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›› Tracking  

Covered  California  Announces 
Preliminary 2020 Premium  Rates  

AUGUST  2019  

On July 16,  2019, Covered  California, California’s Affordable Care Act (ACA)  marketplace,  released  
preliminary health plan premiums  for individual coverage starting  January  2020. This  issue of ITUP  
Tracking  reviews  the rate changes  and  health plan  choices available  to  consumers by region for 2020.   

Highlights  

 Covered California premiums will increase at  the lowest  annual rate since implementation of  the 
ACA  in  2014, a statewide weighted average1  increase  of 0.8  percent  (See  Figure 1). 

 Covered California attributes the low statewide average increase in 2020 premiums to 2019-20
state budget actions aimed at stabilizing the individual market and improving affordability.

 Federal premium subsidies, and additional state subsidies for 2020, will shield most individuals in
Covered California from rate increases; however, some individuals not eligible for subsidies may
struggle to pay monthly premiums and out-of-pocket costs on their own.

 Consumers seeing rate increases can potentially switch to a lower premium health plan with
similar cost sharing but changing health plans may also mean that some consumers will have to
must change provider(s).

 Many consumers will have additional health plan options; the number of counties with only one
health plan available in Covered California will drop from 15 in 2018 and 2019 to five in 2020.

Figure 1. Covered California  Average Annual  Premium Rate Increases*  
2014-2020 Coverage Years 14.7% 

4.2% 4.0% 

13.2% 12.5% 

8.7% 

0.8% 

2014 2015 2016 2017 2018 2019 2020 

*  Covered California reports rate changes  using  a  weighted average  (weighted for  the number  of enrollees in each  health plan  and  
region).   

Sources: 2020: Covered  California,  Health Insurance  Companies and Plan Rates  for 2020,  July 19, 2019; 2015-2019: Covered  
California,  Covered California's  Health Insurance  Companies and Plan Rates for 2019, August  16, 2018.  2014; Katherine Wilson,  
Premium  Growth Slows  in California's Individual  Market Following ACA  Implementation,  California  Health Care Foundation,  
November 2, 2015.  

Chart prepared  by Insure the Uninsured  Project. 
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Rates for 2020 Slow the Premium Rate Increases of Recent Years 

Unlike the federal marketplace, and  most other states, Covered California actively negotiates with  
health plans on premiums,  networks, product designs, geographic  coverage and quality. The  0.8 percent 
statewide weighted average*  increase for 2020  is a  significant improvement  over the last three years.   

Figure 1 shows that larger rate  increases occurred  in  2017-2019,  exceeding  the pre-ACA  individual 
market  average increase of 9.2 percent  for 2011-2013,2  and 4.2 percent and 4 percent increases in  2015  
and 2016,  respectively.  Covered California rate increases in the last  three years  were heavily impacted  
by federal  policy  changes and uncertainty surrounding the ACA under the  Trump  Administration.3   

Figures  2-4  below  show the Covered California 2020 rate changes in the  19 rating  regions4  divided into  
three groups: regions  with  rate decreases, regions  with rate increases under 3 percent, and  regions with  
rate increases over 3 percent. The  2020 rate changes  by region are as follows:  

 Four rural regions serving  11 percent  of Covered California consumers will offer c overage with 
weighted average premiums  less than  the cost of the same coverage in 2019  (See Figure  2).  

 Twelve of the 19 regions  serving 80 percent  of Covered California consumers  will offer coverage 
with weighted average premium rate increases  of less than 3 percent  (See Figure  3).  

 Three remaining  regions  serving  nine  percent of  consumers  will experience a  weighted average
premium  increase of over 3  percent, with the San Francisco region  experiencing  the largest rate
increase  in the state, 6.6 percent on average (see Figure 4).  

Figure 2. Covered California 2019-20 Rate Changes
 
Regions with Weighted Average Rate Decreases
 

Rating Region  Total  
Enrollment  

Range of  2020  
Rate  Changes  

Weighted 
Average  Rate 

Decrease  
Region 13  

Mono, Inyo and Imperial counties  

13,401 -14.2% to +14.8% -6.9% 

Region 10  

San Joaquin, Stanislaus, Merced, Mariposa and 
Tulare counties  

72,323 -17.8% to +7.6% - 5.7% 

Region 1  
Alpine,  Amador,  Butte,  Calaveras, Colusa,  Del Norte,  
Glenn,  Humboldt,  Lake,  Lassen,  Mendocino,  Modoc,  
Nevada, Plumas,  Shasta,  Sierra, Siskiyou, Sutter,  
Tehama, Trinity,  Tuolumne  and Yuba counties  

52,135 -13.1% to +13.7% - 1.7% 

Region 14  

Kern County  

17,537 -9.0% to +8.9% - 0.5% 

Sources: Covered California,  Covered California Releases Regional Data Behind Record-Low 0.8  Percent Rate Change for  the Individual Market in 
2020, News Release, July 19, 2019;  Covered California,  Health Insurance Companies and Plan Rates for 2020, July 19, 2019.  

*  The weighted average assigns a  value or “weight” to each product based on the relative  number (percentage) of individuals
enrolled in each health plan product in each region. However, as shown in Figures 2-4, the range  of rate changes, from low-high 
in a region, can vary widely. Rate changes for individuals will differ  from the weighted average, depending on their age, the  
product they choose, and the region where they purchase coverage.  

https://www.coveredca.com/newsroom/news-releases/2019/07/19/covered-california-releases-regional-data-behind-record-low-0-8-percent-rate-change-for-the-individual-market-in-2020/
https://www.coveredca.com/newsroom/news-releases/2019/07/19/covered-california-releases-regional-data-behind-record-low-0-8-percent-rate-change-for-the-individual-market-in-2020/
https://www.coveredca.com/PDFs/coveredca_2020_plans_and_rates.pdf
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Figure 3. Covered California 2019-20 Rate Changes 
Regions with Weighted Average Rate Increases of 3 Percent or Less 

Rating Region  Total  Enrollment  Range  of 2020  
Rate  Changes  

Weighted 
Average  Rate 

Increase  
Region 16  
Los Angeles County  (southwest)  

216,567 -19.9% to +18.1% 0.1% 

Region 17  
San Bernardino and Riverside counties  

122,624 -10.8% to +19.3% 0.1% 

Region 19  
San Diego County  

109,614 -15.7% to +18.2% 0.2% 

Region 5  
Contra Costa County  

45,345 -5.4% to +7.6% 0.6% 

Region 9  
Monterey, San Benito and Santa  Cruz counties  

26,155 -5.4% to +7.6% 1.0% 

Region 18  
Orange County  

133,387 -19.4% to +25.8% 1.0% 

Region  2  
Marin, Napa,  Solano and Sonoma  counties  

51,181 -5.4% to +8.9% 1.1% 

Region  3  
Sacramento,  Placer,  El Dorado and Yolo 
counties  

80,775 -5.4% to +9.0% 1.8% 

Region 6   
Alameda County  

63,835 -5.4% to +10.9% 1.9% 

Region 7  
Santa Clara County  

57,846 -6.3% to +22.7% 2.0% 

Region 8  
San Mateo County  

24,030 -5.4% to +23.5% 2.0% 

Region 15  
Los Angeles County  (northeast)  

172,381 -19.4% to +20.5% 2.6% 

Sources: Covered California,  Covered California Releases Regional Data Behind Record-Low 0.8  Percent Rate Change for  the Individual Market in 
2020, News Release, July 19, 2019;  Covered California,  Health Insurance Companies and Plan Rates for 2020, July 19, 2019.  

Figure 4. Covered California 2019-20 Rate Changes
 
Regions with Weighted Average Increases Greater Than 3 Percent
 

Rating Region  Total  
enrollment  

Range of 2020  
Rate  Changes  

Weighted 
Average  Rate 

Increases  
Region 11  
Fresno,  Kings  and Madera counties  

33,878 -5.4% to +9.2% 3.4% 

Region 12  
San Luis  Obispo, Santa  Barbara and Ventura  
counties  

64,368 -3.6% to +9.3% 4.6% 

Region 4  
San Francisco County  

34,315 -12.7% to +23.5% 6.6% 

Sources: Covered California,  Covered California Releases Regional Data Behind Record-Low 0.8  Percent Rate Change for  the Individual Market in 
2020, News Release, July 19, 2019;  Covered California,  Health Insurance Companies and Plan Rates for 2020, July 19, 2019.  

3 

https://www.coveredca.com/newsroom/news-releases/2019/07/19/covered-california-releases-regional-data-behind-record-low-0-8-percent-rate-change-for-the-individual-market-in-2020/
https://www.coveredca.com/newsroom/news-releases/2019/07/19/covered-california-releases-regional-data-behind-record-low-0-8-percent-rate-change-for-the-individual-market-in-2020/
https://www.coveredca.com/PDFs/coveredca_2020_plans_and_rates.pdf
https://www.coveredca.com/newsroom/news-releases/2019/07/19/covered-california-releases-regional-data-behind-record-low-0-8-percent-rate-change-for-the-individual-market-in-2020/
https://www.coveredca.com/newsroom/news-releases/2019/07/19/covered-california-releases-regional-data-behind-record-low-0-8-percent-rate-change-for-the-individual-market-in-2020/
https://www.coveredca.com/PDFs/coveredca_2020_plans_and_rates.pdf


   

 
  

    
   

   
       

      

      
        

  
     

 

 

 

    
   

   

  
   

  
 

   
     

      

         
  

 
   

  

   
     

   

     
      

  

 
 
   

   
 

 
 

 
  

  
       

TRACKING | COVERED CALIFORNIA PRELIMINARY 2020 PREMIUMS 

The 2020 Covered California rates are pending regulatory review by the state Department of Managed 
Health Care and the California Department of Insurance. 

Most Covered California Enrollees Will Receive Financial Assistance. Federal premium subsidies, and 
additional state subsidies new for 2020, will lessen the impact on individuals enrolled in products with 
rate increases. In 2019, 88 percent of Covered California enrollees receive financial assistance. 

Individual monthly premium contributions will vary depending on whether individuals are eligible for 
federal and state subsidies. For consumers receiving federal premium subsidies, the monthly premium 
they pay is reduced based on their income and is subject to a federal premium cap (see text box below). 
Newly created state subsidies are designed like the federal subsidies and described in the next section. 

About Federal ACA Premium Tax Credits 

The ACA premium tax credit is a federal, refundable tax credit that reduces individual monthly premiums for eligible
 
individuals and families who buy coverage through federal or state ACA marketplaces and have annual household incomes
 
between 100-400 percent FPL (up to $48,560 in annual household income for one person in 2019).
 

The ACA assigns metal labels (metal tiers) to specific health plan product designs (the combination of benefits covered and 
consumer out-of-pocket costs) based on the actuarial value of the plan. Actuarial value (AV) is the average percent of 
benefit costs covered by a health plan product compared to the out-of-pocket costs (such as copays and deductibles) paid by 
the enrollees in the product. 

For example, a silver plan is a health plan product with an actuarial value of 70 percent. A 70 percent AV plan covers 70
 
percent of benefit costs and the enrollees pay 30 percent in the form of deductibles, copayments or coinsurance. The 

actuarial values of other metal tiers are: bronze (60%), silver (70%), gold (80%) and platinum (90%).
 

The amount of federal subsidy is based on premiums for the second lowest cost silver plan offered in each region, also
 
known as the “benchmark silver plan.” 


The ACA set “premium caps,” the maximum percent of income individuals must pay in monthly premium for the 
benchmark silver plan. The Internal Revenue Service adjusts the federal premium caps every year. The federal premium caps 
for 2020 are shown below. 

For an individual, the federal tax credit covers the difference between the ACA premium cap and the premium for the 

benchmark silver plan in the region where the individual buys coverage. Thus, individuals with a lower income receive a
 
relatively higher tax credit and pay a lower monthly premium.  


Individuals can use the federal premium tax credit to purchase any product offered through the marketplace with at least 60 
percent AV, but if they choose a product with a premium higher than the benchmark silver plan, they must pay the 
additional premium costs. 

Federal  Premium Caps  -- Expected  Consumer  Premium Contribution (Coverage  Year 2020)  

Annual Household 
Income (% of FPL) 

Less than 
133% FPL 133% FPL 150% 

FPL 200% FPL 250% 
FPL 

300-
400%  
FPL  

More than 
400% FPL 

Expected Premium 
Contribution (Cap) as 
a Percent of Income 

2.06% 3.09% 4.12% 6.49% 8.29% 9.78% n/a 

Source: Internal Revenue Service,  https://www.irs.gov/pub/irs-drop/rp-19-29.pdf.   

4 

https://www.irs.gov/pub/irs-drop/rp-19-29.pdf
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California Policies Contribute to the Low Increases 

According to Covered California, the low statewide weighted average 
increase in 2020 premiums results, at least in part, from 2019-20 state 
budget actions aimed at stabilizing the individual market and 
improving the affordability of individual coverage. Covered California 
estimates that without the 2019-20 state budget actions, 2020 rates 
would have been between two and five percent higher on average. 

First, California enacted  a state minimum coverage requirement  
(individual mandate) and  state tax penalty to replace the federal tax  
penalty for failure to  maintain health coverage. Congress reduced the  
penalty to  $0 starting in 2019 as part  of federal tax reform  in 2018.   

As a result of the elimination of the penalty, in 2019, Covered 
California experienced both higher premium rates and a 24 percent 
drop in new enrollment (with a 7.5 percent increase in renewals). 

According to Covered  California, the  2019  rate  increases  followed  
estimates that a decline in  enrollment  would be primarily among  
younger  and healthier individuals.  Covered  California estimated that  
2019 rates were 3.5 percent higher because of elimination  of the  
federal mandate  penalty.  For more  information, read  the ITUP blog,  
Covered California Announces 2019 Enrollment.  

Second, the 2019-20  state budget includes new funding for  state 
financial assistance  for  low- and moderate-income  individuals buying 
coverage through Covered  California. Funding for  the state subsidies  
will come, in part, from the penalties  Californians  will pay for not  
maintaining  health  coverage. For more information, read the ITUP  
Legislative Update:  2019-20 Final State Budget  –  Health Care  
Highlights.   

California is using state funds to  further reduce  monthly premiums  
beyond federal subsidies and offering new assistance  to higher income  
individuals not  currently eligible for federal subsidies.   

Who  will  benefit from  the new  state subsidies?  Individuals with  
incomes under  138 percent of the Federal Poverty  Level  (FPL), and  
those with incomes  400-600 percent FPL  will see the largest premium  
reduction  because  of state subsidies  (see Figure  5).  Individuals with  
incomes 200-400 percent FPL  will see smaller premium reductions.  
Individuals with incomes  139-199 percent FPL receive generous  
federal subsidies and will not receive  additional state  subsidies in  
2020.  

FAST FACTS  

235,000  
Previously unsubsidized 

enrollees will be eligible for  
new state  subsidies in 2020 

687,000  
Currently subsidized 

enrollees will see  
reduced premiums  

187,000
Additional people will  enroll in  

Covered California because of the  
new state individual mandate 

penalty and state subsidies  

 

23%  5%

400-600  
percent FPL*  

200-400  
percent FPL*  

 

Additional 2020 premium  
savings from state subsidies  

*FPL = Federal Poverty Level   

California set the premium  to  $0 for individuals with incomes below  138 percent  FPL  to  mirror Medi-Cal 
because  most individuals in this income group are eligible for Medi-Cal.  Those with incomes  below 138 
percent FPL  who are not eligible for Medi-Cal for other reasons,  including lawfully  present immigrants  
without  “qualified immigration status” under federal  law, will pay  $0  premium.  

5
 

http://www.itup.org/covered-california-announces-2019-enrollment-2/
http://www.itup.org/wp-content/uploads/2019/07/2019-20-Final-State-Budget_Legislative-Update-7.15.19.pdf
http://www.itup.org/wp-content/uploads/2019/07/2019-20-Final-State-Budget_Legislative-Update-7.15.19.pdf
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For more information  on health care programs for immigrants,  see  the ITUP fact  sheet,  Health Care  
Programs for California Immigrants.  

What is the estimated impact  of state subsidies  for individuals?  Prior to  the release  of the 2020 federal 
premium caps, Covered California estimated  that subsidized enrollees  with incomes 200-400 percent  
FPL would  pay approximately five percent less in premiums in 2020 because  of state  subsidies  and those  
with  incomes 400-600 percent FPL  will save an average of 23 percent.  5  Individuals with incomes at  138  
percent FPL and below  will  save $21-$49  per month. Actual savings  may  vary once the  2020 federal caps  
are considered.  

Figure 5 highlights the anticipated impact of state financial assistance for Covered California enrollees by 
FPL and household income, when federal and state subsidies are combined. 

Figure 5. Impact of New California Subsidies, by Income, 2020 
Estimated Consumer Contribution (Premium), Benchmark Silver Plan 

Percentage of  
Poverty Level  - 
Individual  

Household Income  
Using 2019 Poverty  
Guidelines  

2020 Monthly  
Contribution with 
Federal  Subsidies  

2020 State  
Premium Cap as  
% of Income  

2020 Monthly  
Contribution with  
State and Federal  
Subsidies  

100 – 138% $12,140 - $17,237 $21 - $49 (estimate)* 0% $1 

139 – 199% $17,237- $24,280 $49 - $131 (estimate)* No state assistance 
3.40 – 6.49%* (federal 
cap) 

$49 - $131 (estimate)* 

200 – 400% $24,280 - $48,560 $131 - $396 6.24 – 9.68% $126 - $391 

400 – 600% $48,560 - $72,840 No federal subsidy 9.68 – 18% $391 - $1,093 

*  The Internal Revenue Service (IRS)  annually  adjusts federal premium caps. Federal tax credit amounts for 2020 will be based on  the new
  
federal caps and the FPL guidelines  for 2019 (see above). For 2020, the caps are 133 percent FPL (3.09 percent of household  income), 150
  
percent FPL (4.12 percent), and 200 percent FPL (6.49 percent).  The  caps  shown here for 138  and 199 percent FPL are ITUP estimates
  
because these  specific income  categories are not used by the IRS.
   
Sources: Covered California,  Program Eligibility by Federal Poverty Level for  2019, March 2019; Internal Revenue  Service,
  
https://www.irs.gov/pub/irs-drop/rp-19-29.pdf; Covered California,  2020 State Premium Assistance Program Design, June 2019.
  

Chart Prepared by Insure  the Uninsured Project.  

Affordability Challenges Continue for Many Californians 

Premium rate changes are moderated for most Covered California enrollees because of federal, and 
now state subsidies, with subsidies increasing as premiums increase. However, individuals enrolled in 
Covered California not receiving subsidies (12 percent in 2019), and those not eligible for state or federal 
assistance, including just over 800,000 individuals who purchase “outside market” individual coverage, 
bear the full cost of monthly premiums and out-of-pocket costs. 

Approximately 2.1 million Californians purchased individual coverage in 2018, 61 percent through 
Covered California and 39 percent directly from health plans in the “outside” individual market.6 

Figures 2-4 earlier showed that in any given region the range of rate changes varies significantly. Figure 
6 below illustrates what this might mean for a Covered California consumer who does not receive either 
state or federal subsidies, using as an example a 40-year old purchasing silver-level coverage. 

6
 

http://www.itup.org/health-care-programs-for-california-immigrants/
http://www.itup.org/health-care-programs-for-california-immigrants/
https://www.coveredca.com/PDFs/FPL-chart.pdf
https://www.irs.gov/pub/irs-drop/rp-19-29.pdf
https://board.coveredca.com/meetings/2019/06-26/Program_Design_Document_Final.pdf
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In 2020, the unsubsidized premium for silver plan coverage for a 40-year-old ranges from $327 (Region 
15) - $888 (Region 8) per month.

Figure 6. Covered California Silver Plan Monthly Premium, 2020
 
Range within Each Region
 

Example: Unsubsidized 40-Year-Old
 
Rating Region  Premium Range Low-High  

(Some  health plans cover only partial regions)  
Region 1 – Northern Counties $468 - $695 

Region 2 – North Bay Area $492 - $765 

Region 3 – Greater Sacramento $468 - $697 

Region 4 – San Francisco $517 - $825 

Region 5 – Contra Costa $468 - $744 

Region 6 – Alameda $480 - $634 

Region 7 – Santa Clara $403 - $747 

Region 8 – San Mateo $517 - $888 

Region 9 – Santa Cruz, San Benito, Monterey $480 - $800 

Region 10 – Central Valley $418 - $758 

Region 11 – Fresno, Kings, Madera $391 - $551 

Region 12 – Central Coast $421 - $542 

Region 13 – Eastern Counties $374 - $619 

Region 14 – Kern $389 - $451 

Region 15 – Los Angeles East $327 - $439 

Region 16 – Los Angeles West $362 - $534 

Region 17 – Inland Empire $351 - $476 

Region 18 – Orange County $361 - $507 

Region 19 – San Diego $359 - $563 

Source: Covered California,  2020 Individual Product Prices for all Health Insurance Companies. 

Covered California requires health plans to  offer standardized products  with the same  benefits and cost  
sharing  in each  metal tier so that consumers can  more easily compare health plan to health plan. The  
premium  rates  Covered California negotiates for the standardized products are also available  to those  
who purchase individual coverage outside the state  marketplace.  7   

Product choices outside Covered California include those  that  meet ACA standards,8  products identical 
to  the standardized products  sold in Covered California  (sometimes referred to as  “mirror” products)  
and pre-ACA “grandfathered plans,”  which individuals  were allowed to  keep  under  certain conditions,  
even though  the  grandfathered products  do not  meet all ACA requirements.   

7
 

https://www.hbex.ca.gov/data-research/
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For unsubsidized individuals, their  monthly costs  reflect  a variety  of factors, including their age,  the  
region where they reside and the amount of  out-of-pocket costs (deductibles and copayments) in  the 
product and coverage level they choose. For more on  affordability of individual coverage,  see the  
California Health Care Foundation Issue Brief,  Affordability on California’s Individual Market: What  
Policymakers Need to  Know.  

Individuals likely to purchase coverage  outside of Covered California include:  (1)  individuals ineligible for  
state  and federal subsidies  because  of their income, (2) undocumented individuals prohibited by federal  
law from purchasing marketplace coverage, and (3) individuals enrolled in  grandfathered  plans. Outside 
market purchasers also  may  include some Californians unaware  of the availability of federal and state  
subsidies.  By  way of illustration, in  2017, according to  California Health  Interview  Survey (CHIS) data,  
there  were 1.2  million uninsured Californians who were income-eligible to receive federal subsidies.9  

Figure  7  shows the average unsubsidized monthly premium for all products and  age groups, and  2019-
2020  rate changes by metal tier (not  weighted) across  all 19 rating  regions.   

Figure  7. Average Unweighted Premiums and Rate Changes  
2019 to 2020, By Coverage Level (Metal Tier)  

Unsubsidized   

Metal Level  Average Monthly  
Premium - 2019  

Average Monthly  
Premium –  2020  

Average  Rate Change  
2019 –  2020  

Catastrophic $381 $392 2.9% 

High Deductible Plan $445 $477 7.2% 

Bronze $448 $475 6.0% 

Silver $621 $611 -1.6% 

Gold $681 $697 2.3% 

Platinum $868 $899 3.6% 

Source: Covered California, 2019 and 2020  Individual Product Prices for all  Health Insurance Companies.  

Note: This list of average premiums includes all coverage options and product models, such as Preferred Provider Organization (PPO) and 
Health Maintenance Organizations (HMOs) which can vary significantly in price within each metal tier. 

Consumers May Have Options. Covered California emphasizes the opportunity for consumers to “Shop 
and Compare” the health plans within their regions. In most regions, consumers not already enrolled in 
the lowest premium health plan will be able to compare their new premiums with product offerings 
from other companies in the region. 

The ACA made sweeping changes in the rules for individual coverage so that consumers can choose to 
sign up with another health plan without fear of being denied coverage or charged more because of 
their health status or pre-existing condition. 
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Covered California estimates that, using weighted average premiums, consumers willing to switch to the 
lowest cost plan in the same metal tier (same benefits and cost sharing) could save an average of nine 
percent in monthly premiums. 

Although consumers may have the option to switch to another health plan with a lower premium, a 
consumer switching health plans may find they will also have to change health care providers. This is 
because each health plan offers its own network of physicians, hospitals, pharmacies and other 
providers. For example, in most Northern California regions (Regions 1-8 and 9-10), Kaiser Permanente 
is the lowest cost silver plan and operates a closed provider network only available to Kaiser enrollees. 
Individuals in those regions choosing Kaiser to get the lowest price silver product will also have to switch 
to the Kaiser provider network. 

Consumers in those few remaining counties with only one Covered California insurer serving the area as 
described below will not have the option to change health plans. 

Health Plan Choice by Region Improves for 2020 

Covered California also announced that all 11 existing health plans will offer coverage in the 
marketplace again in 2020, with three companies expanding their offerings in the state. The number of 
counties where consumers have only one health plan in Covered California will drop from 15 in 2018 
and 2019 to five in 2020 (See Figure 8). 

Most  Covered  California consumers  will  have at least three companies to  choose  from in their region (87  
percent of  consumers).10  Consumers in a few counties in  three  regions (Regions 3, 13, and  14)  will be  
limited to  only one health  plan choice.11  Nationally, in  2019, 37 percent  of counties had only  one  health  
plan participating in ACA  marketplaces, a drop from 52 percent in  2018.12  

Covered California consumers in  approximately  one-third of the zip codes in El Dorado and Placer 
counties, consumers in  Mono and Inyo counties,  and  some  consumers  in Kern county,  will have only  one  
health  plan  available  in 2020.  Notably, in  2018 and 2019,  the same  five  counties had  only one  health  
plan participating in Covered California, but consumers in 10 additional counties also had  only  one  
health  plan  available to them, including all consumers  in Monterey, San Benito, San Luis Obispo, and  
Santa Barbara counties (See Figure  8).13   

Figure  8. Counties with One  Health Plan in Covered California  
2018-2020 Coverage  Years  

Counties with O ne  
Health Plan,  2018  2019

Counties with O ne  
Health Plan,  2020  

Counties  with One Health 
Plan (partial county)   

2018 and 2019  

Counties with O ne  
Health Plan (partial

county)  2020  
 Inyo
 Mono
 Monterey
 San Benito
 San Luis Obispo
 Santa Barbara

 Inyo
 Mono

 El Dorado
 Fresno
 Kern
 Kings
 Madera
 Placer
 Riverside
 San Bernardino
 Ventura

 El Dorado
 Kern
 Placer

Source: Covered California,  Products by Zip Code  files  for 2018-2020.  
Chart Prepared by Insure the Uninsured Project.  
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Key Takeaways 

This review of Covered California rates, rate changes, and regions for 2020 reveals Covered California to 
be a state marketplace actively negotiating to secure competitive rates and meaningful plan choice. The 
overall average rate increases for 2020 are significantly less than in prior years, so that 84 percent of 
Covered California regions will experience average weighted increases of three percent or less, including 
some that will see premium rate reductions. Many consumers will have more health plan choices. 

California has focused on preserving and expanding the coverage gains made under the ACA through 
aggressive outreach and marketing, an active purchaser ACA marketplace, and state policies aimed at 
maximizing enrollment in public and private coverage, despite federal policy changes aimed at 
undermining or rolling back the ACA. 

In 2020, Covered California will administer new  state subsidies  to  improve affordability in the  
marketplace, especially for  individuals with  very low and moderate income. Covered California  
estimates that the  combination  of new state subsidies and a state-imposed individual mandate penalty  
will result in nearly 200,000 new enrollees in the marketplace.  Significantly,  Covered California currently  
estimates that 88,000 uninsured individuals below  400 percent FPL  will enroll in  the marketplace in 2020  
due to  the state subsidies  and the state individual  mandate penalty.14  

Affordability challenges remain, however. Some individuals receive subsidies but struggle to afford their 
share of the premiums and out-of-pocket costs. Among the approximately one million Californians who 
are not eligible for subsidies some will struggle to pay the full costs of coverage on their own. 

In order to continue making progress toward achieving universal coverage, California needs to continue 
state and local community efforts to enroll and retain individuals in coverage and continue improving 
affordability and access. California policymakers have and should continue to actively monitor federal 
policy changes and potential threats to the ACA and address the challenges through state policies and 
programs whenever possible. 

Notes 

1  The weighted average means that each rate change is multiplied by a value or “weight” before summing to a  
single average. Covered California uses a weighting factor  for each rate that reflects the relative number  
(percentage)  of individuals enrolled in  that health plan product in that region. However, individuals will  experience 
rates that may be substantially higher or lower than the weighted averages depending on their age, the health 
plan product they choose, and the region where they purchase coverage.  
2  Katherine Wilson,  Premium Growth Slows in California’s Individual Market Following ACA  Implementation,  
November 2, 2015. ITUP  calculated the 2011-2013  average  using the data, adjusted for the number of enrollees in 
each year, in the table titled, “California Individual Market  Premium Increases.”  
3  Covered California, Covered California’s Health Insurance Companies and Plan Rates for 2019, August 16, 2018.   
4  California law  implementing the ACA  divides the  state into 19 rating regions  for individual and small group  
coverage, both inside and outside of Covered California.  
5  Covered California, Covered California Releases Regional Data Behind Record-Low 0.8 Percent Rate Change for the 
Individual Market in 2020, News Release, July 19, 2019.  Covered California released its estimate on savings  
associated with the state subsidy prior to the release of the 2020 federal premium caps,  which may impact the  
estimate.  
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6  Katherine Wilson,  State Releases Data on California 2018 Health Insurance Enrollment,  California Health Care  
Foundation,  June 28,  2019, use hyperlink to  associated Document Downloads,  Table 3 –  Individual  Market  
Enrollment  On-Off  Covered  California.  
7  With the passage of the Affordable Care Act, California enacted state legislation in key areas, including 
establishing a state-administered marketplace, benefit  standards and cost-sharing limits,  and detailed rules for the  
offering and sale of private coverage to individuals and small employer groups inside and outside of the  
marketplace. Many California provisions exceed federal requirements, including the requirement that health plans  
in the outside market offer Covered California standardized products at the same rates, if  Covered California 
standardizes its product offerings.  
8  ACA Standards include requiring health plans to accept all applicants regardless of health status, medical history  
or pre-existing conditions; no  coverage or benefit limits because of pre-existing conditions; and no annual or  
lifetime dollar limits on benefits; and coverage of comprehensive benefits (essential health benefits) and offering  
coverage consistent  with metal tier actuarial values.  
9  2017 California Health Interview Survey  
10  Covered California, Covered  California Releases Regional Data.  
11  Covered California, 2020 Products by Zip Code, available online in 2020 Covered California Data.  
12  Rachel Fehr, Cynthia Cox, and Larry Levitt,  Insurer Participation on ACA Marketplaces, 2014  –  2019, Kaiser  Family  
Foundation, November 2018.  
13  Katherine Wilson,  Plan Choice for Covered California Consumers, 2017-2019,  California Health Care Foundation, 
February 27, 2019.   
14  Covered California, California Individual Market Stabilization and Affordability Proposals, June 26, 2019.   
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1. Introduction  

At any one  time,  between 10  and  11 million people have health coverage through an exchange created  

by the Patient Protection and Affordable Care Act  (ACA) (CMS 2018), and approximately 30 million  

people  have  obtained ACA exchange  coverage at some point since their  creation in 2014.1  As a fraction  

of eligible enrollees, however, take-up is  surprisingly low. Approximately 60 percent of individuals who  

are eligible for a federal premium subsidy—and 40  percent of lower income individuals eligible for  

progressive premium and  cost-sharing subsidies—forgo the subsidy and remain  uninsured.2  

This is surprising given the  availability of federal means-tested premium subsidies, which dramatically  

reduces premiums  to obtain benchmark coverage among low-income consumers. For individuals below  

250 percent  of the federal poverty level (FPL), the interquartile range for  net-of-subsidy premiums of a  

Bronze plan in California  in 2019  was $1 to $10  per  member per  month, reflecting an average subsidy of  

$371  per month.3  That so many subsidy-eligible people fail to take-up marketplace  insurance is 

consistent with an extensive literature documenting incomplete participation in benefits  programs  

available to economically  disadvantaged individuals  (Currie 2006).  

