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EXECUTIVE SUMMARY

What This Paper Covers

In 2018, the Trump administration liberalized federal requirements around short-term limited-
duration health insurance (STLDI). In a 2021 analysis, | found that states that maximally
permitted STLDI had more favorable trends in their individual insurance market relative to
states that restricted or prohibited STLDI from 2018 to 2020. Affordable Care Act (ACA) plan
enrollment, insurer participation, and premium trends were all better in STLDI favorable
states. This paper uses years of additional data to evaluate whether those trends continued.

What We Found

The ACA individual market, regardless of metric, has performed better in states that fully
permit STLDI. Between 2018 and 2023: 1) Exchange enrollment was up 62.7 percent in STLDI
favorable states, more than 13 times greater than the 4.7 percent increase in STLDI
unfavorable states; 2) The number of insurers selling exchange plans in STLDI favorable
states increased 105 percent, more than three times the 31 percent increase in STLDI
unfavorable states; and 3) Exchange plan premiums, particularly for benchmark plans and
gold plans, decreased much more significantly in STLDI favorable states.

Why It Matters

In July, the Biden administration proposed a rule to significantly reduce the allowable STLDI
contract period. The rule would change the allowable initial contract period from 364 days to
three months and would change the total permissible duration of a plan from three years to
four months. If the administration finalizes this rule as proposed, it would create numerous
harms, including reducing coverage options, stripping coverage from people who get sick and
lack access to other plans, and increasing the number of people without health insurance.
This study suggests that the proposed federal STLDI restrictions are more likely to harm,
rather than improve, the ACA market.

Policy Suggestions
This paper provides further evidence that the Biden administration should withdraw its
proposed rule to restrict STLDI. The costs of such restrictions would dwarf any benefits.
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AFFORDABLE CARE ACT AND SHORT-TERM LIMITED-
DURATION INSURANCE

The Affordable Care Act (ACA) introduced significant new federal health insurance
regulations, including requirements for what plans must cover and how products must be
priced. The ACA did not impose any of these regulatory requirements on short-term limited-
duration health insurance (STLDI) products, preserving a long-standing exemption for STLDI
from federal health insurance regulation. Because the ACA caused individual market
premiums to soar, and because this coverage tended to also have high deductibles and narrow
provider networks, many people started to turn to STLDI as an alternative way to be insured.

In the fall of 2016, the Obama administration finalized a rule restricting STLDL.! The rule
changed the long-standing federal rules permitting STLDI plans to last for up to 364 days,
restricting the contract to just 90 days. The rule did not prevent people from renewing their
STLDI plans. As the National Association of Insurance Commissioners (NAIC) wrote in a
comment letter opposing the Obama administration’s proposal, this rule most harmed people
who got sick during the 90-day coverage period. They would not be able to secure other plans
until the next ACA open enrollment period and would likely be left with no coverage options.?
The NAIC predicted that the rule would not improve the ACA markets.

The Trump administration pursued a different health policy approach aimed at maximizing
coverage options for American families. The Trump administration reversed the Obama
administration’s restrictions on the duration of STLDI, restoring the initial contract period to
364 days and permitting renewals for up to three years of coverage by a plan.3 At the time, the
consensus was that the Trump administration rule would make coverage available to people
at half the cost of ACA plans, reduce the number of uninsured by up to 2 million people, and
lead to small selection effects against the ACA that would slightly increase gross premiums
(although not net premiums because of the design of the ACA’'s premium tax credits).*

President Biden gave mixed signals about how he would approach STLDI. During the
presidential campaign, he pledged that he would not take away private coverage from anyone.

1 Internal Revenue Service, Employee Benefits Security Administration, Centers for Medicare and Medicaid Services, “Excepted Benefits;
Lifetime and Annual Limits; and Short-Term, Limited-Duration Insurance,” 81 Fed. Reg. 75316 (Dec. 30, 2016), https://www.federalregister.
gov/documents/2016/10/31/2016-26162/excepted-benefits-lifetime-and-annual-limits-and-short-term-limited-duration-insurance.

2 NAIC and Center for Insurance Policy Research, letter to Internal Revenue Service, August 9, 2016, https://downloads.regulations.gov/
IRS-2016-0021-0146/attachment _1.pdf.

