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Executive Summary
Health insurance provides financial security against health care costs and lessens
the risk of incurring medical debt. However, there is growing concern about the
affordability of health insurance. During the 2000s, total health care expenditures
grew substantially. Per capita health spending was $4,703 in 2000 and rose to
$7,538 in 2008 (1). The cost of health insurance also has exploded: the average
annual premium for family coverage in 2015 was $17,545, a 27% increase from
2010 and a 61% increase from 2005 (2). Facing pressure from the rising cost of
health insurance premiums, employers are shifting a larger portion of the burden
to their employees, mostly in the form of deductibles. In 2005, the average annual
deductible for single coverage was $584 for all plans; in 2015, it was $1,318 (2).
While employees have shouldered more of the health insurance cost burden,
median family income has risen at a much slower rate (3). Many health insurance
options available through health insurance marketplace isurane
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2. To encourage use of high-value health care, employer-sponsored health
plans should:

       a. Consider implementing value-based insurance design strategies that
reduce or eliminate out-of-pocket contributions for services proven
to offer the greatest comparative benefit, with higher cost-sharing
for services with less comparative benefit. Such strategies should be
based on rigorous comparative effectiveness research by indepen-
dent and trusted entities that do not have a financial interest in the
results of the research. The goal should be to ensure that high-value
cost-sharing strategies encourage enrollees to seek items and 
services proven to be of exceptional quality and effectiveness and
not just on the basis of low cost;

       b. Consider implementing income-adjusted cost-sharing approaches
that reduce or directly subsidize the expected out-of-pocket contri-
bution of lower-income workers to avoid creating a barrier to thei
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Background

Underinsurance 

Thanks in part to the Patient Protection and Affordable Care Act (ACA), the num-
ber of uninsured Americans has declined sharply. According to the U.S. Census
Bureau, the number of uninsured individuals dropped by 8.8 million from 2013
to 2014 (5). Despite these impressive gains, 33 million people were uninsured
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The ACA and Cost Sharing 

The ACA established several provisions that seek to expand insurance access and
protect insured individuals from financially catastrophic health care costs. The law
created a new category called qualified health plans (QHPs), which are sold
through a regulated marketplace operated by the federal government, the state,
or a hybrid arrangement. Qualified health plans must adhere to a range of benefits
and cost-sharing requirements. These plans are organized into tiers—bronze, silver,
gold, platinum, and catastrophic—based on their actuarial value, a figure that indi-
cates health plan generosity. Generally, bronze-level plans have relatively low pre-
miums but higher cost sharing, whereas platinum plans have high premiums and
low cost sharing. Catastrophic plans are available to lower-income people up to
age 30 and generally provide limited benefits with high deductibles. 

Advance premium tax credits are available to QHP enrollees with incomes
of
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individuals who reported being in fair or poor health or having at least one chron-
ic condition: only 57% of marketplace plan enrollees in this group were somewhat
or very confident they could afford necessary care, versus 78% of the ESI
enrollees. Participants in high-dtici
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October 2015 study evaluated a large self-insured firm that shifted its employees
from a zero-deductible health care plan to an HDHP with a fully funded health
savings account (25). After the change, health care spending dropped by up to
13.8% as enrollees reduced their use of potentially valuable services, such as
preventive screening, and potentially unnecessary services, such as imaging.
Ninety percent of the spending reduction occurred when the enrollees were
required to pay a deductible, and sicker workers were most likely to forgo care
while subject to paying the deductible. The researchers found no evidence that
after 2 years of HDHP coverage, the employees learned to shop for the lowest
prices, despite having had access to online tools showing prices for doctor 
visits, tests, and other services (26).   