One explanation is that consumers do not sufficiently value marketplace coverage. In the individual 

marketplace in Massachusetts, Finkelstein, Hendren and Shepard (2017) find that the take-up rates and 

price elasticities imply a willingness-to-pay (WTP) of marginal enrollees for coverage that is far below 

consumers’ marginal health care costs. Finkelstein, Hendren and Shepard (2017) explore a number of 

potential explanations, ultimately pointing to the availability of uncompensated care as a primary factor 

for why consumers’ marginal health care costs exceeds their measured WTP. 

Evidence from a growing literature on plan choice suggest another potential explanation for the 

surprisingly low measured WTP: informational and behavioral frictions. Consumers’ lack of awareness of 

plan attributes, choice complexity, choice overload and inertia can impact both shopping behavior 

among current enrollees (Ericson et al, 2017) and plan choice (Abaluck and Gruber, 2011; Ketcham et 

al., 2012; Kling et al. 2012, Handel, 2013, Handel and Kolstad, 2015). Such frictions can result in higher 

1  Covered California, which represents approximately  one-ninth of the  US exchange  population,  currently  covers  
1.3 million enrollees,  and  has covered  over  4 million unique  individuals  since  2014.  
2  See  https://www.kff.org/health-reform/state-indicator/marketplace-enrollment-as-a-share-of-the-potential
marketplace-population-2015/  or  https://www.kff.org/uninsured/issue-brief/estimates-of-eligibility-for-aca
coverage-among-the-uninsured-in-2016-october-2017-update/.  



3  The  most affordable  “enhanced”  Silver plan (in which cost-sharing  is substantially  subsidized)  would typically  cost  
these consumers $30 to  $128 per month, reflecting  an average  subsidy  of  nearly  $455 per  month, including the  
cost-sharing  benefit.  
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equilibrium pricing (Ericson, 2014) and  adverse selection welfare loss (Handel,  2013; Polyakova,  2016;  

Handel,  Kolstad and  Spinnewijn, 2018).4  

These studies suggest that  informational and  psychological frictions may also impact  take-up  decisions. 

Finkelstein, Hendren and Shepard (2017) also raise the possibility  that behavioral frictions  contribute  to  

the low measured WTP for exchange coverage. But with  no existing research on the role of frictions in  

insurance take-up,  they are unable to quantify its importance.5  If  found, the presence of  economically  

significant behavioral frictions in enrollment decisions would imply different  policy responses to  

encourage coverage take-up than if under-enrollment were due primarily to  the presence of  

uncompensated care.  

A distinguishing characteristic of studying frictions in enrollment decisions is the potentially  large 

implication  they may have for market  risk, with potentially  ambiguous effects. If  marginal respondents  

to a new policy are sicker—due to severe lack of information about benefits—average market risk may  

increase, leading to higher equilibrium  premiums and welfare loss. On the other hand, if marginal  

respondents  are healthier—as would be the  case if frictions dissuaded healthy  consumers from  

purchasing insurance—average risk  may fall, lowering community-rated premiums,  and bolstering 

market stability. The welfare impact of any intervention depends on the  correlation  between  underlying 

frictions and the  health risk of marginal enrollees. The sign of this  correlation is  particularly important in  

ACA markets, where adverse selection on the extensive margin may result  in more severe welfare loss  

than selection across plans (Chandra, Gruber  and  McKnight,  2011, Hackman, Kolstad and Kowalski,  

2015; Jaffe and Shepard,  2017; Finkelstein, Hendren and Shepard, 2019), potentially destabilizing  

markets  (Handel, Hendel and Whinston, 2015).  Moreover, the impact of any enrollment intervention on  

4  In two  studies  with research  designs most similar to  this study,  Kling  et al.  (2012)  finds  that  enrolled consumers  
presented with  personalized  information  in-person about  savings  from  switching plan respond  by switching to  
plans that generate  cost-sharing  savings over the  year,  while Ericson  et al.  (2017)  finds  that  mail  and email  nudges  
to  shop  as,  well as personalized information about  premium  savings,  sent to  enrolled  consumers did  not lead to  
plan switches, but  did lead to  increased online  shopping, indicating  the  presence  of search and  hassle  costs,  and  
that even  low-touch interventions  can reduce frictions  in part  of the plan renewal  process.  
5  Evidence from means-tested  public  programs  outside  of  health  care  point to behavioral  frictions as  a  potentially  
important factor in  participation  decisions.  In retirement saving programs  and  the earned income  tax  credit  (EITC),  
low  program awareness and  other informational barriers contribute  to low program  participation  (Smeeding  et  al.,  
2000;  Chetty a nd Saez,  2013; Chetty, Friedman and Saez,  2013; Bhargava and  Manoli, 2015). Procrastination and  
inertia deters  participation in employer-matched retirement  savings  (Madrian and  Shae, 2001). And psychological  
frictions  such as inattention, complexity, and hassle  costs  can reduce program  participation in anti-poverty  
programs (Bertrand,  Mullainathan  and Shafir, 2006) and claiming of  EITC  benefits  (Bhargava and Manoli, 2015).  
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risk selection into  the market  can also have important  secondary effects on adverse selection within  the  

market,  due to equilibrium distribution  of risks across plans (Geruso, Leyton and Shepard, 2019).  

In this study,  we conduct a field experiment  to test how reducing informational and behavioral frictions  

impact enrollment decisions and  market risk. We randomly assigned 87,394 California households to  

receive one of five letter interventions,  designed to lower informational and behavioral frictions that  

could  hinder  take-up in Covered California, the state’s health benefits exchange. We examine how these 

interventions impact  enrollment and the average  market risk due  to selection of marginal respondents  

to treatment.  

This study makes several  contributions, building on  recent research on the interaction between 

behavioral frictions and adverse selection in plan choice  (Handel, 2013; Polyakova, 2016; Handel,  

Kolstad and  Spinnewijn, 2018). First, the implications  of reducing  behavioral frictions in  these recent 

studies are based on counterfactual simulations, where frictions are hypothetically removed in order to  

assess equilibrium consequences of  improved choice.  In contrast, this study exploits experimental  

variation in  the reduction  of consumer  frictions using tools available to  policy-makers. Second, we  

combine our  randomized intervention  with administrative data on health risk,  to test how reductions in  

frictions impact  enrollment and average  market risk. To our knowledge, this study is the first to combine 

a policy-relevant intervention targeting  behavioral frictions with health risk data, to identify  potential  

adverse selection implications of frictions in take-up decisions.6  Finally, we provide a  conceptual 

framework for how the  presence of frictions can impact take-up and  measured  willingness-to-pay for 

coverage. We then use our randomized  assignment to estimate how reducing  behavioral frictions  

impacts measured willingness-to-pay.  

We find that  a basic reminder of the  enrollment deadline raised enrollment by  1.3 pp (or 16  percent) in  

this low-uptake population. This evidence is consistent with inattention  having an important role in  

take-up. Among low-income consumers, letters making subsidy and plan  comparison information more 

salient caused  enrollment  to increase by more  than the Basic  Reminder letter, implying that  low-income  

consumers  may face higher costs of acquiring information or higher hassle cost of purchasing a plan,  

causing them to underestimate their subsidy benefits. At  higher incomes (and correspondingly  lower  

6  By  focusing  on frictions in  enrollment  decision, as  opposed  to plan choice, we  are  able  to  study  friction  on  the  
extensive m argin. The potential for extensive m argin adverse se lection  welfare loss in  the  ACA  markets, which are  
subject to  community  rating  and  guaranteed  issue,  is  thought to dominate welfare losses associated with  adverse  
selection  in plan  choice  (Chandra,  Gruber and McKnight,  2011,  Hackman,  Kolstad  and  Kowalski,  2015; Jaffe  and  
Shepard,  2017;  Finkelstein, Hendren  and Shepard, 2019).  
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reported subsidies), take-up was  lower  than in the Basic Reminder group,  consistent  with consumers  

misperceiving subsidy benefits and facing transaction/hassle cost  of purchase.7   

We also find  that  the letter interventions on average induced  healthier  consumers into the market. We 

employ two measures  of  health r isk—expected expenditures based on  prior health  care encounters, and  

a second  measure based  on claims incurred during  the covered year following the intervention. We find  

consistent effects across the two  measures. Conservative results suggest  that the letter interventions  

lowered average spending risk by 5.1  percent,  implying that  marginal respondents to  the letters were 37  

percent less costly to insure  than inframarginal enrollees. Part of  the positive selection is driven by the  

entry of younger consumers, but  most is driven by  take-up among lower risk consumers  conditional  on  

age and region. Age and region are the  only two variables that plans can use adjust premiums,  implying  

that  the positive selection resulted in  greater risk  pooling and potentially reduced adverse selection in  

equilibrium.   

Finally, we  estimate a simple consumer  choice model, which allows for the presence of behavioral 

frictions in  take-up  to impact  measured willingness-to-pay (WTP) for coverage. Reducing the cost of  

acquiring subsidy and  plan  information,  and providing reminders  to enroll, could raise measured WTP. 

On the other  hand, the letters could make relative plan prices more salient, resulting in greater price  

responsiveness and  lower  WTP.  We estimate that  the information provided by the letters  raises WTP 

for insurance  by  $25  to $54  per  month. This is remarkable given that the intervention was a  mailed  

letter,  costing only $0.69  cents. The  “low touch” nature of the intervention, along with its large implied  

value, suggests the presence of residual behavioral frictions  that hinder  take-up. This is consistent with  

the low willingness-to-pay  for insurance  estimated by  Finkelstein, Hendren and Shepard  (2019). And  

while  the availability of  uncompensated care likely contributes  to the gap between WTP and their  

medical costs of marginal enrollees, the  value of the information from our letter intervention  suggests  

behavioral frictions may also explain  why measured  WTP is so low.  

These results  highlight the importance of behavioral frictions—particularly hassle costs of enrollment  

and information search  costs—in determining enrollment and average market risk. The effects of the 

relatively low cost and “low touch” interventions studied here  motivate policies that further target these  

frictions, including more intensive outreach, simpler enrollment processes, and the use of defaults or  

7  As we  discuss below, this result is also consistent with  consumers exhibiting reference  dependence  utility.  
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auto-enrollment.8  Importantly, we find  a notable difference in risk selection for  different subsamples,  

depending on their baseline level of information.  This difference highlights how the  marginal  response 

to an intervention  depends on the baseline risk selection and informational environment.  

The rest of the paper  proceeds as follows. Section 2  describes  the ACA marketplace from  the consumer’s  

vantage point.  Section 3 describes  the field experiment, letter interventions and the study sample. In  

Section 4, we outline our  empirical strategy for identifying treatment  effects on  enrollment and average  

market risk. In section 5,  we present our main estimated treatment effects  on enrollment and market  

risk. Section  6 presents a simple model  describing how behavioral  frictions  can  affect  measured WTP for  

insurance coverage, and estimated  changes in  measured WTP  in response to our letter interventions. 

Section 7  concludes with a  summary of results and a discussion of policy implications.  

2. Background on the ACA Marketplaces and Enrollment Frictions 

A major provision of the  ACA was the establishment  of regulated insurance marketplaces, or  

“Exchanges,”  for the non-group and small group markets made up  of individuals without health  

insurance coverage through a large employer or another public program. Given the complications of the  

individual market  prior to  the ACA—characterized  by  denials of  coverage, complicated products, and  

low rates of enrollment—the ACA sought  to improve affordability, competition  and stability in the 

market through a  number  of regulations on premium setting,  plan design and  subsidy determination.   

To make premiums  more affordable to  consumers with  higher expected  health care costs, insurers  

under the ACA can only vary premiums  for a plan  by  age (and smoking,  in some  states other than  

California), but  the  ratio of premiums for the oldest  to the youngest consumers cannot exceed 3:1.  

Insurers also cannot  deny  coverage to anyone that is  eligible for participation in  the market, a policy  

known as “guaranteed  issue.”9  In addition to regulations on how insurers  can set  prices, there  are also  

standardizing rules on the  plan benefit  designs,  to  minimizing “cream-skimming,” and to simplify  

8 See Shepard (2019) for recent research in the enrollment and risk effects of easing enrollment through auto-
enrollment mechanisms. And as of the submission of this manuscript, legislation was pending in California to 
require outreach and auto-enrollment into Covered California for a large segment of the population studied here 
(the “County Referred” group) (Senate Bill 260, 2019-2020 Regular Session). 
9 Given the evolution of risk over the life cycle, these types of pricing rules can increase consumer surplus (Handel, 
Hendel and Whinston, 2015); however, without other mitigating policies they can also lead to adverse selection 
and instability in the market (Geruso and Layton, 2017). To limit adverse selection, the law mandated that 
individuals be insured. The Tax Cut and Jobs Act of 2017 zeroed out the mandate penalty starting in 2019. 
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consumer decision-making by  minimizing search frictions. For example, all plans must  be classified as  

one of five  metal tiers corresponding to  actuarial value.10  

Numerous  complexities remain in the ACA’s active  choice environment. To ensure that all households  

can afford  coverage, the law also provides progressive premium and  cost-sharing assistance. Generally,  

individuals in  households  with an income between 100 and 400  percent of  the federal poverty level  

(FPL),  and  who do not  have access to  other affordable insurance options (such  as employer-sponsored  

care or  Medicaid)  are  eligible for an Advanced Premium Tax Credit (APTC) for  plans sold on the 

Exchange. The APTC uses a complex formula, based  on projected  income and the distribution of  

premiums offered in a  market. This complexity makes it  difficult  to  anticipate or  communicate how  

much each  product will  cost net of  the premium subsidy. As a result, consumers  generally  need to  use 

an online calculator or complete an insurance application to browse plans and  compare their  net-of

subsidy prices, a process that requires time and effort.11   



Surveys conducted  by Covered California suggest that behavioral frictions  may  be large. Despite 

California’s multi-faceted  approach  to outreach and  marketing (Lee at al.  2017), many uninsured  

Californians do not understand what their subsidy is for coverage on the Exchange (Greenberg, 2017). 

And some  remain unaware of their eligibility for  Exchange  coverage and premium subsidies, particularly  

consumers  transitioning between the state Medicaid program and the exchange (Greenberg, 2017).  The  

potential for  these  behavioral frictions  to impede enrollment motivates efforts  to raise awareness, and  

to reduce  the hassle cost of enrollment.  Moreover, efforts to increase enrollment  may also have  

implications for market risk. On  the one hand,  policy-makers recognize the potential risk pooling 

benefits of increasing enrollment among healthier consumers for  whom the cost—both financial and  

transactional—may exceed their demand for insurance. On the other  hand,  there is  concern that easing  

enrollment among special enrollment populations may raise risk and destabilize  premiums (Eyles and  

Handelman, 2016; Federal Register, 2017a, 2017b).    

10 Plans sold in the California non-group marketplace must adhere to standardized product designs, beyond 
actuarial value, including standardized cost-sharing and deductible profiles within metal tier. The impacts of 
informational interventions reported in this study should therefore be interpreted in the context of heightened 
standardization, designed to foster plan comparison and competition. In Massachusetts, standardization allowed 
consumers to better choose higher value plans (Ericson and Starc, 2016). 
11 Premium credits are reconciled at the end of the year once annual income has been realized. This means that 
even the complex prices determined during the year may change upon filing taxes (which occurs after all health 
insurance has already been purchased and consumed). 
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3 Study Sample and Interventions 

3.1 Study Sample: The Covered California “Funnel”
 

The sampling population for the study is the  “Funnel”  into Covered California, comprised of consumers 


that  had an active  determination of eligibility for Covered California 2016 coverage, but had  not yet
  

selected a  plan. Consumers in  this study  entered the Funnel through two  pathways: 


The first source of  the Funnel was households that applied directly to  Covered California, were  

determined eligible to enroll (and,  if applicable, eligible for subsidies), but  never selected a plan. These  

consumers, who we  henceforth refer to as  “Open  Enrollment Applicants”  were self-selected based on 

interest in marketplace  coverage by virtue of their applying  to Covered California.12  After initiating the  

enrollment process, a household may  not have chosen a  plan for  any number  of traditional  financial  

reasons, such as costs exceeding the benefits from coverage. Failure to follow-through on insurance 

purchase also could have  been  due  to behavioral reasons unrelated to financial  cost-benefit. For  

example, a household might have had difficulty choosing between plan options, been unaware or  

confused about  their amount of subsidy  support; or  they could  have planned  to return later to complete 

the process,  but have forgotten  to  enroll  before the deadline.13  But based on having applied for  

coverage, Open Enrollment  Applicants  were aware of Covered California, and likely to have  previously 

seen information about enrollment deadlines, plan options and potential availability of subsidy benefits.    

The second source of  the  Funnel was prior enrollees from the state Medicaid program who experienced  

a change in their eligibility (for example,  loss of  eligibility due  to an increase in income).  These changes  

could  have been initiated  by the consumer reporting a  change in  circumstances (e.g. income)  to the 

County, but  could also have been  initiated by a County performing periodic re-determination.  

Henceforth,  we refer  to this population as “County Referrals.” Any household that entered  the  Funnel 

by county referral was sent a formal  notice  (letter) from their county informing them of their changed  

Medicaid eligibility and new eligibility to enroll in a plan through Covered California. Depending on their  

incomes and other eligibility conditions,  these  consumers may also have been eligible for subsidies  

through Covered California. Compared to Open Enrollment  Applicants, County Referral households were 

12  These consumers may  have visited  www.CoveredCA.com  and entered  information themselves,  or  could have  
worked  with various  Covered  California Certified Enrollers,  including call  center  employees, licensed insurance  
agents,  navigators, or other  enrollment personnel  certified  by  Covered  California to provide consumer  assistance.  
13 Additionally, some consumers may not have enrolled because they experienced a change in life circumstance 
that causes them to no longer require coverage through the marketplace (e.g. securing new employment that 
included a health coverage benefit). 
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typically at an earlier stage in their engagement with the  marketplace, and likely to  have had less  

exposure to information about plan options, subsidy  benefits, and  subsidy determination.   

Because information  may serve different roles for these two populations, we conduct  much  of the 

analysis separately for Open Enrollment and County  Referral samples, allowing us to  better  understand 

the mechanisms that drive the results. The total size  of the  Funnel prior to open enrollment  was 153,146 

households of which 64  percent were County  Referrals,  and  36 percent Open  Enrollment Applicants.   

3.2 Sample Selection for Randomized Control Trial 

The prior section describes the full set  of households in the  Funnel who were  deemed eligible for the  

study at the time of  treatment assignment. For  budgetary reasons, we reduced the total sample to  

126,182 randomly selected households from the full  Funnel to  be in the study.14  These households were  

then randomized into  the 5 study arms using the method described in Section 3.4. Since  the  time of  the  

treatment randomization,  we became aware that some households were not eligible to enroll in  

Covered California, or did not have valid addresses.  We excluded  these  households to create the final  

study sample. Because treatment assignment was random, these  ex post  exclusions have an identical  

effect on all study arms in  expectation.  We report balance  tests within this final sample in Section 3.4.  

First, we excluded households for whom administrative data reported invalid  ages for any member, as  

invalid ages  would have led to incorrect or  missing premiums reported in subsidy-reporting letters.15  

Next, we excluded households who had incomes below 100 percent of FPL. These households were  

generally ineligible for subsidies in ACA  exchanges, and hence were unlikely to  enroll in an exchange  

plan. We also dropped households that the postal service reported as having moved before the 

experiment,  and for whom we did not have a  current  mailing address. Finally, we excluded  County  

Referral households who  were deemed ineligible for subsidies.16   

14 The 126,182 households were randomly selected in two phases. To guarantee sufficient time to compute 
subsidies and print personalized letters for a sufficient sample by the deadline, we randomly selected 100,000 
households from the Funnel sample as of one month before the enrollment deadline. From the households who 
entered the Funnel over the following two weeks, we randomly sampled (26,182) additional households until we 
exhausted our budget. Note, because later entrants to the Funnel had higher baseline enrollment, take-up rates 
for the “Initial Budgetary Exclusion” group are slightly higher than that of the initial Funnel sample (“All”), reported 
in Appendix Table 1. 
15 Enrollee ages are based on year of birth. Specifically, we excluded 0.5% of households with any member that 
was 100 years or older, or in very rare instances had a negative reported age. 
16 After implementing the original intervention, it was determined in consultation with state program 
administrators that many of these consumers were simultaneously being evaluated for other Medicaid coverage 
options that existed prior to the ACA. For those who qualified–which would have resulted in the consumers being 
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The final sample size after  applying these exclusions is 87,394 households. These exclusions  and their  

impact on  the sample size are reported in Appendix  Table 1. Again, although  these exclusions were 

made after the initial randomization, their impact on each study arm is the same in expectation.17  

The average  age of the study sample is  37 years old and the average income  level is 215 percent of FPL.   

In general, we find the demographic composition of  the study sample to be roughly a mix of the  

uninsured population  in California and  the Covered  CA enrolled population, which is unsurprising given  

the Funnel  definition  stated in the  prior section.  See  the written  Appendix for  a more detailed 

comparison of these populations.  

3.3 Experimental Letter Interventions 

Subjects in the study were  randomized into one of five arms: a  control arm  (arm 1) or one of four 

intervention  arms. Individuals in  the control  arm received no direct  communication beyond the generic  

outreach and state-wide  marketing activities used by  Covered California for all consumers, representing  

status quo interaction with  Funnel consumers.18  The intervention arms received the following letters:19  

•	 Basic Reminder (Arm 2): Reported the open enrollment deadline, and the Covered California
 
website and telephone number where they could shop for plans. 


•	 Subsidy and Penalty (Arm 3): Reported basic reminder information (Arm 2) plus the household’s
 
estimated monthly subsidy and tax penalty, based on their reported income and household size. 


•	 Price Compare (Arm 4): Reported the content of Arms 2 and 3, plus a table listing the Silver and
 
Bronze plans offered in their market, with their net-of-subsidy premium.20
 

•	 Price and Quality Compare (Arm 5): Reported the content of Arm 4, but the table also included 
plans' quality rating. Quality ratings were based on Consumer Assessment of Healthcare Providers 
and Systems (CAHPS) measures. 

found ineligible for marketplace subsidies–these programs were more financially beneficial than purchasing 
unsubsidized plans through Covered California. 
17 We also replicate all analyses using the full post-randomization pre-exclusion sample of 126,182. As expected, 
we find that control group take-up is slightly lower in this sample than in the final study sample, given the inclusion 
of households who are unlikely to take-up; but estimated treatment effects and patterns of heterogeneity are 
nearly identical to those observed for the final study sample. Results are available upon request. 
18 Consumers in all arms, including the control arm, could still have received information through general 
advertising, such as Covered California sponsored newspaper, radio, and television advertisements, or outreach 
conducted by third parties. 
19 Letters in all treatment arms were double sided, accordion style letters. When opened, the large postcard sized 
mailer would unfurl into a four post-card length letter. One side of the letter was uniform across all four letter 
interventions, and reminded the study subject in simple bold typeface about how to enroll, and the January 31, 
2016, enrollment deadline. The opposite side of the unfurled letter varied according to assigned treatment, each 
targeting a specific mechanism, below. Households that indicated Spanish as their primary language received the 
letters in Spanish. Templates of each letter are included in the Appendix. 
20 For low-income consumers eligible for the “enhanced” Silver plan with cost-sharing reductions, the table in the 
letter reported only Silver plans. 
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Each of the four letter interventions was designed to reduce one  or several behavioral frictions that  

potentially impede take-up:   

Inattention  and psychological cost of remembering:  Open Enrollment applicants  had  just a few weeks  

earlier  submitted  income information  and  received an eligibility determination, and were aware of  

existence of  Covered California and its  enrollment process. For these consumers, the Basic  Reminder  

letter provided a reminder  that  targeted inattention,  or the psychological cost of remembering to enroll  

(as opposed  to providing fundamentally new  information).21     

Lack of Awareness  about  Covered California: Consumers who enter the Covered California  Funnel  

through C ounty Referrals (primarily  from  Medicaid disenrollment)  were  likely at an earlier stage of  

engagement  with Covered California for insurance  coverage.  In many cases, they may not have taken  

any direct action personally, and  may have been less informed about the products and prices available 

to them in Covered California. For  this subpopulation, the Reminder Letter  targeted both program  

awareness and inattention.  

Lack of Awareness  of Subsidy and Penalties: Conceptually, we view lack of awareness as rooted in search  

costs. As mentioned in Section 2, subsidy eligibility, as  well as subsidy and penalty levels, are based on a 

complex formula and not easily determined. To reduce the cost of acquiring  this information, the  

subsidy-reporting  letters (Arms 3-5) reported total estimated annual subsidies and penalty for all policy  

members  reported on their initial  application.22   

Lack of Awareness  of Plan  Attributes: Previous studies have shown that making  plan attributes more 

salient leads  consumers  to switch to  lower cost  plans (Abaluck and Gruber, 2011; Kling  et al.  2012) or to  

higher value plans (Ericson and Starc, 2016). The salience reduces the cost of  acquiring plan attributes  

and making plans  easier to compare, and suggests that assisting  consumers in  acquiring this information  

may also  improve  take-up. The Price Compare Letter  lowers  the  cost of  learning  about plan availability 

and  the consumer’s  net-of-subsidy premiums  for plans. Moreover, evidence suggests  that  consumers  

demand higher value, not  just lower  cost (Blumberg  and  Buettgens, 2013; Ericson and  Starc, 2016).   

21 Simple reminders with no personalized information have been shown to improve adherence in other settings, 
such as paying parking tickets (Heffetz, O'Donoghue and Schneider, 2016). Moreover, peak enrollment typically 
occurs just prior to enrollment deadlines, indicating that procrastination may allow inattention to further impact 
enrollment. See Ericson (2017) for a discussion about the interactions between inattention and procrastination. 
22 Subsidy and penalty amounts reported in the letter were based on income and family size on the household 
application and used for the determination of eligibility by Covered California. 
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We assigned  each household in  the study sample to  one of the five study arms, using stratified  

randomization. This method ensured  that we had  balanced the sample on observable characteristics,  

and reduced  variation across treatment groups due  to randomness. The observable characteristics we  

used for stratification were income  category (<150, 150-200, 200-250, 250-400, >400 percent of FPL, or 

missing), race category (Latino or Black vs. all other), Spanish language preference, email eligible, and  

whether the household used an enrollment delegate. The  unit of stratification was the intersection of  

each of  the above five characteristics, creating 80 stratification units. Household within each of the 80  

strata were then randomly assigned  to  one of the five study arms.    

As described in Section 3.2, we imposed several exclusion restrictions after the randomization. 

Randomization ensured that the study arms in the final sample are balanced in expectation. Table 2 

reports how observable characteristics of the final study vary by treatment arms. For all characteristics, 

a joint F-test of equality across arms cannot be rejected at the 0.05 level. The p-value for age is 

marginally significant (at 𝛼𝛼 = 0.1), but as seen in the last column, we cannot reject that average age in 

the control arm is the same as in all treatment arms combined.23 This is evidence that treatment 

assignment is unlikely to be correlated with unobservable characteristics that impact enrollment. 

4. Empirical Strategy 

4.1 Data 

We used three administrative data sources for this study. First, data on applications and enrollment  

from Covered California permitted  us to track plan selection, payment and cancelations  throughout  

2016. Households were considered  to  have taken-up insurance if they paid premiums for a  plan selected  

before  the  open enrollment  deadline.   

We also used two sources  of data on  health spending risk: risk scores from Office of Statewide Health  

Planning and  Development  (OSHPD) Patient Discharge Data and Emergency Department Data,  derived  

using the Chronic Illness and Disability  Payment  System (CDPS), and Verisk risk scores reported  by IBM  

Watson Health (formerly Truven). CDPS  risk scores are based on 2015 hospital  and emergency  

23 Because the unit of observation is the household, age is the average age across all members of the household’s 
policy. The variance in mean household age across households is naturally lower than the variance across 
individuals’ age, resulting in a correspondingly lower p-value. 
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department  encounter  data, and  provide a measure of  prospective  health spending risk for the 2016 

covered year. CDPS risk scores were available for all study participants, irrespective of take-up in study  

year 2016. IBM Watson Health’s Verisk  risk  scores are based on diagnoses inferred from complete  

medical  and  prescription drug claims experienced during  the 2016 enrollment  year, following the  

intervention. As  such, they reflect  concurrent  expected health spending based on claims incurred during  

the study year, and are only available for consumers who took-up  coverage in 2016.   

4.2 Estimation Strategy 

4.2.1. Experimental Impacts on Take-up 

Our  main outcome of interest is take-up of Covered California insurance. We exploit the random  

assignment to treatment  arm to identify the causal  impact of the four letter-based interventions on  

average take-up rate. We estimate:  

                            

  

 

   

  

  

(1)	  𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑝𝑝𝑖𝑖 =  𝛽𝛽0 + 𝛽𝛽1𝑅𝑅𝑇𝑇𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑇𝑇𝑟𝑟𝑖𝑖 + 𝛽𝛽2𝑆𝑆𝑇𝑇𝑆𝑆𝑆𝑆𝑇𝑇𝑅𝑅𝑖𝑖 + 𝛽𝛽3𝑆𝑆𝑟𝑟𝑅𝑅𝑃𝑃𝑇𝑇𝑃𝑃𝑃𝑃𝑅𝑅𝑝𝑝𝑇𝑇𝑟𝑟𝑇𝑇𝑖𝑖 + 

   𝛽𝛽4𝑆𝑆𝑟𝑟𝑅𝑅𝑃𝑃𝑇𝑇𝑒𝑒𝑇𝑇𝑇𝑇𝑒𝑒𝑃𝑃𝑃𝑃𝑅𝑅𝑝𝑝𝑇𝑇𝑟𝑟𝑇𝑇𝑖𝑖 + 𝑥𝑥′𝑖𝑖Γ + 𝜖𝜖𝑖𝑖  

In most specifications, we  include a vector of household level characteristics,  𝑥𝑥𝑖𝑖 , controlling for  family 

size, number  of kids, age, race, language preferences,  marital status, Covered California's age-based  

community-rating premium ratio, and  household income (as percent of the FPL). If balance is achieved  

by the randomization,  their inclusion should not markedly impact  estimated treatment effects, and  

serve primarily to increase precision.  

Because all letter interventions include a reminder about the deadline and Covered California contact  

information,  the  effects of Subsidy+Penalty  (arm 3),  and the effect of the  two plan comparison letters  

(arms 4 and 5), are estimated as the additional impact beyond that  of the Basic Reminder letter,  

captured by  𝛽𝛽1.  In some specifications, we  collapse the  three arms  that report subsidies to differentiate  

between the  basic reminder letter from letters that report personalized subsidy  information. Where  

meaningful, to estimate the  average effect of all letter interventions, we report results when all four  

interventions arms are combined into  a single indicator variable.   

We also examine two key sources of heterogeneity: income and baseline health risk. Income may be 

related to willingness-to-pay for insurance, and determines subsidies. Additionally, choice frictions and 

other search costs may differ by socioeconomic status. Lower income individuals may face greater 

barriers to acquiring information, comparing plans, or following through on purchase, due to language 

barriers, lower education, or stress-related cognitive overload (Mani at al., 2013; Mullainathan and 
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Shafir, 2014; Bhargava, Loewenstein and Sydnor, 2017). On the other hand, higher wage-based value of 

time among higher-income consumers could imply higher time cost of search. To test for heterogeneous 

treatment effects, we estimate equation (1) including interactions between treatment indicators and 

baseline household income.  And to the extent that these information acquisition costs cause consumers 

to form incorrect beliefs about their subsidies in ways related to income (particularly given its steep 

progressivity), then the subsidy-reporting letters may have differential effects on take-up by income. 

