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Some insurers have already released their 2015 proposed premium rates for customers
in the federal and state health care marketplaces. Others will release their premiums
in the coming weeks and months. These rates will vary across, and even within, states.
Some will increase, some will decrease, and others will remain the same.! Premiums
are expected to increase only slightly on average,> but expect conservatives to use any
increase—no matter how small—to continue their relentless campaign to repeal or
undermine the Affordable Care Act, or ACA; previous efforts resulted in last year’s
government shutdown. These attacks are becoming more desperate as evidence of the
law’s success mounts: Gallup found that the uninsured rate dropped last month to its
lowest point since it began tracking it in January 2008, giving millions of people the
peace of mind of knowing they are no longer one sickness away from losing every-
thing.’ Indeed, more than 8 million people signed up in the federal and state market-
places during the first open enrollment, exceeding expectations—and millions more
are getting covered in plans outside the marketplaces or by Medicaid.* For the first
time, insurers cannot deny or drop coverage because of a pre-existing condition, and
plans must cover important services such as doctor’s visits, maternity care, preventive

services, and prescription drugs.®

Before conservatives’ renewed attacks take form, this issue brief lays out the historical
trends of premiums in the individual market, what to expect next year, and the conse-

quences of repealing the Affordable Care Act.

Before the ACA, individual market premiums increased 15 percent
annually, and coverage was not reliable

Premiums would be increasing this year regardless of the Affordable Care Act, due
to the underlying growth in health care costs.’ Increases have slowed recently,” likely
in part because of ACA changes; nevertheless, increases have occurred. Therefore, it

should come as no surprise that premium rates will go up next year.
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There are a few things to keep in mind about the individual market prior to the ACA’s
passage. First, individual market premium rates were increasing by double digits.
From 2009 to 2010, the year before the ACA became law, premiums increased an
average of 15 percent for those who purchased coverage in the individual market for

more than one year.?

Second, those premium increases were only for those lucky enough to get coverage:
Insurers denied nearly one in five people who applied for health plans in the individual
market prior to the law.” Third, most people had negative experiences in the individual

market.'” No wonder, considering how Consumer Reports described it:

[I]ndividual insurance is a nightmare for consumers: more costly than the equivalent
job-based coverage, and for those in less-than-perfect health, unaffordable at best and
unavailable at worst. Moreover, the lack of effective consumer protections in most states
allows insurers to sell plans with “affordable” premiums whose skimpy coverage can
leave people who get very sick with the added burden of ruinous medical debt."'

In short, consumers paid more for less—if they got anything at all.

Marketplace premiums have been lower than first projected and are not
expected to increase dramatically next year

As we debate what will happen next year for marketplace premiums, we cannot forget
that last year’s premiums were lower than expected.'? Although premiums will vary

by state—and even within states—there are still a couple points worth highlighting.
Since the Affordable Care Act passed, the nonpartisan Congressional Budget Office,
or CBO, and Joint Committee on Taxation, or JCT, have repeatedly lowered their pre-
mium projections. In their latest estimates, CBO and JCT found that marketplace pre-
miums for 2016 would be 15 percent lower than they originally thought.* Moreover,
they estimated that marketplace premiums would increase only slightly next year, with
the premium for the average marketplace benchmark plan increasing by $100, from
$3,800 to $3,900."

The ACA’s financial assistance will lessen the impact of premiums on
consumers next year

Another important fact to remember when discussing next year’s premium rates is that
consumers do not necessarily bear the full cost, as there is financial assistance to help
them afford coverage. Under the Affordable Care Act, those with incomes starting at
and up to 400 percent of the federal poverty level—from $23,550 to around $94,000 for
a family of four—are eligible for subsidies to reduce premium costs. We know from the

2 Center for American Progress | Putting 2015 Health Care Premium Rates into Context

Key takeaways:

* Marketplace premiums for
2015 will vary from state to state
and within states; some will go
up, while others will go down.
Still, others may stay virtually
the same.

The year before the ACA, premi-
ums in the individual market in-
creased 15 percent. Projections
show only a modest premium

increase, on average, for 2015.

Premiums have actually been

lower than first projected.

The ACA'’s financial assistance
will lessen the impact of premi-
ums on next year’s consumers.
This year, 85 percent of people in
the marketplaces received pre-
mium tax credits to help lower

the cost of their health care.

