $335.27 $362.09 8.00% $774.34 $836.29 8.00%
Washington $215.00 $231.13 7.50% $355.00 $360.55 1.56% $745.00 $774.80 4.00%
West Virginia $229.48 $247.83 8.00% $391.07 $408.67 4.50% $775.14 $799.94 3.20%
Wisconsin $277.91 $319.59 15.00% $473.61 $485.92 2.60% $938.72  $1,001.62 6.70%
Wyoming $364.95 $392.55 7.56% $621.96 $656.79 560% | $1,232.78 $1,245.11 1.00%

Note: Hawaii, Massachusetts, and Kentucky are not included in this table due to unavailable data.

Source: Heritage Foundation calculations using the Heritage Health Insurance Microsimulation Model,

exchange premium data from healthcare.gov, and state-run exchange data from state press releases. IB 4366 R heritage.org
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the study revealed that “the general pattern of pre-
mium increases observed was a regression toward
the mean, with the lowest cost plans in 2014 rais-
ing their premiums significantly, while higher price
plans in 2014 reduced their premiums.”

It is important to understand how these analy-
ses can have such different results. While Common-
wealth’s research appears to use population weight-
ing and McKinsey’s eschews weighting in order to
provide a look at lower cost plans within each tier,
neither fully makes use of actual enrollment esti-
mates. Commonwealth’s analysis in particular
misses the point that population weighting does not
capture the distribution of individual plan selec-
tion. Simply, more people pick the lowest-cost plans
in each “metal” tier, which is different than a simple
population weighting. Thus the claim that premi-
ums have not changed is likely an understatement
simply based on the methodology, because all evi-
dence suggested by other analysis, including Com-
monwealth’s, points to larger increases in premiums
of lower-cost plans.

In the case of McKinsey and others, the estimates
are based on a comparison of lower-cost plans in
each tier. This seems more justifiable, but could lead
to an overstatement because not everyone selects
the lowest-cost plans (even though the majority
will). Still, it is likely not a great overstatement con-
sidering that around two-thirds of enrollees select-
ed the lowest-cost plans in each tier.”

Conclusion

Given the new benefit mandates and other costly
requirements imposed by the ACA, it is not surpris-
ing that 2014 exchange-plan premiums were, in gen-
eral, significantly higher than pre-ACA premiums. It
is also not surprising, given the substantial uncer-
tainty that insurers faced when trying to set 2014
premiums, that there would be wide variations in
2014 rates and, after a year of actual claims experi-
ence, that 2015 rates would start to coalesce around
a mean. That is a normal pattern for a market
responding to the imposition of disruptive changes.

However, itis important to note that the resulting
effects on individuals are far from evenly distribut-
ed.Inaregression to the mean, the previously higher
premiums fall while the previously lower ones rise.
Yet because a majority of enrollees opted for lower-
price plans last year, the effect this year is that more
enrollees experienced an increase in premiums than
experienced a decrease in premiums.

Put simply, reducing prices for more expensive
products that few customers purchase has little
real-world impact on the prices actually paid by
most consumers. Conversely, if most consumers
purchase the lower-cost products—as seems to be
the case with exchange plans—many of them will be
directly affected when a regression to the mean pro-
duces price increases for those products.

In sum, exchange-plan pricing in 2015 gener-
ally shows reductions in premiums for the expen-
sive plans that few people purchased accompanied
by increases in premiums for the lower-cost plans
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favored by the majority of enrollees. Thus, the real-
world effect for most exchange consumers is that the
prices they pay further increased in 2015, though
not as dramatically as they did in 2014.

—Drew Gonshorowski is a Senior Policy Analyst
in the Center for Data Analysis, of the Institute for
Economic Freedom and Opportunity, at The Heritage
Foundation.