We also estimate equation (1) including interactions between treatment arm and baseline risk, as 

measured by the prospective CDPS risk score (which is available for the full study sample, not just those 

who took-up coverage). Positive coefficients on interactions between treatment assignment and 

baseline risk would imply that the marginal respondent to letters on average had higher spending risk.24 

4.2.2. Experimental Impacts on Market Risk 

To estimate explicitly the impact of the letter interventions on average risk of the study sample, we 

regress consumers’ health risk on treatment assignment, conditional on take-up, as in: 

(2)	  𝑅𝑅𝑅𝑅𝑅𝑅𝑇𝑇  𝑆𝑆𝑃𝑃𝑃𝑃𝑟𝑟𝑇𝑇𝑖𝑖 =  𝛽𝛽0 + 𝛽𝛽1𝑅𝑅𝑇𝑇𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑇𝑇𝑟𝑟𝑖𝑖 + 𝛽𝛽2𝑆𝑆𝑇𝑇𝑆𝑆𝑆𝑆𝑇𝑇𝑅𝑅𝑖𝑖 + 𝛽𝛽3𝑆𝑆𝑟𝑟𝑅𝑅𝑃𝑃𝑇𝑇𝑃𝑃𝑃𝑃𝑅𝑅𝑝𝑝𝑇𝑇𝑟𝑟𝑇𝑇𝑖𝑖 + 

 𝛽𝛽4𝑆𝑆𝑟𝑟𝑅𝑅𝑃𝑃𝑇𝑇𝑒𝑒𝑇𝑇𝑇𝑇𝑒𝑒𝑃𝑃𝑃𝑃𝑅𝑅𝑝𝑝𝑇𝑇𝑟𝑟𝑇𝑇𝑖𝑖 + 𝑥𝑥′𝑖𝑖Γ + 𝜖𝜖𝑖𝑖  

The coefficients on  the treatment arms  in equation  (2) capture the impact of the interventions on  

average risk  of the study sample. Along with  the estimated treatment effect on take-up,  the impact on  

average risk  can be used to estimate  the average risk  across respondents to  the treatment.25  Given the  

smaller sample sizes in risk analyses conditional on take-up, we  will report specifications where we  

combine the three subsidy-reporting letter arms into  a single group,  𝑆𝑆𝑇𝑇𝑆𝑆𝑅𝑅𝑅𝑅𝑅𝑅𝑆𝑆  𝐴𝐴𝑟𝑟𝑅𝑅𝑅𝑅.  

For the treatment effects in (2) to capture changes in average risk of the covered study sample faced by 

plans, we weight the households by the number of months they are enrolled. This is to ensure that we 

do not over or underestimate the impact of the letters on average risk, if enrollment duration of 

24 In a separate specification, we interacted treatment arm with age. Carriers are allowed to factor in age when 
setting premiums. Because the age-expected spending profile is steeper than the ACA’s 3-to-1 ratio of the highest 
and lowest age-based premiums (Blumberg and Buettgens, 2013), differential take-up among younger enrollees 
may still lower overall premiums. We find differential take-up among younger enrollees (results are available upon 
request). Below, we show that the majority of the positive risk selection is conditional on age therefore unpriced. 
25 If the interventions also caused some consumers to decrease take-up, then this average risk would correspond 
to the average of all marginal respondents, including households persuaded and dissuaded by the letters to enroll. 
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marginal respondents to treatment—whether healthier or sicker—differs from inframarginal enrollees. 

We also explicitly test for differences in enrollment duration by treatment arm, conditional on take-up. 

5. Results  of  Letter Interventions on Take-up  and Risk  

5.1 Average Treatment Effects on Take-up 

Table 3 reports the overall impact on  take-up, by letter intervention. The average increase in  take-up  

across the four treatment  arms, compared to  the control, is 1.3  percentage points. This is equivalent  to  

an average increase by 16  percent above the control  group take-up rate of 0.081. Overall,  there were no  

differences in take-up across the letter interventions, a finding  we  revisit in sub-group analyses.  

The average impact  for the full sample is essentially  unchanged after controlling for an extensive list of  

household and primary policy holder characteristics (Column 2 vs  1), listed in Section 4.2.1,  and in the  

table notes. We also find  take-up declined steadily  with household income, likely due to the phase out  

of the premium subsidies, which by statute decline at a much higher rate than income rises.26  

As described  in section 3.1, Open Enrollment and County  Referral  applicants differed in their  baseline  

awareness of plan options,  prices  and subsidies available  to them  through  Covered California.27  

Therefore, we report  estimates separately by Open  Enrollment Applicant and  County Referral samples,  

in columns 3  through 8. Consistent with  differences in baseline awareness of  the marketplace, control  

group take-up rates are over 3.5  times  higher for  the  Open Enrollment application sample.  

For the Open  Enrollment sample, the overall impact of the letter  interventions  is 1.6 percentage points,  

or roughly a  13 percent increase (relative to a  control mean of 0.127). We interpret  the Basic  Reminder  

Letter—Arm 2—in the Open Enrollment Applicant  sample as addressing inattention  to the deadline,  

given  that the information provided in  the reminder letter duplicated information consumers  had  

already been exposed to during  their initial active registration. The Basic Reminder increased enrollment  

26 For example, the average single-policy holder at 133 percent of FPL would face an annual net-of-subsidy 
premium of $510; whereas with three times that income, right below 400 percent of FPL (at the threshold of 
subsidy eligibility), the average annual net-of-subsidy premium would be $4,600, or nearly 10 times higher. 
27 County Referral households likely included a mix of consumers at different stages of engagement with Covered 
California: some may have experienced a change in Medicaid eligibility and been counseled about Covered 
California options by a county eligibility worker; others may have received a formal notice of changed Medicaid 
eligibility for the first time, and may not yet have realized Covered California was an option; others may not have 
been seeking marketplace coverage (e.g. due to having since received job-based coverage); while others may have 
resembled Open Enrollment households in that they may have previously applied through CoveredCA.com. 
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by roughly 13 percent. Notably, the impact of interventions that report subsidy and plan characteristics 

are not significantly different than for the Basic Reminder. In the next subsection, we examine 

heterogeneity in the relative effect of the letter interventions, by income. 

For the County referral sample,  the letter interventions increased enrollment by nearly 17  percent  

(relative to control group  mean of 0.036). The treatment effect is slightly larger than for the Open  

Enrollment sample, in part due to the relatively low  baseline enrollment rates  in the County Referral 

group. The low baseline take-up rate is  consistent with  the prior beliefs that county-referred applicants  

were at an earlier stage of  engagement in the Covered California application process, allowing for  larger  

potential impacts of information.28  Indeed, we find that providing additional information beyond the 

reminder leads to higher take-up. The reminder letter increased take-up by (a statistically insignificant)  

11 percent; providing additional subsidy information increased enrollment by 19 percent. While the  

differences across the letter arms are  not statistically different, the patterns are consistent  with lack of  

information impeding take-up among the County Referral sample,  and that  providing more 

information—particularly personalized information  about premium subsidies—further reduced  

information barriers.   

5.2 Heterogeneous Treatment Effects by Income
 

Figure 1 illustrates how take-up rates vary by income, separately for the control, the Basic Reminder arm 


and the subsidy-reporting arms. For the Open Enrollment Applicant sample, in panel (a) of Figure 1,
 

take-up rates for the subsidy-reporting arm falls more steeply than the control and basic reminder arms.
 

At low incomes, take-up is higher for the subsidy-reporting arms than the Basic Reminder arm. But as
 

incomes rise, take-up rates for the subsidy-reporting arms fall below that of the Basic Reminder arm.
 

Table 4 formalizes this by estimating the interaction effects between treatment assignment and income.  

For completeness, we present these results using a linear specification of income (columns 1-3) and 

categorical groups (columns 4-6). Consistent with Figure 1, we find that at the lowest incomes, reporting 

subsidies results in marginally significant but slightly higher take-up than providing the basic reminder 

alone. This is most evident in the Open Enrollment sample (column 5). Surprisingly, as incomes rise for 

the Open Enrollment sample, the take-up rates for the subsidy-reporting arms fall steadily (as seen in 

column 2), and to levels that are lower than in the Basic Reminder arm. The relative effects sizes are 

28 Note that these take-up rates correspond to the enrollment rate of the Open Enrollment and County Referral 
Applicants in the study sample control group, which are lower than the overall program take-up rate in the 
marketplace-eligible population as whole. 
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most evident  in columns 4-5, where the  treatment arms are interacted with income group indicator  

variables. As incomes rise,  take-up rates for the subsidy-reporting  arms fall below that of the  Basic  

Reminder arm, despite enrolling consumers in the Basic Reminder arm eventually observing the same  

subsidy information provided in subsidy-reporting letters.29   

This pattern is consistent  with  Open Enrollment Applicants with higher incomes incorrectly  believing  

their subsidies were higher than in reality; and, in response to  updated information, they were less likely  

than otherwise similar consumers in the Basic Reminder arm to re-initiate and complete the  enrollment  

process. Moreover, the timing of the information appears to  matter: in addition to having incorrect  

priors, consumers  appear to  exhibit a fixed time or hassle cost of re-initiating the enrollment  process.  

Consistent with Currie (2006), fixed time or hassle costs represent  behavioral transaction  costs, which,  

along with the financial  cost of plans,  could contribute to a total cost of purchasing insurance. If so,  

households that received  a negative update about premiums  after  incurring the transaction cost of re-

initiating the  enrollment process (as would be the case for households in the Basic Reminder  arm)  may  

have enrolled at higher rates than households that received a negative subsidy  update  before  re-

initiating the enrollment process (as would be the case in  the subsidy-reporting arms).30   

5.3 Heterogeneous Treatment Effects by Spending Risk 

To estimate the differential take-up by health risk, we estimate equation (1) including interactions 

between treatment assignment and log health spending risk. Results are reported in Table 5. All 

specifications control for region and interactions between treatment arms and the consumer age rating 

29 Δ1, reported at the bottom of the Table 4, reports the additional effect of the subsidy reporting letters over the 
basic reminder at incomes below 180 percent of FPL. Δ2 reports the same difference in treatment effects for the 
250-400 percent FPL segment. The drop in the relative effect of the subsidy reporting letters over the reminder 
letter between consumers in higher income groups and the lowest income group (below 180 percent of FPL) is 
reported as (Δ2 − Δ1). 
30 Intriguingly, these patterns are also consistent with reference-dependence utility, as formalized by Koszegi and 
Rabin (2006). Specifically, Koszegi and Rabin (2006) model an “attachment effect,” where an increase in the 
likelihood of buying (e.g. due to beliefs among higher income consumers in the Basic Reminder arm that net-of 
subsidy prices would be low) increases a sense of loss of not buying, which then increases the willingness to buy at 
a higher price than initially expected (as compared to higher income consumers in the subsidy reporting arms who 
are shown their higher net-of subsidy prices prior to shopping). Without additional interventions that shift beliefs 
about expected prices, or data on plan searching—through insurance brokers or visits to the Covered California 
website—we are unable to distinguish between transaction costs and reference dependence. However, the role of 
inattention (shown by the impact of the Basic Reminder letter in Table 3 as well as the cost of obtaining 
information about program benefits (shown by the differential impact of subsidy-reporting letters by income, in 
Table 4), suggests that fixed costs of remembering to enroll and enrolling at least partly explain this pattern. 
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factor used for age-based premium pricing. Thus, any heterogeneous take-up risk will represent 

selection on spending risk that plans are unable to price in. 

Four major patterns are evident. First, the treatment effects of the letters on take-up are markedly 

stronger among healthier consumers. In the following section, we examine explicitly the impact of the 

letter interventions on average risk. Second, the differential treatment effect among healthier 

consumers is concentrated in the Open Enrollment sample, who are generally aware of the existence of 

health plan and premium subsidies on the Exchange. Consistent with a simple adverse selection model 

with behavioral frictions, sicker Open Enrollment applicants with higher demand for coverage may have 

already incurred the frictional costs associated with shopping and enrolling; and by lowering these 

frictions, the letters may have disproportionately induced marginally healthier consumers into the 

market. By contrast, if the County Referral applicants were typically less aware of marketplace options 

and had a lower overall baseline take-up rate, the letter interventions may have induced both healthy 

and sick consumers into the market. 

Third, the positive health selection effects of the letter intervention are concentrated among lower 

income Open Enrollment consumers. This suggests that lower income individuals may face greater 

hassle cost and frictions associated with remembering to enroll, choosing a plan, and enrolling by the 

deadline. If so, letters that reduce these frictions would magnify the overall enrollment effects among 

healthier consumers. 

Finally, we examine whether the differential treatment effect by health risk is explained by 

heterogeneous treatment effects along observable dimensions that plans are permitted to price in— 

namely, age factors and region. If, for example, the treatment selection effects are embodied in 

differential treatment effects by age, then much of the healthier risk response would be reflected in the 

lower premiums received by plans for younger enrollees. To examine this, we repeat the regression 

specifications of Table 5, but do not include the interactions between treatment arm and the consumer 

age rating factors used for age-based premium pricing. Results are reported in Appendix Table 2. 

Dropping the age rating factor controls leaves the estimated coefficients on the interaction terms 

between treatment and baseline risk largely unchanged, implying that the vast majority of the positive 

risk selection induced by the interventions is not explained by differential take-up by age, but rather by 

unpriced health risk conditional on age. Below, we directly estimate the effect of the intervention on 

average risk, and decompose the effects into priced and unpriced factors. 
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5.4 Impact on Health Spending Risk 

Figure 2 shows the distribution of log risk for the Open Enrollment sample, reported for both the 

prospective and concurrent measures of risk. The distribution of risk among treated households is 

shifted to the left, as compared to the control group, where the shift is more pronounced among low 

income consumers. In contrast, there is no obvious shift in risk for the County Referral sample. 

Table 7 reports  regression estimates of  treatment effects on average prospective CDPS  risk scores 

(equation 2). All regressions are weighed by the number of months each household held  coverage, to  

reflect average risk  experienced by plans.31  Overall, we find that  the letter intervention led to  a 5.1  

percent  decrease in average risk. This implies  that the average risk of the marginal respondent  to the 

letter interventions was 37 percent of the expected  expenditure risk of the average inframarginal  

enrolled  consumer in  the study sample.32   

Consistent with the heterogeneous take-up results by risk reported in Table 5, we find that most of the 

improvement in risk induced by letter interventions appear in the Open Enrollment sample, and among 

lower income consumers. Note that in Panel A, we do not control for age rating factors or region, 

dimensions along which plans can vary premiums. In Panel B, we do control for the age rating and 

indicators for the 19 rating regions. Controlling for these factors mutes the average effect. But 

differences across Panels A and B imply that only 15 percent of the reduction in average risk is explained 

by factors plans can use to vary premiums. 85 percent of the lower health risk induced by the letter 

interventions can be explained by improved risk along dimensions that cannot be priced in. 

Recall that the CDPS risk scores are a measure of prospective risk, and are based on complete in-patient 

hospital and emergency department claims observed in any health facility in the state of California from 

the previous calendar year, irrespective of insurance status. The CDPS risk scores therefore are based on 

comprehensive encounters in hospitals, and available for the entire study sample, allowing for the 

heterogeneous treatment effect analysis reported above. However, the CDPS scores in this study do not 

capture encounters in out-patient settings. This may exacerbate a common concern of many risk 

31 Weighting has little effect on the estimated impact on average risk. We explicitly test for differences in coverage 
duration, by treatment arm. We find that enrollees in the letter intervention arms are covered for a negligible and 
statistically insignificant 3.9 fewer days, compared to a control mean of 8.4 months. For the Open Enrollment 
(County Referral) sample, intervention arm enrollees are covered 1.6 (10.2) days fewer, compared to a control 
mean average of 8.4 (8.5) months. Results are reported in the Appendix. 
32 A 5.1 percent decrease in average risk, given a 16 percent enrollment increase, implies an average risk among 
marginal responders that is 0.630 = (((1 − 0.051) ∗ 116 − 100)/16) of the average risk of inframarginal 
consumers. 
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scores—that they may not adequately account for differences in coverage status when predicting 

insured spending risk. For example, apparently healthy respondents who had been uninsured in 2015 

may have had pent up demand when enrolling in the study year, leading to over-estimated positive 

CDPS risk treatment effects of the letters. On the other hand, healthier respondents who were 

previously uninsured may consume less hospital and emergency department care when covered by a 

plan that manages diseases. 

To address this potential limitation of the CDPS score, we use  a  second measure of risk  based on  

complete realized claims of consumers  enrolled in Covered California during the study year.33  We re

estimate equation (2) on all enrolled consumers using this concurrent risk score. Estimated  coefficients  

capture difference in average risk, by treatment assignment.34  



Table 8 reports the results. We find remarkably consistent  effects across the  two measures of risk.  

Overall, the letters led to  a decrease in average risk  by 6.3  percent. This implies that the average risk of  

the marginal  respondent to the letter interventions  was 46 percent of  the expected expenditure risk of  

the average inframarginal  enrolled  consumer in  the study sample.35  

Here, too, the improved risk is primarily driven by healthier risk selection in the Open Enrollment 

sample, particularly among lower income consumers. For the Open Enrollment sample, the letters result 

in a 10.6 percent reduction in average risk. Controlling for enrollee’ ACA age rating and region of 

residence—the factors plans are able to price into premium—cuts the positive risk effect by 37 percent, 

suggesting that 63 percent of positive risk selection effect would not be priced in. The implied 6.7 

percent reduction in unpriced-in risk among Open Enrollment consumers is consistent with the 5.1 risk 

percent reduction estimated using the CDPS risk score. 

33 Risk scores based on study year claims will naturally reflect both underlying health risk and the enrollees’ choice 
of plan, due to steering and cost sharing. This concern is similar in principle to the concerns about the CDPS risk 
scores, albeit less severe. We also investigate whether letter interventions led to differential take-up across plan 
metal tiers and plan type. We find that the letter interventions do not lead to differences in choice of plan metal 
tier or in choice of HMO or EPO plans. We do find that the consumers who received star quality rating (those 
randomized to intervention arm 5) were slightly more likely to choose a higher quality plan, but this effect was 
small and marginally significant. Results are available upon request. 
34 Concurrent risk scores were reported to us by IBM Watson at the individual level, not household level as with 
the individual-weighted CDPS scores. Regressions using the concurrent scores were thus run at the individual level. 
35 A 6.3 percent decrease in average risk, based on a 16 percent enrollment increase, implies an average risk 
among marginal responders that is 0.543 = (((1 − .063) ∗ 116 − 100)/16) of the average risk of inframarginal 
consumers. 
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The concurrent risk scores also show larger positive risk effects of the subsidy reporting letters as 

compared to the basic reminder, consistent with patterns observed for the CDPS risk score. This 

suggests that marginal respondents to a simple reminder were healthier than the average in the control 

group; and that letters that additionally reported generous subsidies induced even healthier consumers 

into the market, in line with an adverse selection model with behavioral frictions in enrollment. 

Finally, the letter interventions generated statistically insignificant effects on average risk within County 

Referral sample, similar to results using the prospective CDPS risk score. The letter interventions 

evidently induced both healthy and sicker risks into the market. When contrasted with the effect of the 

letters on health risk among the Open Enrollment enrollees, this pattern suggests that prevailing levels 

of consumer awareness and prevailing selection into the market interact with information interventions 

to influence the impact of information interventions. 

6. Behavioral Frictions and Willingness-to-Pay for Insurance  

In this section, we introduce a  parsimonious model  of how behavioral frictions  can impact  take-up  

decisions and measured willingness-to-pay (WTP). Our first objective of the model is  to demonstrate 

how measured WTP for insurance may  be impacted  by frictions. Second, we use this model  to translate  

our experimental results into the  dollar-valued  reduction in consumer  costs targeted by the  

intervention. Assuming that the letter interventions  do not directly alter  consumers’ underlying WTP for  

coverage, the value of  the letters  can be  interpreted as changes in  measured WTP for available  

coverage.36  In  both  the model and estimation, we use the utility from the premium subsidy (APTC) to  

convert expected utility into monetary  units of WTP.  

6.1 Model of Frictions in Insurance Demand 

36 We distinguish between underlying WTP for risk protection and measured WTP for available coverage. We view 
underlying WTP as reflecting a fundamental demand for insurance. Misperceptions about health expenditure risk 
or the value of insurance constitute a source of behavioral bias, and may affect underlying WTP. See Moore and 
Healy (2008) for a review of the literature on misperceptions about the probability of negative events. This study 
takes underlying WTP as given, and quantifies the changes in WTP, as measured by demand estimation, in 
response to experimentally-induced reductions in frictions associated with the enrollment process (e.g. hassle 
costs of remembering to enroll, the search costs of obtaining information about subsidies, plan attributes and plan 
prices). Misperceptions in underlying financial risks could also be targeted by interventions—say, by providing 
information about the financial risks faced by consumers—but were not the focus of this study. 

20
 



 
 

                

                                                            
              

           
                
        
         

          
         

     
       

      
     

          
         

        

Consider household  𝑅𝑅  with  monthly subsidy (ATPC)  𝜏𝜏𝑖𝑖. The indirect  utility 𝑇𝑇𝑖𝑖  of insurance relative  to  

remaining uninsured is:  

(3)  𝑇𝑇 𝑝𝑝
 = 𝐼𝐼𝑖𝑖 − 𝐼𝐼  

𝑖𝑖 − 𝑃𝑃𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 
𝑖𝑖 − 𝑃𝑃𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ + 𝛼𝛼𝑖𝑖𝜏𝜏𝑖𝑖 + 𝜀𝜀𝑖𝑖 

In this specification,  𝐼𝐼𝑖𝑖  represents the utility of all insurance  plans  (excluding  premiums)  available to  the  

household given their  zip  code,37  and  𝐼𝐼𝑝𝑝 
𝑖𝑖  is  the disutility  of  all  plan premiums.38   Equation (3) departs  

from a canonical specification of indirect utility in its inclusion of friction parameters.  𝑃𝑃𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀  

represents  the mental cost of remembering to enroll. This friction is targeted explicitly by the Basic 

Reminder  letter, the  content of which is included in all intervention letters.  𝑃𝑃𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ  represents  

information  search  costs of learning about  one’s subsidy level, which is targeted by subsidy-reporting  

letters.  𝜀𝜀𝑖𝑖  is the idiosyncratic  utility of having insurance  and follows a mean-0 logistic  distribution. The  

household takes up insurance if the indirect  utility  𝑇𝑇𝑖𝑖  exceeds 0. In principle, other frictions could affect  

take-up—e.g. the hassle  cost of enrolling  in a  plan—but are not  explicitly modeled here.39  For this  

reason,  the  estimated value of  our  letters can also be thought of as a lower bound on the dollar  

denominated cost of frictions associated with the  enrollment process.  

In addition, we allow  𝛼𝛼𝑖𝑖, the  effect of subsidies  𝜏𝜏𝑖𝑖  on utility, to depend  on how informed  each consumer  

is about  the level of subsidies.  We model this friction in a reduced-form way such that:  

𝛼𝛼𝑖𝑖 = 𝛼𝛼0  1{𝑅𝑅  𝑅𝑅𝑅𝑅𝑝𝑝𝑇𝑇𝑟𝑟𝑖𝑖𝑇𝑇𝑃𝑃𝑖𝑖𝑒𝑒𝑆𝑆  𝑅𝑅𝑅𝑅𝑖𝑖𝑃𝑃𝑟𝑟𝑅𝑅𝑇𝑇𝑅𝑅}  

𝛼𝛼0  captures the effect  of  the subsidy on  take-up for a  fully  informed consumer, and  represents a  

consumers’ residual misinformation following any  efforts to become more informed, including exerting 

search costs 𝑃𝑃𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ .40  We highlight three types  of consumers to illustrate  the role  of these  frictions in  

37 𝐼𝐼𝑖𝑖 can be thought of as the “inclusive value” derived from a plan choice framework as 𝐼𝐼𝑖𝑖 = 𝐸𝐸[max{𝑇𝑇𝑖𝑖𝑖𝑖 }] where 
𝑇𝑇𝑖𝑖𝑖𝑖 is the utility of each individual plan. Hence, it includes the values of plan attributes such as provider networks. 
38 Note this form of 𝐼𝐼𝑖𝑖 and 𝐼𝐼 assumes additive separability in the utility of plans and plan premiums. In this sense, 
it is a reduced-form representation of the true indirect utility of the bundled choice set 𝐸𝐸[max{𝑇𝑇𝑖𝑖𝑖𝑖 − 𝛼𝛼0𝑝𝑝𝑖𝑖𝑖𝑖 }]. 

𝑖𝑖
𝑃𝑃 

39 Consumers may face additional frictions and search costs. For example, consumers may face high hassle costs of 
enrolling in a plan, apart from remembering to enroll and to compare plans and obtaining true prices. As our 
interventions do not specifically target the ease of enrolling, we do not explicitly model that here, but this 
framework could easily be adapted to include enrollment hassle costs. 
40 For the present purpose, we present a simplified model where all “uninformed” consumers face the same 
residual friction. In reality, the effect of subsidies could be consumer specific, such that 𝛼𝛼𝑖𝑖 = 𝛼𝛼0𝑖𝑖 − 
endogenous effort to incur the cost of becoming informed could depend on unobserved heterogeneous demand 
for insurance, e.g. risk. Similarly, 𝑃𝑃𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 and 𝑃𝑃𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ may be consumer-specific, and efforts to reduce them may 
be correlated with risk and income. The model could then endogenize effort to illustrate the microfoundations of 
adverse selection, and the patterns of positive selection we observe in response to reductions in frictions. As the 
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estimating  the expected value of insurance  in dollars, i.e.  the expected WTP: 1)  the  baseline  case where  

consumers exhibit both  the hassle costs of remembering to enroll  and informational search  costs; 2)  

consumers who face search frictions but are not subject to hassle costs of remembering to enroll; and   

3) consumers who face no  frictions  and  are fully informed, such  that 𝑃𝑃𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 ,  𝑃𝑃𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ, and    all equal 

zero.  Based on common “revealed preference” frameworks, these  three  environments would  generate  

different values  for measured WTP for insurance. Using the notation in equation (3), expected measured  

WTP for coverage in the three cases is:  

𝐼𝐼 − 𝑃𝑃𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 − 𝑃𝑃𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ 
𝑊𝑊𝑇𝑇𝑆𝑆𝐴𝐴𝐴𝐴𝐴𝐴  𝐹𝐹𝑀𝑀𝑖𝑖𝑆𝑆𝐹𝐹𝑖𝑖𝑀𝑀𝐹𝐹𝐹𝐹 = 𝑖𝑖   

𝛼𝛼0 −  

𝐼𝐼𝑖𝑖 − 𝑆𝑆
𝑊𝑊𝑇𝑇  𝑃𝑃 𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ 
𝑆𝑆𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ  𝐹𝐹𝑀𝑀𝑖𝑖𝑆𝑆𝐹𝐹𝑖𝑖𝑀𝑀𝐹𝐹𝐹𝐹 𝑂𝑂𝐹𝐹𝐴𝐴𝑀𝑀 =   

𝛼𝛼0 −  

𝐼𝐼
𝑊𝑊𝑇𝑇𝑆𝑆𝐹𝐹𝑀𝑀𝑖𝑖𝑆𝑆𝐹𝐹𝑖𝑖𝑀𝑀𝐹𝐹𝐹𝐹𝐴𝐴𝑀𝑀𝐹𝐹𝐹𝐹  = 𝑖𝑖   

𝛼𝛼0 

The differences  in  measured WTP due to eliminating  the cost of remembering to enroll; and  the 

difference in  measured WTP due to  eliminating both memory and  information  search costs are:  

𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 
     Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑅𝑅𝑇𝑇𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅) ≡ 𝑊𝑊𝑇𝑇𝑆𝑆𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ  𝐹𝐹𝑀𝑀𝑖𝑖𝑆𝑆𝐹𝐹𝑖𝑖𝑀𝑀𝐹𝐹𝐹𝐹  𝑂𝑂𝐹𝐹𝐴𝐴𝑀𝑀 𝑆𝑆− 𝑊𝑊𝑇𝑇𝑆𝑆𝐴𝐴𝐴𝐴𝐴𝐴  𝐹𝐹𝑀𝑀𝑖𝑖𝑆𝑆𝐹𝐹𝑖𝑖𝑀𝑀𝐹𝐹𝐹𝐹 = , 

𝛼𝛼0

𝑆𝑆𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ−  𝐼𝐼𝑖𝑖
     Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝐼𝐼𝑅𝑅𝑖𝑖𝑃𝑃𝑟𝑟𝑅𝑅) ≡ 𝑊𝑊𝑇𝑇𝑆𝑆𝐹𝐹𝑀𝑀𝑖𝑖𝑆𝑆𝐹𝐹𝑖𝑖𝑀𝑀𝐹𝐹𝐹𝐹𝐴𝐴𝑀𝑀𝐹𝐹𝐹𝐹 − 𝑊𝑊𝑇𝑇𝑆𝑆𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ  𝐹𝐹𝑀𝑀𝑖𝑖𝑆𝑆𝐹𝐹𝑖𝑖𝑀𝑀𝐹𝐹𝐹𝐹  𝑂𝑂𝐹𝐹𝐴𝐴𝑀𝑀 = 𝛼𝛼0 . 

𝛼𝛼0

These equations highlight  two key results. First, removing these frictions  can  have an ambiguous effect  

on measured  WTP. Removing the memory cost  (by, say,  providing effective  reminders) will increase  

measured WTP. However, informing consumers of subsidy and plan information can have an ambiguous  

effect on  measured WTP  even if  information search costs are non-negative.  This is because the second  

term in  the numerator of  Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝐼𝐼𝑅𝑅𝑖𝑖𝑃𝑃𝑟𝑟𝑅𝑅),   𝐼𝐼𝑖𝑖 ,  can offset the first  term. This second term represents  
𝛼𝛼0 

the effect of  updating the  consumer about the subsidy level, and  by changing  𝛼𝛼,   it affects the overall  

present  purpose of  this  framework  is more  simply to estimate h ow WTP changes  in response t o  reductions in  
frictions,  we abstract from this richness.  
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WTP for insurance. For example, if more salient  net-of-subsidy price information effectively  makes  

consumers  more price sensitive in enrollment decisions, measured WTP would  decrease.41  

Second, without accounting for behavioral frictions, an econometrician using demand estimation to 

measure WTP for available plans would confound underlying WTP for insurance with the effects of these 

behavioral frictions. The expressions for Δ𝑊𝑊𝑇𝑇𝑆𝑆, above, capture the potential difference between 

underlying and measured WTP under different frictional environments, as implied by the indirect utility 

model. Distinguishing between an environment where WTP is low and one where WTP is much higher 

but made artificially lower due to the presence of frictions leads to different policy implications. 

6.2 Estimating Changes in  WTP Due to Frictions  

This conceptual framework can be translated for estimation, in order to infer the size of these frictions, 

and their impact on WTP and price elasticity. We exploit experimental variation in the reduction of 

consumer frictions associated with information provided in our letter intervention. Estimated changes in 

WTP reflect only the changes in WTP induced by our intervention, and can be thought of as a lower 

bound on the full influence of frictions on measured WTP. 

As mentioned above, we interpret  the implied value  of the letters  as changes in the WTP for insurance.42  

To estimate the value of reducing these  frictions, we re-write  equation (3) in the  reduced-form:  

(4)    𝑇𝑇 = 𝑥𝑥′𝛽𝛽 𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀 𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀
𝑖𝑖 𝑖𝑖  + 𝛾𝛾  

𝐹𝐹𝑅𝑅 𝑇𝑇𝑅𝑅𝑀𝑀𝑀𝑀𝑖𝑖𝐹𝐹𝑅𝑅 
𝑀𝑀 𝛾𝛾  

𝑅𝑅𝑀𝑀 𝑖𝑖 𝑖𝑖 + 𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀𝑇𝑇 + (𝛼𝛼 𝑖𝑖 + 𝑖𝑖 )𝜏𝜏𝑖𝑖 + 𝜀𝜀𝑖𝑖  

𝑇𝑇𝑅𝑅𝑀𝑀𝑀𝑀𝑖𝑖𝐹𝐹𝑅𝑅 
𝑖𝑖  is an indicator for receiving reminder information (contained in treatment arms  2-5), and hence 

𝛾𝛾𝑅𝑅𝑀𝑀𝑀𝑀𝑖𝑖𝐹𝐹𝑅𝑅  is the value of  getting that  reminder, equivalent  to a  reduction in the cost of remembering to  

enroll,  𝑃𝑃𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 .  Similarly,  𝑇𝑇𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀 
𝑖𝑖  is an indicator for receiving information in a letter with personalized  

subsidies (treatment arms 3-5), and hence 𝛾𝛾𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀    captures the  additional value of  getting that  

information,  equivalent to the additional reduction in the  costs of search,  𝑃𝑃𝑆𝑆𝑀𝑀𝑆𝑆𝑀𝑀𝑆𝑆ℎ . 𝛼𝛼  is the baseline  

price  parameter of a  potentially  uninformed  consumer, equal  to  𝛼𝛼0 −  (which is jointly estimated). 