3 Internal Revenue Service, Employee Benefits Security Administration, Centers for Medicare and Medicaid Services, “Short-Term,
Limited-Duration Insurance,” 83 Fed. Reg. 38212 (Oct. 2, 2018), https://www.federalregister.gov/documents/2018/08/03/2018-16568/
short-term-limited-duration-insurance.

4 Chris Pope, “Renewable Term Health Insurance: Better Coverage Than Obamacare,” Manhattan Institute, May 2019, https://media4.
manhattan-institute.org/sites/default/files/R-0519-CP.pdf.
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On July 16, 2020, Biden pledged that if he became president, “If you have private insurance,
you can keep it.”®> However, in a January 2021 executive order, he signaled that he would
restrict STLDI.®

In early 2021, | wanted to test the hypothesis that the expansion of STLDI harmed the ACA
individual market for insurance — a hypothesis that had been raised by numerous policy
experts critical of the Trump administration rule.”

Roughly half of the states permitted STLDI consistent with the Trump framework, and about
half the states placed restrictions on STLDI, including their prohibition. | performed a simple
analysis, comparing enrollment, insurer participation, and premium trends across states. Here
is what | found:

Perhaps surprisingly, it turns out that states that fully permit short-term plans have had a
much more favorable experience in their individual markets since the 2018 rule took effect.
States that permit short-term plans have lost fewer enrollees in the individual market, have
had far more insurers offer coverage in the market, and have had larger premium
reductions since the 2018 rule took effect.?

While there are some people who purchase STLDI instead of ACA individual market plans,
restricting STLDI and making the coverage worse for the sick by reducing the contract period
could worsen the individual market. Moreover, because STLDI plans are an alternative for
some people to ACA coverage, restricting or prohibiting STLDI could reduce competitive
pressure on ACA insurers to offer better plans. Here is what | wrote in the 2021 paper:

The 2018 short-term plan rule may have, in fact, helped improve the individual market. This
could have occurred because short-term plans forced insurers selling ACA-compliant
products to offer more attractive products because of the added competition and because
people with short-term plans who got sick or injured had short-term plans pay their
expenses instead of moving to the individual market to get coverage to pay their expenses.

5 Sen.Joe Biden, “Joe Biden on a ‘public option’ | A Look Back at the AARP/Register Forums (4/17),” DMRegister, July 29, 2019,
YouTube video, https://www.youtube.com/watch?v=yWFKQz1UJ1s.

6  “Executive Order 14009 of January 28, 2021, Federal Register. https://www.federalregister.gov/documents/2021/02/02/2021-02252/
strengthening-medicaid-and-the-affordable-care-act

7  “Bydrawing healthier people away from ACA-qualifying plans, short-term plans make ACA-qualifying coverage less affordable.”
Lawrence Gostin, Timothy Westmoreland, and Gregg Bloche, “Executive Action to Expand Health Services in the Biden Administration,”
Journal of the American Medical Association 325, no. 3 (2021): pp. 217-218, https://jamanetwork.com/journals/jama/fullarticle/2775292.

8 Blase, Brian. “Individual Health Insurance Markets Improving in States that Fully Permit Short-Term Plans” Galen Institute, February 2021.
https://galen.org/assets/Individual-Health-Insurance-Markets-Improving-in-States-that-Fully-Permit-Short-Term-Plans.pdf.
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A separate study by Mark Hall and Michael McCue, which centered on average ACA individual
market risk scores, came to a different conclusion.® A risk score is a government calculation to
measure the relative medical costs expected for enrollees. Hall and McCue assessed risk
score trends between enrollees in states that permitted STLDI and those states with
restrictions on STLDI. According to their calculations, from 2018 to 2020, risk scores declined
by 11.4 percent in STLDI unfavorable states versus 8.3 percent in STLDI favorable states. They
also estimated that enrollment in ACA-compliant plans sold off the exchanges declined 4
percent in STLDI unfavorable states versus a 27 percent decline in STLDI favorable states.

