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How Will You Fare in the Obamacare Exchanges?

Drew Gonshorowski

here are literally no comparisons to current

rates. That is, [the Department of Health and
Human Services] has chosen to dodge the ques-
tion of whose rates are going up, and how much.
Instead they try to distract with a comparison
to a hypothetical number that has nothing to do
with the actual experience of real people.

—Douglas Holtz-Eakin
President, American Action Forum!

Enrollment in Obamacare’s health insurance
exchanges has proven to be a somewhat difficult
process amidst technical glitches and delays. Aside
from the issues associated with actually purchas-
ing health care, once an individual gets a quote for
health insurance on an exchange, is the premium
higher or lower than before?

Our research finds that for many states, the
insurance on health exchanges will cost more than
existing insurance. This study illustrates that the
general experience for individuals shopping on the
exchange is that of increasing premiums from what
was available to them prior to implementation of the
exchanges. Many families and individuals will face
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this reality as they apply for coverage, and the impli-
cations of experiencing sticker shock are important
to consider if enough people choose not to sign up for
coverage for various reasons.

Methodology. The Heritage Health Insurance
Microsimulation Model (HHIMM), in concordance
with insurer data compiled by Mark Farrah Associ-
ates, is used to create a snapshot of what it looks like
to shop for insurance prior to exchange implemen-
tation. This data is used to build weighted average
premiums within the rating areas, similar to the
process described in the most recent release from
the Department of Health and Human Services
(HHS).2

First, we use expected age distribution in the
individual market from the HHIMM. Next, we use
census data for the county populations in order to
scale up to the state level, creating something that
is roughly comparable to the weighted averages pre-
sented by HHS.? This comparison is different from
others in that, rather than comparing specific plans,
it is designed to capture the difference in premi-
um levels between the exchange and what could be
acquired in the market.

This paper is meant to provide a necessary segue
toHHS’sdatasummary, creatingan apples-to-apples
comparison of exchange data to what the costs are
for individuals. Effectively, we have used the same
methods that were employed to provide summary
data on the exchange markets to prior insurance
data in order to get the closest comparison.

Some state-based exchanges have data releases
that are more limited than the 36 federal exchanges.
For state exchanges, some premiums must be esti-
mated. As is the case with all studies built to address
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the changes in exchange premiums, it is important
to note that when more data becomes available,
results could vary slightly.

This study considers the data as released by HHS.
States with little data released are omitted from this
study.*

This analysis represents the change in unsubsi-
dized rate levels. The purpose of this research is to
provide further details on the changing premium
levels across the country. With this in mind, itis true
that many people will have the opportunity to lower
their personal monthly costs within the exchanges if
they qualify for subsidies.

Results. Individuals in most states will end up
spending more on the exchanges. It is true that in
some states, the experience could be the opposite.
This is because those states had already over-regu-
lated insurance markets that led to sharply higher
premiums through adverse selection, as is the case
of New York. Many states, however, double or nearly
triple premiums for young adults. Arizona, Arkan-
sas, Georgia, Kansas, and Vermont see some of the
largest increases in premiums.®

The Obama Administration is desperate for
younger people to enroll to prevent an adverse selec-
tion death spiral. As pointed out by Sam Cappellan-
ti at the American Action Forum, “The enrollment
of these low cost young adults...is essential as they
are required to subsidize the costs of insuring the

elderly and chronically ill.”* However, young adults
face a penalty for not enrolling that is projected to
be far less than the insurance coverage they could
receive.

Our findings confirm that younger populations
see larger percentage increases in premiums. A
state that exhibits this clearly is Vermont, where
the increase for 27-year-olds is 144 percent and the
increase for 50-year-olds is still 60 percent, but far
less. All states exhibit this relationship.

Many individuals will experience sticker shock
when shopping on the exchanges. It is clear that
many policies and cross-subsidization within Obam-
acare will lead to upward shifts in premiums. These
policies include the health insurance tax, essential
health benefit and actuarial value regulations, less
allowed age variability in premiums, community
rating, and guaranteed issue.” However, real uncer-
tainty, amidst a rocky start, surrounds what enroll-
ment will look like in the exchanges.

Fantasy Savings. Obamacare will leave many
people paying more for their health insurance. The
healthcare.gov website is learning to crawl, with
additional data trickling in. However, based on
information already released by HHS, states, and
insurance plans, the claims of savings on premiums
for the average participant is a fantasy.