𝑇𝑇𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀 
𝑖𝑖  also appears in consumers’ response to  subsidies, such that receipt of the subsidy-reporting  

41  Consider a simple  example:  if most  consumers have no  knowledge of  the su bsidies, the m easured  𝛼𝛼  will be close  
to  0  and the measured  WTP will b e  relatively large.  By informing all consumers of  the  subsidy level,  even  if take-up 
increases, the increase in  𝛼𝛼  can cause  the WTP  to  decrease.  
42  We  also make the  simplifying  interpretation  that the value of the letters are derived only from their impact  on  
take-up.  This is sensible g iven  the present  purpose o f  translating  the v alue  of  letters to  changes in  WTP for 
insurance. In principle,  the  letters  could have value beyond those  measured by insurance demand (e.g. by 
improving plan  choice,  or  creating trust in  Covered California, etc.)—value we ignore for  this  exercise.  
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letter offsets  the  effect of  the search friction  contained in the  underlying  consumer price sensitivity,  𝛼𝛼.   

Last,  𝑥𝑥𝑖𝑖  is a vector of household characteristics.    

Under this parameterization, the expressions for changes on  WTP  in response to the interventions are:  

(5)    𝛾𝛾Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑅𝑅𝑇𝑇𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑇𝑇𝑟𝑟) = 𝑅𝑅𝑀𝑀𝑀𝑀𝑖𝑖𝑅𝑅𝑅𝑅  
𝛼𝛼 

𝛾𝛾 −  𝐼𝐼
 (6)    Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑆𝑆𝑇𝑇𝑆𝑆𝑅𝑅𝑅𝑅𝑅𝑅𝑆𝑆  𝐼𝐼𝑅𝑅𝑖𝑖𝑃𝑃𝑟𝑟𝑅𝑅𝑇𝑇𝑖𝑖𝑅𝑅𝑃𝑃𝑅𝑅) = 𝐼𝐼𝑅𝑅𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀  𝑖𝑖.  

𝛼𝛼 

Equations (5) and  (6) provide a  general framework for estimating the change in  measured WTP from 

reducing frictions associated with enrollment. Note that 𝐼𝐼𝑖𝑖  is referenced in (6)  but not in the estimating  

equation (4).43  We further address the implications of  this in the next section with the empirical results.  

In practice, estimating the changes requires exogenous variation in the reduction of these frictions. 

Indeed, the parameters  𝛾𝛾𝑗𝑗  are well-identified in the data using experimental variation in treatment  

assignment. However, estimating both  terms of  𝛼𝛼  is more complicated because APTC (𝜏𝜏𝑖𝑖) varies  with age  

and income in a nonlinear  way, and may be correlated with  unobserved preferences for insurance,  𝜀𝜀. 

And if lower income enrollees also value insurance less, and APTC declines with income, then estimate  

of 𝛼𝛼  may  be downwardly biased, upwardly biasing estimates of  Δ𝑊𝑊𝑇𝑇𝑆𝑆.  

To address this, we estimate the  Δ𝑊𝑊𝑇𝑇𝑆𝑆  terms using two  approaches. Our first approach is to estimate  

(4) directly and use the estimated parameters  to get values for (5) and  (6).  Following Tebaldi (2017), we  

use household level variation in  the APTC conditional  on region, age, and income, to identify  𝛼𝛼. 𝛼𝛼  is  

identified in  the data from how take-up varies with subsidy level,  conditional on a rich set of  control 

variables, including region,  income, average age-based risk in the household (representing per-member  

expected healthcare costs), and the linear interaction of these income and risk  measures.44    

As reported below,  the  implied semi-elasticities from  our estimates of  𝛼𝛼  are consistent with Tebaldi 

(2017), and  more importantly, consistent with  market-wide elasticity estimates identified  off of  

43  The  joint  term  𝐼𝐼𝑖𝑖  –  𝐼𝐼𝑃𝑃 
𝑖𝑖  can be  estimated  as  𝑥𝑥  ’𝛽𝛽 +  2 (𝛾𝛾𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀 

𝑖𝑖  + 𝛾𝛾𝑅𝑅𝑀𝑀𝑀𝑀𝑖𝑖𝐹𝐹𝑅𝑅 ).  Unfortunately, plan utility without  
premiums (  𝐼𝐼𝑖𝑖  ) cannot be  determined in isolation from  this specification.  In our  context,  we estimate     to  be  
approximately  0 so the  impact of 𝐼𝐼𝑖𝑖  in  (6) is negligible.  In  other situations,  𝐼𝐼𝑝𝑝 

𝑖𝑖  (and hence  𝐼𝐼𝑖𝑖) can be approximated 
using the  estimated value  of  𝛼𝛼  and the  set  of premiums in the choice  set.  
44  The re maining variation  in subsidy  level is largely  driven  by  non-linearities  in  how family  size impacts the federal 
poverty line, which is  used in federal  subsidy determination.  Factors that  typically drive  demand for insurance,  
such  as  age, income, and health risk, are controlled for.  Also,  as  noted in Ericson and Starc (2012), prices  may be  
correlated  with unobserved  plan  characteristics. Estimating sensitivity to  subsidies in California’s highly  
standardized  marketplace avoids  this  additional  source  of  endogeneity when estimating sensitivity to  premiums.  
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exogenous discontinuities  in premium present in the pre-ACA  Massachusetts health insurance market  

(Ericson and  Starc, 2015),  but smaller  than recent estimates reported in Shepard (2017), Jaffe and  

Shepard (2017) and Finkelstein, Hendren, and  Shepard (2017). Overall, the consistency implies that the 

bias in  the first method is  not large.45  Nevertheless, the largest semi-elasticity of  the recent  estimates,  

found in Finkelstein, Hendren and Shepard (2019), would imply the smallest change in WTP  due  to the  

letter interventions.46  

Indeed,  outside estimates  of elasticities  in exchange populations  serve as useful benchmarks for our 

WTP estimation. As our second  approach to calculating Δ𝑊𝑊𝑇𝑇𝑆𝑆, we  calibrate our  treatment effects  

reported earlier  using elasticities reported in Finkelstein, Hendren and  Shepard (2019).  That  is, we divide  

our estimated treatment effects  (in  percent)  by  their estimated semi-elasticity.  While  that study  

examines a different state,  the discontinuities in  marketplace subsidies provide  a rigorous source of  

variation that does not exist in ACA markets. The semi-elasticities reported in Finkelstein, Hendren and 

Shepard (2019) are larger than those reported elsewhere.  The resulting estimates of  Δ𝑊𝑊𝑇𝑇𝑆𝑆  are smaller  

than  those using our first strategy, and serve as the lower  end of our  preferred range of estimates.   

6.3 The Estimated Value of Letters and Changes in  Measured WTP  

This section reports the empirical results of estimating the effects reducing frictions on  measured WTP.   

In Table 8, we present  the estimated coefficients from equation (4).  In column (1), we  estimate this  

model on the full sample.  The largest effect comes from the reminder letters, where  the  positive  

coefficient implies increases in WTP due  to receipt of reminder information.  Estimates of  𝛾𝛾𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀  and    

are statistically insignificant.  In particular,  the  estimate for    is  also  economically insignificant,  

45  Ericson  and Starc (2015) use  discontinuities in pricing at age  thresholds  in the  Massachusetts exchange, and 
report  a  semi-elasticity  of  -0.35 for  a  $100  premium  increase  for  the full  sample,  similar to our implied  semi-
elasticity  of  -0.4.  Finkelstein,  Hendren and Shepard (2019) use  discontinuities in the  subsidy design in 
Massachusetts  to identify  the effect of subsidies  on take-up, and report  a  larger semi-elasticity  of  -0.25 for  a  $40.  
Robustness in our estimates of  𝛼𝛼  and  WTP across various specifications of  risk and  income,  and the sim ilarity  in our 
semi-elasticities  to those  estimated  for  Massachusetts, indicate that our  model  is  not  greatly  impacted  by  this  bias.  
46  Note  that th is  approach  is still subject  to bias in our estimates of  .  While  𝑇𝑇𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀 

𝑖𝑖  is randomly  assigned,  the  
interaction term  𝑇𝑇𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀 

𝑖𝑖 ∙ 𝜏𝜏𝑖𝑖,  which  captures the  additional  effect of 𝑇𝑇𝐼𝐼𝐹𝐹𝐼𝐼𝑀𝑀𝑀𝑀𝑀𝑀 
𝑖𝑖
  for larger values  of 𝜏𝜏𝑖𝑖 ,  in equation (4)  

is  not,  and may be  correlated with unobserved  factors affecting  demand.  .  To the  extent our  estimates    are 

biased,  they are likely  positively biased,  resulting in  underestimates of  Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑆𝑆𝑇𝑇𝑆𝑆𝑅𝑅𝑅𝑅𝑅𝑅𝑆𝑆  𝐼𝐼𝑅𝑅𝑖𝑖𝑃𝑃𝑟𝑟𝑅𝑅𝑇𝑇𝑖𝑖𝑅𝑅𝑃𝑃𝑅𝑅). Indeed, 
 
results  in Section 5 suggest  that  larger values  of  𝜏𝜏𝑖𝑖  (lower income and age) are likely to b e correlated with higher 
 
frictions  (and  higher  additional  increases in  indirect  utility  at higher levels of  𝜏𝜏𝑖𝑖),  resulting in  overestimates of  , 
 
and underestimates  of Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑆𝑆𝑇𝑇𝑆𝑆𝑅𝑅𝑅𝑅𝑅𝑅𝑆𝑆  𝐼𝐼𝑅𝑅𝑖𝑖𝑃𝑃𝑟𝑟𝑅𝑅𝑇𝑇𝑖𝑖𝑅𝑅𝑃𝑃𝑅𝑅). 
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suggesting that  for the full  sample, the  subsidy-reporting information did not  meaningfully alter  

consumer sensitivity to  subsidies  for take-up.   

In column (2) (and all  even columns), we make the simplifying assumption that   = 0.   Doing so  

simplifies  the  estimation of  Δ𝑊𝑊𝑇𝑇𝑆𝑆  since it no  longer depends on  𝐼𝐼𝑖𝑖  as noted earlier.  Because estimates 

of   are neither economically nor statistically different from 0 in any  specification, we use even  columns  

as our primary measures of  Δ𝑊𝑊𝑇𝑇𝑆𝑆  in each subpopulation.  At the  bottom  of the  table,  we report the  

estimates for the impact of the interventions on expected WTP for  the  consumer receiving the mean  

subsidy  in  the study sample.  We find  that the effect of the  letters  on the total  expected WTP for  

insurance  is $54 per  month for the full sample.  Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑅𝑅𝑇𝑇𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑇𝑇𝑟𝑟)  is estimated to be  $51,  suggesting 

that the primary increase in WTP is attributed to  the  reminder. The additional effect of informing  

consumers about  their subsidies is to increase WTP  by  $2.61, which  while positive, is economically  small  

and not statistically  different from 0.   

As mentioned earlier, our  estimates of  Δ𝑊𝑊𝑇𝑇𝑆𝑆  may be positively biased  given potential underestimation  

of 𝛼𝛼. At the bottom of  Table  8, we report  estimated  changes in WTP using our second approach— 

calibrating  Δ𝑊𝑊𝑇𝑇𝑆𝑆  to semi-elasticities reported by Finkelstein, Hendren and Shepard (2019).  Using this  

method, so we calculate  Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑅𝑅𝑇𝑇𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑇𝑇𝑟𝑟  𝐿𝐿𝑇𝑇𝑖𝑖𝑖𝑖𝑇𝑇𝑟𝑟)  and  Δ𝑊𝑊𝑇𝑇𝑆𝑆(𝑆𝑆𝑇𝑇𝑆𝑆𝑅𝑅𝑅𝑅𝑅𝑅𝑆𝑆  𝑅𝑅𝑇𝑇𝑝𝑝𝑃𝑃𝑟𝑟𝑖𝑖𝑅𝑅𝑅𝑅𝑅𝑅  𝐿𝐿𝑇𝑇𝑖𝑖𝑖𝑖𝑇𝑇𝑟𝑟𝑅𝑅)  to be  

$24.55  and $0.39, respectively, or approximately half the point estimates from our estimation method.   

Similar patterns are observed for the full Open  Enrollment sample, in  columns (3) and (4).  In  columns (5) 

and (6) we report estimates for Open Enrollment Applicants  below 180 percent  of FPL,  for whom we  

observed the  largest effects on enrollment and positive risk selection. As expected, price sensitivity,  𝛼𝛼,  is  

much higher  for the low income sample. For this sample, the dominant  effect of the letters was also to  

raise WTP through the reminder.  However,  the subsidy  information  appears to have also increased  WTP  

substantially.  The  effect of  providing  subsidy information for this low income population was to raise 

measured  WTP for insurance  by $17.  While  the estimate for    in  column (5) is  larger in magnitude, it is  

still statistically and economically  close  to 0.  

For the County Referral population,  the  net  effect of  the letters raised WTP by (a  statistically 

insignificant)  $37, with larger effects observed for the  subsidy information and for lower income  

consumers. This larger  point estimate  for the subsidy information  makes sense given the relatively low  

baseline awareness of program subsidies among consumers who are recently  transitioning  from 

Medicaid,  particularly lower income  consumers who are eligible for larger premium subsidies. However,  
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the overall lower increase in WTP in the County Referral segment likely reflects the persistent lower 

levels of program awareness and hassle costs of enrollment, necessitating more intensive interventions 

to counter frictions in the market. 

From a policy perspective, we can also interpret these results in subsidy equivalent units.  That is, 

providing the letters has the same effect as increasing the monthly subsidy $25 to $54. Given the low 

cost of mailing these letters, this is a large benefit for a program aimed at increasing rates of coverage. 

To put these estimates in context, Finkelstein, Hendren and Shepard (2019) reports a median overall 

WTP for insurance among marketplace eligible consumers of around $100, compared to an average 

monthly cost of coverage of $420. Their estimated WTP distribution implies that half of eligible 

consumers would not take-up when offered a subsidy equal to 75 percent of premiums, and 20 percent 

would not take-up with a 90 percent subsidy. The marginal consumer offered a 90 percent subsidy has a 

WTP of $40. Whether using the calibrated estimate of $25 per month, or internally estimated $54 per 

month, estimated increases in WTP associated with reduced frictions generated by a passive letter 

intervention represents a significant portion of the gap between measured WTP and net-of-subsidy 

costs. The low touch nature of the intervention also suggests that residual frictions may play a significant 

role in uninsurance. These include persistent lack of awareness of plan and subsidy benefits, as well as 

frictions associated with enrollment itself. Naturally, underlying WTP may also be subject to 

misperceptions about risks (Moore and Healy, 2008), misunderstanding about insurance design 

(Bhargava, Loewenstein and Sydnor, 2017), the availability of uncompensated care (Finkelstein, Hendren 

and Shepard, 2019), or distaste for public marketplace insurance (Lerman, Sadin and Trachtman, 2017). 

7. Conclusion  

This study documents  the  existence of  economically  significant behavioral frictions in health  care  

enrollment. We find evidence that both inattention  and information search  costs reduce take-up rates in  

ACA markets, and  that  relatively inexpensive  “low touch” informational interventions that lower  

inattention and informational search costs can improve take-up.  Moreover, the marginal enrollee 

induced to enroll by the intervention is lower risk than inframarginal enrollees, contributing to lower  

average market risk, the majority of which  are unobserved, or  by statute,  cannot be  priced in  by  plans.    

Notably, positive selection effects were  observed only in the Open Enrollment Applicant sample,  

highlighting the importance of baseline  informational environment and risk selection when projecting  
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potential selection effects of an intervention. Our evidence suggests that the marginal respondent to 

letters that reduced search costs and behavioral frictions in the relatively better-informed Open 

Enrollment sample was healthier, conditional on age. This pattern is consistent with a model of adverse 

selection where sicker consumers have already incurred both behavioral and financial cost to enroll 

without any intervention, and where lowering frictions induced healthier consumers into the market. 

County Referral households were likely less familiar with plan options and available subsidies. As a 

result, they had lower levels of baseline take-up, and marginal respondents from this group to letters 

reducing frictions comprised both low and high risk consumers. 

Overall, the letters raised overall enrollment in the study population by 1.3pp, or 16 percent. Using a 

structural demand model to translate these effect sizes, we find that the letters raised measured WTP 

for insurance by the equivalent of $25 to $54 in the monthly subsidy for this sample. Given recent 

estimates of willingness-to-pay for marketplace insurance on the order of $100, our estimates suggest 

that measured willingness-to-pay for insurance is substantially impacted by frictions, and that revealed 

preference-based approaches will underestimate the standalone value of insurance in the presence of 

frictions in enrollment. Recent studies also conclude that increasing subsidies may play a limited role at 

raising enrollment. While our study is consistent with low estimates of WTP among marginal enrollees, 

our findings also suggest that pairing subsidies with efforts to inform consumers and to simplify 

enrollment may increase enrollment substantially more than through subsidies alone. 

Moreover, the implied increase in willingness-to-pay in response to a low-touch intervention highlights 

the potential for further reducing behavioral frictions in order to increase enrollment and improve 

market risk. More intensive outreach and education with personalized information, particularly among 

more highly-subsidized consumers, could raise enrollment. Stronger evidence from our study supports 

simplifying enrollment processes. This could involve reminder emails with easy links to enrollment, or 

reminder letters with prepaid mail-in enrollment forms. Default enrollment, or auto-enrollment, would 

further reduce the hassle cost of enrollment. Indeed, in recent research, Shepard (2019) finds positive 

enrollment and selection effects of easing enrollment through auto-enrollment in Massachusetts. 

Finally, heterogeneity in treatment effects between Open Enrollment and County Referral samples 

reported throughout the study highlights the need for policymakers to consider the population of 

interest when extrapolating these results beyond this study. Our results suggest that the enrollment and 

positive risk selection effects were larger in the Open Enrollment sample, where prevailing level of 

consumer awareness could have induced adverse selection, allowing for positive selection in response 

28
 



 
 

     

   

 

    

     

 

   

    

     

        

    

      

    

 

  

   

  

    

    

 

 

 

 

 

 

 

 

 

 

 

to the intervention. In contrast, we find null effects on risk for the relatively less-informed Medicaid-

transitioning population. Despite not generating positive risk selection, the null effects of the letters for 

the County Referral segment allay concerns that easing enrollment among special enrollment 

populations may raise risk and destabilize premiums (AHIP, 2016; Federal Register, 2017a, 2017b). Our 

results also suggest that interventions beyond marginal reductions in frictions may generate larger 

positive selection effects, as marginal respondents become healthier. 

Note that the results of this study occurred from a relatively low-cost intervention in a marketplace 

environment in which paid marketing to promote enrollment was relatively widespread. Applied to 

other marketplaces that begin with a lower baseline level of outreach, a similar intervention might result 

in greater impacts (to the extent that personalized letters might act as a primary reminder of deadlines 

or source of information about plans and benefits), or lesser impacts than those observed in California, if 

treatment effects described in this study depend on the other marketing and outreach already in place. 

Our findings are particularly relevant in light of recent regulatory actions to defund ACA marketing, such 

as a 90 percent reduction in advertising, and a 40 percent cut in navigator programs, in the federally-

facilitated marketplaces (Goodnough and Pear, 2017; Lodes, 2017). More generally, the design of the 

ACA follows recent movements in publicly-financed insurance, such as Medicare Advantage and Part D, 

in which choice is devolved to individuals, fostering competition among private insurers and providers. 

Success of this model depends on how well individuals make health insurance decisions, raising the 

importance of developing policies that improve consumer decision-making in health care. 
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Notes: Figure 1  plots  kernel  regressions of 2016  take-up of Covered California insurance against  household income  
(percent of FPL), by treatment assignment. Figure (a)  restricts  the sample to the Open Enrollment sample, while the  
sample in Figure (b) is restricted to the County Referral sample.  

Figure 2. Average Risk by Treatment, Among Enrolled 
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Notes: Figure 2 plots the kernel densities of the ln(risk score)  for the full study sample, separately for the control group  
and the combined intervention  arms. Figures (a) and (b) report the CDPS prospective risk scores based on  diagnoses 
from 2015 hospital  and emergency department  encounters (truncated at 0.5). (c) and (d) use  concurrent risk scores 
based on full claims realized during the 2016 plan year following the intervention. Appendix Figures 1-2 displays kernel  
densities, separately for the open enrollment and country referral samples. Appendix Figure 3 compares the  
distribution of  risk of the basic reminder  arm  to the  subsidy-reporting arms.  
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Table 1. Demographics of Each Population 
Study Sample 

(1) 
Covered CA 2015 

(2) 
Uninsured 2015 

(3) 
HH Age (mean) 36.96 41.74 35.71 
SD of HH Age 14.27 13.25 12.41 
FPL (FPL<400) 215.23 210.49 211.52 
SD of FPL 65.29 66.44 78.92 
FPL > 400 (share) 0.21 0.10 0.19 

Male (share) 0.47 0.48 0.56 
Female (share) 0.53 0.52 0.44 
White (share) 0.25 0.32 0.23 
Latino (share) 0.43 0.21 0.35 
Asian (share) 0.13 0.17 0.10 
Black (share) 0.04 0.02 0.04 

Table 1 reports household-level income and demographic characteristics of the study 
sample, the 2015 California subsidized marketplace (Covered California), and the 2015 
uninsured population in California. 

Table 2. Summary Statistics, by Arm 

Control 

(1) 

Reminder
Only 
(2) 

 
Treatment Arm 

Subsidy 

(3) 

Subsidy+ 
Price  

(4) 

Subsidy+ 
Price+Qual 

(5) 

Total 

(6) 

P-value 
All arms 

(7) 

P-value 
Arm 1 

(8) 
Letter FPL 212.40 211.98 212.45 211.89 212.52 212.25 0.86 0.74 
Actual FPL 207.04 206.71 206.49 206.39 206.98 206.72 0.89 0.51 
White 0.259 0.258 0.261 0.260 0.254 0.258 0.62 0.77 
Latino 0.426 0.427 0.432 0.425 0.430 0.428 0.62 0.58 
Asian 0.122 0.124 0.121 0.125 0.123 0.123 0.79 0.64 
Black 0.046 0.047 0.042 0.046 0.046 0.045 0.33 0.52 
Spanish lang. 0.167 0.169 0.167 0.167 0.170 0.168 0.89 0.60 
HH Size 1.396 1.391 1.396 1.395 1.393 1.394 0.96 0.76 
Married 0.488 0.480 0.480 0.480 0.481 0.482 0.52 0.08 
HH Age (mean) 37.69 37.90 37.59 37.60 37.46 37.65 0.06 0.65 
CDPS Risk Score 0.412 0.414 0.417 0.412 0.405 0.412 0.85 0.96 
HH Risk Ratio 1.99 2.01 1.99 1.99 1.98 1.99 0.57 0.97 
Sample Size 17378 17431 17521 17509 17555 87394 

Table 2 reports income and demographic characteristics reported in the administrative data, for the final study 
sample, by treatment arm. Column (7) reports the p-value on the null that the mean across all arms are equal. 
Column (8) reports the p-value on the null that the control group mean is equal to the rest of the sample. 



 
 

 

 

Table 3. Average Treatment Effects on Take-up 
Panel A: OLS 

Funnel Sample All 
(1) (2) 

Open Enrollment 
(3) (4) (5) 

County Referral 
(6) (7) (8) 

Arm2345: All Letters 0.013*** 0.011*** 0.016*** 0.006*** 
(0.002) (0.002) (0.004) (0.002) 

Arm2: Reminder 0.017*** 0.017*** 0.004 0.004 
(0.005) (0.005) (0.003) (0.003) 

Arm345: Subsidy Reporting 0.016*** 0.007*** 
(0.004) (0.002) 

Arm3: Subsidy-Penalty 0.019*** 0.007** 
(0.005) (0.003) 

Arm4: Price Compare 0.012** 0.006** 
(0.005) (0.003) 

Arm5: Price-Quality Compare 0.015*** 0.006** 
(0.005) (0.003) 

Control Group Take-up Rate 0.081 0.081 0.127 0.127 0.127 0.036 0.036 0.036 
Controls and Region FE N Y Y Y Y Y Y Y 
Observations 87,394 87,394 44,248 44,248 44,248 43,146 43,146 43,146 
R-squared 0.000 0.055 0.035 0.035 0.035 0.018 0.018 0.018 

Panel B: Logit 
Entry Sample All 

(1) (2) 
Open Enrollment 

(3) (4) (5) 
County Referral 

(6) (7) (8) 
Arm2345: All Letters 0.158*** 0.147*** 0.142*** 0.160** 

(0.031) (0.032) (0.036) (0.064) 
Arm2: Reminder 0.151*** 0.151*** 0.104 0.104 

(0.045) (0.045) (0.081) (0.081) 
Arm345: Subsidy Reporting 0.138*** 0.179*** 

(0.037) (0.066) 
Arm3: Subsidy-Penalty 0.168*** 0.197** 

(0.045) (0.079) 
Arm4: Price Compare 0.110** 0.163** 

(0.045) (0.080) 
Arm5: Price-Quality Compare 0.136*** 0.176** 

(0.045) (0.080) 

Controls and Region FE N Y Y Y Y Y Y Y 
Observations 87,394 87,394 44,248 44,248 44,248 43,146 43,146 43,146 
R-squared 0.000 0.055 0.035 0.035 0.035 0.018 0.018 0.018 
Table 3 reports OLS treatment effects of letter interventions on take-up of 2016 open enrollment coverage. 
Columns (1)-(2) are estimated on the full study sample. Columns (3)-(6) and (6)-(8) restrict the sample to the 
Open Enrollment and County Referral samples, respectively. In all columns except for column (1), the regression 
includes household level controls, including family size, number of kids, age, race, language preferences, marital 
status, Covered California's age-based community-rating premium ratio, and household income (as percent of 
the FPL). Panel B reports analogous regression results of a logit specification. Robust standard errors in 
parentheses. *** p<0.01, ** p<0.05, * p<0.1 



 
  

 

 

Table 4. Treatment Effects on Take-up, by Household Income 
Funnel Sample All 

(1) 
OE 
(2) 

County Ref 
(3) 

All 
(4) 

OE 
(5) 

County Ref 
(6) 

Arm2: Reminder Arm 0.002 0.026 -0.009 0.006 0.023* -0.002 
(0.011) (0.022) (0.010) (0.005) (0.012) (0.005) 

Arm345: Subsidy Arms 0.018** 0.051*** -0.003 0.013*** 0.033*** 0.003 
(0.009) (0.018) (0.008) (0.004) (0.010) (0.004) 

Arm2*FPL (x100) 0.004 -0.002 0.006 
(0.005) (0.009) (0.004) 

Arm345*FPL (x100) -0.003 -0.015** 0.005 
(0.004) (0.007) (0.003) 

FPL in [180, 250] -0.002 -0.000 -0.005 
(0.005) (0.012) (0.005) 

FPL in [250, 400] -0.011 -0.008 -0.010 
(0.008) (0.015) (0.008) 

Arm2 x FPL in [180, 250] 0.008 -0.004 0.013* 
(0.007) (0.016) (0.007) 

Arm345 x FPL in [180, 250] -0.003 -0.020 0.005 
(0.006) (0.013) (0.005) 

Arm2 x FPL in [250, 400] 0.009 0.000 0.007 
(0.008) (0.016) (0.007) 

Arm345 x FPL in [250, 400] -0.004 -0.025** 0.007 
(0.007) (0.013) (0.006) 

Constant 0.176*** 0.160*** 0.044*** 0.167*** 0.155*** 0.035*** 
(0.010) (0.021) (0.009) (0.010) (0.019) (0.009) 

Δ1 = βArm345 -βArm2 0.007* 0.010 0.005 
P-val: (Δ1) 0.090 0.306 0.121 
Δ2 = βArm345 x FPL[250,400] -βArm2 x FPL[250,400] -0.013* -0.020** -0.001 
P-val: (Δ2) 0.057 0.049 0.925 
Δ2 - Δ1 -0.020** -0.030* -0.006 
P-val: (Δ2 - Δ1) 0.044 0.097 0.559 
Controls and Region Dummies Y Y Y Y Y Y 
Observations 75,495 32,698 42,797 75,495 32,698 42,797 
R-squared 0.064 0.039 0.018 0.065 0.039 0.018 
Table 4 reports heterogeneous treatment effects by income. Columns (1)-(3) include an interaction between treatment assignment and linear income. Columns  
(4)-(6)  include  a  non-parametric income  specification.  Δ1 reports the additional  treatment effect of the Subsidy Reporting arms over the reminder-only letter for  
the <180  FPL  segment.  Δ2  reports  the same effect  for  the 250-400  FPL  segment.  (Δ2 - Δ1) reports the difference in the relative effects. All regressions control for  
household level characteristics listed in Table 3. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 



Table 5. Heterogeneous Treatment Effects, by Baseline Risk (Controling for Age Factors and Regions) 
Funnel Sample 

Income Sample 
All 
All 

(1) (2) 

Open Enrollment 
All 
(3) 

All 
(4) 

≤180 FPL 
(5) 

180-250 
(6) 

>250 FPL 
(7) 

All 
(8) 

County Referral 
All 
(9) 

≤180 FPL 
(10) 

180-250 
(11) 

>250 FPL 
(12) 

Arm2345: All Letters  0.008 0.002 0.010 
(0.008) (0.015) (0.007) 

Arm2: Reminder 0.013 0.008 0.025 0.030 -0.003 0.017* 0.030** 0.010 -0.006 
(0.010) (0.019) (0.044) (0.040) (0.025) (0.009) (0.014) (0.017) (0.015) 

Arm345: Subsidy Arms 0.007 0.000 0.018 -0.006 -0.003 0.008 0.021* 0.001 -0.011 
(0.008) (0.015) (0.035) (0.033) (0.020) (0.007) (0.011) (0.014) (0.012) 

Age Rating 0.017*** 0.017*** 0.012** 0.012** 0.041*** 0.032** 0.000 0.019*** 0.019*** 0.021*** 0.022*** 0.006 
(0.003) (0.003) (0.006) (0.006) (0.015) (0.014) (0.007) (0.003) (0.003) (0.005) (0.006) (0.005) 

ln(CDPS Score) -0.005* -0.005* 0.003 0.003 -0.003 -0.004 0.008 -0.005** -0.005** -0.008** -0.004 -0.000 
(0.003) (0.003) (0.006) (0.006) (0.013) (0.012) (0.009) (0.003) (0.003) (0.004) (0.005) (0.006) 

Arm2345 x ln(CDPS Risk) -0.009** -0.021*** 0.001 
(0.003) (0.007) (0.003) 

 

 

Arm2 x ln(CDPS Risk) -0.008* -0.018** -0.027 -0.017 -0.012 0.003 0.010* -0.001 -0.008 
(0.004) (0.009) (0.020) (0.017) (0.013) (0.004) (0.006) (0.007) (0.007) 

Arm345 x ln(CDPS Risk) -0.009** -0.021*** -0.033** -0.021 -0.014 0.000 0.004 -0.002 -0.004 
(0.004) (0.007) (0.015) (0.014) (0.010) (0.003) (0.005) (0.006) (0.006) 

