HIGH-DEDUCTIBLE HEALTH INSURANCE IN KENTUCKY

Since implementation of the Affordable Care Act (ACA), there
are 8.5 million fewer people without health insurance in the
U.S., including approximately 250,000 people in Kentucky.'
The ACA was designed to improve access to health care and
reduce the financial risk to individuals who need health care.
The law also was expected to reduce the financial burden on
health care providers by reducing the uncompensated care
they provide to the uninsured. Despite significant gains in
coverage, concerns remain around the affordability of health
care, especially for individuals enrolled in plans with high
deductibles. Research has indicated that high deductibles may
act as a barrier to accessing needed care and expose people
to increased financial burdens. This brief examines issues
related to deductibles, including a summary of research on
the potential effects of high-deductible plans, and the size
and prevalence of deductibles in Kentucky.

Deductibles

A health insurance deductible is the amount of money an
individual or family must pay before their health insurance
begins paying toward their health care bills. Because deduct-
ibles reduce the costs paid out by health insurance, larger
deductibles can be used to reduce premium costs. As an
example, the Commonwealth of Kentucky offers employees
a high-deductible plan, $1,750 single/ $3,500 family, with
lower monthly premiums ($13 single/ $300 family); and a
lower-deductible plan, $750 single/ $1,500 family, with higher
premiums ($48 single/ $338 family).?

The Internal Revenue Service sets yearly definitions of “high-
deductible health plans” for tax purposes. For 2016, deducti-
bles of at least $1,300 for single and $2,600 for family coverage
are considered high-deductible plans. Because research related
to high deductibles is not limited to the IRS definition, this brief
examines the issue of high deductibles more generally.

Research on high deductibles

A commonly cited goal of high deductibles is to make con-
sumers more cost-conscious by requiring them to pay
more upfront for the services they use.* Some research has
corroborated this idea, finding that people in plans with high
deductibles and other forms of cost-sharing use less health
care, which is linked to reduced overall spending.**¢ Studies
also have found that deductibles and other cost-sharing are
linked to reduced use of health care services broadly, including
the use of preventive care designed to keep people healthy
and reduce long-term costs.*>”® As an example, a study of
employer-sponsored insurance found that high-deductible
plans were linked to 14% lower overall spending on health
care but also decreases in preventive care (e.g. childhood
immunizations, and breast, cervical and colorectal cancer
screenings), despite these services being covered at no cost for
most of the plans.® Even though high deductibles may reduce
overall health care spending, research finds that because

people with high deductibles are responsible for greater up-
front costs when using care, they are at increased risk of financial
burden, such as difficulty paying medical bills, compared to
those with lower deductibles—especially for people with
lower incomes and chronic conditions.>'®"" For example, a
study of families with chronic conditions found they were
significantly more likely to report financial burden if they had
a high-deductible plan.” Another study of families enrolled in
high-deductible plans found that lower-income families were
significantly more likely than higher-income families to report
delaying or avoiding health care due to cost."

High-deductible health plans in Kentucky

This brief examines deductibles in kynect, the Common-
wealth’s health insurance marketplace, and employer-
sponsored insurance (ESI) in Kentucky. While kynect offers
both higher and lower deductible plans, most enrollees tend
to buy those with higher deductibles. For example, 60% of
kynect enrollees selected Silver plans for 2016, which have
median deductibles of $3,500 for single and $7,000 for family
coverage. However, with less than 100,000 enrollees for 2016,
kynect is much smaller than Kentucky’s ESI market of more
than 2.4 million. Deductibles in ESI tend to be lower than
those in kynect, but they have been growing. Average ESI
deductibles in Kentucky doubled between 2006-2014, and
more than one-third of Kentucky workers were enrolled in
high-deductible plans by 2014.

kynect

Health insurance sold through kynect and other marketplaces
is classified by metal level (Bronze, Silver, Gold and Platinum),
which corresponds to each plan’s actuarial value.”> A review
of plan offerings in kynect found that Bronze and Silver
plans typically have higher deductibles than Gold plans. In
2016, Bronze plans offered through kynect had a median
deductible of $6,000 for single coverage, Silver plans had a
median deductible of $3,500, and Gold plans had a median
deductible of $1,000."*'* A lower deductible, such as in Gold
plans, typically is associated with larger monthly premiums.
Enrollment data from kynect show that in 2016, 87% of
enrollees selected either Bronze or Silver plans, which means
most enrollees are choosing plans that tend to have higher
deductibles. Although, it is important to consider that
kynect’s approximately 94,000 enrollees for 2016 represents
only 2% of Kentucky’s 4.4 million population, so the impact of
high deductibles in kynect is likely smaller than in Kentucky’s
ESI market, which covers more than half of the Common-
wealth’s population.

Employer-sponsored insurance

More than 2.4 million people in Kentucky have health insur-
ance through an employer (56.1% of Kentuckians in 2014). A
majority of these employees with ESI are enrolled in plans
with deductibles. Compared to the U.S., Kentucky had a higher
percentage of workers enrolled in ESI plans with deductibles



in 2006 (90.0% vs. 66.4%)—a statistically significant difference.
Between 2006 and 2014, the percentage of U.S. employees
with deductibles has increased significantly to 83.9%, but
Kentucky’s has remained statistically stable at 90.3%. In 2014,
there was no significant difference in the percentage of
employees with deductibles between the U.S. and Kentucky.

In both Kentucky and the U.S., the size of ESI deductibles has
grown significantly. From 2006 to 2014, average deductibles
more than doubled in Kentucky, to $1,373 for single and $2,738
for family coverage in 2014. The percentage of employees
in Kentucky and the U.S. who have plans considered “high-
deductible” by IRS definitions also has increased significantly
since 2006. In 2014, 38.6% of Kentucky workers were enrolled
in plans with high deductibles, nearly 6 times more than in
2006. This is consistent with other research, which has found
increases in plans with high deductibles since 2003 legislation
provided tax advantages to health savings accounts that are
paired with high deductibles.’®'

Conclusions

In Kentucky and nationally, data suggest that high deductibles
are playing an increasing role in the health insurance landscape.
Similar to the U.S., a majority of kynect enrollees have selected
Bronze and Silver plans, which tend to have higher deductibles.
It will be important to continue to monitor enrollment in plans
with high deductibles and whether this increases over time.

A

While kynect’s health insurance market is important from a
policy perspective, many more Kentuckians are covered by
ESI. For the more than 2.4 million Kentuckians enrolled in ESI,
there are clear trends towards plans with higher deductibles.
While the prevalence of employee enrollment in plans with
deductibles has remained statistically stable in Kentucky since
2006, the size of those deductibles has more than doubled.
As of 2014, more than a third of workers with ESI in Kentucky
were enrolled in plans considered “high-deductible” by IRS
definitions—nearly 6 times higher than in 2006.

In addition to tracking whether enrollment in high-deductible
plans continues to grow in Kentucky, it also will be important
to monitor the impacts of these plans. For example, because
research has found that high deductibles are associated with
reduced use of health care and increased risk of financial
burden, future studies could examine whether Kentuckians
with high deductibles report greater financial barriers to
care and whether hospitals and other providers experience
increased bad debt from insured individuals who are unable
to afford medical bills. Because research suggests that barriers
to care and financial hardship may be more pronounced for
people with lower incomes and chronic conditions, future
studies also could investigate the effects of high deductibles
for these groups in Kentucky.
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AEALTH INSURANCE IN RENTUCKRY: DEDUCHIBLES IN RENTUCRY:
BY COVERAGE TYPE EMPLOYER-SPONSORED INSURANCE
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