METHODOLOGY

| used data from healthinsurance.org to classify states as favorable and unfavorable states.
STLDI favorable states permit or nearly permit STLDI consistent with the federal rules. There
are two sets of STLDI unfavorable states: (1) states that permit STLDI but restrict it relative to
the federal allowances, most frequently by limiting the contract duration to six months or less;
and (2) states that effectively prohibit STLDI. It turns out there are 29 STLDI favorable states,
eight states that permit but limit STLDI, and 13 states as well as the District of Columbia that
either ban STLDI or make the regulatory climate so difficult that STLDI is not offered.”®

For enrollment, | used KFF’s annual reports at the conclusion of each open enrollment period
that shows the number of people by state who selected coverage through the exchanges."
For premiums, | used KFF’s annual reports containing premium information and insurer
participation in the exchanges by state.’? In addition to KFF data, | used Mark Farrah
Associates (MFA) data to estimate off-exchange individual market enrollment by state.’
MFA's data matches Kaiser’s data for on-exchange individual market enrollment and

9 Mark A. Hall and Michael J. McCue, “Short-Term Health Insurance and the ACA Market,” Commonwealth Fund, March 16, 2022, https://
www.commonwealthfund.org/blog/2022/short-term-health-insurance-and-aca-market.

10 The 29 STLDI favorable states are Alabama, Alaska, Arkansas, Arizona, Florida, Georgia, Idaho, Indiana, lowa, Kansas, Kentucky, Louisiana,
Mississippi, Missouri, Montana, Nebraska, North Carolina, North Dakota, Ohio, Oklahoma, Pennsylvania, South Carolina, South Dakota,
Tennessee, Texas, Utah, West Virginia, Wisconsin, and Wyoming. The eight states that permit STLDI with more restrictions are Delaware,
Illinois, Maryland, Michigan, Nevada, New Hampshire, Oregon, and Virgina. Thirteen states plus the District of Columbia either ban STLDI
or make the regulatory climate so difficult that no STLDI is sold there: California, Colorado, Connecticut, Hawaii, Maine, Massachusetts,
Minnesota, New Jersey, New Mexico, New York, Rhode Island, Vermont, and Washington State.

11 KFF, “Marketplace Enrollment, 2014-2020,” https://www.kff.org/health-reform/state-indicator/market-place-enrollment/.

12 Daniel McDermott et al., “2021 Premium Changes on ACA Exchanges and the Impact of COVID-19 on Rates,” KFF, October 19, 2020, https://
www.kff.org/private-insurance/issue-brief/2021-premium-changes-on-aca-exchanges-and-the-impact-of-covid-19-on-rates/; Daniel
McDermott and Cynthia Cox, “Insurer Participation on the ACA Marketplaces, 2014-2021,” KFF, November 23, 2020, https://www.kff.org/
private-insurance/issue-brief/insurer-participation-on-the-aca-marketplaces-2014-2021/.

13 For this assessment, MFA applied the assumption that the difference between total individual enrollment reported by carriers and
on-exchange, Marketplace enrollment reported in the Centers for Medicare and Medicaid Services’ Open Enrollment Period public use
files is a reasonable representation of off-exchange membership. See MFA, “A Brief Analysis of the Individual Health Insurance Market,”
August 6, 2018, http://www.markfarrah.com/mfa-briefs/a-brief-analysis-of-the-individual-health-insurance-market/.
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represents enrollment at the end of the first quarter of each calendar year.'* Off-exchange
individual market enrollment includes grandfathered plans'® and grandmothered plans,'®
although there is significant attrition in enrollment in these products over time.

A Democratic House Energy and Commerce Committee report released in 2020 estimated
that upwards of 3 million people had STLDI plans at some pointin 2019."” The committee
estimated this through a data collection from insurers. Unfortunately, there is not a reliable
way to regularly estimate STLDI enrollment, and enrollment for STLDI has generally been
unreliable and underestimated.’®

| accounted for states that expanded Medicaid between January 1, 2019, and January 1,
2023: Idaho, Maine, Missouri, Nebraska, Oklahoma, Utah, and Virginia. According to the
design of the ACA, individuals with incomes between 100 and 138 percent of the federal
poverty level would lose eligibility for premium tax credits to purchase coverage through
the exchanges when gaining Medicaid eligibility. Thus, states that expanded Medicaid
would lose enrollment in the exchanges, all else being equal, as individuals migrate from the
exchanges to Medicaid.

| also checked enrollment trends using the Unified Rate Review (URR) data, as this was the
source of the Hall and McCue analysis. Health insurers must submit a rate filing justification
for each ACA plan they sell in the individual market. These filings facilitate a regulatory
review for premium increases that meet or exceed the threshold specified in federal
regulation.”® This data is publicly available for researchers to use.?° The URR data includes
only ACA-compliant plans as well as grandparent plans.