Arm2345 x Age Rating -0.005 -0.008 -0.002 
(0.004) (0.006) (0.004) 

Arm2 x Age Rating -0.007 -0.008 -0.024 -0.022 0.002 -0.007 -0.013** -0.001 0.001 
(0.005) (0.008) (0.021) (0.019) (0.010) (0.004) (0.006) (0.009) (0.008) 

Arm345 x Age Rating -0.004 -0.007 -0.019 -0.006 -0.003 -0.001 -0.008 0.004 0.011* 
(0.004) (0.007) (0.017) (0.016) (0.008) (0.004) (0.006) (0.007) (0.006) 

Constant 0.053*** 0.053*** 0.117*** 0.116*** 0.116*** 0.082** 0.120*** 0.008 0.008 0.008 -0.005 0.034** 
(0.009) (0.009) (0.016) (0.016) (0.037) (0.034) (0.021) (0.008) (0.008) (0.013) (0.014) (0.017) 

Observations 86,876 86,876 44,029 44,029 9,783 12,169 22,077 42,847 42,847 18,977 15,756 8,114 
R-squared 0.004 0.004 0.003 0.003 0.009 0.007 0.002 0.008 0.008 0.006 0.010 0.018 
Table 5 reports heterogenous treatment effects on take-up, by baseline health spending risk. Risk is measured using the CDPS prospective risk score, 
based on diagnoses from 2015 hospitalizations and emergency room encounters. Column headers note sample specifications. All regressions control 
for ACA age-based community-rating premium ratio and region. Appendix Table 2 reports estimates from analogous specifications without 
controlling for the age-based premium ratios. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 



 
 

Table 6. Treatment Effect on the Average (Prospective) Risk of Enrolled Consumers 
Dependent Variable: ln(Prospective Risk Score) 

Panel A: Risk Unconditional on Age 
Entry Path Sample 

Income Sample 
All 
All 

(1) (2) 

Open Enrollment 
All 
(3) 

All 
(4) 

≤180 FPL 
(5) 

180-250 
(6) 

>250 FPL 
(7) 

All 
(8) 

County Referral 
All 
(9) 

≤180 FPL 
(10) 

180-250 
(11) 

>250 FPL 
(12) 

Arm2345: All Letters -0.051*** -0.061*** -0.014 
(0.017) (0.019) (0.037) 

Arm2: Reminder -0.044** -0.055** -0.106** -0.025 -0.042 0.000 0.042 0.004 -0.171 
(0.021) (0.023) (0.046) (0.040) (0.034) (0.048) (0.070) (0.075) (0.142) 

Arm345: Subsidy Arms -0.053*** -0.063*** -0.116*** -0.033 -0.049 -0.018 -0.006 -0.016 -0.086 
(0.018) (0.020) (0.040) (0.033) (0.030) (0.038) (0.053) (0.059) (0.132) 

Age-based Rating N N N N N N N N N N N N 
Observations 7,945 7,945 6,201 6,201 1,810 1,933 2,458 1,744 1,744 851 655 238 
R-squared 0.002 0.002 0.002 0.002 0.008 0.001 0.002 0.000 0.000 0.001 0.000 0.009 

Panel B: Risk, Conditional on Age Rating and Region 
Funnel Sample 

Income Sample 
All 
All 

(1) (2) 
All 
(3) 

Open Enrollment 
All 
(4) 

≤180 FPL 
(5) 

180-250 
(6) 

>250 FPL 
(7) 

All 
(8) 

County Referral 
All 
(9) 

≤180 FPL 
(10) 

180-250 
(11) 

>250 FPL 
(12) 

Arm2345: All Letters -0.043** -0.056*** -0.002 
(0.017) (0.019) (0.037) 

Arm2: Reminder -0.037* -0.050** -0.086* -0.017 -0.041 0.007 0.089 -0.014 -0.257** 
(0.020) (0.022) (0.045) (0.039) (0.033) (0.048) (0.067) (0.072) (0.120) 

Arm345: Subsidy Arms -0.045** -0.057*** -0.101** -0.019 -0.049 -0.004 0.045 -0.029 -0.126 
(0.017) (0.019) (0.039) (0.032) (0.030) (0.038) (0.052) (0.057) (0.109) 

ACA Age Rating Factor 0.201*** 0.201*** 0.185*** 0.185*** 0.217*** 0.227*** 0.149*** 0.259*** 0.259*** 0.252*** 0.264*** 0.284*** 
(0.011) (0.011) (0.012) (0.012) (0.022) (0.022) (0.018) (0.028) (0.028) (0.042) (0.044) (0.059) 

Age-based Rating N N N N N N N N N N N N 
Observations 7,945 7,945 6,201 6,201 1,810 1,933 2,458 1,744 1,744 851 655 238 
R-squared 0.065 0.065 0.059 0.059 0.086 0.085 0.052 0.091 0.091 0.109 0.114 0.187 
Table 6 reports treatment effects on average risk of enrolled individuals. The dependent variable is the CDPS prospective risk score, based on 2015 
diagnoses from hospital and emergency room encounters. Panel A controls for Covered California's age-based community-rating premium ratio and 
region. Panel B reports controls for region, only. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 



 

Table 7. Treatment Effect on the Average (Concurrent) Risk of Enrolled Consumers 
Dependent Variable: ln(Concurrent Risk Score) 

Panel A: Risk Unconditional on Age 
Entry Path Sample 

Income Sample 
All 
All 

(1) (2) 

Open Enrollment 
All 
(3) 

All 
(4) 

≤180 FPL 
(5) 

180-250 
(6) 

>250 FPL 
(7) 

All 
(8) 

County Referral 
All 
(9) 

≤180 FPL 
(10) 

180-250 
(11) 

>250 FPL 
(12) 

Arm2345: All Letters -0.063* -0.106** 0.073 
(0.036) (0.042) (0.073) 

Arm2: Reminder -0.035 -0.072 -0.164 -0.025 -0.058 0.086 0.086 0.068 0.055 
(0.045) (0.052) (0.101) (0.094) (0.078) (0.089) (0.132) (0.151) (0.209) 

Arm345: Subsidy Arms -0.072* -0.118*** -0.248*** -0.158** -0.013 0.069 0.149 0.012 -0.068 
(0.037) (0.043) (0.084) (0.078) (0.065) (0.075) (0.107) (0.135) (0.174) 

Controls N N N N N N N N N N N N 
Observations 11,472 11,472 8,685 8,685 2,445 2,565 3,655 2,787 2,787 1,264 969 548 
R-squared 0.000 0.000 0.001 0.001 0.004 0.002 0.000 0.000 0.000 0.002 0.000 0.001 

Panel B: Risk, Conditional on Age Rating and Region 
Entry Path Sample 

Income Sample 
All 
All 

(1) (2) 

Open Enrollment 
All 
(3) 

All 
(4) 

≤180 FPL 
(5) 

180-250 
(6) 

>250 FPL 
(7) 

All 
(8) 

County Referral 
All 
(9) 

≤180 FPL 
(10) 

180-250 
(11) 

>250 FPL 
(12) 

Arm2345: All Letters -0.023 -0.067* 0.105 
(0.034) (0.039) (0.071) 

Arm2: Reminder 0.008 -0.030 -0.085 -0.021 -0.011 0.110 0.164 0.059 -0.047 
(0.043) (0.049) (0.097) (0.090) (0.074) (0.087) (0.132) (0.150) (0.206) 

Arm345: Subsidy Arms -0.034 -0.080** -0.189** -0.122 0.008 0.104 0.272*** 0.023 -0.242 
(0.035) (0.041) (0.080) (0.075) (0.061) (0.073) (0.104) (0.135) (0.179) 

ACA Age Rating Factor 7.584*** 7.585*** 7.721*** 7.723*** 7.954*** 7.629*** 7.630*** 7.087*** 7.087*** 6.858*** 6.694*** 8.220*** 
(0.202) (0.202) (0.232) (0.232) (0.465) (0.455) (0.334) (0.417) (0.417) (0.616) (0.709) (0.954) 

Controls N N N N N N N N N N N N
 
Observations 11,472 11,472 8,685 8,685 2,445 2,565 3,655 2,787 2,787 1,264 969 548
 
R-squared 0.111 0.111 0.115 0.115 0.128 0.111 0.120 0.104 0.104 0.107 0.111 0.168
 
Table 7 reports treatment effects on average risk of enrolled individuals. The dependent variable is a concurrent risk score, based on realized 2016 claims 
data. Column headers note sample specifications. Panel A controls for Covered California's age-based community-rating premium ratio and region. Panel 
B reports controls for region, only. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 



          

Table 8. Indirect Utility Model Logit Regressions and ΔWTP Estimates
	
Entry Sample 

Income Sample 
All 
All 

(1) (2) 

Open Enrollment 
All 

(3) (4) 
Y < 180 FPL 

(5) (6) 

County Referral 
All 

(7) (8) 
Y < 180 FPL 

(9) (10)
 
0.276*** 0.276*** 0.265*** 0.265*** 0.353*** 0.347*** 0.487*** 0.480*** 0.762*** 0.740*** 
(0.015) (0.013) (0.017) (0.014) (0.034) (0.028) (0.047) (0.044) (0.087) (0.084) 
0.001 0.001 -0.010 -0.011 -0.036 

(0.013) (0.016) (0.029) (0.024) (0.035) 
0.142*** 0.142*** 0.154*** 0.154*** 0.172** 0.172** 0.100 0.101 -0.056 -0.055 
(0.039) (0.039) (0.045) (0.045) (0.087) (0.087) (0.081) (0.081) (0.116) (0.116) 
0.007 0.007 -0.015 -0.015 0.069 0.060 0.089 0.076 0.210* 0.152 

(0.031) (0.031) (0.035) (0.035) (0.073) (0.068) (0.070) (0.064) (0.111) (0.094) 
Constant -0.925*** -0.925*** -1.018*** -1.018*** -0.294 -0.292 -1.920*** -1.913*** -0.891 -0.844 

(0.116) (0.116) (0.137) (0.137) (0.746) (0.746) (0.257) (0.257) (0.936) (0.935) 

Controls Y Y Y Y Y Y Y Y Y Y 
Observations 87,394 87,394 44,248 44,248 9,833 9,833 42,800 42,800 19,117 19,117 

- 51.37*** - 58.20*** - 49.48** - 20.98 - -7.449 
- 14.37 - 17.22 - 25.41 - 16.89 - 15.71 
- 2.691 - -5.593 - 17.32 - 15.90 - 20.49 
- 11.20 - 13.36 - 19.64 - 13.39 - 12.95 

Calibration using FHS (2019) 

0.153 
24.55 
0.002 
0.39 

Table  8 reports estimates from the indirect utility model (equation  4). α  represents the effect of the subsidy on indirect utility. α   r̃ epresents how the 
effectof the subsidy on indirect utility is impacted by receiving a subsidy-reporting letter. γInform  represents the direct effect of the subsidy-reporting  
letters on indirect utility. γRemind represents the direct effect of receiving reminder information on indirect utility. ΔWTP  reports the implied change in  
measured  WTP  for marketplace coverage due to receipt of the letters, as specified in equations (5) and (6). As noted in the text, we assume  α =0 in  
calculating  ΔWTP.  *** p<0.01,  ** p<0.05,  * p<0.1 

̃
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Abstract 
Context: This article argues that the devolution of the Affordable Care Act (ACA) to the states 

contributed to the slow progression of national public support for health care reform. 

Methods: Using small-area estimation techniques, the authors measured quarterly state ACA 

attitudes on five topics from 2009 to the start of the 2016 presidential election. 

Findings: Public support for the ACA increased after gubernatorial announcement of state-based 

exchanges. However, the adoption of federal or partnership marketplaces had virtually no effect on 

public opinion of the ACA and, in some cases, even decreased positive perceptions. 

Conclusions: The authors’analyses point to the complexities in mass preferences toward the ACA 

and policy feedback more generally. The slow movement of national ACA support was due partly 

to state-level variations in policy making. The findings suggest that, as time progresses, attitudes 

in Republican-leaning states with state-based marketplaces will become more positive toward the 

ACA, presumably as residents begin to experience the positive effects of the law. More broadly, this 

work highlights the importance of looking at state-level variations in opinions and policies. 

Keywords ACA, public opinion, policy feedback, state trends in public opinion, 

health policy 

While the Affordable Care Act (ACA) is widely seen as a victory for 
President Barack Obama and the Democrats, the election of President 

Donald Trump coupled with a Republican Congress put the political 
sustainability of the law at risk. ACA proponents hoped that constituents 

would rally around the new legislation after receiving personal benefits 
from the law (Skocpol 2010). After all, the Massachusetts health reform 
plan implemented in 2006, which served as a model for the ACA, enjoyed 
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high levels of public support (Blue Cross Blue Shield of Massachusetts 

Foundation 2014). 
While mass constituencies did mobilize when the ACA was in mortal 

danger of repeal, public support for the ACA has not increased as much or 
as quickly as some observers predicted. One reason for this mixed sup

port for the ACA is that many Americans were satisfied with their personal 
health coverage prior to the ACA (Jacobs and Shapiro 1994), and public 
perceptions were relatively unchanged after enactment, as well as after 

the Supreme Court ruling in 2012 (Blendon, Benson, and Brulé 2012). 
While several elements of the ACA receive strong support, many Ameri

cans express their strong disapproval of the law in its entirety (Brodie, 
Deane, and Cho 2011). Only recently has the ACA drawn approval from 

a majority of Americans. A 2017 Pew poll found that, for the first time, a 
majority of American adults (54%) approve of the ACA, although 43% 

still want changes to the law (Fingerhut 2017). 
Why have Americans not been quicker to support the ACA? One account 

suggests that individuals base their opinions on collective evaluations of 
how health reform influences the country instead of personal evaluations 
of how the law influences their family (Lynch and Gollust 2010). This is 

consistent with research finding that self-interest is unrelated to political 
preferences (Sears and Funk 1990); thus, efforts to build support by front-

loading the bill with personal benefits failed because opinions are unaf
fected by personal gains. Another answer lies in the highly partisan nature 

of health care reform. The majority of Obama voters favored implemen
tation or expansion of the ACA (78%) and supported a more activist fed

eral government in US health care (92%) (Blendon, Benson, and Brulé 

2012). According to this view, there is little room for personal benefits to 
influence opinion, as partisanship trumps all else. Finally, it may be that 

individuals have not cognitively linked the ACA to their personal situation, 
either because not enough time has passed for citizens to understand how 

the new law influences their family (Jacobs and Skocpol 2012) or because 
many individuals are uninformed about the daily impact of policies (Mettler 

2011). 
We consider another reason for the slow movement of public support: 

devolution of policy making to the states. The decision to devolve much of 
the ACA policy making to the states was strategic; without it the passage of 

health care reform may have been doomed, yet, decentralizing the ACA 
also led to significant state-led resistance (Jones 2017). How has state-level 
resistance influenced trends in public support for the ACA? To answer 

this question, we needed to extend previous studies in two ways. First, we 
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considered dynamic analyses by moving beyond cross-sectional analy

ses at a single point in time. This is crucial, because panel studies allow 
scholars to understand how policy implementation has changed opin

ion. Jacobs and Mettler (2016) were the first to move in this direction by 
employing panel analyses from 2010 to 2014 on a nationally represen

tative sample (see also Jacobs and Mettler 2018). They found that, while 
there were supportive shifts in ACA opinion, party politics and distrust for 
government largely explain the slow progression of ACA support at the 

individual level. 
Employing analyses over time is beneficial but not enough. Under

standing how devolving policy making to the states also rests on con
sidering the role of state policy design in explaining shifts in ACA atti

tudes. There is a growing recognition that policy decisions and, ultimately, 
implementation have the potential to shape attitudes and political behav

iors of target populations, such as beneficiaries, as well as other members 
of the public (e.g., Jacobs and Mettler 2018; Maltby 2017). Even with this 

recognition, however, scholars almost exclusively focus on national pol
icy sentiment toward health care reform and essentially ignore variations 
in opinion shifts across the states (for an exception, see Michener 2018). 

Only by shifting the analyses to the states are we better able to understand 
how variations in policy designs influenced public support for health care 

reform, which in turn informs us about the success of subsequent policy 
decisions and health policy outcomes. 

Using small-area estimation techniques, we generated quarterly state 
opinion toward the ACA from the fourth quarter of 2009 to the second 

quarter of 2016 on five topics. We measure general favorability toward the 
ACA, opinions about the law’s impact on the country and one’s family, 
understanding of the ACA’s impact, and support for keeping or expanding 

the law.1 After presenting the measures, we report our statistical results. 
We focused on the role that state policy decisions, including the type of 

health insurance marketplace and the timing of gubernatorial announce
ments about the structure of the state’s marketplace, played in influencing 

state opinion trends. 
We found variation in opinions toward the ACA across time and states. 

Moreover, the models suggest that the variation in opinion trends across the 
states is partly explained by state-level policy making. Our results show 

that public support for the ACA increased after gubernatorial announcement 

1. The ultimate length of time that data were available for the time series varied across topic, 
depending on when questions were asked. 
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of state-based exchanges: general public support for the ACA increased 

by 3%, and positive perceptions of the ACA’s impact on the country and 
the family increased by almost 2%. In contrast, the adoption of federal or 

partnership marketplaces had virtually no effect on the public’s perceptions 
of the ACA and, in some cases, even decreased positive perceptions. 

Our results have two implications for our understanding about the ACA 
and health care reform. First, they suggest that, as time progresses after 
announcement of state-based exchanges in Republican-leaning states, 

attitudes may become more favorable toward the ACA, presumably as 
residents begin to experience the positive effects of the law. This may help 

quell fervent Republican opposition to the ACA at the national level. 
Second, our results suggest that Obama’s decision to give states significant 

leeway over the type of marketplace exchange undermined ACA favor-
ability among the public and, thus, is partly responsible for the continued 

threat of repeal at the national level. 

Policy Feedback and the ACA 

While we were interested in describing state trends in ACA opinion, 

answering our question—of whether Obama’s decision to give states flex
ibility in ACA policy making resulted in stagnant national support of health 

care reform—rests solely on the idea that state-level policies influence 
ACA attitudes. The way in which policies influence attitudes is called 

attitudinal policy feedback. Policy characteristics are important for deter
mining the mechanism through which policies influence opinions (Pacheco 

and Maltby 2017). Policies that are proximate and visible are most likely to 
shape public opinion (Soss and Schram 2007). Proximate policies directly 
influence individuals, while more distant policies are largely hidden. 

Visible policies receive large amounts of media and electoral attention. 
Proximate policies influence mass opinions through implementation (Soss 

1999), while visible policies influence preferences through the informa
tion environment (Brewer 2003). Of course, it is possible for both imple

mentation and the information environment to influence policy feedback 
simultaneously; these processes are not mutually exclusive, and we suspect 

that both mechanisms account for the effects of the ACA on state opinion. 
Classic studies on attitudinal policy feedback concentrate on redistrib

utive policies, primarily at the national level.2 Mass feedback effects from 

2. We concentrated primarily on the attitudinal effects of policy, not the participatory effects. 
For more information about participatory effects, see Mettler 2002 and Campbell 2012. 
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these types of policies tend to be short-lived or nonexistent since most 

people do not come into direct contact with the policy (Soss and Schram 
2007). The exception here is the vast work on the “thermostatic model,” 

which found that, as policy output increases, the public’s preferences for 
more policy output decreases; as policy output decreases, the public’s 

preferences for more policy output increases (e.g., Erikson, MacKuen, and 
Stimson 2002; Wlezien 1995). The result is a reactive system of gover
nance where public opinion and policy constantly adjust and readjust to 

each other over time. For example, Erikson, MacKuen, and Stimson (2002) 
found that the public becomes more liberal in response to conservative 

policies (and vice versa). There is evidence that the thermostatic model of 
responsiveness occurs in the states (Pacheco 2013b). 

The few studies of attitudinal policy feedback on non-redistributive 
policies suggest that policies can influence stereotypes, perceptions of 

what is harmful, and support for analogous policies in the future (Pacheco 
2013a). The latter is most relevant for our article since we argue that the 

decision to decentralize ACA decisions muted national public support for 
the ACA, thus keeping the prospect of repeal alive. The broader implication 
beyond health policy is that policy makers can design policies that move 

toward eradicating social inequalities in ways that are beyond their imme
diate, quantifiable effects. 

Regarding health care reform, the ACA presents a unique opportunity 
to reexamine and expand on prior work on attitudinal policy feedback, 

since the ACA is proximate and visible to the American public. Jacobs and 
Mettler (2011) even considered the question of the long-term attitudinal 

effects of the ACA to be the lingering puzzle in health care reform. Yet, 
most research on state-level ACA policy feedback has concentrated on 
participatory effects as opposed to attitudinal effects. For instance, Hasels

werdt (2017) found a “backlash” effect for states that decided to expand 
Medicaid under the ACA; conservatives had higher rates of political par

ticipation in US House races in 2014 compared to 2012, presumably as 
a reaction to health care reform. In addition, Clinton and Sances (2018) 

found that Medicaid expansion had a short-term positive effect on regis
tration and participation. 

Two highly relevant reports about the ACA and public opinion are 
Morgan and Kang (2015) and Brodie, Deane, and Cho (2011). Focusing 

on the national level, Morgan and Kang (2015) found that support for 
spending on health care decreased after the adoption of the ACA, which 
is consistent with theories of thermostatic responsiveness (e.g., Wlezien 

1995). Unlike Morgan and Kang (2015), we focused on subnational ACA 
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opinion instead of national support for health care spending. Because we 

are looking at opinion toward a policy as opposed to spending, we antici
pate positive policy effects much more in line with what Pacheco (2013b) 

found regarding antismoking legislation and public opinion. This is predi
cated on the idea that individuals living in states that could immediately 

benefit from the ACA (e.g., those that chose a state-based exchange) are 
likely to increase support for the ACA. 

At the regional level, Brodie, Deane, and Cho (2011: 1102) found that 

political characteristics of a region affect attitudes toward the ACA, arguing 
that national measures of public opinion “mask important regional (and 

state-level) distinctions in views.” While Brodie and colleagues focused 
solely on 2011, our research is dynamic, thus allowing us to understand 

how shifts in public opinion respond to state-level policy decisions. Overall, 
then, we expand on this work by looking at how state variations in the type 

and timing of ACA decisions influence a broad range of state ACA attitudes 
over time. In so doing, we not only expand on the policy feedback literature 

but also explore the consequences of policy devolution for national public 
opinion on health care reform. 

Data and Methods 

Survey Data 

To measure state-level opinions toward the ACA, we gathered monthly 

data from national surveys by the Kaiser Family Foundation, Gallup, Pew, 
and CBS/New York Times. We selected these surveys for several reasons. 

First, the questions have similar wording across surveys; this increases our 
confidence that changes in opinion are not due to shifts in question wording. 

Second, by combining questions across surveys, we increased the amount 
of information and the reliability of our estimates, particularly for the less 

populated states. Pooling surveys also increased the information that we 
had over time. In the end, we collected data on anywhere from 40,000 to 
117,000 respondents from 2009 to 2016, depending on the question. This 

tracks opinion a few months before the ACA became law through the 
beginning of the 2016 presidential election (see table 1 for specific ques

tions and data sources). 
We compiled survey data on ACA attitudes across five different topics 

to get a fuller picture about how opinions vary across the states and respond 
to policy decisions. However, we were agnostic regarding the theoreti

cal expectations about how state-level policies influence each of these 
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outcomes. First, we compiled data on overall ACA favorability from the 

question, “As you may know, a health reform bill was signed into law in 
2010. Given what you know about the health reform law, do you have 

a generally favorable or generally unfavorable opinion of it?” Although 
the exact text varies somewhat from one survey to the next, this phrasing 

from Kaiser Family Foundation polls represents the most common word
ing of questions. Higher values represented more favorable opinions. This 
question is the most frequently asked and analyzed by scholars, yet it is 

also limited in a number of ways. Its general nature does not assess what 
specifics about the law a person favors over others, and it is difficult to 

understand a respondent’s rationale for support. For instance, one cannot 
understand if the rationale is based on self-interest or sociotropic concerns. 

The general ACA question also does not assess how respondents view 
the potential impacts of the ACA. In this study, we assessed impact of the 

ACA on the country by compiling answers to two questions about how 
the ACA has currently or will eventually influence the country with higher 

values indicating a more positive outlook. To examine whether individuals 
believed the ACA was personally beneficial, we compiled responses to a 
question on how the ACAwill affect one’s family in the future, with higher 

values indicating a more positive influence. 
The fourth question tapped into respondent understanding of the ACA, 

by asking whether respondents understood the impact of the ACA on their 
family; higher values indicate understanding. Finally, we assessed opinions 

about future policy changes. While exact wording varies slightly across 
surveys, the question we used to measure attitudes about the ACA’s future 

generally matched this phrasing from the April 2011 Kaiser Family 
Foundation poll: “What would you like to see Congress do when it comes 
to the health care law? (1) They should expand the law. (2) They should 

keep the law as is. (3) They should repeal the law and replace it with a 
Republican-sponsored alternative. (4) They should repeal the law and not 

replace it.” Responses to this question indicated the percentage of indi
viduals who want to expand or keep the law and allowed us to assess if the 

strategy to front-load the bill with personal benefits paid off in increased 
support for additional health care reform and government intervention. 

Multilevel Regression and Poststratification 

We used an increasingly popular small-area estimation technique called 
multilevel regression and poststratification (MRP) to estimate state opin

ions toward the ACA (Gelman and Little 1997; Park, Gelman, and Bafumi 
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2004, 2006). The MRP approach uses national surveys to produce accurate 

estimates of public opinion at lower levels of aggregation, such as by state 
(Lax and Phillips 2009) or congressional district (Warshaw and Rodden 

2012). The use of multilevel modeling and poststratification overcomes 
two major problems that arise when trying to measure subnational opinion 

from national surveys: decreased reliability in the less populated states, and 
nonrepresentativeness of state samples. Multilevel modeling increases the 
reliability of less populous units via “shrinkage toward the mean.” Post-

stratification corrects for nonrepresentativeness due to sampling designs by 
adjusting estimates using census information to be more representative of 

subunit populations. 
To estimate state opinions, we modeled survey responses using standard 

predictors of MRP: gender, race, age, education, region, state, and state 
presidential vote share (Lax and Phillips 2009). For the poststratification 

stage, we obtained population frequencies from the Census Bureau’s public-
use microdata samples for 2010 (US Census Bureau 2010). While others 

have used MRP to estimate ACA favorability across the states (Barrilleaux 
and Rainey 2014; Rigby and Haselswerdt 2013), these measures do not 
vary over time; our approach requires time-varying measures to understand 

how state-level decisions and the timing of these decisions influence 
potential shifts in ACA opinions. 

We followed the lead of others and added a time component by using 
a three-quarter moving average to estimate quarterly opinion toward the 

ACA (Pacheco 2011). Our approach to adding a time component is iden
tical to that we used in Pacheco and Maltby 2017, where we showed that 

this approach is reliable and valid. While we mirror our 2017 approach, our 
data here are more extensive in three ways. First, in 2017 we measured 
quarterly state trends using only the Kaiser Family Foundation survey; here 

we have included additional surveys, thus increasing the amount of infor
mation to create the measures. Second, in 2017 we measured quarterly state 

trends in ACA favorability from the second quarter of 2010 to the second 
quarter of 2014. Here we extend this data set well into 2016. Finally, our 

data here include trends on four additional topics that go beyond general 
favorability toward the ACA. This allows us to take a more comprehensive 

look at opinions toward the ACA and better understand how state policies 
contribute to different facets of ACA opinion. We used analyses of variance 

(ANOVA) to understand the variation in public attitudes toward the ACA 
across states and time and to inform our empirical approach with the time 
series analyses. 
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This study is also theoretically distinct from the Pacheco and Maltby 

2017 study. In 2017 we were interested primarily in how shifts in state 
opinions toward the ACA influenced the diffusion of ACA decisions; the 

variable of interest was the policy. Here, in contrast, we are interested in 
how variations in the type and timing of state ACA decisions influenced 

shifts in ACA opinions; our variable of interest is state ACA opinion. In this 
way, our research speaks most directly to the effect that Obama’s policy 
decisions had on national public support for health care reform. 

Time Series Approach 

To explore the role of the type and timing of ACA exchange decisions on 

public opinion, we used an error correction model, which allows for the 
estimation of both short- and long-term effects of independent variables 

and tells us how quickly a system returns to equilibrium or the overall mean 
after being disrupted. The dependent variable captured the changes in state 

opinion toward the ACA and a lagged dependent variable was included to 
account for time dependence. 

The main independent variables were time-varying measures that 

combine the type and timing of the marketplace decision by governors. For 
example, the “state announced state-based marketplace decision” variable 

was coded 0 in all time periods in which the governor did not make an 
announcement and a 1 in time periods after a governor announced a state-

based market. This variable was also coded 0 in states where governors 
announced other types of marketplace decisions. We had three of these 

types of variables to correspond to each of the three marketplace types. We 
included both the differenced and lagged versions of these variables to 
capture short- and long-term impacts on public opinion. Additionally, we 

included a counter variable that captured the time since the state announced 
its decision, regardless of the type of decision. We included this to account 

for any learning that occurred among the public prior to shifts in opinion. 
Given the nature of the data, there is complexity in estimating models 

that account for both unit heterogeneity and autocorrelation (see Beck and 
Katz 1995, 2011; Bell and Jones 2015; De Boef and Keele 2008). Proper 

identification of the modeling strategy requires an understanding of the 
source of variation in the dependent variable, as well as the limitations of 

the data. The source of variation for the dependent variables differs, with 
some (ACA favorability) having a majority of variance between states and 
others (ACA understanding) having a majority of variance within states. 
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In addition, there are 50 states (n = 50) across 27 quarter-years (t = 27), 

suggesting that t is large enough to capture dynamic patterns and that 
asymptotics exist in both n and t (for more information, see Wooldridge 

2010).3 

One concern with time series cross-sectional data is that systemic fac

tors or unit specific forces that are not included in the model cause omitted 
variable bias. Time trends can be used to account for systemic factors, 
while fixed unit effects account for heterogeneity. These solutions are 

atheoretical and may lead to an overparameterization of the model (e.g., 
Achen 2005). Nonetheless, we included fixed unit effects (e.g., state dum

mies) to account for unit heterogeneity and fixed time effects (e.g., quarter 
dummies) to account for national-level systemic factors. We also included 

panel-corrected standard errors as suggested by Beck and Katz (2011). 

Results 

Trends in State ACA Opinions 

Figure 1 gives a descriptive glimpse into the dynamic properties of state 

opinion toward the ACA from 2009 to 2016.4 As shown in figure 1, state 
opinion toward the ACAvaries across both time and states, but the amount 

of variance differs across question type. While favorability toward the 
ACA is generally low at the national level, a closer look at the data in figure 
1A shows that in some states (e.g., California) most residents favor the 

ACA while in others (e.g., West Virginia) support is much lower than the 
national average. There is also movement in ACA favorability, with some 

states declining in support and others experiencing bouts of increased 
favorability. Analysis of variance (ANOVA) showed that the majority of 

variance is between states (95%) rather than within states. These results are 
consistent with those of Pacheco and Maltby 2017. 

As shown in figure 1B and 1C, the public generally has a more posi
tive outlook about the ACA’s ultimate impact on the country versus for 
themselves or their family. Yet, both responses appear to have a negative, 

3. Since there are 27 time points, we are less concerned about systematic bias that may occur 
when including a lagged dependent variable with unit fixed effects or other non-time-varying 
covariates when t is finite (e.g., Nickell 1981). 