M. Gregg Bloche (27) has raised concerns about the potential for consumer-
directed health plans to induce a “reverse Robin Hood effect” in which low-
income HDHP enrollees, who are less able than wealthier ones to contribute to
their health savings accounts, quickly exhaust their pretax contributions and are
forced to pay posttax income on out-of-pocket expenses. Further, low-income
individuals who are unable or unwilling to pay their deductibles on outpatient
diagnostic care, resulting in hospitalization or other therapeutic interventions,
are less likely to reap the benefits of fully insured (or nearly fully insured) postdi-
agnostic treatment than wealthier enrollees who meet the deductible and 
therefore receive full coverage.
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insurers, must explore and implement policies that bend the cost curve while
reducing the financial burden of obtaining and keeping coverage. Over the years,
ACP has supported policies encouraging the use of high-value care, leading to
lower costs and positive health outcomes. The College has strongly supported
the patient-centered medical home and other team-based care arrangements
that emphasize collaboration and close cooperation among health professionals
to deliver efficient, high-value care at a lower cost (31). To make it easier for 
consumers to shop for high-quality, low-cost care, the College has offered 
recommendations on price transparency (32). The College has worked to educate
its members about the importance of delivering high-value, cost-conscious care
(33) and has provided policy recommendations on effective and efficient use of
health care resources (34).

2. To encourage use of high-value health care, employer-sponsored health
plans should:

       a. Consider implementing value-based insurance design strategies that
reduce or eliminate out-of-pocket contributions for services proven
to offer the greatest comparative benefit, with higher cost-sharing
for services with less comparative benefit. Such strategies should be
based on rigorous comparative effectiveness research by indepen-
dent and trusted entities that do not have a financial interest in the
results of the research. The goal should be to ensure that high-value
cost-sharing strategies encourage enrollees to seek items and ser-
vices proven to be of exceptional quality and effectiveness and not
just on the basis of low cost;

