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Executive summary

There is a broad agreement that all Americans will probably have to obtain health insur-
ance under a reformed health system. This individual responsibility will make the system
more efficient and help ensure health coverage for all. But implementing this system can
only be done once insurance has been made affordable and accessible, as the Center for

American Progress first wrote in 2005.

This means making insurance as easy as possible to acquire—and maintain. Yet it is often
disenrollment that is automatic in today’s health insurance system, and there are many bar-
riers for those seeking to enroll or stay enrolled in insurance. Indeed, the current system

is far too costly and far too fragmented to truly enable individuals to take responsibility to

purchase insurance—let alone create a culture where coverage is the norm.

For this reason, an individual responsibility for purchasing insurance must be coupled
with shared responsibility—the equal participation of individuals, employers, industry
and government in reforming the system. This would make the requirement to purchase
insurance both a responsibility of individuals to obtain coverage, and a promise to indi-

viduals to create a working health insurance system.

The two most critical steps that the federal government needs to take for individual
responsibility to work are making insurance affordable and making it accessible. This
paper focuses on understanding the changes needed to make the health insurance system
more accessible. The conversation around individual responsibility focuses too often on
the penalties for being uninsured. This focus is misplaced. Individual responsibility is
necessary to maximize enrollment and achieve universal coverage, but a well designed

enrollment system will minimize the need for enforcement.

The vast majority of Americans want health insurance, but the designed system is against

them. Consider, for example, primary school education where enrollment is easy, schools
are accessible, and it is a requirement for parents to ensure that their children attend. Just

as we have a culture of education for children, health reform should seek to create a cul-

ture of coverage, where being insured is the norm for everyone.

An insurance exchange, or gateway, is at the heart of a well-designed system. The exchange
would connect Americans with the health coverage that meets their needs. The exchange
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is an opportunity to remedy the failings of the current, fragmented health care system
while building on what works in today’s system. Reform plans under discussion today
would limit the exchange to individuals and small businesses, while a more robust

exchange would include all Americans.

Two auto-enrollment designs characteristics will ensure that individuals are able to obtain
and keep coverage. First, the exchange must create an open door to health insurance and
provide the government resources to help families obtain coverage. Families should be
able to submit a single application to the exchange and be enrolled in the coverage that
best meets their needs whether that is private coverage, the public plan option, or public
programs such as Medicaid. Second, the exchange must empower families to stay covered,

even through job changes or loss of income.

Policymakers must keep several considerations in mind as they design an exchange to per-
form these functions. Americans must have the option to enroll in a public health insurance
plan. Patient privacy must be strongly protected. And enrollment practices must be seam-
lessly linked with affordability reforms. These characteristics will help create an exchange

system of seamless coverage that over time will develop a culture of coverage for America.
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The current, fractured health
Insurance system

America’s fractured health insurance system is inefficient and emphasizes denial of coverage
and disenrollment over enrollment and stable coverage. Enrollment processes are inefficient,

families seeking coverage encounter problems, and maintaining coverage is difficult.

Enrollment processes are inefficient

Enrolling in insurance comes with multiple administrative barriers, as families often have
to navigate a separate eligibility and application process for each private insurer and public
program. This creates overlap in the administration of insurance enrollment, and burdens

employers, state governments, and families with excessive paperwork.

Individuals and families can get lost navigating the plurality of coverage options, which

are dispersed among many payers—and even among government programs. These frag-
mented eligibility rules require some families to learn to navigate multiple systems at once.
Consider the number of different enrollment processes that exist in the system today, each

with a different set of rules, applications, and administrative support structures:

+ Families access private insurance through brokers on the individual market or employ-

ers on the group market—even then employers themselves work through brokers.

* Seniors access Medicare through the Social Security Administration, although many of
these same enrollees purchase private Medigap coverage through a broker. Accessing
Medicare Advantage and Part D prescription drug plans entails working with private
health plans directly.

+ Families access Medicaid and the Children’s Health Insurance Program (formerly
called the State Children’s Health Insurance Program) primarily through state govern-
ments, with each state using different procedures and rules for outreach and enrollment.
Administrative barriers can include burdensome documentation requirements, manda-
tory face-to-face interviews to assess eligibility, and multiple renewal periods within a
calendar year, which can trigger a new application process each time. States often sim-
plify enrollment procedures when they can, but unravel these simplification strategies to

restrict enrollment—and therefore program spending—when state budgets tighten.
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* Other government programs exist for specific populations, such as Veteran’s Affairs,
TRICARE, and the Indian Health Service. Eligibility and enrollment for these insurance

options follow rules specific to each program.