4. We provide additional descriptive information in the online appendix (juliannapacheco 
.weebly.com/published-papers.html), including a table of the ACA opinions pooled, averaged 
over time and shown by state. We also include a series of figures that show each time trend of 
opinion in each state. 
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Figure 1 State variation in public opinion toward the ACA. 
Notes: The graphs show state variation in multilevel regression and poststratification measures 

of public opinion over time: percent respondents favorable toward the ACA (A) and who believe 
the ACA will the make country better off (B), the ACA will make them better off (C), they 
understand the ACA (D), and the ACA should be expanded or kept as is (E). Time periods vary: A, 
fourth quarter 2009 (2009–4) to second quarter 2016 (2016–2); B–D, fourth quarter 2009 (2009–4) 
to second quarter 2015 (2015–2); E, fourth quarter 2010 (2010–4) to second quarter 2016 (2016–2). 
Each line represents a different state. The online appendix (juliannapacheco.weebly.com/published 
-papers.html) includes figures that separate each state into their own line graphs for our five 
measures of ACA attitudes. 
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Figure 1 (continued) 
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Figure 1 (continued) 

downward trend over time, with occasional upticks. Many states (e.g., 
Illinois and Florida) experienced temporary increases in positive views 

between 2011 and 2012, while others (e.g., Texas and New York) experi
enced a general decline across the entire time span. ANOVA indicated 

that the majority of variance for the impact of the ACA on the country is 
between states (87%), while variance is evenly split across states and time 

for attitudes about the impact of the ACA on one’s family. 
Figure 1C shows significant movement over time in the public’s under

standing of the ACA, but little variance in trends across states. Respondents 

for all of the states indicated increasing understanding of the ACA until the 
late 2010s. At that point, the decline in understanding among respondents 

was minimal in some states (e.g., Florida) and substantial in others (e.g., 
California and West Virginia). ANOVA showed that most of the variance in 

opinions on understanding of the ACA occurred across time (98%), with 
parallel trends across the states. Finally, figure 1C shows trends in views 

about keeping or expanding the ACA; ANOVA showed that 76% of the 
variance occurred between states. The most interesting aspect of this topic 

is the decline in support for the ACA in late 2012 and into 2013, which 
occurred for nearly all states. 
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Measuring State ACA Decisions 

We focused on the type of marketplace states adopted and the timing of 

gubernatorial announcements of their state’s marketplace structure. Our 
data on the type of marketplace adoption on the month and year in which 

governors announced their decision came from policy briefs provided by 
the Kaiser Family Foundation. Regarding the structure of the marketplace, 

states could choose to control all aspects of the health insurance market
place (state marketplace), share control of the marketplace with the federal 

government (partnership marketplace), or cede all power in marketplace 
creation to the federal government (federal marketplace). Most states opted 
for either a state-only or federal-only marketplace (16 states and 27 states, 

respectively); only seven states chose a partnership model. California was 
the first state to announce the structure of its marketplace in September 

2010. All 50 states had announced their marketplace structure by May 
2013. 

Governors are the most powerful person in state government (Beyle 
2004; Jones, Bradley, and Oberlander 2014) and instrumental in deter

mining which marketplace their state opted for and when (Rigby and 
Haselswerdt 2013). Republican-led and conservative states tended to delay 

decisions and default to a federal marketplace, while Democrat-led and 
liberal states were more likely to establish their own insurance marketplace 
(Jones, Bradley, and Oberlander 2014; Rigby and Haselswerdt 2013). Even 

still, by announcing the marketplace structure for their state, governors 
played a critical role in legitimizing the ACA by signaling to the public that 

health care reform in their state will move forward, especially since the 
announcements received high media attention at both the national and local 

levels (Gollust et al. 2014). 
Table 2 presents some descriptive statistics showing the bivariate rela

tionship between support for the ACA and state marketplace type, show
ing average ACA attitudes across state marketplace types. States that opted 
for the state-based exchange had residents more supportive of the ACA 

compared to other states: 50% of respondents in state-based exchanges 
favored the ACA across the time period compared to 45% in states with 

partnership exchanges and 41% in states with federal exchanges. Resi
dents in state-based exchanges also had more positive perceptions of the 

policy’s effect on the country: 42% of respondents in states with state-
based exchanges answered that the country would be better off com

pared to 37% in states with partnership exchanges and 34% in those with 
federal exchanges. Residents in states with state-based exchanges were 
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Table 2 Average ACA Attitudes across State Marketplace Type, 
Fourth Quarter 2009 to Second Quarter 2016: Multilevel 
Regression and Poststratification Data 

Marketplace type 

Mean % (SE) 

Favor 

ACA 

Country 

better off 

Self/family 

better off 

Understand

ACA 

 Expand or 

keep ACA 

State-based marketplace 50.3 42.3 26.3 52.3 54.5 

(7.9) (8.0) (5.2) (7.7) (9.1) 

Partnership marketplace 44.6 37.2 23.3 51.4 49.2 

(7.5) (8.0) (5.2) (7.3) (9.0) 

Federal marketplace 41.1 33.9 22.1 51.8 45.6 

(6.9) (7.2) (5.1) (7.3) (8.4) 

Notes: Data are average attitudes toward the ACA by state marketplace type, with standard 
errors in parentheses. 

also more likely to support expanding or keeping the ACA compared 
to residents in states with partnership or federal exchanges. There were 

fewer differences across states in understanding of the ACA over the 
time period. 

Time Series Results 

Error correction model results are shown in table 3.5 Gubernatorial 
announcements of the state exchange matter in the long term for overall 

ACA favorability and positive perceptions of the ACA toward the country 
and the family.6 State announcements of state-based marketplaces in the 

previous quarter had positive and statistically significant effects on gen
eral ACA support, beliefs that the ACA will make the country better off, 

5. Inferences are nearly identical when we omit state fixed effects. The lagged gubernatorial 
announcement of state-based marketplace exchange variable for ACA favorability and percep
tions of the law’s benefit on the country fails to reach statistical significance at the 0.10 level, but 
only barely, when we include linear time and time squared (ACA favorability: B = 0.86, p = 0.10; 
benefit on country: B = 0.80, p = 0.19). It fails to reach statistical significance for perceptions of 
the ACA’s personal effect. 

6. The coefficient on the lagged dependent variable gives the error correction rate with a value 
closer to zero, indicating a slow return to equilibrium. As shown in table 3, the coefficient on the 
lagged dependent variable is -0.31 for general ACA favorability, -0.37 and -0.39 for perceptions 
of the law’s benefits on the country and family, respectively, and -0.34 for expanding or keeping 
the ACA. This suggests that opinions for these topics were relatively slow to return to equilibrium 
when disrupted. Meanwhile, the coefficient on the lagged dependent variable for understanding 
the ACA is -0.63, suggesting a relatively quick return to equilibrium. 
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and beliefs that the ACA will make one’s family better off. According to 

the error correction model, general public support for the ACA increased 
by 3% gradually over subsequent quarters after gubernatorial announce

ment of a state-based exchange.7 Likewise, the model suggests that pos
itive perceptions of the ACA’s impact on the country and the family 

increased by almost 2% gradually over the subsequent quarters after 
gubernatorial announcement of a state-based exchange. Of course, most 
states that announced marketplace decisions early on selected for 

the state marketplace and tended to be liberal. However, the model sug
gests that, even in Republican-leaning states, as time progressed after 

state-based marketplace announcement, attitudes became more favorable 
toward the ACA, presumably as residents began to experience the posi

tive effects of the law. We discuss this possibility at length in the discus
sion section. 

We saw virtually no effect of gubernatorial announcements of federal 
or partnership marketplace types on ACA opinions, with two excep

tions. First, we found an immediate increase in ACA favorability after 
announcement of the federal marketplace, yet this effect was quite small. 
Specifically, the model indicates that the percentage of residents who 

favored the ACA increased by almost 1% in the quarter immediately 
after gubernatorial announcement of the federal marketplace. We suspect 

that this may be a temporary legitimation effect as opposed to long-term 
influence of policy feedback, particularly since we did not see posi

tive influences in any of the other outcomes. Second, we found a small yet 
negative impact of policy decision on ACA understanding, but only in 

the short term (significant at the 0.10 level). The model indicates that 
announcement of partnership and federal marketplace types decreased 
understanding of the ACA immediately in the next quarter. More spe

cifically, gubernatorial announcement of the partnership marketplace 
decreased the percentage of residents who understood the ACA by just over 

1%; we saw a similar negative impact on ACA understanding among 
residents in states that selected a federal marketplace. This is not com

pletely unexpected. HealthCare.gov had some technical problems in the 
early stages of the ACA, which likely prevented residents from feeling like 

they truly understood the policy. 

7. To obtain the long-term effect, we multiplied the coefficient on the lagged variable by 1 
(since the independent variable is dichotomous) and divided by the error correction rate (De Boef 
and Keele 2008). 
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The error correction model shows that as the time since announcement 

increased, state residents were unaffected by policy decisions. Time since 
announcement and the time dummy variables are highly correlated (r = 
0.88), yet the time since announcement variable failed to reach statistical 
significance when the time dummy variables were not included. 

Overall, then, our results suggest that ACA public opinion is influenced 
by state-level decisions, but with important caveats. The decision to adopt 
a state-based exchange increased public support and positive perceptions 

of the ACA in the long term, while the adoption of federal or partnership 
exchanges had virtually no effect on ACA support. If anything, public 

understanding turned negative in response to these decisions, albeit only in 
the short term. 

Discussion 

Since passage of the ACA, national sentiment has been consistently 

underwhelming, to the surprise of many pundits and scholars. During the 
time period we examined, only around 45% of the country favored the 
ACA. However, despite such underwhelming national support, attempts to 

repeal the ACA have had little success. The initial attempt by the Trump 
administration to replace the ACA did not garner enough support even to 

make it to a vote. Republicans’ most recent push to replace and repeal the 
ACA passed in the House of Representatives despite predictions by the 

Congressional Budget Office (2017) that the bill will leave close to 20 
million uninsured by 2020. But progress stalled in the Senate. This is likely 

because many members of Congress—both Democrat and Republican— 
are hesitant to pass a bill that takes benefits away from their constituents. 
Additionally, although a majority of the public has never supported the 

ACA, a large proportion of the country wants to either keep or expand the 
ACA. 

How can we understand both low levels of public support and resistance 
by the public and elected officials (both Democrat and Republican) to 

repeal the ACA? We need to look beyond national public opinion, as 
it masks significant state-level variation in ACA attitudes. In many states, 

most residents favor the ACA at figures much higher than the national 
average. This is also true for other attitudes, such as assessments of whether 

the ACA is personally or collectively beneficial, whether the ACA should 
be expanded, and how well individuals understand the ACA. 

As we show in this article, we can partly explain the slow movement 

of national support for the ACA by state-level variations in ACA policy 
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making. States had many choices in how to implement health care reform, 

including how much control they had over their health insurance market
places. Attitudes toward the ACA shift in response to both the type of 

marketplace structure that states adopt and the timing of this decision. 
In general, residents showed increased support for the ACA after guber

natorial announcements of state marketplace structures, which gives state 
officials more control over health care reform. The effects of these policy 
decisions had long-term impacts on how much residents favored the ACA 

and perceptions of its effects on the country and them personally. We found 
no such effect among states that decided to enact a federal or partnership 

exchange. 
Our estimates over time provide unique data on changing evaluations 

of the ACA as it was implemented at the subnational level. However, our 
time period does not include the Trump administration, which limits our 

ability to discuss how a change in the administration combines with state-
level implementation to influence shifts in ACA support. While the MRP 

approach combined with a three-quarter moving average helped solve 
issues of reliability, our estimates still vary in reliability in connection with 
state population; the most populated states have the most reliable estimates. 

Lastly, because of the three-quarter moving average, we potentially may 
have smoothed over short-term shifts in ACA opinion that occur month by 

month.8 

Even with these limitations, our research has two implications for our 

understanding of health care reform and health policy in the future. First, 
our results suggest that, as time progressed after announcement of state-

based exchanges in Republican-leaning states, attitudes may have become 
more favorable toward the ACA, presumably as residents began to expe
rience the positive effects of the law. The most prominent example of this is 

Kentucky. For the first three years of ACA implementation, Kentucky—a 
decidedly conservative, Republican state —operated its own exchange 

called kynect. Public opinion followed suit. A 2017 Kentucky Health 
Issues Poll found that 44% of Kentuckians had a favorable opinion of 

8. The MRP approach coupled with temporal smoothing increases the reliability of the esti
mates at the expense of bias. This technique may be particularly problematic for this study given 
that we were interested in explaining dynamics. One way to assuage this concern is to redo the 
analyses with estimates calculated with weighted aggregation. Our concern with the aggregation 
approach, however, is that the least-populated states will have too few respondents to obtain valid 
estimates. Nonetheless, one compromise is to redo the analyses with the most-populated states 
and aggregated estimates. Inferences were nearly identical when we redid the analyses with the 
aggregated estimates and dropped the 10 least-populated states. 
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the ACA—up from 30% in 2013. Among Republicans in Kentucky, 31% 

favored the ACA; this is significantly higher than the roughly 17% of 
Republicans who favored the ACA nationwide, according to our dataset. 

Unfortunately, Kentucky has decided to switch marketplace types and go 
back to the federal exchange. Our results suggest, however, that Kentucky’s 

initial decision to run a state-based exchange will have a lasting positive 
impact on ACA attitudes among state residents. Our results suggest that if 
more states opt for state-based exchanges in the future, this may help quell 

national Republican opposition to the ACA. Unfortunately, Jones’s (2017) 
work suggests that it is unlikely for states to switch to a state-based exchange 

and that, if anything, states will likely cede more control to the federal 
government going forward. How these potential shifts in policy design 

affect national public support is an area of future research. 
Second, our results suggest that Obama’s decision to abandon a single-

payer system and instead give states significant decision-making power 
undermined ACA favorability among the public and thus is partly respon

sible for the continued threat of repeal at the national level. A simple sim
ulation based on our results helps underscore this point. In the second 
quarter of 2016 (the last time point in our data set), 45% of the public 

approved of the ACA. Based on our model, the national figure would 
increase to 48% if all of the states with a federal or partnership exchange 

switched to a state-based exchange. That may seem like a minor effect; 
however, the increased support and possible long-lasting effects on the 

public’s positive perceptions of the ACA may have helped quiet oppo
sition at the national level. At the very least, giving states the ability to 

resist the ACA continued to keep healthcare reform in the spotlight and 
subsequently a major issue for party platforms in the 2016 presidential 
election. 

As the effects of Obama’s health care reform evolve, we urge scholars 
to continue to look at state-level variations in opinions and policies. The 

ACA’s ultimate success and favorability rely on administration and imple
mentation at both the federal and state levels. The variations in state policy 

designs help scholars understand the ways that policy influences public 
opinion and ultimately policy entrenchment. Future research should also 

look into how differences in self-interest, partisanship, and policy knowl
edge condition the effects of policy on opinion. Finally, the broader idea 

that policy designs regarding centralization influence trends in public 
support is ripe for further exploration for health care policy as well as policy 
feedback in general. 

Downloaded from https://read.dukeupress.edu/jhppl/article-pdf/44/5/737/685828/737pacheco.pdf
by guest 

https://read.dukeupress.edu/jhppl/article-pdf/44/5/737/685828/737pacheco.pdf


on 11 September 2019

Pacheco and Maltby - Trends in State-Level ACA Opinions 761 

n n n 

Julianna Pacheco is associate professor of political science at the University of 
Iowa. She received her PhD from Penn State University in 2010 and was a Robert 
Wood Johnson Health and Society Scholar at the University of Michigan from 2010 to 
2012. Her research explores political behavior, public opinion, state and local politics, 
and health policy. She has published in such journal outlets as the Journal of Politics, 
State Politics and Policy Quarterly, Public Opinion Quarterly, Political Research Quar

terly, and  Political Behavior. 

Elizabeth Maltby is assistant professor of political science at the University of 
Nevada, Las Vegas. She received her PhD from the University of Iowa in 2017. Her 
research explores public policy, racial and ethnic politics, and political behavior. 
Her subfields of interest include policy feedback, criminal justice policy, immigration 
policy, and policy diffusion. She has published in such journal outlets as Political 
Research Quarterly and Social Science Quarterly. 
elizabeth.maltby@unlv.edu 

Acknowledgments 

This work was supported in part by the Russell Sage Foundation (94-16-05). Any 

opinions expressed are those of the author(s) alone and should not be construed as 

representing the opinions of the foundation. The authors thank participants at the 

Russell Sage Foundation one-day conference on the social, economic, and political 

effects of the ACA for their valuable feedback. 

References 

Achen, Christopher H. 2005. “Let’s Put Garbage-Can Regressions and Garbage-Can 

Probits Where They Belong.” Conflict Management and Peace Science 22, no. 4: 

327–39. 

Barrilleaux, Charles, and Carlisle Rainey. 2014. “The Politics of Need: Examining 

Governors’ Decisions to Oppose the ‘Obamacare’ Medicaid Expansion.” State 
Politics and Policy Quarterly 14: 437–60. 

Beck, Nathaniel, and Jonathan N. Katz. 1995. “What to Do (and Not to Do) with Time-

Series Cross-Section Data.” American Political Science Review 89, no. 3: 634–47. 

Beck, Nathaniel, and Jonathan N. Katz. 2011. “Modeling Dynamics in Time-Series– 

Cross-Section Political Economy Data.” Annual Review of Political Science 14: 

331–52. 

Bell, Andrew, and Kelvyn Jones. 2015. “Explaining Fixed Effects: Random Effects 

Modeling of Time-Series Cross-Sectional and Panel Data.” Political Science 
Research and Methods 3, no. 1: 133–53. 

Downloaded from https://read.dukeupress.edu/jhppl/article-pdf/44/5/737/685828/737pacheco.pdf
by guest 

https://read.dukeupress.edu/jhppl/article-pdf/44/5/737/685828/737pacheco.pdf
mailto:elizabeth.maltby@unlv.edu


on 11 September 2019

762 Journal of Health Politics, Policy and Law 

Beyle, Thad L. 2004. “The Governors.” In Politics in the American States: A Com

parative Analysis, 8th ed., edited by Virginia Gray and Russell L. Hanson, 194–31. 

Washington, DC: CQ Press. 

Blendon, Robert J., John M. Benson, and Amanda Brulé. 2012. “Understanding 
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Introduction 
In May 2018, we released a paper  
describing a comprehensive health  
insurance reform program called Healthy  
America.1  Healthy America (HA) is  
a hybrid reform approach that uses  
purchasing leverage to reduce health care  
prices while improving federal subsidies  
to provide reduced premium and cost-
sharing options for many Americans. The  
combined reforms could bring the United  
States close to universal coverage while  
decreasing national health spending  
over time and are designed to limit health  
system disruption. This report updates  
our previous analysis of the coverage  
and health spending implications of HA  
and analyzes two additional options.  

HA would build on the Affordable Care  
Act’s (ACA’s) foundation while making  
substantial changes to correct for its  
shortcomings under current law as  
identified by research and analysis over  
the last decade of experience: 

•	 The premium tax credits and cost-
sharing subsidies offered through
the ACA’s marketplaces would be
enhanced, lowering household
premium contributions and reducing
out-of-pocket costs when people
access medical care.

•	 The federal government would
develop a new public insurance
option to be offered through the
marketplaces nationwide, offering
a lower-cost insurance option to
consumers in less competitive

insurer and provider markets. In 
addition, private insurers in the 
marketplaces would no longer 
have to pay the much higher rates 
charged by health care providers in 
noncompetitive (often rural) areas, 
which can drive high premiums. 
Plus, additional prescription drug 
rebates would lower drug prices. 

•	 The marketplaces and their improved  
financial assistance would be made 
available to more consumers,
including workers who prefer
subsidized marketplace coverage
over their employer-provided
insurance plans and nonelderly
low-income people currently eligible 
for Medicaid. Folding people
currently eligible for Medicaid (while 
preserving their current benefits) 
and some (mostly low-income)
workers into the insurance pools 
would improve systemwide fairness 
while making the marketplaces
larger and thus more attractive to 
private insurers. As the number
of competing insurers increases,
premiums tend to decrease.

 

•	 State health care spending would
be reduced by shifting financial
responsibility to the federal 
government for expenses related
to elderly low-income people dually
enrolled in Medicaid and Medicare.
While the Medicaid/CHIP acute care
programs for the nonelderly would be 
eliminated, states would contribute
to HA based initially on their current
law spending for those programs.

However, state contributions would 
grow more slowly than current 
Medicaid/CHIP program costs, 
increasing state savings over time. 

•	 Competition in the HA marketplaces
would be structured more like that in
the Medicare program (i.e., public
insurance option and competing
private insurers) than that in the
ACA’s marketplaces. The premium
subsidies would be tied to the
premium for the public option, as
is done in Medicare Advantage,
not to the second-lowest silver
premium, as is done in the ACA’s
marketplaces. Consequently, more
private insurers will likely participate
in the marketplaces, increasing
consumer plan choice and lowering
premiums over time.

Our original approach, delineated in 
our 2018 paper, included a redesigned 
individual responsibility requirement that 
contained both penalties for remaining 
uninsured and incentives to obtain and 
retain coverage. This approach also 
included limited autoenrollment of people 
eligible for insurance with $0 premiums. 
In addition to that base approach, we 
add two new alternatives, one that would 
result in somewhat larger numbers of 
uninsured and one that would result 
in significantly fewer compared to the 
base approach. The first alternative 
eliminates the individual responsibility 
component, removing any penalties 
for people remaining uninsured, but 
maintains autoenrollment for those 
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eligible for coverage with $0 premiums. 
The second alternative introduces a 
policy we call Continuous Autoenrollment 
with Retroactive Enforcement (CARE), 
which achieves universal coverage 
for American citizens and other legal 
U.S. residents. 

Under any of the three approaches, folding 
the acute care portion of Medicaid for the 
nonelderly into these reformed markets 
would eliminate several inequities in the 
current system, including 

•	 the Medicaid eligibility gap created 
by 17 states’ refusal to expand 
eligibility under the ACA; 

•	 differences in Medicaid eligibility 
rules, particularly those related to 
recent state actions to introduce 
work requirements and premiums for 
enrollees below the poverty level, as 
well as state proposals to introduce 
time limits and lifetime benefit limits; 

•	 lower Medicaid provider payments 
that can impede access to care for 
the lowest-income population; and 

•	 Medicaid enrollees’ inability to keep 
their health insurance plan (and 
often their health care providers) as 
their income increases and they are 
no longer eligible for Medicaid. 

Plus, by removing the current-law 
employer-sponsored insurance “firewall,” 
HA would provide modest-income 
workers affordable insurance options 
that currently do not exist for them. This 
portion of the reform would eliminate 

•	 the “family glitch” that prohibits family 
members from accessing federal 
subsidies if even one family member 
has an employer offer of single 
coverage considered affordable,2,3 

and 

•	 the inability of low-income workers 
with employer insurance coverage 
offers to access federal subsidies 
in the marketplaces even though 
workers with the same incomes but 
no employer insurance offers can 
get them. 

We describe HA in detail below, along 
with our estimates of the program’s 
effects on insurance coverage, health 

care spending, and the wages of those 
moving out of employer-based insurance 
and into HA coverage. If the program 
were fully phased in in 2020, we find 
that the original HA approach (including 
an individual requirement designed to 
expand insurance coverage) would 

•	 increase insurance coverage by 
17.1 million people, reducing the 
uninsurance rate to 5.5 percent 
among the nonelderly population and 
to 3.2 percent among all U.S. citizens 
and legally present immigrants; 

•	 increase federal spending by $123.3 
billion in 2020 ($1.3 trillion over 
10 years), on net, accounting for 
increased federal subsidies, reduced 
spending on Medicaid and Medicare 
prescription drugs, and offsets for 
increased income tax revenue and 
state financing contributions; 

•	 decrease state spending by $34.2 
billion in 2020, and these savings 
would increase over time because 
state financial contributions to the 
new program would grow more 
slowly than current trends; 

•	 increase aggregate household 
spending by $6.2 billion, or 1.1 
percent, relative to current law— 
because more people would enroll 
in coverage and make some 
contribution to premiums—but 
simultaneously decrease household 
out-of-pocket costs; and 

•	 reduce employer spending on health 
care by $110.9 billion, or 12.0 percent, 
relative to current law; this cost 
reduction would eventually translate 
into increased employer spending on 
taxable wages, increasing income 
tax revenue by $16.3 billion and 
offsetting some costs associated 
with the new program. 

Eliminating the individual requirement 
from the original approach would cause 
the following: 

•	 Decrease HA’s health insurance 
coverage gains by 1.1 million people. 
The effect of eliminating the penalties 
is relatively small because of higher 
coverage levels resulting from more 
generous financial assistance and 

the limited autoenrollment program 
for those eligible for $0 premiums. 

•	 Increase federal costs relative to 
the original HA approach by $1.7 
billion (an increase of $125.0 billion 
relative to current law, accounting for 
income tax offsets in 2020 and $1.3 
trillion over 10 years). Most of the 
coverage decrease from eliminating 
the individual requirement would 
be attributable to healthier, higher-
income enrollees who would 
otherwise pay the full insurance 
premium. Consequently, these “full-
pay” enrollees currently effectively 
subsidize lower-income enrollees, 
decreasing federal funding 
necessary to cover lower-income 
enrollees’ care. When not enrolled, 
that effective subsidy is eliminated, 
and federal costs increase. 

•	 Decrease state savings modestly 
compared with the original 
approach, because the number of 
uninsured people would be larger 
and thus demand for state-funded 
uncompensated care higher. 

Adding the CARE provisions to the 
original approach would 

•	 eliminate uninsurance among 
the legally present population, 
decreasing the national number 
of uninsured people to 6.6 million. 
All of these remaining uninsured 
would be immigrants without 
legal documentation to reside in 
the United States (approximately 
4.4 million immigrants without 
documentation already have private 
insurance coverage); 

•	 insure 8.5 million more people than 
the original HA approach, increasing 
federal costs by $9.4 billion in 2020 
(an increase of $132.7 billion over 
current law in 2020 and $1.4 trillion 
over 10 years); 

•	 decrease state spending even 
further (an additional $5.0 billion 
in savings in 2020 compared 
with the original HA approach), 
with significantly fewer uninsured 
requiring uncompensated care. 
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Description of Policy Options: 
The Building Blocks of 
Healthy America 
This analysis provides three variations of 
the HA program, starting with the original 
approach, as detailed in our prior paper, 
then proceeds to two variations: 

1.	 HA with an individual requirement:
The original HA concept includes
an individual requirement that would
incentivize households to obtain
and maintain insurance coverage.
In addition, we introduced limited
autoenrollment of some of the low-
income uninsured population, all of
whom are eligible for $0 premium
coverage through the program.

2.	 HA with limited autoenrollment for
low-income enrollees only: This
approach includes all components
of the first, except it excludes an
individual requirement to obtain
insurance and any penalties for
remaining uninsured.

3.	 HA with CARE: This approach
eliminates the individual requirement
in the original design but adds what
we call Continuous Autoenrollment
with Retroactive Enforcement, 
or CARE. CARE would reach 
universal coverage for the legally
present population, deeming those
not actively enrolling in insurance
coverage insured through the HA
public option. CARE would create a
financial obligation for middle- and
higher-income people to contribute
to their insurance coverage on an
income-related basis.

First, we describe the HA components 
that apply to all three variations. Then 
we further describe the approaches that 
vary across the three. 

Components Included in All Three 
Healthy America Program Variations 
A New Health Insurance Market 
Perhaps the most important feature of 
the HA proposal is the establishment 
of the new market. It would serve the 
nonelderly population now enrolled in 
Medicaid, those now enrolled in the 
ACA’s marketplace and nonmarketplace 

nongroup health plans, those currently 
uninsured, and those choosing HA over 
an employer plan. All HA insurance 
plans would cover comprehensive 
benefits and have uniform cost-sharing 
requirements (deductible, out-of-
pocket maximum, etc.) consistent with 
the ACA’s qualified health plans and 
essential health benefits. HA would offer 
a government-administered, public, 
fee-for-service health insurance option, 
paying at or close to rates in the most 
competitive nongroup insurance markets 
today. The public option would operate 
alongside competing private insurance 
plans. All plans offered in the program 
would comply with ACA actuarial value 
tier requirements. 

or enroll in HA. Those with disabilities 
choosing HA would be eligible for the 
same coverage and financial assistance 
as other HA enrollees with the same 
income living in the same area. 

Premiums and Premium 
Contributions 
Full premiums (before subsidies) in the 
HA program would be computed based 
on the actuarial costs of the enrollee 
population in each state (i.e., like the 
ACA, premiums assume a statewide 
risk pool), adjusted for the federally 
funded reinsurance program which 
would spread the costs of high-cost 
cases broadly across the full tax-paying 
population. However, the excess health 

Compared with the ACA, HA premium subsidies would 
require lower household contributions as a percent of income 
and would be tied to higher actuarial value coverage (i.e., lower 
cost-sharing plans). 

The current Veterans Affairs health 
program, TRICARE, the Federal 
Employees Health Benefits Program, 
and the Indian Health Service would 
all remain in place. HA insurance 
plans would be available to any U.S. 
resident below age 65,4 though financial 
assistance to lower premiums and cost-
sharing requirements would only be 
available to legally present enrollees.5 

New administrative structures would be 
developed to facilitate enrollment. 

To avoid disrupting a popular program, 
the Medicare program would remain 
unchanged for all people ages 65 and 
older and for nonelderly people with 
disabilities. The current traditional 
Medicare structure of Parts A, B, and D 
with different cost-sharing requirements 
and no out-of-pocket limits could, in 
principle, be altered to match the HA 
benefit structure. We do not propose 
that here because of the complexity of 
doing so, the additional government 
costs necessarily associated with such a 
change, and our intent to limit disruption 
for populations expressing high levels of 
satisfaction with their current coverage.6 

Nonelderly people with disabilities could 
choose to remain enrolled in Medicare 

costs associated with people with 
disabilities (those otherwise eligible for 
Medicaid or choosing HA over Medicare) 
would be excluded from the premium 
computations. Premiums would be set 
based on modified community rating rules 
(age variation of 3 to 1), and the ACA’s 
medical loss ratio limits for the nongroup 
market would apply. Substate variation 
in premiums based on differences in 
input costs of providing care (but not 
differences in health care risk) would 
be permitted, consistent with the ACA’s 
approach. Immigrants without authorized 
status could enroll in HA plans but would 
be ineligible for financial assistance. 

HA enrollees’ premium contributions are 
structured similarly to those of the ACA, 
but HA provides more generous subsidies 
and expands eligibility for those subsidies 
to higher-income people. The federal 
subsidies for income-related premiums 
in HA are structured as premium tax 
credits tied to the benchmark premium 
for the 80 percent actuarial value public 
plan option in each enrollee’s area of 
residence and appropriate for their age 
(described further below). Premium 
subsidies decline as income increases. 
Compared with the ACA, HA premium 

Timely Analysis of Immediate Health Policy Issues
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subsidies would require lower household 
contributions as a percent of income and 
would be tied to higher actuarial value 
coverage (i.e., lower cost-sharing plans). 

•	 Those with incomes below the tax-
filing threshold, and others with 
incomes below 138 percent of the 
federal poverty level (FPL), would
pay no premiums, assuming they
enroll in a plan with premiums no
higher than the benchmark plan. 

•	 Those with incomes between 138
and 150 percent of FPL would pay
premiums between 0 and 2 percent of 
their income for the benchmark plan.

•	 Those with incomes between 150
and 200 percent of FPL would pay
premiums ranging from 2 to 4 percent 
of income for the benchmark plan.

•	 Those with incomes between 200
and 250 percent of FPL would pay
premiums ranging from 4 to 6 percent 
of income for the benchmark plan.

•	 Those with incomes between 250
and 300 percent of FPL would pay
premiums ranging from 6 to 7 percent 
of income for the benchmark plan.

•	 Those with incomes between 300

Systems would be developed to facilitate  
electronic monthly premium payments  
for those without employer withholding.  
The federal government would pay  
insurers (1) the income-based premiums  
it collects regularly from households and  
(2) the federal share of premiums for  
enrollees receiving subsidies for private  
HA plans. The federal government may  
have to pay private insurers upfront to  
prevent cash flow problems if insurers  
must pay claims before premiums are  
collected. The federal government would  
be reimbursed by enrollees for additional  
payments at tax time. Household
premium payments made throughout the  
year and the federal premium subsidies  
paid to HA plans would be reconciled by  
the income tax process.  

