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Difficulty Understanding Cost Obligations Adds to Healthcare
Affordability Woes in Kentucky

A 2018 survey of more than 900 Kentucky adults found that Kentuckians’ current healthcare
affordability burdens and that affording healthcare in the future is one of their top worries.! Using
data from the same survey, this data brief explores how confident Kentuckians are with respect to
navigating the health system and understanding their cost-sharing obligations.

Outor 10 TASKS, KENTUCKIANS HAVE THE LEAST CONFIDENCE WHEN IT COMES TO CORRECTING BILLING OR
WORKING WITH THEIR DOCTOR, HOSPITAL OR HEALTH PLAN TO SOLVE PROBLEMS.

Kentuckians report being confident they can fill a prescription or follow the directions provided by
their doctor. At the other end of the spectrum are the tasks of disputing a medical bill error or taking
steps to fix it if their doctor, hospital or health plan is not responsive to their problem. Fewer than half
of Kentucky adults are confident they can do the latter tasks (see Figure 1.

Figure 1
Among Kentucky Adults, Percent “Very” or “Extremely Confident” They Can...

FILL A PRESCRIPTION TO RECEIVE A MEDICATION AT A PHARMACY 86%

FOLLOW MEDICAL DIRECTIONS GIVEN BY A PROVIDER 84%

MAKE AN APPOINTMENT WITH A SPECIALIST, INCLUDING REQUESTING
A REFERRAL IF REQUIRED BY THE HEALTH PLAN

USE HEALTH INSURANCE TO PAY FOR CARE
SELECT THE BEST INSURANCE PLAN FOR YOU
DISPUTE A MEDICAL BILL THAT YOU BELIEVE IS INCORRECT

FIND OUT THE COST OF A PROCEDURE AHEAD OF TIME

TAKE STEPS TO FIX IT IF YOUR DOCTOR IS NOT BEING RESPONSIVE TO
YOUR PROBLEM

TAKE STEPS TO FIX IT IF YOUR HOSPITAL IS NOT BEING RESPONSIVE
TO YOUR PROBLEM

TAKE STEPS TO FIX IT IF YOUR HEALTH PLAN IS NOT BEING
RESPONSIVE TO YOUR PROBLEM
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Source: 2018 Poll of Kentucky Adults, Ages 18+, Altarum Healthcare Value Hub, Altarum's Consumer Healthcare Experience State Survey
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For the most difficult tasks, respondents report consistently low rates of confidence, regardless of
insurance type (see Figure 2).

Figure 2
Among Kentucky Adults, by Type of Insurance, Percent “Very” or “Extremely Confident” They Can...
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Source: 2018 Poll of Kentucky Adults, Ages 18+, Altarum Healthcare Value Hub, Altarum's Consumer Healthcare Experience State Survey

These data are consistent with another survey finding that showed privately insured Kentucky
respondents often took no actions after receiving an unexpected medical bill.? Respondents who did
take an action—such as contacting their health plan, doctor or hospital—almost never escalated their
efforts to include contacting state consumer assistance offices, filing an appeal, or other steps. Many
reported being dissatisfied with the resolution.

Respondents revealed they feel more confident that they can navigate the healthcare system than
afford the care they receive. For example, only 44% were somewhat or very confident that they could
afford to pay the bills for a major illness.?

HeALTH PLAN CosT-SHARING TERMS ARE DIFFIicULT TO UNDERSTAND

Several national studies have found that health plan cost sharing terms are difficult for consumers to
understand. Reasons include complex insurance rules, poor numeracy skills and poor literacy skills.*
Information related to patients’ out-of-pocket costs was rated as the most challenging to find and
understand out of all healthcare information.®

The Kentucky poll revealed that respondents were able to choose the correct definitions for Premium
and Deductible 80% of the time, but less than half had an accurate understanding of Coinsurance (see
Figure 3).

