
 
 

 

 

 
 

1825 Eye Street, NW, Suite 401 | Washington, DC 20006 | p: 202.785.2247 | f: 202.785.4060 | www.achp.org 

 

 

April 1, 2013  

 

Marilyn Tavenner, Acting Administrator  

Centers for Medicare and Medicaid Services  

Department of Health and Human Services  

Attention: CMS-9964-P2  

7500 Security Boulevard 

Baltimore, MD 21244–8010  

 

Filed via www.regulations.gov  

 

Re: Patient Protection and Affordable Care Act; Establishment of Exchanges and Qualified 

Health Plans; Small Business Health Options Program (CMS-9964-P2) 

 

Dear Ms. Tavenner:  

 

The Alliance of Community Health Plans (ACHP) is pleased to respond to the Proposed Rule 

referenced above, published in the Federal Register on March 11, 2013. ACHP is a national 

leadership organization that brings together innovative health plans and provider groups that are 

among America's best at delivering affordable, high-quality coverage and care in their communities. 

Member plans provide coverage in the commercial market and for Medicare, Medicaid, and federal, 

state, and local public employees. The community-based and regional health plans and provider 

organizations that belong to ACHP improve the health of the communities they serve and are on the 

leading edge of patient care coordination, patient-centered medical homes, accountable health care 

delivery, information technology use, and other innovations to improve affordability and the quality 

of care that patients receive. 

 

Requirements for the Small Business Health Options Program (SHOP) and related premium 

aggregation functions were finalized in the Exchange Establishment Rule published on March 27, 

2012 (77 FR 18310). The rule codifies the provisions of section 1312(a)(2) of the Patient Protection 

and Affordable Care Act (ACA). The ACA requires that the SHOP must provide for an employer to 

select a metal level (bronze, silver, gold, platinum) within which employees are able to choose any 

qualified health plan. The proposed rule would instead allow a SHOP, for plan years beginning 

before January 1, 2015, to limit employers to choose only a single plan option for employees. The 

proposed rule also specifies that the federally-facilitated SHOPs (FF-SHOPs) will take the option to 

delay implementation of the employee choice approach.   

 

In the comments we offered when the employee choice rule was initially proposed, and also in a 

letter to you dated February 20, 2013, ACHP stated our belief that providing employee choice, with 

the associated premium aggregation function, is an important element in the ultimate success of 

SHOPs. We believe that the SHOP exchanges have the potential of allowing small businesses to 

participate in a transformed market with a greater number of options available to their employees. A 
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successful SHOP exchange in turn will push the market towards higher quality coverage and 

stronger competitive forces among carriers. An effective SHOP also will be attractive to small 

businesses looking to ease the administrative burdens of offering coverage.  

 

ACHP believes that employee choice is at the heart of the value proposition of the SHOPs. In order for 

the SHOP to be successful in achieving the ACA’s goals, it must offer services that are not readily 

available to small employers in the outside small group market. This means not just competitive 

prices but also unique services and better and more available information on key consumer issues 

like quality and plan service. Employee choice is a central component of the SHOP’s value that will 

help the SHOP attract enrollment. Along with the premium aggregation function, the employee 

choice feature will enable small employers to provide their employees a choice of plan while paying 

a single monthly bill. 

 

When an employer selects a health plan for group coverage, they are frequently choosing their 

employees’ providers – and often forcing employees to change providers against their will. The 

greater availability of options in the SHOP would allow employees to select the combination of 

provider network, price, quality performance and other relevant factors that meet their needs. 

Employee choice increases the value of the health benefits offered by small employers, thus 

encouraging more employers to participate on the SHOP exchange.  

 

Finally, ACHP believes that employee choice will strengthen competition among carriers in the 

small group market and encourage alternative organizational and payment models that move away 

from fee-for-service. It will promote a broader, more competitive menu of options that would 

encourage health plans that better integrate care and financing, and smaller or new entities offering 

creative models of care and coverage, to compete with larger carriers that currently dominate the 

small group market.  

 

For all these reasons, the proposed delay of employee choice would remove the most attractive 

element to small employers from the FF-SHOP and possibly many state-based SHOPs; this may 

well compromise the SHOP’s chances of success. Small employers already can work through 

agents and brokers to make available a single health plan option to offer their employees; they will 

continue to do so after the SHOP is operational, while benefiting from the new consumer-friendly 

rules that will apply to small group issuers both inside and outside the SHOP. Offering multiple 

plan options to employees with the ease of premium aggregation is the feature that cannot be easily 

replicated by small employers outside the SHOP, and therefore would be the most likely to increase 

SHOP participation.  

 

While we appreciate that the proposal is to delay rather than eliminate employee choice, the initial 

year of implementation is when many small employers will form an opinion about the value of the 

SHOP. Those small employers that conclude there is little or no value to participating in the SHOP 

for 2014 may not take the time to reconsider this decision in future years.  

 

In the proposed rule, CMS indicates that providing a choice of plans raises the risk of adverse 

selection. ACHP appreciates concerns about how the potential for adverse selection may affect the 

competitive market necessary for successful operation of the exchanges. However, to the extent that 

small employers without SHOP options choose to retain grandfathered coverage outside the small 

group risk pool, delay of employee choice also has potentially harmful effects on risk sharing.  
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Thank you for consideration of ACHP’s response to the proposed rule. If there are any questions 

about these comments or the need for additional information, please contact Howard Shapiro, 

Director of Public Policy, at hshapiro@achp.org or 202-785-2247.  

 

Sincerely, 

 
Patricia P. Smith 

President and CEO 
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