 

Benefits and Cost-Sharing Levels 
All HA plans would cover the ACA’s  
essential benefits. Low-income children,  
pregnant women, and enrollees with
disabilities would receive supplemental  
benefits to ensure those eligible for  
Medicaid under current law do not
receive reduced benefits. However,  
compared with current law, households  
would face significantly lower cost-
sharing requirements when enrolling in  

 

 

Low-income people would be eligible for even higher-value, lower 
cost-sharing plans than the 80 percent standard under the reform. 

and 400 percent of FPL would
pay premiums ranging from 7
to 8.5 percent of income for the
benchmark plan.  

 
 
 

•	 Those with higher incomes would
pay premiums of no more than 8.5
percent of income for the benchmark
plan. Those for whom the full
premium is less than 8.5 percent of
income would pay the full premium.

Employed HA  enrollees would have
their monthly premium contributions
withheld by their employers, who would
forward the payments to the HA program
to be distributed to the appropriate
insurer. Others would be required to
pay estimated premiums in the same
way that many pay estimated taxes.

 
 
 
 
 
 
 
 

standard marketplace coverage. The
standard benefit package under HA  
would have an actuarial value of 80
percent (e.g., single coverage deductible  
of $1,100, out-of-pocket maximum of
$4,000, copays for outpatient physician
visits, 20 percent coinsurance for hospital  
care). This coverage level is equivalent
to the ACA’s gold-tier plans and roughly  
comparable with the average employer-
sponsored plan.7 Under current law, the  
standard marketplace coverage is the
silver tier, with 70 percent actuarial value.  
Consequently, HA would substantially
lower consumers’  health care financial  
exposure. Low-income people would
be eligible for even higher-value, lower
cost-sharing plans than the 80 percent
standard under the reform: 

•	 People with incomes below 100
percent of FPL could enroll in 100
percent actuarial value plans.

•	 People with incomes between 100
and 150 percent of FPL could enroll
in 94 percent actuarial value plans.

•	 People with incomes between 150
and 200 percent of FPL could enroll
in 90 percent actuarial value plans.

•	 People with incomes between 200
and 300 percent of FPL could enroll
in 85 percent actuarial value plans.

People can still choose to enroll in 60  
percent AV actuarial value (bronze), 70  
percent AV actuarial value (silver), or  
90 percent AV actuarial value (platinum)  
plans) as they do today under the  
ACA, but the additional cost-sharing  
assistance would only be available to  
eligible people enrolling in 80 percent  
AV actuarial value (gold) tier coverage.  
Online systems and trained navigators  
would strongly encourage people eligible  
for cost-sharing assistance to take it  
up, clearly demonstrating the financial  
advantage of doing so. Choosing an  
insurance option with a higher premium  
than the benchmark (explained below)  
would mean additional costs for  
enrollees. Similarly, savings from a  
lower- premium option would accrue to  
the enrollee up to the point until their  
premium contribution is $0.  

 

 

 
 

 

 

 

 
 
 

Benchmark Premiums  
Benchmark premiums determine the level  
of federal financial assistance available  
to eligible enrollees. HA benchmark  
premiums would be set differently than  
those of the ACA’s nongroup insurance  
marketplaces where premium tax credits  
are tied to the premium of the second-
lowest-cost silver (70 percent actuarial  
value) plan available to the enrollee.  
The ACA’s premium tax credits cover  
the portion of that benchmark premium  
that exceeds a specified percentage of  
the enrollee’s income; that percentage-
of-income cap increases as income  
increases. Anyone choosing a plan with a  
higher premium than the second-lowest-
cost option must pay the full premium  
difference. Given that the ACA enrollee  
population tends to be quite price  

Timely Analysis of Immediate Health Policy Issues
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sensitive, this structure has resulted
in intense insurer price competition
in many markets. As a consequence,
benchmark premiums have been
lower than expected in many areas
(particularly those with considerable
population density), but simultaneously,
many insurers unable to price plans
among the least expensive options have  
exited the marketplaces. Particularly in
markets with smaller potential enrollee
populations, it is difficult for any but the  
lowest-premium insurers to achieve
significant market share. Consequently,  
there are often few competitors in these  
areas, and it is becoming unusual for the  
higher-cost plans with broader provider
networks to remain in these markets.  

 
 
 
 
 
 
 
 

 
 

 

 

In HA, premium benchmarks would be
set at the actuarially determined cost of
the public fee-for-service plan (including 
administrative costs). The public plan
provider payment rates would be based
on a set of rates approximating the most  
competitive private nongroup insurance
markets today, with adjustments for
area input costs, teaching status,
uncompensated care, and other factors
providers cannot alter in the short run.
These rates would generally be higher
than Medicaid rates and payments made  
by or on behalf of the uninsured but would  
generally be lower than many private
commercial insurers’ rates. Therefore,
on balance, payment rates would be
higher for the average HA  enrollee
than they would be under current law,
but a framework would control for rate
increases over time.  

 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

Above average costs associated with  
enrollees with disabilities would not be  
included in the calculation of the HA  
benchmark premiums. In many areas,  
this approach has been shown to
engender higher levels of private plan  
participation in the Medicare program  
than in the ACA marketplaces, particularly  
for national insurers with broader
provider networks.8,9 It also guarantees  
all enrollees have financial access to  
the public option at levels considered  
affordable under the approach. 

 

 

As shown below, we estimate that more
than 100 million people would be covered  

 

through the HA program. Together
with the program’s size, setting the
benchmark at the fee-for-service public
option premium level would make HA
attractive to many insurers. Importantly,
we also follow Medicare Advantage’s
lead in limiting HA  provider payment
rates by participating private insurers
(both in and out of network) to the levels  
used by the public option, increasing
the feasibility of private insurers being
able to compete with a public option.10 

People enrolling in a plan with a premium  
higher than the benchmark would pay
the difference in premiums directly to
their insurer. People who enroll in a less  
expensive plan could keep the difference  
until their premium contribution is $0.
Setting the benchmark premiums equal
to those of a fee-for-service plan using
competitive-level provider payment rates  

 
 
 
 
 
 
 
 

 
 

 
 

 
 
 

enrollees’ premiums would be capped  
as a percent of their income, general  
revenues would effectively pay for the  
cost of any adverse selection into the  
HA public option. If there is considerable  
adverse selection into the public  
option, even after adjustments for the  
permanent reinsurance program, the  
highest-income enrollees, for whom the  
unsubsidized premium fell substantially  
below 8.5 percent of income, would  
likely opt for one of the competing private  
insurance options. Adverse selection  
into the public plan would increase the  
program’s benchmark premiums, but  
other components of the program (such  
as premiums capped at fixed percentages  
of income; limited autoenrollment of low-
income, otherwise uninsured people;  
and reinsurance) would tend to attract  
healthier-than-average enrollees. Risk  

This approach would federalize the acute care part of Medicaid for 
the nonelderly and fold it in to the HA program. 

and capping rates for competing private  
insurers is one of the major differences  
between HA and the ACA.  

Reinsurance and Risk Adjustment  
HA  would make reinsurance for high-
cost cases permanent. Given the more  
generous premium tax credits under
HA than under current law, the cost
of the reinsurance program would be
completely offset by lower premium
tax credit costs. However, we still feel
it is important to retain the reinsurance  
program as a mechanism for increasing  
insurer confidence in market stability,  
promoting greater private insurer
competition, which can lower premiums  
over time. In the first year of the HA  
program, $10 billion would be devoted
to the reinsurance program. This amount  
would grow as the public option’s
premiums grow. 

 
 
 
 
 

 

 

 

The program would also employ risk
adjustment to spread health care
risk across private insurers offering
coverage in the new market. Like the
current traditional Medicare plan, the HA  
public plan would not be a part of the
risk-adjustment process. Because all

 
 
 
 

 
 

adjustment for the private plans offered  
in HA  would be budget neutral. If the  
private options are selected against,  
some method of protecting private  
insurers could be developed, but we  
believe this to be unlikely. Reinsurance  
would be funded with general revenues.  

Federalizing the Acute Care Part  
of Medicaid  
This approach would federalize the acute  
care part of Medicaid for the nonelderly  
and fold it into the HA program. The  
federalized program would provide  
supplemental benefits (transportation;  
early and periodic screening, diagnostic,  
and treatment services; access to  
essential community providers) to low-
income children, pregnant women, and  
enrollees with disabilities. This ensures  
that people eligible for Medicaid under  
current law have the same benefits  
under the new program. Federalizing  
this program, currently funded jointly  
by the federal government and states  
but administered by the states, would  
provide comprehensive, fully subsidized  
coverage to low-income people in all  
states, including the 17 that have not  
expanded Medicaid eligibility under the  

Timely Analysis of Immediate Health Policy Issues
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ACA, thus eliminating a major inequity
in the current system. States would
be required to continue contributing
what they already spend for Medicaid
and the Children’s Health Insurance
Program for these populations to help
finance the new program. Increases in  
state funding for HA would be indexed
to a five-year rolling average of gross  
domestic product. This indexing
approach means future state spending
would be lower than currently projected  
state expenditures on Medicaid and the  
Children’s Health Insurance Program.
The federal government would also take  

through their workplace. Those who
maintain their employer-sponsored
insurance would not pay premiums for  
HA. We recognize that large employers  
consider health insurance benefits an  
important part of the compensation
package they use to recruit and retain  
workers. We also recognize that many  
workers are satisfied with their coverage  
and appreciate how employers and
unions often tailor those benefits to  
their preferences. Finally, moving
over 100 million people with employer  
insurance into a new system would be  
highly disruptive and likely unpopular.  

 
 

 

 

 

 

 

 

Though we can anticipate some erosion of employer-sponsored 
insurance, the current tax exclusion for employer-sponsored 
insurance would provide a strong incentive for most employers 
to continue to of fer coverage to their workers and for most 
workers to continue enrolling in coverage through their workplace.  

over state responsibilities for matching
payments for Medicare premiums, cost
sharing, and extra benefits for low-
income Medicare enrollees.  

 
 

In addition to covering low-income
individuals in nonexpansion states,
adults and children would benefit from  
no longer changing insurance plans or
experiencing gaps in coverage when
family incomes change. There would
be more uniformity in the way lower-
income people are treated compared
with their higher-income counterparts,
including improved equity in provider
payment rates and access to providers,  
and proposals implemented in some
states that would create barriers to
enrollment (e.g., work requirements)
would be eliminated. States would
continue providing vital Medicaid long-
term services and supports, and they
would continue receiving current federal  
matching payments for doing so. 

 Employer-Sponsored Insurance 

 
 

 
 
 

 
 
 

 
 
 
 

 

With HA in place, most employers would  
continue providing insurance coverage.
The tax exclusion for employer-
sponsored insurance would remain,
providing a financial incentive for most  
workers to continue obtaining coverage  

 

 

Maintaining employer-based coverage
also reduces the size of the program and  
the new revenue needed to finance it.  

 

The firewall prohibiting employees from  
taking advantage of ACA  marketplace  
financial assistance would, however,  
be eliminated under HA. Such firewalls  
create inequities between otherwise
identical workers with differential access  
to employer insurance; without access  
to income-related financial assistance  
to purchase insurance, low-income
workers with employer insurance offers  
may ultimately fare worse than their
counterparts without offers (e.g., they  
may face higher premium contributions  
and/or cost-sharing requirements for
insurance coverage without higher wages  
to offset these costs). Consequently,
HA would allow all workers and/or
their legally present family members,
regardless of their access to an employer  
insurance offer, to enroll in an HA plan  
and obtain the income-related financial  
assistance for which they are eligible. No  
penalties would be imposed on workers  
or employers when workers (and/or their  
dependents) make such a choice. 

 

 

 

 

 
 
 

Employers would be required to comply
with strong antidiscrimination rules.

Employers could not offer coverage  
that encourages higher-income workers  
to maintain employer coverage but
low-income workers to leave for HA,  
nor could they create benefit designs  
whereby less-healthy workers would
choose to enroll in HA  while healthier  
workers would remain in the employer  
insurance plan. Though we can anticipate  
some erosion of employer-sponsored  
insurance, the current tax exclusion for  
employer-sponsored insurance would
provide a strong incentive for most  
employers to continue to offer coverage  
to their workers and for most workers to  
continue enrolling in coverage through  
their workplace. We assume the new  
health reimbursement arrangement
regulations that would allow employers  
to make pretax contributions to nongroup  
insurance on behalf of their workers  
would be reversed. Thus, because most  
workers receive a tax benefit for enrolling  
in their employer plan that is typically  
greater than the subsidies available  
in HA, most firms will continue to find  
it advantageous to provide coverage.  
However, to avoid subsidizing any
worker twice, any worker simultaneously  
enrolling in employer and HA plans  
would have the premiums paid by his or  
her employer to the firm’s plan treated as  
taxable income.11  

 Noncompliant Plans 

 
 

 

 

Short-term, limited-duration and other  
private insurance plans not complying  
with HA standards would be prohibited.  
This would include any insurance
arrangements designed to have more  
limited benefits and attract healthier  
people, as these plans would not 
contribute to the broader pooling of  
health care risk.  

 

 

Drug Pricing 
The HA  program would handle drug
prices in two ways. When Medicare
began providing drug coverage in
2006, it took over paying for drugs for  
those dually eligible for Medicare and  
Medicaid. Before 2006, these dual
eligibles benefitted from large Medicaid  
rebates. HA would extend these full
Medicaid rebates (about 50 percent off  
list prices) to all low-income Medicare  
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beneficiaries. The Congressional Budget  
Office has estimated that extending  
Medicaid rebates to low-income
Medicare beneficiaries would reduce  
Medicare spending by about $15 billion  
in the first full year of implementation  
and $154 billion over a 10-year period  
(2019–28).12  

 

We would also limit payments for
drugs for any HA-participating insurer
(including the new public option) by
requiring rebates halfway between
current Medicare and Medicaid rebates;  
this effectively increases prices for
the current Medicaid population but
decreases them for all others. Private  
insurance plans offering coverage in the  
nongroup markets (both in and outside  
marketplaces) or providing coverage to  
employer groups receive much smaller  
rebates today. This policy would reduce  
HA  private insurers’  payments for
prescription drugs by about 30 percent,13  
as well as households’ out-of-pocket
costs for prescription drugs. 

 
 
 
 

 
 

 

 

Enrollment Variations across the
Three Healthy America Approaches 

 

Across the three HA  options, we include 
different levels of autoenrollment
and individual requirements to obtain 
coverage. Autoenrollment poses very
significant challenges. Most prominently, 
no existing records list uninsured people, 
and autoenrolling people in insurance 
plans requires particular plans in which 

 

 

2.	 Limited autoenrollment without the
new financial penalty

3.	 Eliminate the new financial penalty
and instead deem all those not
actively choosing insurance coverage 
enrolled in the HA public option and
collect appropriate income-related
premiums through the tax system
retroactively, if necessary

As several states have shown,14  
Supplemental Nutrition Assistance
Program (SNAP) and Temporary
Assistance for Needy Families (TANF)  
receipt can be used to facilitate auto- 
or reenrollment in Medicaid coverage.  
Because all SNAP and TANF recipients  
with incomes below the poverty level  
would be eligible for $0 premiums  
under HA, HA would build upon state  
experiences using these programs to  
identify and enroll those eligible people  
not indicating other coverage into
the program. We assume that recent  
administrative actions designed to
reduce SNAP rolls would be reversed  
prior to implementation of this reform.  
Autoenrollees would be notified of their  
autoenrollment and given an opportunity  
to opt out (if, for example, they had  
enrolled in employer-based coverage  
or simply wished to remain uninsured)  
or choose an HA  private plan option.  
Though the government’s ability to
contact autoenrollees is imperfect, those  
not responding to requests for action  
would be autoenrolled in the HA public  

 
 

 

 

 

In this way, any eligible person seeking coverage from a health care  
provider during the year who had not yet actively enrolled in insurance  
coverage would be considered enrolled in the public option. 

to enroll them. In addition, collecting
premiums from those autoenrolled will not 
be straightforward, both programmatically 
and politically. As a result, we present 
three separate options: 

 

1.	 A replacement of the ACA’s now-
eliminated financial penalty for not 
obtaining coverage, redesigned to
encourage future coverage, with
limited autoenrollment of more
easily identifiable people eligible for 
HA coverage with a $0 premium 

 

option and subsequently sent coverage
information.15 In addition, any individual
remaining uninsured but sufficiently low 
income to be eligible for $0 premium
coverage would be enrolled in the HA
public option when they seek care, even
if they do so outside the open enrollment  
period. Consequently, we deem this
population to be effectively insured under  
each HA option.  

 

 

  

 

 
 

 

This population deemed insured would  
be enrolled in the public option to ensure  

they would not incur premium costs, for  
example, from being enrolled in a plan with  
a premium exceeding the benchmark. In  
addition, enrolling this population in the  
public fee-for-service option avoids the  
complexity associated with risk selection  
into any private managed-care plan for a  
population primarily enrolling in coverage  
when seeking medical care. During the  
next annual open enrollment period,  
those autoenrolled using their SNAP/ 
TANF data or when seeking medical care  
would be contacted and offered direct  
assistance to actively enroll in the HA  
program plan of their choice, and absent  
any action, they would be reenrolled in  
the public option for the next year.16  

The first HA  option, called the “individual  
requirement” below, closely reflects HA  
as originally conceived,1  and it includes  
limited low-income autoenrollment plus  
a financial penalty for people remaining  
uninsured during the prior calendar year.  
Structured differently than the ACA’s  
individual responsibility requirement, the  
penalty for remaining uninsured under  
this option would be the loss of half of  
the taxpayer’s income tax standard  
deduction. Nontaxpayers would owe  
no penalty, just as they would owe no  
premium if they had enrolled in the  
benchmark plan. Those paying the  
penalty but demonstrating they obtained  
and retained insurance coverage for the  
following 12 months would be refunded  
half of their lost deduction.  

The second HA option, called “limited  
autoenrollment only” below, would  
autoenroll low-income SNAP  and TANF  
recipients but excludes a financial  
penalty for remaining uninsured. 

The third approach, HA with CARE, could  
effectively eliminate uninsurance among
the population legally residing in the
US. A broad public relations campaign
using various strategies would be used
to notify the population that if they do
not actively enroll in health insurance
coverage through an employer or HA,
they will be deemed covered through
the public option. In this way, any eligible  
person seeking coverage from a health
care provider during the year who had
not yet actively enrolled in insurance
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coverage would be considered enrolled  
in the public option. These late-identified  
enrollees would be strongly encouraged  
to pay premiums regularly via federally  
established enrollment offices and an  
online system. However, if they fail to
pay income-related premiums during the  
year, the premiums they owe for the full  
plan year  (less any months otherwise
insured) would be added to their tax
bill. Anyone not obtaining health care
during the year and not actively enrolling  
in a plan would also be assessed the  
appropriate income-related premium via  
the tax system. 

 

 
 
 

For many taxpayers, this would mean  
reduced tax refunds, but for others,  
this would mean an increase in their  
end-of-year tax payments. The individual  
requirement approach assesses a
financial tax penalty but does not use the  
funds to enroll the person in coverage;  
the CARE approach does not apply any  
noncompliance penalties but instead  
provides insurance coverage and
collects the premium the person could  
otherwise have paid during the year.  
Those deemed insured through the HA  
public option would be insured for any  
care they would need but would still be  
subject to premium payments at the end  
of the year. 

 

 

The CARE approach includes an
inherent trade-off similar to that
associated with single-payer proposals:
achieving universal coverage requires
implementation of a system that collects  
funds (premiums or other designated tax  
revenue) and enrolls people in insurance  
coverage who would not enroll and
contribute to the system voluntarily. 

 
 
 
 

 

Methodology 
We estimate the coverage and health
care spending implications of the HA
approaches using the Urban Institute’s
Health Insurance Policy Simulation
Model (HIPSM). HIPSM, a detailed
microsimulation model of the U.S. health  
insurance system designed to estimate
the cost and coverage effects of policy
options, has been used extensively to
model implications of health reforms at
the national and state levels. Analyses
using HIPSM have been widely cited,

 
 
 
 
 

 
 
 
 
 
 

including in the Supreme Court’s majority  
opinion in King v. Burwell.17  

HIPSM uses responses from two years
of the American Community Survey. The
population is aged to future years using
projections from the Urban Institute’s
Mapping America’s Futures program.18 

HIPSM is designed to incorporate timely,
real-world data when they are available.
We regularly update the model to reflect
published Medicaid and marketplace
enrollment and costs in each state.
The enrollment experience in each
state under current law affects how the
model simulates policy alternatives.

option and private insurance options.  
We assume the public option would  
reimburse providers at rates similar to  
those in the most competitive nongroup  
insurance markets today, and HA private  
insurers’ provider payment rates (both  
in and out of network) would be capped  
at the same rates. Because we do not  
have representative claims data for the  
private nongroup insurance market, we  
approximate the desired payment rate  
levels by estimating the premiums in  
each rating region as if they were highly  
competitive (i.e., at least five participating  
insurers and hospital Herfindahl-
Hirschman Index of no more than 5,000).  

We assume the public option would reimburse providers at rates 
similar to those in the most competitive nongroup insurance 
markets today, and HA private insurers’ provider payment rates 
(both in and out of network) would be capped at the same rates. 

 
 
 
 

 
 
 
 
 
 
 
 

The current version of HIPSM is
calibrated to state-specific targets for  
marketplace enrollment following the
2019 open enrollment period, 2019
marketplace premiums, and late 2018
Medicaid  enrollment from the Centers
for Medicare & Medicaid Services
monthly enrollment snapshots. As of this  
publication, no 2019 data were available  
on off-marketplace nongroup or non–
ACA compliant nongroup coverage.
Therefore, we simulate baseline
enrollment in these coverage types using  
available 2018 and 2019 information on  
those and other coverage sources. 

 

 
 
 
 
 

 
 
 

The simulations account for relevant
state regulations, such as banning
short-term, limited-duration plans.19  Our  
current-law estimates account for the
federal individual mandate penalties
being set to $0 beginning in plan year  
2019, as well as California, the District  
of Columbia, Massachusetts, and New  
Jersey having established individual
mandate penalties. We treat states in
which the ACA Medicaid expansion has  
been approved by ballot initiative but not  
yet implemented as nonexpansion states  
(Idaho, Nebraska, and Utah). 

 
 

 
 

 
 

As described above, the HA program is  
envisioned to include a public insurance  

As has been shown in other work,20 as 
the number of insurers increases and  
hospital concentration decreases in the  
ACA marketplaces, premiums decrease  
significantly, controlling for other factors.  
Thus, we assume that pricing in highly  
competitive insurance markets (many of  
which include managed-care insurers  
that offered coverage only in the
Medicaid program before the ACA) is a  
reasonable proxy for desirable rates in  
the HA markets. 

 

Our estimates of current state spending  
on Medicare premiums and cost-sharing  
assistance for the low-income elderly  
population are inflated to 2020 based on  
data from the 2014 Medicaid Statistical   
Information System. Uncompensated  
care spending by the federal government,  
state governments, and providers is  
based on Coughlin and colleagues’  
findings.21  Those estimates are adjusted  
under reform options as a function of  
changes in the number of uninsured  
people and the expected health care  
costs of those remaining uninsured. 

Consistent with empirical economic  
research,22 we assume decreases in  
employer contributions to workers’ health  
insurance would, in equilibrium, be  
passed back to all workers in the firm via  
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higher wages. These additional wages
are taxable, whereas health insurance
contributions are not, and therefore this  
shift in compensation type increases
income tax revenues. The shift would
also increase payroll tax revenues, but
we do not count those here as offsets to  
the federal costs associated with HA. We  
assume employers’ decreased spending  
on inactive workers are not passed onto  
workers via higher wages; they simply
constitute savings to employers.  

  

  

  

 

 
 

We estimate the prescription drug
savings from requiring manufacturers  
to pay rebates to insurers on behalf of  
HA  program enrollees using forthcoming  
work by Kesselheim and Hwang.23 We  
identify those receiving SNAP  and TANF  
by reported receipt on the American  
Community Survey data underlying our  
model. Receipt of these programs is  
underreported, so we likely undercount  
those eligible for SNAP or TANF. 24 

 

Results 
All results are simulated as if the HA  
policy options were fully implemented  
and phased in in 2020.  

 Effects on the Uninsured by Legal 
Resident Status 
Table 1 shows the effect of the three
HA options on the number of uninsured
people and the share of the nonelderly
population uninsured compared with
current law. We break the estimates out
for (1) U.S. citizens and other legally

 
 
 
 
 
 

present U.S. residents (the population
eligible for financial assistance under  
HA) and (2) undocumented immigrants  
(the population eligible to purchase
coverage at full cost but ineligible for
financial assistance).  

 

 
 

The original conception of HA, which
includes limited autoenrollment and
an individual requirement to obtain
insurance or pay a penalty, would
increase insurance coverage by 17.1
million people, reducing the number of
uninsured people to 15.1 million, or 5.5  
percent of the nonelderly population.
Approximately 8.5 million U.S. citizens
and other legally present residents
would remain uninsured, or 3.2 percent  
of this population. Uninsurance among
nonelderly undocumented immigrants
is currently very high, with 6.6 million
uninsured (or about 60 percent of that
population), and would remain high
without further assistance. 

 
 
 
 
 
 

 
 
 

 
 
 
 
 

Eliminating the individual requirement  
but retaining limited low-income
autoenrollment only (i.e., without any  
penalties for remaining uninsured) would  
decrease the number of uninsured
people by 16.0 million compared with  
current law; 16.2 million people would  
remain uninsured under the reform,
or 5.9 percent of the U.S. nonelderly  
population. Approximately 9.6 million
U.S. citizens and other legally present  
residents would remain uninsured, or 3.6  
percent of that nonelderly population.  
Compared with the option without the  

 

 

 

 

individual requirement, the option with  
the individual requirement results in 1.1  
million more insured people. The effect  
of eliminating the penalties is relatively  
small compared with earlier estimates of  
the effect of the ACA’s individual mandate  
because of HA’s more generous financial  
assistance and autoenrollment of low-
income people eligible for $0 premiums.  
This low-income autoenrollment would  
be in place under all the HA options and  
would significantly reduce the number of  
people affected by imposing an individual  
requirement policy.  

Adding the CARE option to HA  would  
eliminate uninsurance among U.S.
citizens and others legally residing in the  
United States. The 6.6 million remaining  
uninsured would all be undocumented  
immigrants, comprising 2.4 percent of  
the total nonelderly population. 

 

Additional government funding for
providers caring for large numbers  
of undocumented immigrants via
uncompensated care provided by
hospitals and community health centers  
would likely more effectively address  
the basic health care needs for this  
population than making them eligible  
for HA.25 We have not, however,  
included estimates for such programs  
here beyond acknowledging that some  
government funding for uncompensated  
care (both state and federal) would  
remain in the system, along with some  
in-kind care provision.  

 

 
 

Table 1. Breakout of Number of Nonelderly Uninsured and Uninsured Rate 
by Documented Status under Current Law and Reform Options, 2020  
Counts only include those completely uninsured, excluding those with short-term, limited-duration policies 

Current Law 

 Millions of 
People 

 Uninsured 
Rate 

 Healthy America  
  & Individual Requirement 

 Millions of 
People 

 Uninsured 
Rate 

 Healthy America  
-with Low Income 

Autoenrollment Only 

 Millions of 
People 

 Uninsured 
Rate 

Healthy America & CARE 

 Millions of 
people 

 Uninsured 
Rate 

Total 32.2 11.7% 15.1 5.5% 16.2 5.9% 6.6 2.4% 

US Citizens and Other 
Residents Legally Present 24.0 9.1% 8.5 3.2% 9.6 3.6% — 0.0% 

Undocumented Immigrants 6.6 59.7% 6.6 59.9% 6.6 59.9% 6.6 59.9% 

Source: The Urban Institute, Health Insurance Policy Simulation Model, 2019. 

Note: CARE = Continuous Autoenrollment with Retroactive Enforcement. 
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Effects on the Distribution of Health  
Insurance Coverage 
Table 2 shows the three HA  options’
effects on the distribution of health
insurance for the nonelderly. The table  
includes all U.S. residents below age
65. The HA approach with an individual 
requirement would decrease employer-
sponsored insurance by 18.9 million
people (12.8 percent), a consequence
of more generous premium and cost-
sharing assistance and elimination of the  
employer-sponsored insurance firewall.  
The decrease in employer-based
coverage would be of similar size under  
all simulated HA policy options. 

 
 

 

 
 

 

The size of the HA markets would
be much larger than the current-law
private nongroup insurance markets; we  
estimate more than 120 million enrollees  
under each policy design, compared with  
15.5 million people in nongroup coverage  
under current law. Approximately 68.8

 
 

 

million people in the HA  plans would be  
low income and enrolled in Medicaid  
under current law. As noted above, 18.5  
to 18.9 million people (depending on  
the option) would move from employer-
based coverage to HA. Coverage
through short-term, limited-duration
policies would be eliminated, leading to  
an additional shift of 2.4 million people  
into HA.  

 
 

Uninsurance is the coverage dynamic  
varying most across the HA policy
options. In the first approach with an  
individual requirement, uninsurance falls  
by 17.1 million people. That figure drops  
to 16.0 million people when the penalty  
for remaining uninsured is removed.
The difference, 1.1 million more insured  
with the individual requirement, as noted  
in the previous section, is relatively
small because of HA’s more generous  
financial assistance than that in the  
ACA’s nongroup market, as well as

 

 

 

 

its low-income autoenrollment, which  
stays constant across the options. The  
third option, HA plus CARE, decreases  
uninsurance the most, by 25.6 million  
people, because legally present residents  
not actively enrolling are deemed  
enrolled in the public option during the  
year, regardless of whether they seek  
medical care. Postsubsidy premiums for  
late enrollees and those not accessing  
medical care during the plan year would  
be collected via the income tax system.  
Under HA and CARE, the program would  
enroll 130.6 million people. 

Comparison of Households’ Direct  
Spending in Healthy America Versus  
ACA Marketplaces 
Compared with current law, HA would  
reduce direct spending on premiums  
and out-of-pocket costs for two groups  
of people. First, many of those currently  
enrolled in ACA marketplaces would be  
eligible for new or additional financial  

Table 2. Health Insurance Coverage Distribution of the Nonelderly Population 
(under Age 65) under Current Law and Healthy America, 2020 

Current Law 

1000s Percent 

 Healthy America  
  & Individual Requirement 

1000s Percent 
Diff. from 

 Current 
Law 

Healthy America with Low - 
Income Autoenrollment Only 

1000s Percent 
Diff. from 

 Current 
Law 

Healthy America & CARE 

1000s Percent 
Diff. from 

 Current 
Law 

With Minimum Essential 
Coverage (Excludes 
STLD Coverage) 

240,508 87.4% 260,080 94.5% 19,572 258,955 94.1% 18,446 268,535 97.6% 28,027 

Employer-Sponsored 
Insurance 147,570 53.6% 128,674 46.8% (18,896) 129,042 46.9% (18,529) 128,674 46.8% (18,896) 

Private Nongroup 
Insurance 15,467 5.6% 122,775 44.6% 107,308 121,282 44.1% 105,815 131,229 47.7% 115,763 

Basic Health Program 790 0.3% 0 0.0% (790) 0 0.0% (790) 0 0.0% (790) 

 Marketplace with PTC 8,328 3.0% 0 0.0% (8,328) 0 0.0% (8,328) 0 0.0% (8,328) 

Full-Pay Nongroup 6,348 2.3% 656 0.2% (5,692) 655 0.2% (5,693) 656 0.2% (5,692) 

Healthy America 0 0.0% 122,119 44.4% 122,119 120,626 43.8% 120,626 130,573 47.5% 130,573 

 Medicaid/CHIP 
 Acute Care 68,840 25.0% 0 0.0% (68,840) 0 0.0% (68,840) 0 0.0% (68,840) 

Other Public 8,632 3.1% 8,632 3.1% 0 8,632 3.1% 0 8,632 3.1% 0 

Without Minimum 
Essential Coverage 34,625 12.6% 15,053 5.5% (19,572) 16,179 5.9% (18,446) 6,599 2.4% (28,027) 

Uninsured 32,183 11.7% 15,053 5.5% (17,130) 16,179 5.9% (16,004) 6,599 2.4% (25,584) 

Short-Term, Limited-
Duration Policies 2,442 0.9% 0 0.0% (2,442) 0 0.0% (2,442) 0 0.0% (2,442) 

Total 275,134 100.0% 275,134 100.0% 0 275,134 100.0% 0 275,134 100.0% 0 

Source: The Urban Institute, Health Insurance Policy Simulation Model, 2019. 