Families encounter problems seeking coverage

The result of this fragmentation is a broken system where it is much more difficult for
Americans to enroll in some types of coverage than others. For example, the market for
individual or small business coverage is often much more difficult to access than for large
employers. The burden is on individuals to seek out coverage, and every state has different
rules governing who can be denied coverage on the basis of pre-existing conditions, and

how much the costs can vary.

Eighty-nine percent of Americans who consider or attempt purchasing insurance on the
individual market give up without purchasing it.! Public programs with automatic enroll-
ment—such as Medicare Part A—see 99 percent participation from eligible individuals.?
Enrollment is more difficult in other programs such as Medicaid and CHIP, where two-
thirds of uninsured children are eligible for Medicaid or SCHIP but are not enrolled.?

Maintaining coverage is difficult

Maintaining coverage can also be daunting, particularly in public programs, which

can require families to re-enroll multiple times a year. Loss of coverage can come from
one late payment, an 18th birthday, a lost job, and many other common life changes.
Approximately 25-to-45 percent of those who lose health insurance regain it within four
months, but many who lose insurance for short periods of the year also tend to cycle in
and out of coverage.* Even short periods of uninsurance can lead to reduced health status

and put people at risk of incurring medical debt.®
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Reforming the fractured system

Policymakers are currently considering how an exchange system can solve the challenges

of the fragmented health insurance system for just some populations—those seeking cov-
erage on the individual insurance market and small businesses. These populations do face
disproportionately large challenges in obtaining coverage and experience the attendant

higher administrative costs, but everyone can benefit from a less fragmented system.

An even bigger improvement on the current system would be an exchange that provides
an enrollment infrastructure for every type of health insurance—from public coverage
programs such as Medicare and Medicaid to private coverage available to employers,
employees, and individuals. The health system is drowning in paperwork: Employers have
to manage employee coverage systems, individuals struggle to fill out multiple applica-
tions for multiple programs, and state governments try to find the best way to identify and

enroll those eligible for public programs.

There is no reason that every health insurance option should have a separate enrollment
infrastructure. An exchange can offer the wide variety of insurance choices that Americans
need and deserve, but streamline and simplify the enrollment process to create a single
conduit for insurance. A successful exchange system would include:

* Streamlined insurance enrollment: A single point of entry to coverage will ensure that
a family can apply for insurance once and at one location, and be connected with the
coverage options that are best for them—from public programs to private coverage to
premium subsidies. Families will never be turned away from coverage or have to give up

on obtaining coverage because the process is too difficult.

* Mechanisms for maintaining coverage: Life transitions—a new job, a child’s birth, or a
college graduation—should trigger an automatic enrollment within the exchange, which
can work with families to identify the best coverage program for them.® Reaching universal

coverage will require a system where families have to actively opt out of the system.
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Design concept 1
Connecting people to insurance through streamlined enrollment

Health reform is the opportunity to create a streamlined insurance enrollment system

to replace the fragmented entry points that define the current system. The exchange can
serve as the entity responsible for managing enrollment into all types of health insurance.
The exchange will connect families with the type of coverage that works best for them—

whether it is public or private or subsidized.

To create this streamlined enrollment system, the exchange should help consumers find
the right insurance, screen and enroll families in insurance, determine subsidies, enroll

consumers in the community, and protect privacy.

Expand and navigate consumer choice

Health care reform should allow families to keep their insurance if they want to, or have
access to better insurance options through the exchange. This means both making good
health insurance plans available through the exchange and helping consumers make edu-
cated choices. Individuals and families need tools to compare plans and choose the one
that works best for them—whether they are enrolling online, through a broker, or through
community-based partner. It is important for these brokers and partners to be financially

responsible to the individual or the exchange—not insurers.

There are precedents for this approach, but they need improvement. The Federal
Employees Health Benefits Program is the most oft-cited example of a system that helps
individuals understand and access a range of health plans. FEHBP offers a user-friendly

website for federal employees to browse and compare a wide range of public health plans.