CONFIDENCE MAY OVERSTATE ABILITIES

Unfortunately, national data suggests that consumers are not good self-reporters when it comes to
assessing their skills. Myriad studies, like the one in Figure 4, show that confidence typically exceeds
actual skills, particularly when it comes to applying insurance cost-sharing rules to understand the
amount patients have to pay.°
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Figure 3
Among Kentucky Adults, Percent Choosing Correct Insurance Term Definition (out of three choices)
PREMIUM 81%
DepucTiBLE 80%
COINSURANCE 42%
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Source: 2018 Poll of Kentucky Adults, Ages 18+, Altarum Healthcare Value Hub, Altarum's Consumer Healthcare Experience State Survey

Figure 4
Health System Knowledge: Claim to Understand vs. Actually Understand
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Source: Loewenstein, George, et al., “Consumers’ Misunderstanding of Health Insurance,” Journal of Health Economics (June 26, 2013).

RELATIONSHIP BETWEEN QUALITY AND PRICE

In light of well-documented, wide-spread variation in clinical quality and price,’ it is clear that
consumers can benefit if they can successfully identify providers and treatment options that are of
“good value.” Furthermore, studies show that there is little relationship between the quality and price
of a medical service.? This survey investigated respondents’ own views on the relationship between
the quality and price.

More than half of Kentucky adults (61%) believe that higher quality healthcare usually comes at a
higher cost. Yet very few believe that prices reliably signal the quality of care. Just 14% believe that a
less expensive doctor is likely providing lower-quality care (see Figure 5).

Both cost and quality are important to Kentucky’s healthcare consumers. More than half of Kentucky
adults (55%) indicated that if two doctors or healthcare providers had equal quality ratings, out-of-
pocket costs would be a very or extremely important factor in deciding between the two professionals.
Conversely, 55% of respondents indicated that if two doctors’ out-of-pocket costs were equal, quality
ratings would be a very or extremely important factor in deciding between the two professionals.
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Figure 5
Among Kentucky Adults, Views on the Relationship between Healthcare Price and Quality

BELIEF THAT LESS EXPENSIVE DOCTOR IS PROBABLY PROVIDING LOWER
QUALITY OF CARE

14%

BELIEF THAT HIGHER QUALITY HEALTHCARE COMES AT A HIGHER COST 61%
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Source: 2018 Poll of Kentucky Adults, Ages 18+, Altarum Healthcare Value Hub, Altarum's Consumer Healthcare Experience State Survey

KenTuckiaNs TRIED To FIND THE PRICE OF HEALTHCARE SERVICES

Roughly half of all Kentucky adults surveyed have tried to find out what their out-of-pocket cost
would be for a doctor visit or medical test. Seeking the cost of a hospital stay was somewhat less
frequent than average, while seeking the cost of a prescription drug more frequent (see Figure 6).

A majority of respondents (61%) who tried to determine out-of-pocket costs reported doing so only
once or twice. However, 46% of these shoppers report that they sought prices in order to compare
two or more services—a rate far higher than previously observed in national surveys.’?

What is also surprising is that these “shoppers” report high rates of success in finding the prices they
need. Of those who tried to compare two or more prices, 64% report that they were successful.
National data suggest most consumers often struggle to obtain a price for a medical service.”®

Figure 6
Among Kentucky Adults, Percent Who Report Ever Trying to Find the Out-of-Pocket Cost for...

A HOSPITAL STAY

A MEeDIcAL TesT

VISIT TO A SPECIALIST DOCTOR

VISIT TO A PRIMARY CARE DOCTOR

A PRESCRIPTION 69%
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Source: 2018 Poll of Kentucky Adults, Ages 18+, Altarum Healthcare Value Hub, Altarum's Consumer Healthcare Experience State Survey

DiscussioN

Kentucky residents are knowledgeable about the relationship between the cost and quality of
healthcare and are largely willing to seek out-of-pocket cost data. Yet, they also report lacking
confidence in other skills needed to navigate the health system.
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The most common navigational challenges include: disputing medical bills or resolving other problems
with their doctors, hospitals and health plans; learning prices ahead of time; and using their health
plans to pay for needed care. These challenges do not vary substantially by insurance type, suggesting
that these difficulties are universal among Kentucky adults.

Low understanding of coinsurance and other cost-sharing obligations contribute to the receipt of
“surprise medical bills”" and worsen affordability burdens and worries of insured consumers.'