14 MFA “applied enrollment figures for select carriers not required to report health enrollment on a quarterly basis and made other
adjustments based on market analysis. Furthermore, individual enrollment includes short term plan enrollees and may include Medicaid
programs, such as CHIP, as some states include subsidized lines in the individual segment. These factors may have resulted in moderate
understatement or overstatement of enrollment.” See MFA, “Current Trends in Individual Segment Enrollment,” August 20, 2019, https://
www.markfarrah.com/mfa-briefs/current-trends-in-individual-segment-enrollment/.

15 Grandfathered plans are health plans that were in effect when the ACA was passed on March 23, 2010, and are exempt from certain
provisions of the law.

16 Grandmothered plans are policies purchased between the 2010 passage of the ACA and 2014 and are neither ACA-compliant nor
grandfathered plans but remain on the market in accordance with a policy first announced in the fall of 2013 that permits renewals
of such plans.

17 U.S.House of Representatives, Committee on Energy and Commerce, Subcommittee on Health, Subcommittee on Oversight and
Investigations, “Shortchanged: How the Trump Administration’s Expansion of Junk Short-Term Health Insurance Plans Is Putting
Americans at Risk,” June 2020, https://drive.google.com/file/d/1uiL3BiOXVOmYnxpyalMeg_Q-BJaURX X3/view.

18 Many people purchase STLDI through associations, and these associations often do not report enrollment information to the state
insurance commissioners’ offices.

19 45 C.F.R.154.200.

20 Yearly filings are available for download at https://www.cms.gov/CCIIO/Resources/Data-Resources/ratereview. Hall and McCue’s analysis
used filings from 2018 and 2020.
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& Table 1: Individual Market Enrollment, by State STLDI Approach

State Grouping % Change

STLDI Favorable States 9.22m 11.10m 20.3%
Exchange 7.07m 9.59m 35.7%
Off-exchange 2.20m 1.52m -31.2%

STLDI Unfavorable States 6.53m 6.30m -3.6%
Exchange 4.68m 4.92m 5.1%
Off-exchange 1.90m 1.38m -271%

NOTE: The exchange enrollment fi gures are the numbers reported by the Centers for Medicare and Medicaid Services as the number of sign-ups at the end of open
enrollment. The total enrollment fi gures represent the total individual enrollment reported by carriers to state insurance regulators as compiled by Mark Farrah Associates
(MFA). The off-exchange row is the individual market enrollment minus exchange enrollment. For three states —Maine, Missouri, and Virginia— MFA reported negative

off exchange enrollment in 2018, and these states were excluded from the 2018-2022 data for off-exchange enrollment, as negative enrollment is impossible. Six states
were excluded for off-exchange enrollment for the year 2022 (Alaska, Indiana, Missouri, New Mexico, North Dakota, and South Dakota). All states were included for on-
exchange enrollment and total individual market enrollment. For this reason, the total individual market enrollment is not the sum of the exchange and off-exchange
enrollment numbers. There were 29 states categorized as STLDI favorable states and 22 states (including the District of Columbia) categorized as STLDI unfavorable
states. Enrollment is reported in millions, denoted by an m.

RESULTS

Enrollment

As shown in Table 1, between 2018 and 2022, individual market enrollment substantially
increased in STLDI favorable states (up 20.3 percent) while slightly decreasing in STLDI
unfavorable states (down 3.6 percent). Exchange enrollment increased substantially from
2018 to 2023 (exchange enrollment is available through 2023), driven by the enhanced ACA
premium tax credits. However, the percentage increase in STLDI favorable states was 62.7
percent, more than 13 times greater than the percentage increase in STLDI unfavorable states
(4.7 percent).

According to the MFA estimates, off-exchange enrollment dropped by similar percentages in
both STLDI favorable and STLDI unfavorable states. The drop was expected, as off-exchange
enrollment includes people enrolled in grandfathered and grandmothered plans, and over
time people transition off this coverage, and new people are not able to enroll. Plus, the
expanded subsidies make it more likely that middle-income and upper-middle-income
households buy in the exchanges, as the subsidies are only available there.