But this is not always easy to accomplish. Medicare operates online tools to help seniors
choose Medicare Part D prescription drug plans by comparing the potential costs of their
current medications under each plan. But recent research has shown that most seniors
are not choosing the lowest cost plan available to them.” It’s true that individuals choose
health plans based on more than just cost, but a recent study directed by Karen Pollitz
for the Center for American Progress Action Fund indicates that individuals need clear
information to assist in choosing insurance plans.® That study suggests that the federal
government create “coverage labels” on health insurance plans similar to nutrition labels
on groceries to give consumers a full understanding of what their coverage does or does

not cover, and the associated costs.
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Implement a simple screen and enroll system

Health reform needs a streamlined enrollment process where there is no wrong door to
health insurance. No matter where individuals enter the system, they should be able to fill
out one application—creating efficiency and reducing costs. This application should serve
multiple programs. It should collect all necessary information to enroll the family into pri-
vate coverage operated by the exchange, the public plan option, or any public program or
subsidy for which they are eligible. In addition, if based on this information it appears that
the family could be eligible for other public programs, then the exchange could follow-up
to determine eligibility for those programs, such as Medicaid or the Children’s Health

Insurance Program.

It will be important to ensure that new eligibility determinations for subsidies seamlessly
fit with existing Medicaid and Children’s Health Insurance Program processes. In the
likely case that there is a hardship waiver that will exempt individuals from the individual
responsibility to have health insurance if that coverage is unaffordable, that should also be

determined when an individual first encounters the system.

This idea builds on certain practices in existence today. Under federal law, states use
screen and enroll to expand in the number of people covered by Medicaid and CHIP. For
example, they screen children applying for SCHIP for their eligibility in Medicaid, and
then direct them to the appropriate program.

Some states have developed innovative approaches to this process. For example, local
Children’s Health Initiatives in California provide coverage to children with family
incomes too high to qualify for Medicaid or CHIP, but also actively screen and enroll

children in all three programs according to their eligibility.

Determine subsidy qualification as part of the screening process

Maintaining affordability for all families is important for insurance to have the intended
effect of improving access to care and protecting people from the financial stress of high
medical costs. Individuals should therefore be screened for eligibility for premium subsidies
as they enter the system and as life changes happen. Even if an exchange is not responsible
for administering the subsidies that make coverage affordable, it must facilitate that process

so families can seamlessly enroll in the right coverage with the correct subsidy level.

There should be minimal documentation requirements for individuals, while ensuring
accuracy of the information. The federal Medicaid program allows for extensive docu-
mentation requirements; some states require individuals to go through a process akin
to a mortgage application and demonstrate their level of assets, including the value of
any burial plots they own. This in-depth process is burdensome for both individuals and

the states in question. A better approach is the one used for means-testing in Medicare
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Part B, where the previous year’s income data is accessed to determine subsidies.’ If the

individual believes there is an error, then they have the opportunity to offer documenta-

tion to increase the subsidy.

Support simplified enrollment through community partnerships

Partnerships will be needed with other government agencies and community organiza-

tions to extend outreach efforts and identify those who may benefit from the exchange,

including the uninsured. Outreach that is targeted and conducted by community-based

care managers is particularly effective for underserved populations."

The exchange could help bring individuals and families into the system by providing techni-

cal assistance, leadership, and financial support where appropriate to expand and improve

practices that facilitate enrollment. It can empower community partners to determine eli-

gibility for subsidies and public programs, help educate individuals and families about their

options, and then enroll them in the best option available. States have seen success in such

efforts, including allowing medical providers to make presumptive eligibility determinations
for Medicaid, and asking schools to conduct Medicaid and SCHIP outreach.

Entities that can help promote health insurance enroliment

State health program agencies: States are developing a number of in-
novative auto-enrollment policies, such as express-lane policies that make
children in free school lunch programs presumptively eligible for Medicaid.

Medical providers: The federal government could develop programs to
support in-hospital access to the exchange. Providers and hospitals could
refer or simply enroll into coverage the uninsured who are seeking care.
Providers can help monitor insurance status of patients and refer patients
to the exchange if they report losing, or being at risk of losing, cover-
age. Several states require that newborns only leave the hospital in a car
safety seat. Hospitals could similarly be required to ensure that newborns
leave the hospital only after they have insurance.

Private brokers: Insurance brokers can play an important role in helping
consumers understand their options in the exchange, but the brokers will
need to have financial incentives that drive them to protect individuals’
best interests. Today, insurers are the ones who give brokers incentives,
which put those interests first.™

Employers: Employers could contribute by informing new employees of
their options if employment-sponsored insurance is not available. Em-
ployers also could help build the database of insurance status by report-

ing those currently covered. Employers should continue to help maintain
database accuracy by reporting changes in employee insurance status.

State partners: Individuals should have access to information about their
new health insurance options through the exchange when they visit a
state or local agency. This could be modeled on the successful National
Voter Registration Act, otherwise known as the “Motor Voter” law, which
requires information on voter registration to be available at public as-
sistance agencies.'? Those registering a vehicle or applying for a driver’s
license would be informed of insurance options and possibly given ac-
cess to applications or next steps in the enrollment process.