Difficulties navigating the health system are sometimes attributed to low levels of health insurance
literacy, defined as:

THE DEGREE TO WHICH INDIVIDUALS HAVE THE KNOWLEDGE, ABILITY, AND CONFIDENCE TO FIND AND
EVALUATE INFORMATION ABOUT HEALTH PLANS, SELECT THE BEST PLAN FOR THEIR OWN (OR THEIR
FAMILY’S) FINANCIAL AND HEALTH CIRCUMSTANCES, AND USE THE PLAN ONCE ENROLLED"™

Nationally, very low levels of health insurance literacy have been identified, with self-reported skills
exceeding actual ability. Inadequate health literacy (a closely related concept) has been associated
with poorer outcomes, lower patient satisfaction and higher costs."

Consumer harm that results from difficulty navigating the health system can be addressed in
numerous ways. Evidence to date suggests that simplifying eligibility, benefit design and other aspects
of our health system are likely to yield better results than educational efforts alone. Simplification
strategies that have been tried in other states include:

« reducing the likelihood of encountering pricing or quality outliers;"®
« simplifying and standardizing cost-sharing benefit designs;1°

« providing “nudges” like integrated provider directories, quality rankings, out-of-pocket
calculators at the point of health plan shopping;

+ providing live, hands on assistance navigating insurance issues; and

+ deploying “universal precautions” in communications.

To the extent that the health system remains complex, consumers have signaled a preference for live,
just-in-time consumer assistance over passive educational materials.” A few states have developed a
one-stop shop for helping consumers address denied claims or other difficulties.”®
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Methodology

Altarum’s Consumer Healthcare Experience State Survey (CHESS) is designed to elicit respondents’ unbiased views
on a wide range of health system issues, including confidence using the health system, financial burden, and views on
fixes that might be needed.

The survey used a web panel from SSI Research Now with a demographically balanced sample of approximately 1,000
respondents who live in Kentucky. It was conducted only in English and restricted to adults ages 18 and older.

Respondents who finished the survey in less than half the median time were excluded from the final sample, leaving
924 cases for analysis.

After those exclusions, the demographic composition of privately insured respondents is shown in the table below.
Additional information on the survey instrument is available upon request by emailing hubinfo(@altarum.org.

Demographic Composition of Survey Respondents

DEMOGRAPHIC CHARACTERISTIC | FREQUENCY | PERCENTAGE || DEMOGRAPHIC CHARACTERISTIC FREQUENCY | PERCENTAGE
GENDER AcGE
Mace 476 52% 18-24 83 9%
FeEmaLE 442 48% 25-34 219 24%
HouseHoLD INcoME 35-44 185 20%
Under $20K 147 16% 45-54 146 16%
$20K - $29K 19 13% 2564 160 17%
$30K - $39K 105 1% 65+ 125 14%
$40K - $49K 102 1% INSURANCE STATUS
$50K - $59K 83 9% HEALTH INSURA7NCE THROUGH EMPLOYER OR 419 45%
8 FAMILY MEMBER’S EMPLOYER
$60K - $74K 102 115’ HEALTH INSURANCE | BUY ON MY OWN 42 6%
$75K - $99K 84 9f MEDICARE 165 18%
$100K - $149K 29 3°/° Mebicap 191 21%
$150+ >4 6% TRICARE/MiuTaRY HEALTH SYSTEM 24 3%
Parry AFFiLATION DEPARTMENT OF VETERANS AFFAIRS (VA) 21 2%
RepuBLICAN 338 37% HeaLtH CARE
DEMOCRAT 294 32% NoO COVERAGE OF ANY TYPE 46 5%
NEITHER 292 32% | DON'T KNOW 16 2%

Source: 2018 Poll of Kentucky Adults, Ages 18+, Altarum Healthcare Value Hub, Altarum's Consumer Healthcare Experience State Survey
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ABOUT ALTARUM'S HEALTHCARE VALUE HUB

With support from the Robert Wood Johnson Foundation, the Healthcare Value Hub provides free, timely information about
the policies and practices that address high healthcare costs and poor quality, bringing better value to consumers. The Hub is
part of Altarum, a nonprofit organization with the mission of creating a better, more sustainable future for all Americans by
applying research-based and field-tested solutions that transform our systems of health and healthcare.

Contact the Hub: 2000 M Street, NW, Suite 400, Washington, DC 20036
(202) 828-5100 | www.HealthcareValueHub.org | @HealthValueHub
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