As discussed below, state off-exchange enrollment are estimates. MFA estimates off-
exchange enrollment by taking the difference between total individual enrollment reported
by carriers and exchange enrollment reported in open enrollment period files from the
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) Table 2: Individual Market Enrollment, by State STLDI
Approach Excluding States That Expanded Medicaid After 2018

State Grouping % Change

STLDI Favorable States 8.47m 10.30m 21.7%
Exchange 6.42m 8.87m 38.2%
Off-exchange 2.05m 1.46m -28.9%

STLDI Unfavorable States 6.46m 6.23m -3.6%
Exchange 4.61m 4.86m 5.4%
Off-exchange 1.90m 1.38m -27.4%

NOTE: See note below Table 1. This table excludes the states that expanded Medicaid between January 1, 2019, and January 1, 2023: Idaho, Maine, Missouri, Nebraska,
Oklahoma, Utah, and Virginia. According to the design of the ACA, individuals with incomes between 100 and 138 percent of the federal poverty level would lose eligibility
for premium tax credits to purchase coverage through the exchange by gaining Medicaid eligibility.

Centers for Medicare and Medicaid Services as of the end of the first quarter of the calendar
year. In both years, this calculation caused a few of the MFA estimates of off-exchange
enrollment to be negative, and these were excluded from my analysis.

The appendix contains figures that correspond to the tables. The figures show the trends over
time across the three categories of states: (1) STLDI favorable states, (2) states that restrict
but permit STLDI (in most cases using a six-month initial term), and (3) states where STLDI is
not sold by an insurer.

Table 2 shows the results, excluding states that expanded Medicaid during this period.
Excluding these states does not significantly change the results, particularly because most of
the states that expanded Medicaid during this period were relatively low population states.
Overall individual market enrollment was up 21.7 percent in STLDI favorable states and down
3.6 percent in STLDI unfavorable states. As the table shows, this difference was driven by
exchange enrollment, as the decline in off-exchange enrollment was similar in both
categories of states.

Finally, | checked the URR data, which was utilized by Hall and McCue. Starting in 2020, URR
began releasing point-in-time enrollment numbers. There is a lot of variability in these
numbers from year to year, but they do show that off-exchange enrollment more than doubled
in STLDI favorable states from 2020 to 2023 while declining by 40 percent in STLDI
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unfavorable states.?! These results cut against the findings of the Hall and McCue analysis
and suggest that their conclusions are unreliable. Prior to 2020, point-in-time enrollment
count was not part of the URR.

Hall and McCue relied on member month numbers.?? Using this latter methodology confirms
greater attrition in the off-exchange individual market from 2018 to 2020 in STLDI favorable
states. Using data from 2018 to 2023, however, reverses the trend Hall and McCue found from
2018 to 2020 and shows much better off-exchange enrollment trends in STLDI favorable
states since 2018. Additionally, the trend that Hall and McCue found is not consistent with

the MFA data.

Enrollment in the off-exchange individual market shows more variability, so making
judgments about these enrollment patterns should be discounted. Off-exchange enrollment is
subject to how insurers report information to states. Off-exchange enrollment can include
ACA-compliant plans, grandfathered plans, grandmothered plans, STLDI, and health sharing
ministry plans, among others. However, the exchange enrollment data is reliable. And that
data clearly demonstrates that favorable state regulation toward STLDI does not harm
exchange enrollment and, if anything, boosts it.

Insurer Participation

Another metric to measure the health of the individual market is the number of health insurers
offering plans. Before the ACA's rules took effect, there were 395 individual market insurers
across the states.?3 In 2014, that number dropped to 252, and it continued to decline through
2018 when it reached 181 insurers.2* However, since 2018, insurers have figured out how to
make profits in the individual market — aided by expanded government subsidies. This came
despite the elimination of the individual mandate tax penalty and the expansion of STLDI.

If the skeptics of STLDI were correct, we would expect fewer insurers to enter the exchanges
in STLDI favorable states than in unfavorable states. However, the opposite happened. As
Table 3 shows, the number of insurers offering ACA exchange plans more than doubled
between 2018 and 2023 in STLDI favorable states, a percentage increase more than three
times greater than the growth in the number of insurers offering exchange plans in STLDI
unfavorable states.

21 From 2020 to 2023, off-exchange enrollment went from 549,909 people to 1,112,878 people in STLDI favorable states and from 1,384,012
people to 821,257 people in STLDI unfavorable states. Insurers submit this current enrollment variable at different times, and there is not
a uniform submission date, which could contribute to variation.