State institutions: Persons moving out of state institutions could be de-
fault enrolled into health insurance through the exchange. For example,
children moving out of foster care could be enrolled by default into an
exchange or Medicaid as appropriate.

Schools: Schools can ask new students about their insurance status and
refer the uninsured to the exchange. Schools can verify on an ongoing
basis the insurance status of each enrolled child each semester, or upon
reenrollment. Insurance status could also be verified as children apply for
the school lunch program.



Use health IT for enrollment while protecting privacy

There is currently no national data that automatically identifies individuals and families
in the United States by insurance status. Records on the health insurance status of the
insured are as scattered and varied as payers in the United States—and there is not even a

record of the uninsured.

Moving toward auto-enrollment and seamless coverage will require a sea change in the

use of health insurance information. The exchange should develop a data exchange system
with health insurers in order to understand who is enrolled in insurance. Personal, medical,
and insurance information must be protected, while allowing the exchange to assist in

tracking insurance status and helping families maintain seamless enrollment.

The exchange may also need to be able to share data with the Internal Revenue Service in
real time to determine eligibility for public programs and subsidies. Some strategies for
protecting privacy include investing resources in maintaining the high level of privacy that
individuals and families deserve, as well as using the minimum data necessary to perform
the tasks of the exchange. The current paper-based system creates a false sense of security,
and attention will be needed to convince the public that an electronic tracking system is

both safer and more efficient even as protections are put in place.

There are a number of national databases containing confidential personal information
that can serve as models for how to protect privacy while using date efficiently to adminis-
ter public programs and private services for consumers. This includes existing systems for
credit reporting, SSA’s State Data Exchange file, state Medicaid files, Medicare enrollment
data, and the IRS. Policymakers could create a powerful tool for tracking insurance status

and assisting with enrollment by combining these different sources of information.

Design concept 2
Empowering people to keep the coverage that is best for them

Enrolling a family in health insurance is only one step. Today’s system generally places the
burden on the individual to identify the appropriate next steps and to complete forms and
paperwork when changing from one insurance plan to another, or from one type of coverage
to another—for example, moving from an employer plan to an individual policy, or from an
employer plan as an active worker to employer-based coverage as a COBRA enrollee. Health
reform needs to find a means of keeping people enrolled, and supporting them in continu-
ing to meet their responsibility for having health coverage. The exchange should take several
actions to achieve this goal, including proactively assisting families, allowing automated pay-

ments, providing bridge assistance, and allowing families to opt out of coverage.
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Provide proactive assistance

Individuals should only be able to exit their current coverage if proof of new insurance

is provided under a system of individual responsibility. Insurance companies could be
required to provide regular updates of insurance and premium payment status that could
trigger a real-time response from the exchange to keep people in coverage. If an insurance
company reports that an individual may be about to change insurance status, the exchange
can step in order to help the individual or family find new insurance options. If an indi-
vidual’s circumstances have changed because of a job loss or other major life change, the
exchange will help them find the appropriate public program or subsidy. The goal would
be for individuals and families to never experience a disruption in coverage, even as they

change jobs, move in or out of public coverage, or purchase policies on their own.

Health insurance experts should look to auto insurance for the best example of this

work. Many states already proactively track auto insurance requirements to help people
stay insured. California, for example, passed a law in 2006 requiring insurers to send the
Department of Motor Vehicles electronic lists of the insured so that the state knows who
has enrolled or disenrolled from insurance within 30-to-45 days. Two-thirds of car owners
in the state were able to come into compliance with the law after the state sent warning
notices during the first five months of the program.'® Georgia has also had success with
this effort, and in less than two years reduced the rate of uninsurance among drivers from

20 percent to 2 percent.'

Enable automated payments

Payment automation is an obvious means of helping families maintain insurance.
Individual health insurance plans could be required to offer automated payment as a con-
dition of participating in the system. Or, the exchange or IRS could operate an automated
payment system to collect premiums from individuals and families and channel them to
insurance companies. Families could choose to pay premiums through automatic deduc-
tions from their bank accounts or recurring credit card charges, or even have premiums
deducted from their paychecks. The exchange could also help ease the current health

insurance administrative burden on employers by managing those premium payments.