       b. Consider implementing income-adjusted cost-sharing approaches
that reduce or directly subsidize the expected out-of-pocket 
contribuiâ uco ow3[<wC>w]ntosw8]TJ3vty“8yfib
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structure VBID to achieve cost savings in addition to improving quality of care
(42). Other approaches should be tested, including an exemption from the
deductible for services used to manage chronic conditions (43). A proposal by
the Center for Value-Based Insurance Design recommends that HDHPs be
allowed to exempt second HhaheWWaGWG”d.[OaPTYG”d.[d.WUc_YZGWG”dWWaGWG”d.[OeWWG”d.[iWYkTYYf]”w.WU_cfWU__aaGWG”Y.WUcadddGWG”d.[OiPTYY]”w.Wd.[OePTYd]”w.WUbefa[OtPTYd]”w.WU__aaGWG”d.[OhPTYd]”w.WUcWWaGWG”d.[Oat”w.WUaeaeGWG”d.[OePTYiWUc_deGWG”dPTYd.[OtPTYd]”w.WU__aaGWG”d.[OhPTYd]”w.WUcWWaGWG”d.[OY]”w.WUcYYeGWG”d.[OnPTY]”w.WUbeYeGWG”d.[OdPTY]”w.WUc_deGWG”d.[]”w.WU_dWU_cfWU__aaGWG”Y.WUcad[OePTYd]”w.WUbefa[OtPTiWUc_deGWG”dPTYd.[OtPTcfeGWG”d.[OHPTYd.[OtPT.WUc_deGWG”d.[]”w.WU_dsWUbeYeGWG”d.[OdPTY]”Y]”w.WUcYYeGWG”d.[OnPTY]”G”d.[OWdcG”q.[PTYd.[OtPTt”w.WUaeaeGWG”d.[OePTYhYd]”w.WUcWWG”d.[OePTY”w.WU__aaGWUWWWWWdcG”q]”w.WUbWWeGWG”d.[OoPTY]”w.WUcYYeGWG”d.[OnPTY]”wiWUc_deGWG”dPTYd.[OtPT.WUbeYeGWG”d.[OdPTY]”w,WUc_deGWG”GWG”Y.WUcaY]”w.WUcYYeGWG”d.[OnPTY]”w“”w.WUbWWeGeG”d.[OePTYt”w.WUaeaeGWG”d.[OePTYhYd]”w.WUcWWG”d.[OePTY.WUc_deGWG”d.[]”w.WU_”d.[d.WUc_YZGWG”dWWaGWG”d.[OeWWG”d.[iWYkTYYf]”w.WU_cfWU__aaGWG”Y.WUcadddGWG”d.[OiPTYY]”w.Wd.[OePTYd]”w.WUbefa[OtPTYd]”w.WU__aaGWG”d.[OhPTYd]”w.WUcWWaGWG”d.[Oat”w.WUaeaeGWG”d.[OePTYiWUc_deGWG”dPTYd.[OtPTYd]”w.WU__aaGWG”d.[OhPTYd]”w.WUcWWaGWG”d.[OY]”w.WUcYYeGWWG”dWWaGWG”d.Yd]”w.WU__aaGWG”d.[OhPfPZfb]”w.WUcYbWa.WU]”w.WU_YWddGWaaZGWG”d.[OtPc]”w.WU_YYZGWG”d.[OiPc]”w.WUZaZZGWG”d.[OiPc]”w.WUZaaZGWG”d.[OnPc]”w.WUbdU___fdGWG”d.[OoPc]”w.WUcWbZGWG”d.[OfPc]”w.iWckTYY]”w.WU_YWddGWG”d.[iYWkTYY]”w.WUbfWdeZGWG”d.[iWYkTb_]”w.WU_W_WdGWG”d.[iWckc]”w.WUZfaZGWG”d.[iYWkc]”w.WUbdaZGWG”d.[iWskc]”w.WUbdaZGWG”d.[iWdkc]”w.d]”w.WU_bcdOsPc]”w.WUa_eZGWG”d.[OePc]”w.rZGWG”d.[OaPc]”w.WUbZeZGWG”d.[OlPc]”w.WUZaZZGWG”d.[OiPc]”w.WUZa,W”w.WUcZfZGWG”d.[OrPc]”wd]”w.WU_bcdOsPc]”w.oUbccZGWG”d.[OrPc]”w.WU_baZGWG”d.[OvPc]”w.WUaed]”w.WU_bcdOsPc]”w.bZGWG”d.[OsPc]”w.WUa_eZGWG”d.[OaPc]”w.WUbZeZGWG”d.[OlPc]”w.WUZaWUbddZGWG”d.[OrPc]”w.dGWG”d.[iWrkTYY]”w.WUbfa_eZGWG”d.[OePc]”w.WUbccZGWG”d.[OdPc]”w.WUbccZGWG”d.[OdPc]”w.WU_YYZGWG”d.[OoPc]”w.WUcWbZGWG”d.[iWYkTea]”w.WU___fdGWG”d.[OiPc]”w.d]”w.WU_bcdOsPc]”w.oUbccZGWG”d.[OrPc]”w.WUa_eZGWG”d.[OePc]”w.,W”w.WUcZfZGWG”d.[OrPc]”wd]”w.WU_bcdOsPc]”w.cZGWG”d.[OiPc]”w.WUZaaZGWG”d.[OcPc]”w.WUafaZGWG”d.[iWYkTb_]”w.WU_W_WdGWG”d.[OcPc]”w.WUafaZGWG”d.[OoPc]”w.WUcWbZGWG”d.[OnPc]”w.WUbdbZGWG”d.[OdPc]”w.WUc_d]”w.WU_bcdOsPc]”w.dZGWG”d.[OnPc]”w.WUbdbZGWG”d.[OsPc]”w.WUa_sU_YYZGWG”d.[OoPc]”w.WUcWbZGWG”d.[iWYkTb_]”d.[iYWkTYY]”w.WUbfWdsU_YYZGWG”d.[OoPc]”w.WUcWbZGWG”d.[iWYkTb_]”ZGWG”d.[ieWG”d.[OmPc]_]”w.WU_W_WdGWG”d.[Oc]”w.d]”w.WU_bcdOsPc]”w.WUa_eZGWG”d.[OePc]”w.rZGWG”d.[OaPc]”w.WUbZeZGWG”d.[OlPc]”w.WUZaZZGWG”d.