22 Member month is calculated by multiplying the total number of individuals enrolled in a plan by the number of months in the policy.

23 Edmund Haislmaier, “Obamacare Exchanges: Stable for 2023, But with an Uncertain Future,” Heritage Foundation, February 13, 2023,
https://www.heritage.org/health-care-reform/report/obamacare-exchanges-stable-2023-uncertain-future.

24 Haislmaier, “Obamacare Exchanges.”
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B Table 3: Number of Insurers Offering ACA
Exchange Coverage, by State STLDI Approach

State Grouping % Change
STLDI Favorable States 86 176 104.7%
STLDI Unfavorable States 95 124 30.5%

SOURCE: Daniel McDermott and Cynthia Cox, “Insurer Participation on the ACA Marketplaces, 2014-2021,” KFF, November
23, 2020, https://www.kff.org/private-insurance/issue-brief/insurer-participation-on-the-aca-marketplaces-2014; Edmund
Haislmaier, “Obamacare Exchanges: Stable for 2023, but with an Uncertain Future,” Heritage Foundation, February 13, 2023,
https://www.heritage.org/health-care-reform/report/obamacare-exchanges-stable-2023-uncertain-future.

Premiums

From 2018 to 2023, premiums for exchange plans generally declined. However, the premium
declines were more significant across the board in STLDI favorable states.

Tables 4-8 show the trends in exchange plan premiums based on state regulatory approaches
to STLDI. The premiums are averages that are weighted using exchange plan enrollment
across the states in those categories.

Table 4 shows the trends in the lowest-cost bronze plans from 2018 to 2020 and from 2018 to
2023 between STLDI favorable states and STLDI unfavorable states. From 2018 to 2020,
premiums declined in STLDI favorable states by about 5 percent and remained roughly the
same in STLDI unfavorable states. By 2023 the better premium trend continued in STLDI
favorable states. However, premiums increased by about 6 percent in STLDI unfavorable
states from 2018 to 2023.

Table 5 shows the trends in the lowest-cost silver plans between STLDI favorable states and
STLDI unfavorable states. From 2018 to 2020, premiums declined in both state categories by
about 4 percent and 2 percent, respectively. From 2018 to 2023, the respective premium
declines were 3 percent and 1 percent, again slightly more favorable trends in STLDI
favorable states.

Table 6 shows the trends in the benchmark plans between STLDI favorable states and STLDI
unfavorable states. The benchmark plan premium is important because it determines the
amount of the premium tax credit, or the per enrollee cost that taxpayers bear to finance the
subsidies. In states that restrict STLDI, benchmark premiums declined by about 2 percent
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. % Change % Change
DE TN (2018-2020) (2018-2023)
STLDI Favorable States $357 $340 -4.6% $346 -3.0%
STLDI Unfavorable States $316 $317 0.1% $334 5.6%
SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,”
https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/.
NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year.
[\ B Table 5: Average Lowest-Cost Silver Plan

Premium, by State STLDI Approach

. % Change % Change
SED (2018-2020) (2018-2023)
STLDI Favorable States $480 $461 -4.0% S464 -3.4%
STLDI Unfavorable States S419 $410 -2.0% $416 -0.7%

SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,”
https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/.

NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year.

< Table 6: Average Benchmark Plan
Premium, by State STLDI Approach

. % Change % Change
SEL TS (2018-2020) (2018-2023)
STLDI Favorable States $508 $481 -5.3% $469 T7%
STLDI Unfavorable States $439 $432 1.7% $431 -1.8%
SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,”
https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/.
NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year.
[\ D) Table 7: Average Lowest-Cost Gold Plan

Premium, by State STLDI Approach

. % Change % Change
0 EEEn (2018-2020) (2018-2023)
STLDI Favorable States $550 $520 -5.6% $471 14.5%
STLDI Unfavorable States $488 $470 -3.8% S471 -3.6%

SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,”
https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/.

NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year.
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) B Table 8: Premium Changes from 2018-2023,
by State STLDI Approach

State Grouping Average Lowest- Average L.owest- Average Average Lowest-
Cost Bronze Cost Silver Benchmark Cost Gold

STLDI Favorable States -3.0% -3.4% -17% -14.5%

STLDI Unfavorable States 5.6% -0.7% -1.8% -3.6%

Bans STLDI 14.6% 5.8% 4.8% 5.7%

SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,”
https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/.

NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year.

from 2018 to 2020 compared to a larger 5 percent decline in STLDI favorable states.
Benchmark plan premiums continued to decline in STLDI favorable states through 2023
relative to STLDI unfavorable states. Thus, this evidence suggests that more favorable STLDI
rules do not increase the fiscal cost of the ACA by raising the benchmark premium.

Table 7 shows the trends in the lowest-cost gold plans between STLDI favorable states and
STLDI unfavorable states. From 2018 to 2020, premiums declined in STLDI favorable states by
about 6 percent and STLDI unfavorable states by about 4 percent. However, by 2023, a much
more favorable premium trend appeared in STLDI favorable states —a 15 percent reduction in
gold plan premiums versus a much smaller decline (4 percent) in STLDI unfavorable states. If
adverse selection were happening in STLDI favorable states, it would almost certainly involve
gold plan premium increases, as people with greater need of medical services tend to
purchase coverage with lower amounts of cost-sharing. As there are much larger gold plan
premium declines in STLDI favorable states, there is no evidence of adverse selectionin

these states.

As Figures 4-7 in the appendix show, the exchange plan premium trends in states that restrict
but permit STLDI were much more favorable from 2018 to 2023 than the trends in states
where STLDI is not sold. Table 8 puts all the premium information together, showing the
change in exchange premiums from 2018 to 2023 based on state approaches to STLDI. In
every category, the best premium trends (premium reductions) were in STLDI favorable
states, while the worst trends (premium increases) were in states where STLDI is not sold.
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Impact of 1332 Waivers

In 2018 and 2019, the Department of Health and Human Services approved nine state
applications for 1332 reinsurance waivers. Section 1332 of the ACA permits states to request
that the government waive certain provisions of the ACA for those states. Using these waivers,
states contribute funds for reinsurance programs, through which insurers receive government
support to cover a large share of the costs of people who incurred significant claims during a
year. These states received federal funds back, generally around 60 percent of the amount that
they put up, as the program lowered premiums and premium tax credits as a result. Of the nine
states, three —Montana, North Dakota, and Wisconsin —are STLDI favorable and six — Colorado,
Delaware, Maryland, Maine, New Jersey, and Rhode Island —are STLDI unfavorable.

Excluding the 1332 states did not meaningfully change the results: Enrollment, insurer
participation, and premium trends were all much better in STLDI favorable states thanin
STLDI unfavorable states. Waiver states did have the least attrition in their off-exchange
markets and excluding 1332 states resulted in the STLDI unfavorable states having slightly
more attrition in the off-exchange market than the STLDI favorable states. The number of
insurers entering the exchanges in 1332 waiver states was relatively low, but the premium
reductions from 2018 to 2023 were much more pronounced in the 1332 waiver states.

CONCLUSION

Federal regulators have paid significant attention to STLDI over the past several years, with
the Obama administration tightening federal rules, the Trump administration liberalizing
federal rules, and the Biden administration now proposing to tighten them even further than
the Obama administration did. The costs of additional restrictions are clear: People have
fewer health insurance options, the options eliminated tend to be low cost, people who get
sick during their coverage periods will lose that coverage earlier and lose access to any
coverage for up to a year, and the number of people without health insurance will increase.
The purported benefits are that people will no longer be led to purchase non-ACA-compliant
plans when ACA-compliant plans would be best for them and that the ACA markets will
improve by restricting alternative options for healthy people.

There is no evidence that the ACA market would be better off from restricting insurers’ ability
to sell STLDI plans that last up to a year. This study found that enrollment, insurer
participation, and premium trends were all much more favorable after 2018 in states that fully
permitted STLDI relative to states that restricted STLDI. The trends in the ACA market were
the worst in states where people did not have the ability to purchase STLDI. In fact, this
evidence suggests that states that restrict STLDI harm their ACA individual markets. This
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could happen for a few reasons, including that such restrictions cause overall competition in
the state insurance market to decline, leaving less attractive plans, and because longer-term
STLDI means that people who develop expensive conditions stay out of the ACA

markets for longer.