—Drew Gonshorowski is a Policy Analyst in the
Center for Data Analysis at The Heritage Foundation.
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2. U.S. Department of Health and Human Services, “Health Insurance Marketplace Premiums for 2014," September 2013, http://aspe.hhs.gov/
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TABLE 1
Comparing the Costs of Buying Health Insurance 1 Up 100%+
O/ 1)
This table shows the average one-month premium change in buying health Sg 216@,_1_284)
insurance in the non-group market versus the Obamacare exchanges. Up 0%-25% Down
ADULT AGE 27 ADULT AGE 50 FAMILY OF FOUR
BEFORE EXCHANGE %change | BEFORE EXCHANGE %change | BEFORE EXCHANGE % change
Alabama $165.00 $216.12 31.0% $285.00 $368.31 29.2% $676.66 $730.01 7.9%
Alaska $198.00 $341.58 72.5% $398.00 $582.05 46.2% | $1,020.45  $1,153.84 13.1%
Arizona $102.00  $261.87 - $315.00  $446.24 417% | $79238  $884.51 11.6%
Arkansas $105.00 $285.00 $215.00 $385.00 79.1% $761.26 $948.82 24.6%
California $174.00 $215.00 23.6% $225.00 $255.00 13.3% $860.33 $890.00 3.4%
Colorado $275.00 $192.35 -30.1% $330.00 $245.00 -258% | $1,024.36 $962.39 -6.0%
Connecticut $149.37 $245.27 64.2% $249.00 $435.00 74.7% $802.68 $987.00 23.0%
Delaware $129.35 $258.60 99.9% $267.00 $440.71 65.1% $731.44 $873.52 19.4%
District of Columbia $153.27 $155.00 1.1% $225.00 $345.00 53.3% $545.13 $629.00 15.4%
Florida $151.40 $264.45 74.7% $257.00 $450.67 75.4% $724.98 $893.27 23.2%
Georgia $98.12 $263.28 $263.00 $448.69 70.6% $732.34 $889.32 21.4%
Idaho $92.45 $172.35 86.4% $262.00 $351.00 34.0% $624.08 $682.00 9.3%
Illinois $116.45 $249.72 $298.00 $425.56 42.8% $753.23 $843.50 12.0%
Indiana $197.45 $264.77 34.1% $249.00 $451.21 81.2% $712.80 $894.38 25.5%
lowa $205.00 $230.21 12.3% $347.00 $392.32 13.1% $729.00 $777.61 6.7%
Kansas $87.40  $200.14 - $198.00  $341.08 723% | $55392  $676.05 22.0%
Louisiana $129.20 $266.38 $315.00 $453.96 44.1% $800.56 $899.79 12.4%
Maine $225.00 $282.59 25.6% $329.00 $341.00 3.6% $945.86 $954.57 0.9%
Maryland $129.00 $142.00 10.1% $243.00 $275.00 13.2% $593.79 $614.00 3.4%
Michigan $117.30 $255.85 [NEABA9SY  $305.00 $436.01 43.0% $771.41 $864.22 12.0%
Minnesota $106.00 $122.00 15.1% $216.00 $265.00 22.7% $716.90 $760.00 6.0%
Mississippi $163.00 $213.00 30.7% $364.00 $500.00 37.4% $854.92 $943.00 10.3%
Missouri $159.00 $244.06 53.5% $299.00 $415.92 39.1% $743.80 $824.39 10.8%
Montana $150.00 $213.80 42.5% $278.00 $364.35 31.1% $666.11 $722.19 8.4%
Nebraska $125.00 $213.34 70.7% $298.00 $363.57 22.0% $680.98 $720.62 5.8%
Nevada $168.00 $172.00 2.4% $297.00 $445.00 49.8% $620.00 $625.00 0.8%
New Hampshire $220.00 $221.71 0.8% $359.00 $377.84 5.2% $739.09 $748.91 1.3%
New Jersey $329.00 $319.33 -2.9% $550.00 $544.20 -1.1% | $1,081.50 $1,078.66 -0.3%
New Mexico $105.00 $189.00 80.0% $315.00 $354.00 12.4% $822.72 $849.00 3.2%
New York $500.00 $356.00 -28.8% $500.00 $356.00 -28.8% $763.26 $712.00 -6.7%
North Carolina $135.00 $257.39 90.7% $364.00 $438.64 20.5% $824.85 $869.41 5.4%
North Dakota $116.00  $247.30 [0 1182% | $21500  $421.44 96.0% | $634.81  $835.33 31.6%
Ohio $247.00 $243.12 -1.6% $421.00 $414.32 -1.6% $824.47 $821.21 -0.4%
Oklahoma $135.00 $213.02 57.8% $298.00 $363.02 21.8% $680.29 $719.53 5.8%
Oregon $115.00 $178.20 55.0% $201.00 $215.90 7.4% $676.65 $689.43 1.9%
Pennsylvania $167.00 $220.36 32.0% $289.00 $374.05 29.4% $689.38 $744.13 7.9%
Rhode Island $285.00 $205.00 -28.1% $354.00 $297.00 -16.1% $834.42 $802.13 -3.9%
South Carolina $205.00 $246.19 20.1% $315.00 $419.56 33.2% $762.59 $831.60 9.0%
South Dakota $159.00 $308.64 94.1% $305.00 $525.99 72.5% $853.71  $1,042.56 22.1%
Tennessee $135.00 $214.70 $278.00 $365.90 31.6% $667.91 $725.24 8.6%
Texas $115.00 $229.95 $205.00 $391.88 91.2% $599.72 $776.74 29.5%
Utah $126.00 $220.91 $268.00 $338.04 26.1% $648.54 $693.88 7.0%
Vermont $150.00 $366.00 $250.00 $402.00 60.8% $682.64 $805.00 17.9%
Virginia* $165.00  $581.55 $27800  $991.03 [112868% | $704.76 $1,964.29 [NNA7E%N
Washington $124.00 $215.00 73.4% $314.00 $355.00 13.1% $720.68 $745.00 3.4%
West Virginia $215.00 $229.48 6.7% $359.00 $391.07 8.9% $757.83 $775.14 2.3%
Wisconsin $140.00 $277.91 98.5% $289.00 $473.61 63.9% $788.82 $938.72 19.0%
Wyoming $289.00 $364.95 26.3% $540.00 $621.96 152% | $1,186.00  $1,232.78 3.9%
* Virginia figures are as reported. However, errors are likely leading to higher expected premiums.
Note: Hawaii, Massachusetts, and Kentucky are not included in this table due to unavailable data.
Sources: 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 4068 W heritage.org