Repealing the ACA would mean
losing key protections that

help keep premiums low; this
would only exacerbate premium

increases.



first open enrollment, which ended at the end of March, that 85 percent of those who
picked a plan in the federal and state marketplaces received financial assistance.'® As Lew
Borman, a spokesman for Blue Cross Blue Shield of North Carolina, recently said when
discussing next year’s rates for North Carolinians, “Many of the people who qualify for
Affordable Care Act plans, their coverage includes a subsidy. Over 91 percent of those
customers that enrolled this year have access to subsidies. So they may not, in fact, feel

the possible rate increases.”'®

The law’s financial assistance is not only premium tax credits. The ACA also sets limits on
how much consumers can spend out of pocket for medical costs, including deductibles
and co-pays. In 2015, that amount is $6,600 for an individual and $13,200 for a family."”

Repealing the law would get rid of key consumer protections to keep
premiums low

Conservatives will not rest until every word of the Affordable Care Act is repealed.
While this rhetoric might make sense to the extreme ideologues, it makes no sense
for average Americans. Repealing the law would not only deny millions of people the
health coverage they just chose, but it would also repeal key consumer protections
that hold insurance companies accountable and prevent them from raising premiums

for no reason.

One way the law keeps premiums lower is by strengthening the rate review process.
Before the ACA, most states had some type of rate review program in place; under these
programs, insurers submit proposed rates or rate increases to regulators, who review the
proposals to make sure they are reasonable. As one might suspect, these state laws vary,
with some requiring approval before a premium increase can go into effect and others

requiring insurers to simply disclose the amount of premium increases."®

Insurers must now disclose rate increases of 10 percent or more and provide justi-
fication for them; these amounts are also subject to review. States continue to play

a key role in the rate review process, but, under the ACA, if a state does not have an
effective rate review program, the federal government will step in to review insurers’
submissions.'” Furthermore, to be certified as a qualified health plan—and thus be
able to participate in a state or the federal marketplace—health plans must submit
justifications for all premium increases before they can go into effect. The market-
places take this information into account before determining whether to allow the

plan to participate.*
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These provisions are already producing results. In 2012, the rate review process saved
6.8 million consumers roughly $1.2 billion on their premiums.* In fact, the Department
of Health and Human Services, or HHS, found that “in the individual market, the aver-
age rate request increase dropped by 12 percent (from 8.1 percent to 7.1 percent) after
rate review, saving consumers an estimated $311 million.””” Moreover, the proportion
of rate increases in the individual market that were 10 percent or more dropped from 75
percent in 2010 to SO percent in 2011 to 34 percent in 2012.”

The ACA also encourages states to increase their oversight of insurers’ premium rates in
the individual market. The law provides $250 million in grants over five years to enhance
states’ rate review capability. Any state that receives a grant must also submit data on rate

increases in the individual and small group markets to HHS.**

Another provision in the law requires insurance companies to spend at least 80 percent
of premium dollars on medical care or quality-improvement efforts, not administrative
costs and profits. If insurers spend less than this amount, they must send consumers a
rebate. Already, this provision has saved 77.8 million people $3.4 billion upfront on their
premiums, and rebates have totaled $500 million—meaning that an estimated 8.5 mil-

lion people got an average rebate of $100.*

Conclusion

The Affordable Care Act is delivering on its goal to provide quality, affordable coverage

to millions of Americans. Nonpartisan experts project that this success will continue into
next year, estimating that premiums will increase at lower rates than they did prior to the
law’s enactment. Moreover, financial assistance available to consumers should help cush-

ion any rate increases for those signing up in the federal and state marketplaces.

While conservatives continue to search for flaws in the law to bolster their campaign
to repeal it, they are not acknowledging the fact that doing so will undermine the
health security of millions of Americans and get rid of key consumer protections that
help keep premiums lower. We need to move forward and implement the law, not go
back in time to when insurers were able to deny coverage, charge more money for no

reason, and limit care.

Tony Carrk is a Senior Health Advisor at the Center for American Progress.

4 Center for American Progress | Putting 2015 Health Care Premium Rates into Context



Endnotes

Louise Radnofsky, “A Washington State Health Insurer Plans 13 Congressional Budget Office, “Updated Estimates of the Ef-

N

to Cut Rates in 2015," The Wall Street Journal, May 12, 2014,
available at http://online.wsj.com/news/articles/SB10001
424052702304081804579558331236178714?mg=reno64-
wsj&url=http%3A%2F%2Fonline.wsj.com%2Farticle%2F
SB10001424052702304081804579558331236178714.html.

