Impact of the Colorado Public
Option on Premiums and Market Competition

The Colorado (CO) Public Option, officially known as the Colorado Option (CO Option), is a

health insurance initiative signed into law in 2021 and implemented in 2023 designed to enhance
affordability and accessibility to healthcare services in CO.! This study assessed the impact of

the CO Option on meeting its objectives and found that it has not achieved its goal of providing
premium savings to all Coloradans and reduced consumer choice across the state.

The CO Option released its standardized health benefit plans
with goals to lower the health insurance premiums, improve
racial health equity, and utilize the premium savings

to expand access to care.? In 2024, 80,655 individuals
enrolled in the CO Option plans, accounting for 34% of total
enrollments in the marketplace.?

The state also aims to regulate the health insurance

market by increasing competition with the introduction

of standardized plans and lowering health premiums with
premium reduction targets (5% in 2023, 10% in 2024, and
15% in 2025 compared to rates from 2021) and enhanced
oversight.* To facilitate the transparency of premium
reductions, a public hearing could be held for the CO Option
plans that do not reach the target.®

The program has generated concerns regarding its
effectiveness in achieving premium reduction targets. A
recent report published by NovaRest demonstrated that
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only 15% of the CO Option plans reached the 5% target
premium reduction in 2023.° Data from the Centers for
Medicare & Medicaid Services (CMS) showed that the CO
Option brought less than one percent premium savingsin a
majority of services areas.” Moreover, the premiums of the
CO Option plans are projected to increase by 4.2% in 2025,
failing to achieve the goal of reducing premiums.?

Now that the CO Option has been available to consumers for
three years (2023-2025), this study:

— assessed whether the CO Option achieved premium
savings,

— quantified the impact of the CO Option on consumer
choice and plan availability, and

— examined the impact on healthcare coverage.
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Findings
Impact on Premiums

Non-CO Option plans were the lowest-cost option for
enrollees seeking out bronze and silver plans.®

The CO Option plans did not provide the lowest cost for
enrollees in 2024. The lowest-cost silver and bronze plan
premiums were higher for the CO Option than those of
non-CO Option plans, raising questions about affordability
relative to market alternatives (Figure 1).° The trend of
higher premiums for the lowest-cost CO Option plans
compared to non-CO Option plans across all metal tiers
persists into 2025.1*

Figure 1. Lowest-Cost Plan Premiums Across Tiers,
2024
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Compared to the lowest-cost premiums in 2021 as a
baseline (before the CO Option was signed into law),
premiums increased more for the CO Option than non-CO
Option plans across bronze and silver tiers.

The CO Option achieved premium savings in nearly half
of Colorado counties, with minimal savings in highly
populated regions such as Denver County.

In 2024, premium savings differed by geographic area.*?
Comparing the second lowest-cost silver plan premiums
of a representative individual (21-year-old, non-tobacco
user),* the CO Option plans achieved premium savings in
only 33 of 64 Colorado counties.™

FTIConsulting, Inc. 02

Further, the premium savings in the vast majority of these
33 counties were very small. In these counties, the average
premium savings for the CO Option ranged from $0.19
(0.05%) to $60.08 (9.7%) (Figure 2). However, the average
premium saving of $0.19 was in the most populous region
with 10 counties, including Denver County, that accounted
for 49% of the total medical enrollment in the exchange.*®
Out of 64 counties, the largest premium saving was in

21 counties that accounted for only 14% of the total
medical enrollment.

Figure 2. Difference in Second Lowest-Cost Silver Plan
between the CO Option and Non-CO Option Plans by
County, 2024
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In 2024, the vast majority of the CO Option plans fell
short of the 10% premium reduction target.

Out of the 489 plan-county combinations, only 11 (2.2%)
achieved the statutory set premium target, representing
just three plans.'® With the failure of meeting the premium
reduction targets among most plans, roughly 95% of
enrollees missed out the expected premium savings. Only
a small proportion of enrollees—5.2%— selected one of the
three CO Option plans that met the reduction target when
purchasing health coverage through the CO Exchange.



IMPACT OF THE COLORADO PUBLIC OPTION ON PREMIUMS AND MARKET COMPETITION

Figure 3. Average Number of Plans Across Counties,
2021-2024
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Impact on Market Competition and Consumer Choice

The CO Option may have led to decreased market
competition.

Plan availability experienced steady growth prior to the CO
Option implementation (2021-2022: 39.5%), however, it has
slowed significantly to 16.3% from 2022 to 2023 (Figure 3).”
Moreover, the average number of plans decreased by
37.7% (53 to 33 plans) across the majority of CO countiesin
the second year of the CO Option implementation, indicative
of decreasing competition. Additionally, the majority of
counties (87.5%) experienced as high as a 75.5% reduction
in the number of available plans.

The implementation of the CO Option may have
significantly reduced consumer choice.

After the CO Option was implemented, consumers were

left with fewer choices than before. In fact, more counties
than ever before offered consumers plans from only one
issuer as fewer were able to stay afloat in the market. For
instance, the number of single-issuer counties rose sharply
from 2023 (1 county) to 2024 (25 counties). Similarly, the
percentage of people who had access to only one issuer
among total enrollees in the CO Marketplace increased from
0.03% in 2023 t0 3.7% in 2024.%
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Impact on Coverage

A higher decline in the uninsured rate was observed
before the CO Option implementation.

The decline in Colorado’s uninsured rate was higher in the
years immediately preceding the implementation of the

CO Option (Figure 4).* However, the decrease could not be
attributed to the CO Option due to a number of confounding
factors.?®

Figure 4. Uninsured Rate in Colorado Compared to
States Without a Public Option and Overall U.S.,
2021-2023
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Conclusion

The CO Option plans brought minimal premium savings
across the state, especially in the urban regions with the
highest number of enrollments. For the vast majority of
Coloradans, premiums savings did not come close to the
CO Option reduction targets. In fact, consumers were faced
with higher CO Option premiums in some areas. Ultimately,
the CO Option has not met its goals of premium savings for
all Coloradans.
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Note

This report was commissioned by the Partnership for America’s Health Care Future Action.
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