[OiPc]”w.WUZ.WUc_d]”w.WU_bcdOsPc]”w.dZGWG”d.[OnPc]”w.WUbdYZGWG”d.[OiPc]”w.WUZaaZGWG”d.[ObPc]”w.WUc_YZGWG”d.[OlPc]”w.WUZacZGWG”d.[OePc]”w.WUbccZGWG”d.[iWYkTb_]”w.WU_W_WdGWG”d.[OfPc]”w.WUZefZGWG”d.[OoPc]”w.WUcWbZGWG”d.[OrPc]”w.WU_baZGWG”d.[iWYkTb_]”w.WUbdaZGWG”d.[iWdkc]”w.d]”w.WU_bcdOsPc]”ww.WUZbaZGWG”d.[iWYkTb_]”w.WU_W_WdGWG”d.[iYnkc”w.WU_W_WdGWG”d.[iYnkc]_]”w.WU_W_WdGWG”d.[OpPc]”GW]”w.WU_[OadPTYd.[OwPTY]”w.WUcWbZGWG”d.[fOcPc]”w.WUafaZGWG”d.[fOcPc]”w.eZGWG”d.[OlPcfOcPc]”w.cZGWG”d.[iWYkfOcPc]”w.aZGWG”d.[OcPcfOcPc]”w.WU_baZGWG”d.[fOcPc]”w.rZGWG”d.[OaPcfOcPc]”wd.[OePTYY]”w.WUbeZddGWG”d.[O.[iYWkTYY]”fOcPc]”w.bZGWG”d.[OsPcfOcPc]”w.bZGWG”d.[OsPcfOcPc]”w.rZGWG”d.[OaPcfOcPc]”w.eZGWG”d.[OlPcfOcPc]”w.[O.[iYWkTYY]”fOcPc]”w.cZGWG”d.[OePcfOcPc]”w.aZGWG”d.[OcPcfOcPc]”wePTY]”w.WUbdZeGWG”d.[OxPTY]”GWG”d.[iWYkfOcPc]”w.aZGWG”d.[OcPcfOcPc]”w.[O.[iYWkTYY]”fOcPc]”w.]”GWG”d.[iWYkfOcPc]”wePTY]”w.WUbdZeGWG”d.[OxPTYZZGWG”d.[OiPcfOcPc]”w.[O.[iYWkTYY]”fOcPc]”w.yZGWG”d.[iWYkfOcPc]”wePTY]”w.WUbdZeGWG”d.[OxPTYbZGWG”d.[OsPcfOcPc]”w.rZGWG”d.[OaPcfOcPc]”w.eZGWG”d.[OlPcfOcPc]”w.]”GWG”d.[iWYkfOcPc]”w.WU_baZGWG”d.[fOcPc]”w.cZGWG”d.[OePcfOcPc]”w.]”GWG”d.[iWYkfOcPc]”wePTY]”w.WUbdZeGWG”d.[OxPTYWUcWbZGWG”d.[fOcPc]”w.eZGWG”d.[OlPcfOcPc]”w.wZGWG”d.[daWcfOcPc]”w.WU_baZGWG”d.[fOcPc]”w.rZGWG”d.[OaPcfOcPc]”wePTYGWG”d.[iWPcfOcPc]”wei_W_WdGWG”d.[fOcPc]”w.WUafaZGWG”d.[fOcPc]”w.cZGWG”d.[OePcfOcPc]”w.eZGWG”d.[OlPcfOcPc]”w.ZZGWG”d.[OiPcfOcPc]”w.WU_baZGWG”d.[fOcPc]”wex lc ac c acx ac lc icx af or s oerv r n

o  c o r o c c o  ti o  o c4 af or o4 oo
 i so tii

 a4 c
v c c  -  n    



Addressing the Increasing Burden of Health Insurance Cost Sharing

insufficient, limited premium subsidies and no cost-sharing assistance. The sub-
sidies in this income range would cap premiums at 8.1% to 9.56%, above the
ACA’s affordability standard exempting from the individual mandate those who
would have to pay more than 8% of their income for coverage (50). More relevant
to this paper is that the affordability standards do not consider cost sharing. Even
if an enrollee’s premium is well under the 8% threshold, the deductibles, copay- y y y b
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As more individuals enroll in health plans with high deductibles, stakeholders
must emphasize the availability of free preventive care and other necessary ser-
vices that may be exempt from deductibles. Although proponents of HDHPs argue
that they promote cost consciousness, this goal can be achieved only if the patient
has ample health and health insurance literacy and has access to understandable
health care cost and quality information to make informed decisions. The literature
shows that even when preventive services are exempt from cost sharing, patients
may forgo such services because they are unaware that such services are free
(53). A survey of uninsured individuals and public or private insurance enrollees
found that although most respondents could identify terms such as premiums
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