Congressional Budget Office, “Updated Estimates of the Ef-
fects of the Insurance Coverage Provisions of the Affordable
Care Act, April 2014”(2014), available at http://cbo.gov/
sites/default/files/cbofiles/attachments/45231-ACA_Esti-
mates.pdf.

v

fects of the Insurance Coverage Provisions of the Affordable
Care Act, April 2014

Ibid.

Office of The Assistant Secretary for Planning and Evalua-
tion, HEALTH INSURANCE MARKETPLACE: SUMMARY ENROLL-
MENT REPORT FOR THE INITIAL ANNUAL OPEN ENROLLMENT
PERIOD (U.S. Department of Health and Human Services,
2014), available at http://aspe.hhs.gov/health/reports/2014/
MarketPlaceEnrollment/Apr2014/ib_2014apr_enrollment.

pdf.

w

Jenna Levy, “U.S. Uninsured Rate Drops to 13.4%," Gal-
lup, May 5, 2014, available at http://www.gallup.com/ 1
poll/168821/uninsured-rate-drops.aspx.

(o)}

Angelica Alverez, “Blue Cross missing age, sales target for
ACA could mean higher bills,”WTVD, May 9, 2014, available
at http://abclocal.go.com/wtvd/story?section=news/
local&id=9532315.

EN

The White House, “FACT SHEET: Affordable Care Act by the
Numbers,” Press release, April 17, 2014, available at http://
www.whitehouse.gov/the-press-office/2014/04/17/fact- 17 Centers for Medicare & Medicaid Services, “"HHS 2015 Health
sheet-affordable-care-act-numbers. Policy Standards Fact Sheet,”March 5, 2014, available at
http://www.cms.gov/Newsroom/MediaReleaseDatabase/
Fact-sheets/2014-Fact-sheets-items/2014-03-05-2.html.

v

David Pittman, “HHS Finalizes Essential Health Benefits Rule,”

MedPage Today, February 20, 2013, available at http://www.

medpagetoday.com/Washington-Watch/Reform/37462. 18 The Henry J. Kaiser Family Foundation, “State Statutory Au-
thority to Review Health Insurance Rates, Individual Plans,”
available at http://kff.org/other/state-indicator/rate-review-

individual/ (last accessed May 2014).

(o)}

Sarah KIiff, “Six Reasons Obamacare Premiums are Going Up
Next Year,"Vox, May 14, 2014, available at http://www.vox.
com/2014/5/14/5713890/six-reasons-obamacare-premi-

ums-are-going-up-next-year. 19 National Association of Insurance Commissioners, “Rate
Review White Paper: Adopted by the NAIC Health Insur-

7 Jason Furman, “Advance Estimate of GDP for the First ance and Managed Care (B) Committee on June 27,2012"
Quarter of 2014, Council of Economic Advisors blog, (2012), available at http://www.naic.org/documents/
April 30, 2014, available at http://www.whitehouse.gov/ committees_b_related_wp_rate_review.pdf.
blog/2014/04/30/advance-estimate-gdp-first-quarter-2014.

20 Ibid.

e}

Lisa Dubay and others. “Understanding the Individual

Market: The Need for Reform” (Washington: Academy- 2
Health, 2011), available at http://www.academyhealth.org/
files/2011/tuesday/dubay.pdf.

Office of The Assistant Secretary for Planning and Evalu-
ation, U.S. Department of Health and Human Services: Rate
Review Annual Report September 2013 (U.S. Department of
Health and Human Services, 2013), available at http://aspe.

9 Larry Levitt and others, "How Buying Insurance Will Change hhs.gov/health/reports/2013/acaannualreport/ratereview_
Under Obamacare” (Menlo Park, CA: The Henry J. Kaiser rpt.cfm
Family Foundation, 2013), available at http://kff.org/health-
reform/perspective/how-buying-insurance-will-change- 22 Ibid.
under-obamacare/.
23 lbid.

10 Dana Goin and Sharon K. Long, “Prior Experience with the
Nongroup Health Insurance Market: Implications for Enroll- 24 Ibid.
ment under the Affordable Care Act” (Washington: Urban
Institute, 2014), available at http://hrms.urban.org/briefs/ 25 U.S. Department of Health and Human Services, “New

nongroup_health_insurance_market.pdf. report finds competition lowers premiums by nearly 20
percent in the Health Insurance Marketplace,’ Press release,
July 18,2013, available at http://www.hhs.gov/news/

press/2013pres/07/20130718a.html.