Overall, this analysis strongly suggests that the intended beneficial effects the Biden
administration anticipates from its proposed STLDI restrictions will not materialize. The costs
of these restrictions will almost certainly dwarf any benefits. The Biden administration should
withdraw its proposal.
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APPENDIX

@ Figure 1: Individual Market Enrollment,
by State STLDI Approach
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Enrollment in Millions

2016 2017 2018 2019 2020 2021 2022
Year

STLDI Favorable States Bans STLDI Limits STLDI

NOTE: The exchange enrollment figures are the numbers reported by the Centers for Medicare and Medicaid Services as the number of sign-ups at the end of open enrollment. The
total enrollment figures represent the total individual enrollment reported by carriers to state insurance regulators as compiled by Mark Farrah Associates (MFA). The off-exchange row
is the individual market enrollment minus exchange enrollment. For three states —Maine, Missouri, and Virginia—MFA reported negative off-exchange enrollment in 2018, and these
states were excluded from the 2018-2022 data for off-exchange enrollment, as negative enrollment is impossible. Six states were excluded for off-exchange enrollment for the year
2022 (Alaska, Indiana, Missouri, New Mexico, North Dakota, and South Dakota). All states were included for on-exchange enrollment and total individual market enrollment. For this
reason, the total individual market enrollment is not the sum of the exchange and off-exchange enrollment numbers. There were 29 states categorized as STLDI favorable states and
22 states (including the District of Columbia) categorized as STLDI unfavorable states.
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@ Figure 2: Individual Market Enrollment,
by State STLDI Approach
Excluding States That Expanded Medicaid After 2018

Enrollment in Millions

2016 2017 2018 2019 2020 2021 2022

Year

STLDI Favorable States Bans STLDI Limits STLDI

NOTE: See note below Table 1. This figure excludes the states that expanded Medicaid between January 1, 2019, and January 1, 2023: Idaho, Maine, Missouri, Nebraska, Oklahoma,
Utah, and Virginia. According to the design of the ACA, individuals with incomes between 100 and 138 percent of the federal poverty level would lose eligibility for premium tax
credits to purchase coverage through the exchange by gaining Medicaid eligibility.

@ Figure 3: Number of Insurers Offering ACA Exchange
Coverage, by State STLDI Approach
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SOURCE: Daniel McDermott and Cynthia Cox, “Insurer Participation on the ACA Marketplaces, 2014-2021,”
KFF, November 23, 2020, https://www.kff.org/private-insurance/issue-brief/insurer-participation-on-the-aca-marketplaces-2014; Edmund Haislmaier, “Obamacare Exchanges: Stable for
2023, but with an Uncertain Future,” Heritage Foundation, February 13, 2023, https://www.heritage.org/health-care-reform/report/obamacare-exchanges-stable-2023-uncertain-future.

STLDI unfavorable states includes both those states that permit but limit short-term plans relative to federal rules (“Limits STLDI") and states where STLDI cannot be purchased (“Bans
STLDI").
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Figure 4: Average Lowest-Cost Bronze Plan Premium,
by State STLDI Approach
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SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,” https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-
metal-tier/. NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year. STLDI unfavorable states includes both
those states that permit but limit short-term plans relative to federal rules (“Limits STLDI") and states where STLDI cannot be purchased (“Bans STLDI").

@ Figure 5: Average Lowest-Cost Silver Plan Premium,
by State STLDI Approach
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SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,” https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-
metal-tier/. NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year. STLDI unfavorable states includes both
those states that permit but limit short-term plans relative to federal rules (“Limits STLDI") and states where STLDI cannot be purchased (“Bans STLDI").
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@ Figure 6: Average Benchmark Plan Premium,
by State STLDI Approach
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SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023," https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-
metal-tier/. NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year. STLDI unfavorable states includes both
those states that permit but limit short-term plans relative to federal rules (“Limits STLDI") and states where STLDI cannot be purchased (“Bans STLDI")

@ Figure 7: Average Lowest-Cost Gold Plan Premium,
by State STLDI Approach
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SOURCE: KFF, “Average Marketplace Premiums by Metal Tier, 2018-2023,” https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-
metal-tier/. NOTE: These are weighted averages by exchange enrollment at the end of the first quarter of each calendar year. STLDI unfavorable states includes both
those states that permit but limit short-term plans relative to federal rules (“Limits STLDI") and states where STLDI cannot be purchased (“Bans STLDI").
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