Just some public coverage programs currently use automated payment systems; this practice
should become the norm. For example, Medicare Part D allows enrollees to pay by bank
account deductions or credit card payments in addition to Social Security payment deduc-
tions. But the Health Coverage Tax Credit program for displaced workers uses cumbersome
payment procedures that limit enrollment.” Enrollees and the government share premium
costs in this program, but individuals must send a check and their insurance premium bill

to the IRS each and every month, and must do so in a timely manner in order for the IRS

to forward the complete premium payment onto the insurance company. This and other

administrative complexities have led to lower than expected enrollment in the program.
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Assist in bridging coverage gaps

Individuals and families in the current health care system are constantly moving in and out
of health insurance, as well as between health plans. This means that the number of people
who experience even a brief period of uninsurance at some point over the course of a year
is much higher than the total number of uninsured reported by government statisticians.
Even brief periods of uninsurance have been correlated with reduced quality of care and

increased financial stress.!®

The fundamental purpose of a system of individual responsibility is to ensure that an indi-
vidual has insurance. Policymakers should consider assisting families by paying missed
premiums or guaranteeing premium payments to insurance companies to ensure continu-
ity of coverage. This is a logical way for the exchange to ensure that every family maintains
coverage. Individuals and families could be required to pay back premiums for the period
covered or guaranteed by the exchange. If there is not individual responsibility, only fami-

lies that actively choose to reenroll in insurance could be held liable for back premiums.

Offer opt-out and waiver provisions

The emphasis on auto-enrollment in the new system will make it important for people
who don’t want health insurance to have a way to opt out. Some may wish to opt-out on
the basis of their religious beliefs, for example. Setting a periodicity for enrollment would
be one approach, so families opting out could be re-enrolled only once every six months

or 12 months.

Likewise, if there is an individual responsibility for coverage, those who are unable to
afford coverage even in the reformed system should be allowed to “waive” out of coverage.
This essentially means one thing: low- and moderate-income families will be more likely
to remain uninsured post-reform. Yet by facilitating enrollment and making subsidies east
to obtain, an effective global door will minimize the need for such waivers, thereby making

insurance widely available.
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Conclusion

Moving to a culture of seamless coverage

Reaching universal coverage will require the United States to create a “culture of coverage,”
where everyone has both the opportunity and responsibility to have health coverage. This
will require a shift in cultural norms, but such a shift is not without precedent.

The United States already has a system where most parents voluntarily send their children
to school, but that was not always the case. Creating a system in which everyone has
access to affordable insurance through auto-enrollment in an exchange can help drive this
cultural change. Specifically, health reform should build an exchange which performs the

following functions:

+ Creates a streamlined enrollment process to all types of coverage. Centralizing
enrollment procedures in the exchange will ensure that families always know where to

turn for health insurance, and that no one will ever be turned away.

* Helps consumers find the right insurance. Providing individuals and families with
meaningful health insurance options is important, but the exchange must also give
those consumers the tools they need to compare those options and choose the coverage

that best meets their needs.

* Screens and enrolls families in insurance. The exchange should be able to determine
coverage eligibility for all applicants. American families should no longer have to
navigate multiple enrollment procedures to determine if they are eligible for public or

private coverage.

* Determines subsidies. Even if the exchange does not administrate insurance subsidies,
it should be able to enroll families in any subsidy program as a part of connecting them

with the right coverage option.

* Enrolls consumers in the community. The exchange should facilitate enrollment by

building partnerships with community organizations and other government agencies.
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* Protects privacy. The exchange will need to fully leverage information technology to
be truly effective. For example, real time access to IRS databases can facilitate eligibility
determinations. Yet personal information must also be rigorously protected.

Health reform also must empowers people to keep the coverage that is best for them.
Enrolling people in insurance is not enough to reach universal coverage. The exchange
must also keep people enrolled throughout their lives, including transition periods that

today might result in uninsurance. Specifically, the health insurance exchange must:

* Assist families proactively. If individuals are about to change insurance status, the
exchange should proactively reach out to them and determine if a new type of coverage
makes sense. For example, the exchange could automatically enroll a family in a subsidy

program if the head of the household loses their job and income.

+ Automate payments. The exchange should embrace anything that makes insurance

easier to keep, including offering automated payments.

* Provide bridging assistance. Uninsurance is a temporary problem for most Americans.
The exchange can keep families from churning in and out of insurance by guaranteeing

premium repayment for families who temporarily can’t afford coverage.

* Allow families to opt out of coverage. Even in a reformed system, there may be some
who continue to be unable to afford coverage and others who don’t want coverage for

religious and other reasons. Those individuals should be able to opt out of the system.

A system where having health insurance is not just easy and affordable, but is the default
status for most will eventually create a stigma for those who chose not to participate. A
system of automated and seamless coverage, and a culture of coverage, will minimize free

riders and support a system of individual responsibility.
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