11 Consumer Reports, “Hazardous health plans: Coverage gaps
can leave you in big trouble,” May 2009, available at http://
www.consumerreports.org/cro/2012/05/hazardous-health-
plans/index.htm.

12 Luhby, Tami, “Obamacare premium rates lower than
expected,’ CNN Money, September 25, 2013, available at

http://money.cnn.com/2013/09/25/news/economy/obam-
acare-premium-rates/.

5 Center for American Progress | Putting 2015 Health Care Premium Rates into Context


http://cbo.gov/sites/default/files/cbofiles/attachments/45231-ACA_Estimates.pdf
http://cbo.gov/sites/default/files/cbofiles/attachments/45231-ACA_Estimates.pdf
http://cbo.gov/sites/default/files/cbofiles/attachments/45231-ACA_Estimates.pdf
http://www.gallup.com/poll/168821/uninsured-rate-drops.aspx
http://www.gallup.com/poll/168821/uninsured-rate-drops.aspx
http://www.whitehouse.gov/the-press-office/2014/04/17/fact-sheet-affordable-care-act-numbers
http://www.whitehouse.gov/the-press-office/2014/04/17/fact-sheet-affordable-care-act-numbers
http://www.whitehouse.gov/the-press-office/2014/04/17/fact-sheet-affordable-care-act-numbers
http://www.medpagetoday.com/Washington-Watch/Reform/37462
http://www.medpagetoday.com/Washington-Watch/Reform/37462
http://www.vox.com/2014/5/14/5713890/six-reasons-obamacare-premiums-are-going-up-next-year
http://www.vox.com/2014/5/14/5713890/six-reasons-obamacare-premiums-are-going-up-next-year
http://www.vox.com/2014/5/14/5713890/six-reasons-obamacare-premiums-are-going-up-next-year
http://www.whitehouse.gov/blog/2014/04/30/advance-estimate-gdp-first-quarter-2014
http://www.whitehouse.gov/blog/2014/04/30/advance-estimate-gdp-first-quarter-2014
http://www.academyhealth.org/files/2011/tuesday/dubay.pdf
http://www.academyhealth.org/files/2011/tuesday/dubay.pdf
http://kff.org/health-reform/perspective/how-buying-insurance-will-change-under-obamacare/
http://kff.org/health-reform/perspective/how-buying-insurance-will-change-under-obamacare/
http://kff.org/health-reform/perspective/how-buying-insurance-will-change-under-obamacare/
http://hrms.urban.org/briefs/nongroup_health_insurance_market.pdf
http://hrms.urban.org/briefs/nongroup_health_insurance_market.pdf
http://www.consumerreports.org/cro/2012/05/hazardous-health-plans/index.htm
http://www.consumerreports.org/cro/2012/05/hazardous-health-plans/index.htm
http://www.consumerreports.org/cro/2012/05/hazardous-health-plans/index.htm
http://money.cnn.com/2013/09/25/news/economy/obamacare-premium-rates/
http://money.cnn.com/2013/09/25/news/economy/obamacare-premium-rates/
http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Apr2014/ib_2014apr_enrollment.pdf
http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Apr2014/ib_2014apr_enrollment.pdf
http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Apr2014/ib_2014apr_enrollment.pdf
http://abclocal.go.com/wtvd/story?section=news/local&id=9532315
http://abclocal.go.com/wtvd/story?section=news/local&id=9532315
http://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2014-Fact-sheets-items/2014-03-05-2.html
http://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2014-Fact-sheets-items/2014-03-05-2.html
http://kff.org/other/state-indicator/rate-review-individual/
http://kff.org/other/state-indicator/rate-review-individual/
http://www.naic.org/documents/committees_b_related_wp_rate_review.pdf
http://www.naic.org/documents/committees_b_related_wp_rate_review.pdf
http://aspe.hhs.gov/health/reports/2013/acaannualreport/ratereview_rpt.cfm
http://aspe.hhs.gov/health/reports/2013/acaannualreport/ratereview_rpt.cfm
http://aspe.hhs.gov/health/reports/2013/acaannualreport/ratereview_rpt.cfm
http://www.hhs.gov/news/press/2013pres/07/20130718a.html
http://www.hhs.gov/news/press/2013pres/07/20130718a.html