Notes: CARE = Continuous Autoenrollment with Retroactive Enforcement. STLD = short-term, limited-druation. PTC = premium tax credits. CHIP = Children’s Health Insurance Program. 
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assistance. Second, people choosing
to move from employer-sponsored
insurance to HA would tend to do so
because the change would reduce their  
health care costs.  

 
 
 

Table 3 provides examples of how
coverage affordability under HA  could
compare with affordability under the
ACA’s marketplaces for people of
different ages, incomes, and family
structure. The cost-sharing levels
used in the table are examples based  

 
 
 
 
 
 

on median options offered in the ACA
marketplaces, with minor modifications  
made using the Centers for Medicare
& Medicaid Services actuarial value
calculator for 2020 to hit target actuarial  
value levels in that year. Plans of any
given actuarial value could take many
forms, so these represent only examples  
of possible coverage structures at each  
level. Household premium savings
would be largest for older single adults  
and families with incomes slightly higher  
than the ACA’s subsidy cutoff of 400

 

 
 

 
 

 

 

percent of FPL. Premium savings would  
exceed $11,000 for singles age 64 and  
our example family of four (two adults  
age 35 and two children) with incomes of  
450 percent of FPL. Savings would still  
be significant, but smaller, for younger  
adults, singles, and families at each  
income level. Premiums savings for  
lower-income singles would not vary with  
age because their premium contributions  
are capped under both the ACA  and HA  
as a percent of income. 

Table 3. Example Premium and Out-of-Pocket Cost Comparison, ACA Marketplaces 
and Healthy  America, 2020 
Based on national median-priced 2019 plans offered by federally facilitated marketplaces, adjusted using the 2020 CMS actuarial value calculator 

138% of FPL 

ACA 

(94%  
AV) 

Healthy  
America 

(94%  
AV) 

Difference 

250% of FPL 

ACA 

(73% 
AV) 

Healthy  
America 

(85% 
AV) 

Difference 

350% of FPL 

ACA 

(70% 
AV) 

Healthy  
America 

(80% 
AV) 

Difference 

450% of FPL 

ACA 

(70% 
AV) 

Healthy  
America 

(80%
AV) 

Difference 

 

Premiums 

Single Coverage 

Age of Enrollee: 

25 $536 $0 -$536 $2,610 $1,874 -$737 $4,310 $3,388 -$922 $5,375 $4,777 -$598 

45 $536 $0 -$536 $2,610 $1,874 -$737 $4,310 $3,388 -$922 $7,731 $4,777 -$2,953 

64 $536 $0 -$536 $2,610 $1,874 -$737 $4,310 $3,388 -$922 $16,061 $4,777 -$11,284 

Family of 4 (2 
Parents Age 35, 
2 Children) 

$1,105 $0 -$1,105 $5,382 $3,863 -$1,519 $8,886 $6,985 -$1,902 $21,276 $9,849 -$11,427 

Out-of-Pocket Requirements 

Coinsurance on 
Inpatient Care 10% 10% 0% 20% 10% -10% 25% 20% -5% 25% 20% -5% 

Single Coverage 

Deductible $200 $200 $0 $2,400 $1,150 -$1,250 $2,500 $1,100 -$1,400 $2,500 $1,100 -$1,400 

Out-of-
Pocket 
Maximum 

$700 $700 $0 $5,000 $2,100 -$2,900 $6,000 $4,000 -$2,000 $6,000 $4,000 -$2,000 

Family Coverage 

Deductible $400 $400 $0 $4,800 $2,300 -$2,500 $5,000 $2,200 -$2,800 $5,000 $2,200 -$2,800 

Out-of-
Pocket 
Maximum 

$1,400 $1,400 $0 $10,000 $4,200 -$5,800 $12,000 $8,000 -$4,000 $12,000 $8,000 -$4,000 

Notes: CMS = Centers for Medicare & Medicaid Services. FPL = federal poverty level. ACA = Affordable Care Act. AV = actuarial value. Premiums displayed are annual. 

Additional cost sharing details for each option: 
• 94% AV Plan: $10 primary care physician visit copay; $30 specialist visit copay; $7 generic drug copay; $30 preferred brand drug copay; $100 nonpreferred drug copay; 10% coinsurance after

deductible for specialty drugs. 
• 85% AV Plan: $10 primary care physician visit copay; $30 specialist visit copay; $7 generic drug copay; $30 preferred brand; 10% coinsurance after deductible nonpreferred drugs; 10% coinsurance 

after deductible for specialty drugs. 
• 80% AV Plan: $20 primary care physician visit copay; $40 specialist visit copay; $15 generic drug copay; $50 preferred brand; $150 nonpreferred drugs; 50% coinsurance after deductible for specialty 

drugs. 
• 73% AV Plan: $10 primary care physician visit copay; $50 specialist visit copay; $7 generic drug copay; $30 preferred brand; $100 nonpreferred drugs; 20% coinsurance after deductible for specialty 

drugs. 
• 70% AV Plan: $25 primary care physician visit copay; $55 specialist visit copay; $7 generic drug copay; $45 preferred brand; $150 nonpreferred drugs; 25% coinsurance after deductible for specialty 

drugs. 

Source: Urban Institute analysis of CMS marketplace data and the CMS actuarial value calculator. 
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Table 4. Average Household Direct Spending on Premiums and OOP Health Costs 
per Covered Life Switching from ESI to Healthy America, 2020 

Current Law Healthy  America  &  Individual  Requirement Difference 

Premiums $1,971 $1,298 -$673 

OOP Health Costs $1,218 $744 -$473 

Total $3,189 $2,042 -$1,147 

Source: The Urban Institute, Health Insurance Policy Simulation Model, 2019. 

Notes: OOP = out-of-pocket. ESI = employer-sponsored insurance.  

At these premium levels, households
would also be eligible for coverage
with lower cost-sharing requirements
under HA than under current law.  ACA 
premium tax credits are tied to a 70
percent actuarial value plan, an example  
of which is shown here as having a
single deductible of $2,500, an out-of-
pocket maximum of $6,000, and 25
percent coinsurance for inpatient care.
By comparison, an example of an 80
percent actuarial value plan associated
with the HA premium tax credits has
a deductible $1,400 lower, an out-of-
pocket maximum $2,000 lower, and
lower coinsurance and outpatient care
copayments. Lower-income people
would also reap savings from additional  
cost-sharing subsidies under HA. For
example, single adults with income
of 250 percent of FPL in typical plans
would have a $1,250 lower deductible, a  
$2,900 lower out-of-pocket maximum, a  
10 percent inpatient coinsurance instead  
of 20 percent, and lower copayments for  
outpatient care. 

 
 
 
 
 

 

 
 
 
 
 

 
 
 

 
 
 

Table 4 shows the average change in  
households’ premium and out-of-pocket  
spending for those choosing to move  
from employer-based insurance to HA  
under the first option with the individual  
requirement (i.e., the original HA 
formation). Employer-based coverage  
does not differ appreciably under the  
three options. Households choosing to  
move from employer coverage to HA  
would, on average, save $673 per year  
in direct spending on premiums and  
an average of $473 per year in out-of-
pocket spending when accessing care,  
for a total average savings of $1,147 per  
year on health care costs. 

 

Effects on Health Care Spending for  
Acute Care for the Nonelderly 
Table 5 compares health care spending  
by payer (employers, households,
government, health care providers)
under each HA  option and current law.  
Spending in this table includes  

 
 

•  employer-paid premiums;26  

•	 premiums and direct out-of-pocket
payments made by households;

•	 federal government spending
on premium and cost-sharing
assistance for those buying
coverage through the current-law
nongroup market or HA  (reform),
reinsurance (current law and
reform), Medicaid acute care for the 
nonelderly (current law), premiums
and cost-sharing assistance for low-
income Medicare enrollees (reform), 
and uncompensated care (current
law and reform);

 
 

 

•	 state government spending on
reinsurance programs (current law in 
9 states as of 2020), Medicaid acute
care for the nonelderly (current law),
Medicaid maintenance-of-effort
payments (reform), premiums and
cost-sharing assistance for low-
income Medicare enrollees (current
law), and uncompensated care
(current law and reform); and

 

 

 

•	 offsets to increased federal
spending under reform, including
state Medicaid maintenance-of-
effort payments made to the federal
government, increased income tax
revenue because of lower enrollment
in employer-sponsored insurance,
and prescription drug savings from

 

requiring Medicaid-level rebates
on behalf of Medicare-Medicaid
dual eligibles.  

 
 

Employer spending on health care. 
Under each HA approach, employer
spending on health insurance would
decrease by approximately 12 percent,
or $109.2 to $110.9 billion. These
decreases correspond to decreases in
employer-sponsored insurance coverage  
of roughly 13 percent.  

 
 
 
 
 
 

Household spending on health care.  
Household spending on premiums
would increase modestly compared with  
current law, because more people would  
have affordable access to coverage and  
make some premium contribution to
newly gained coverage. Simultaneously,  
out-of-pocket care costs would decrease  
compared with current law, reflecting the  
lower cost-sharing available to many  
enrollees with HA coverage. Under
the original HA approach, household  
spending would increase by $6.2 billion,  
or 1.1 percent. In the alternative without  
the individual requirement, household  
spending would increase by $3.4 billion,  
or 0.6 percent, compared with current  
law. In the HA plus CARE approach,  
8.5 million more people would enroll  
in insurance coverage, most with
some premium contribution, therefore  
increasing overall household spending  
on health care by $16.0 billion in 2020,  
or 2.9 percent. 

 

 

 

 

Federal and state government  
spending on health care. Federal  
government spending would increase  
under all three HA  approaches because  
of the additional financial assistance  
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Table 5. Acute Health Care Spending for the Nonelderly under Current Law and Reform 
Options, 2020
 

Current Law 

Payer $ Millions 

 Healthy America  
  & Individual Requirement 

$ Millions 
Diff. from 
Current Law 

Healthy America with Low-
Income Autoenrollment Only

$ Millions 
Diff. from 
Current Law 

Healthy America & CARE 

$ Millions 
Diff. from 
Current Law 

Employer 924,280 813,359 (110,921) 815,079 (109,200) 813,359 (110,921) 

Household 560,313 566,489 6,175 563,715 3,401 576,331 16,017 

Premiums 340,248 348,105 7,856 345,157 4,909 360,118 19,870 

Out-of-Pocket 220,065 218,384 (1,681) 218,557 (1,508) 216,212 (3,853) 

Government 637,431 742,821 105,390 744,947 107,516 747,263 109,832 

Federal 435,525 575,108 139,583 576,518 140,993 584,537 149,012 

Subsidies & Reinsurance 
(Including BHP) 60,450 740,666 680,216 740,932 680,482 758,075 697,625 

Medicaid Acute Care for 
Nonelderly 347,553 0 (347,553) 0 (347,553) 0 (347,553) 

State Medicaid Maintenance-
of-Effort Payments 0 (184,115) (184,115) (184,115) (184,115) (184,115) (184,115) 

Uncompensated Care 27,523 10,557 (16,966) 11,702 (15,821) 2,577 (24,946) 

Prescription Drug Savings on 
Dual Eligibles 0 (15,000) (15,000) (15,000) (15,000) (15,000) (15,000) 

Medicare Premiums and 
Medicaid Acute Care for Low-
Income Elderly 

0 23,000 23,000 23,000 23,000 23,000 23,000 

State 201,906 167,713 (34,193) 168,428 (33,477) 162,726 (39,180) 

Reinsurance and State 
Subsidies 589 0 (589) 0 (589) 0 (589) 

Medicaid Acute Care for 
Nonelderly 184,115 0 (184,115) 0 (184,115) 0 (184,115) 

State Medicaid Maintenance-
of-Effort Payments 0 184,115 184,115 184,115 184,115 184,115 184,115 

Medicare Premiums and 
Medicaid Acute Care for Low-
Income Elderly 

0 (23,000) (23,000) (23,000) (23,000) (23,000) (23,000) 

Uncompensated Care 17,202 6,598 (10,604) 7,313 (9,888) 1,611 (15,591) 

Providers 
 (Uncompensated Care) 24,082 9,237 (14,845) 10,239 (13,844) 2,255 (21,827) 

Total 2,146,106 2,131,905 (14,201) 2,133,980 (12,126) 2,139,207 (6,899) 

Federal Spending Change from 
Current Law 139,583 140,993 149,012 

Income Tax Increases from 
Lower ESI 16,307 16,010 16,307 

Additional Federal Revenues 
Needed Net of Increased 
Income Tax Receipts 

123,275 124,983 132,704 

Source: The Urban Institute, Health Insurance Policy Simulation Model, 2019.
 

Notes: BHP = basic health plan. CARE = Continuous Autoenrollment with Retroactive Enforecement. ESI = employer-sponsored insurance.
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provided, the larger numbers of covered  
lives, and the shift of enrollees from
the Medicaid program into the new HA  
program. Additional federal revenues
needed to finance the program would  
range from $123.3 billion under the
individual requirement option to $132.7  
billion under the CARE option, if fully
phased in in 2020 (bottom row of
Table 5).   

  

  

  

 

 

Estimating 10-year federal costs is
inherently difficult because all programs
would require a phase-in period designed
to accommodate the implementation of
a new program, and other unforeseen
changes in the economy and health
care system can have significant effects.
However, assuming cost growth within
the HA program structure could be
constrained to 0.5 percentage points
below recent trends in the commercial
insurance market, and accounting for
population growth, we estimate net
federal government costs of $1.3 to
$1.4 trillion over 10 years for each of
the three HA approaches (not shown).
With an appropriate phase-in schedule,
and accounting for the lag in people’s
behavior changes, the 10-year net costs
would be somewhat lower. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The alternative with only autoenrollment  
for the low-income population would
have only modestly higher net federal
government costs than the option with
the individual requirement, because the  
latter brings in additional enrollees facing  
the full unsubsidized premium (because  
the premium would amount to less than  
8.5 percent of their family income). Thus,  
premiums paid by these reasonably
healthy, higher-income enrollees would
effectively offset a small percentage of
federal subsidies paid on behalf of the
lower-income enrollees in the HA program  
under either option. Federal premium
and cost-sharing subsidies are highest
in the CARE approach because of the
significantly larger enrollee population.  

 
 
 

 
 
 
 

 
 
 

The federal government would absorb  
$23.0 billion in spending devoted to
lowering premium and cost-sharing for  
low-income Medicare enrollees; these  
costs are savings for state governments.  
Both the federal government and state  

 

governments would no longer spend
money on Medicaid acute care for the
nonelderly, constituting savings for both.
State governments would, however,
be required to contribute to the federal
costs associated with HA by making
maintenance-of-effort contributions.
These contributions would be based on
current-law Medicaid spending but would
grow more slowly than Medicaid program
spending has typically grown, creating
additional savings for state governments
over time. As the number of uninsured
people decreases, state and federal
spending on uncompensated care would
also decrease.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The federal government’s costs for HA
would also be offset by a new requirement  
that prescription drug manufacturers pay  
rebates on prescription drugs purchased  
on behalf of Medicare and Medicaid dual  
eligibles, saving $15.0 billion in 2020,
according to the Congressional Budget  
Office.12 In addition, as fewer workers
enroll in employer-based insurance,
we estimate that compensation via
contributions to health insurance would  
convert into an additional $78.9 to $80.4  
billion in wages, taxable as income (data  
not shown). Consequently, income tax
revenue would increase by $16.0 to
$16.3 billion, offsetting a portion of the  
increase in federal government health
care spending. Payroll tax revenue would  

 

 

 
 
 

 
 

 

 
 
 
 
 
 
 
 

 

Under the HA options, overall spending  
on health care, accounting for all of  
these sources of spending, is estimated  
to decrease modestly, by $6.9 to $14.2  
billion, or less than 1 percent, in 2020.  

Discussion 
Approximately 32 million people are  
expected to be uninsured in 2020,  
despite advances brought by the ACA.  
Health insurance affordability remains a  
high-ranking concern in America.27 The  
three HA program options presented  
here are designed to address the  
continuously large number of uninsured  
Americans; lack of affordability of  
coverage for many, regardless of  
whether they are shopping for insurance  
on their own or have coverage offers  
from an employer; and the high costs of  
coverage in noncompetitive insurer and/ 
or provider markets. The approaches are  
intended to limit disruption of insurance  
coverage with high rates of satisfaction  
(i.e., employer-based insurance and  
Medicare) while using federal dollars  
effectively and efficiently.  

No large-scale expansion of coverage  
and affordability can be accomplished  
without increasing government spending.  
However, any of the HA approaches  
delineated here could be implemented  
at a net federal cost of approximately  

We estimate net federal government costs of $1.3 to $1.4 trillion 
over 10 years for each of the three HA approaches. 

also increase for the same reason (we
estimate additional revenues of roughly
$10.6 billion), but we do not assume here
that those revenues would be used to
offset costs of the new program. 

 
 
 
 

A portion of uncompensated care is
funded directly by physicians, hospitals,
and pharmaceutical manufacturers
through in-kind care. With significant 
decreases in the number of uninsured
people, each HA  option would reduce
the costs associated with providing free
or reduced-priced care. We estimate
that providers would save $13.8 to $21.8  
billion as a result, depending on the
option implemented. 

$1.3 to $1.4 trillion over 10 years, a  
substantially lower federal cost than  
proposed single-payer approaches.28,29,30  
Health care spending would also
be reduced for employers, state
governments, health care providers,  
and many families. Depending on the  
approach, the uninsurance rate could  
drop to as low as 2.4 percent of the  
nonelderly population (all Americans  
insured except 6.6 million undocumented  
immigrants), greatly expanding not only  
coverage but financial access to care  
for millions of Americans. Obviously, if  
provider payment rates approximating  
the most competitive levels could not be  
achieved for political reasons, or if rates  
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in some areas (e.g., rural areas) are too  
low to sufficiently support existing or  
needed provider supply, then payment  
rates would have to be set higher, and  
the federal costs for HA would be higher  
than shown here. Net federal costs would  
also be higher without a commitment of  
Medicaid maintenance-of-effort funding  

As we show, there are trade-offs with  
designing an approach like HA to achieve  
universal coverage (for the legally
present population) versus designing  
it to reach near-universal coverage (in  
which approximately 3 percent of the  
nonelderly legally present population
remains uninsured). The increased

 

 
 

The size of the HA markets would be much loarger than the current-
law private nongroup insurance markets; we estimate more than 
120 million enrollees under each policy design, compared with 15.5 
million people in nongroup coverage under current law. 

from the states. However, setting HA
provider payment rates at competitive
levels would signify increased payment
rates on behalf of current-law Medicaid  
enrollees and the uninsured, populations  
that would make up most Health
America enrollees. Plus, even with a
maintenance of effort by states based on  
current Medicaid/the Children’s Health
Insurance Plan acute care spending for  
the nonelderly, states would achieve
budgetary savings that would increase
with time. 

 
 
 

 
 

 

 
 

net federal cost per additional person  
insured under the universal approach,  
HA plus CARE, would be quite low (less  
than $1,200 in 2020). However, covering  
an additional 8.5 million people would  
require a system that retroactively collects  
income-related premium payments from  
those not actively enrolling in coverage.  
Such an approach would ensure all  
Americans have affordable access to  
necessary medical care but would also  
require this segment of the population  
to contribute to the costs of insurance  
in a way they otherwise would not  

choose to do. This trade-off is one of  
the same fundamental questions facing  
policymakers considering a single-payer  
approach, in which some Americans  
would be required to enroll in coverage  
and pay for it via higher taxes.  

Regardless of the ultimate choice about  
how much coverage is considered  
sufficient politically, our analysis of HA  
alternatives demonstrates that there are  
options for 

•	 improving household affordability
and thus access to medical care, 

•	 improving equity of coverage
availability across people of different
incomes and states,

•	 increasing competition in insurance
markets while simultaneously
addressing the disproportionate
pricing power of hospitals in
noncompetitive areas, and

•  providing savings to state
governments while minimizing
disruption of existing insurance 
systems and using federal dollars 
efficiently.  
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1_ Introduction 

There is a general presumption that insurers can keep health 
care expenditure and costs down by contracting with a small num
ber of providers. This is based on three types of evidence. First, 
cross section studies like Coe et al. (2013) which compare insur
ance plans with narrow and broad networks. The latter tend to 
have higher cost per capita. This type of evidence can be plagued 
by adverse selection problems (broader networks tend to be more 
attractive to people with higher expected health care costs). This 
is not the case with evidence based on country wide changes like 
managed care in the US. As documented by Cutler (2004), Dranove 
et al. ( 1993) and Dranove (2000) the shift from indemnity insurance 
to managed care where insurers contract a small provider network 
has reduced the growth in health care expenditure in the US. The 
backlash which forced insurers to contract broader networks has 

led to increased health care costs (Lesser et al., 2003 ).1 Finally, Klick 
and Wright (2014) analyze the effect ofAny Willing Provider (AWP) 
laws on health care costs. They show that AWP laws, which make 
it harder for insurers to contract a narrow provider network, tend 
to raise health care costs. 

It is important to distinguish the effect of network size on health 
care expenditure on the one hand and on health care utilization 
and costs on the other. Cutler et al. (2000), analyzing two forms 
of heart disease, mainly find price effects; i.e. selective contract
ing and managed care lead to lower expenditure. Zwanziger and 
Melnick (1988), Zwanziger et al. (1994), Zwanziger and Melnick 
(1996) and Chemew et al. (2008) document utilization and cost 
effects. Chemew and Newhouse (2011) give an overview of the 
effects of managed care on both health care expenditure and costs. 
In this paper, we focus on the effect of selective contracting on 
utilization and costs. 

We analyse the effect of network size on health care costs and 
welfare using a framework with private contracting between insur
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ers and providers. Private contracting means that only the parties 
directly involved in the contracting can observe the contract, out
siders cannot (see, for example, Hart and Tiro le, 1990; Segal, 1999).2 

In our context this implies that only the insurer and provider 
involved know the details of the contract; neither other insurers, 
providers nor consumers know what is in the contract. 

Two reasons to motivate an analysis with private contracting 
are the following. First, the main reason is that contracts between 
insurers and providers are, in fact, private due to confidentiality 
clauses (Muir et al., 2013). Second, public contracts cannot easily 
explain why a narrow network leads to lower costs. We will review 
some well known arguments based on public contracting in Sec
tion 3. We argue that with public contracts. if there are effects of 
network size, these mainly involve shifting rents between insur
ers and providers. Treatment decisions and welfare are unaffected. 
As a consequence, the models in Section 3 cannot address worries 
that narrow networks lead to under-treatment (see, for instance, 
Terhune, 2013; Pear, 2014). 

We introduce a model with homogeneous providers treat
ing patients at constant marginal costs. Insurers offer providers 
contracts privately. These contracts specify two-part tariffs : fee
for-service (variable part) and capitation fee (fixed part). On the 
health insurance market, insurers offer contracts specifying a co
payment for insured who need treatment. Both the fee-for-service 
and the co-payment can be used to reduce health care consump
tion: fee-for-service below treatment cost - treatment itself is not 
profitable for providers - is known as supply side cost sharing 
and a positive co-payment as demand side cost sharing (Ellis and 
McGuire, 1993). In the former case, the capitation fee compensates 
providers up front for loss-making treatments. The health eco
nomics literature tends to focus on the extreme contracts - either 
pure capitation, no fee-for-service, or pure fee-for-service, no capi
tation. We allow both instruments to be used simultaneously.3 The 
question is: how do provider choice and private contracting affect 
optimal supply and demand side cost sharing? To illustrate, how 
can an insurer use supply side cost sharing (like a capitation fee) 
when patients are free to choose their provider? The main insight 
is that with private contracting, supply side cost sharing is less 
attractive for insurers with a broad network. 

To make the question more concrete, consider the case of a GP 
who is partly paid through capitation. In most countries, people reg
ister with a GP practice. Hence, a GP knows the potential number 
of patients that can visit during the year. With competing hospi
tals this is different. Patients are not required to register ex ante 
with a provider or specialist for all possible treatments that can be 
relevant. Thus the potential patient population is not known for a 
provider. Moreover, strategic choices made by the insurer influence 
the number of patients that will visit the hospital for treatment. 
With supply side cost sharing, treatment of these patients is loss 
making. How can a provider assess whether the capitation fee is 
high enough to cover expected losses? The strategic uncertainty 
associated with the number of patients that will visit a provider is 
the driving force of the model. 

In particular. we show the following three results with pri
vate contracts and competing providers. First, as the size of the 
network increases, the fee-for-service goes up as "aggressive" cap
itation contracts (low fee-for-service, high capitation) become too 

expensive for insurers. As providers cannot see each others' con
tracts. they think that many patients will visit them and therefore 
providers demand a high capitation.4 This high capitation fee over
compensates as in equilibrium fewer patients visit the provider. To 
reduce the high capitation, the insurer raises the fee-for-service 
(less supply side cost sharing: lower loss per treatment) and a 
bigger network leads to higher health care utilization and costs. 
Similarly, AWP laws by expanding the network raise costs as well. 

Second, although providers are homogeneous in our model, with 
private contracts they make positive profits (unless there is either 
only one provider in the network or the fee-for-service equals the 
treatment cost). As providers gain from private contracting, the 
model motivates the use of confidentiality clauses that we see in 
the real world.s 

Third, the fee-for-service affects the probability that a patient 
is treated by a provider (Ellis and McGuire, 1993). Hence, the fee 
is payoff relevant for a consumer buying insurance. As contracts 
are private, consumers cannot observe the fee directly. However, 
network size signals the level of the fee-for-service: a bigger net
work signals a higher probability of being treated. As we focus on 
the case with symmetric consumers, we do not need to invoke 
adverse selection to get this effect of network size on utiliza
tion. The equilibrium network size is determined by the trade off 
between consumer utility and provider profits. 

The relevance of these results is the following. Health care 
costs are rising in almost all OECD countries and governments 
are eager to reduce these costs. If reducing insurers' network size 
helps to contain costs, it may be a promising option. However. 
as mentioned, people worry that smaller networks tend to cause 
under-treatment: people that need treatment go without. This 
paper offers a framework where network size affects health care 
utilization and costs; thus, we can evaluate the welfare effects of 
changes in the network. 

This paper is related to the following strands of literature. First. 
the literature on demand and supply side instruments to curb moral 
hazard (see, for instance Ellis and McGuire, 1993, for an overview). 
Papers in this literature work with public contracts which has two 
implications. First, demand and supply side cost sharing can be ana
lyzed separately. Second, the first best outcome is implementable6 

(see Eq. (11 ) below). Neither implication holds in a model with 
private contracting. 

Second, papers on provider networks and how they are orga
nized include Ma and McGuire (1997, 2002); these papers feature 
non-contractible physician effort and insurers imposing targets for 
providers' supply of care. They characterize the outcomes that can 
be achieved with optimal contracts. Outcomes are typically not effi
cient. Papers that allow for provider heterogeneity include Capps 
et al. (2003) and Ho (2009). They derive the profits that a provider 
can make by joining a network. Working with public contracts. 
Capps et al. (2003) find that all providers are contracted in equi
librium (see Section 3 below). This is not the case with private 
contracts. In Bardey and Rochet (2010), a health insurer operates 
in a two sided market: contracting providers upstream and selling 
insurance downstream to heterogeneous consumers. The equilib
rium network is determined by two effects. The demand effect: 
insured value bigger networks. The adverse selection effect: bigger 

2 Note that the contracting here is between two parties that want to trade. In 
other words. the contracting is not about delegation and commitment as analyzed 
in papers like Kockesen (2007). 

3 This captures a rich set of non-linear contracts, including quantity restrictions 
and cross subsidies between different treatments (we only consider one treatment). 
used in practice. Moreover, (Laffont and Tirole, 1993, proposition 1.4) derive con
ditions under which the optimal contract in a model with asymmetric information 
can be implemented using two-part tariffs. 

4 This is the opposite of the problem in Hart and Tirole (1990). There, retailers 
pay a manufacturer for a profitable opportunity and worry that they may not get 
enough customers; here providers fear that they get too many patients. 

5 We do not analyze the choice between different bargaining procedures between 
insurers and providers. For an analysis of the choice between publicly posted prices 
and Nash bargaining between providers and insurers. see Barros and Martinez-Giralt 
(2008). 

6 Unless other constraints are introduced like the limited-liability constraint in 
Ma and Riordan (2002). 
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networks are relatively more attractive for high risk types. If the lat
ter effect dominates, narrow networks are more profitable. As we 
focus on private contracting, our set-up is simpler with homoge
neous providers and homogeneous consumers, constant treatment 
costs and no physician effort choice. 

Gaynor et al. (2015) cite evidence suggesting that bigger insur
ers (e.g. due to a merger) manage to bargain lower prices with 
providers. This aspect of insurer size on bargained prices is orthog
onal to the problem that we analyze for three reasons. First, we 
focus on symmetric insurers; that is, one insurer is not bigger than 
another due to mergers or efficiency differences. Hence, this effect 
does not show up in our symmetric equilibrium. Second, we focus 
in this paper on health care utilization and costs; not on bargained 
prices. Third, the evidence cited at the start ofthis introduction sug
gests that this effect of insurer size on bargained prices is not big 
enough for the following "virtuous circle": a wider provider net
work attracts more customers to an insurer, this increased insurer 
size improves the insurer's bargaining power to such an extent that 
health care costs fall for the insurer. As we noted at the start, a wider 
network is associated with higher costs: not lower costs. In other 
words, the bargaining effect of bigger insurer size is dominated by 
other (moral hazard) effects leading to higher costs. These latter 
effects are analyzed in this paper. 

Finally, this paper is related to the industrial organization litera
ture on private contracting. Papers in this literature specify agents' 
beliefs about contracts that are payoff relevant to them but which 
they do not observe. So-called passive beliefs are imposed by papers 
like Hart and Tirole (1990) and Segal (1999). With passive beliefs, 
a provider receiving a deviating contract from an insurer, still 
believes that other providers received the equilibrium contracts. 
We show that with passive beliefs, only fee-for-service contracts 
are used and no capitation (t=O). As a technical innovation, we 
do not specify provider beliefs, but characterize the set ofcontracts 
that make it incentive compatible for the insurer to truthfully reveal 
to providers the relevant details ofall contracts offered. We assume 
that providers are only willing to accept contracts that truthfully 
reveal how many patients they can expect in the coming period. 

The rest of this paper is organized as follows. The next section 
introduces the model. This model abstracts away from many insti
tutional features. It applies to contexts where profit maximizing 
insurers and providers bargain over treatment prices and where 
physicians' treatment decisions react to financial incentives. This 
can be the relatively unregulated private market in the US but 
also the more regulated Dutch market where health insurance is 
mandatory but sold by private insurance companies. In order to 
set the stage for private contracting, we consider five simple mod
els with public contracting. These models can explain a relation 
between network size and health care expenditure, but not health 
care costs and utilization. Section 4 introduces private contracts. It 
shows the trade-off between supply-side cost sharing and provider 
profits. As the network grows, the optimal fee-for-service increases 
and the capitation fee falls. For a big enough network (think of 
indemnity insurance; see footnote 1 ), there is no capitation fee at 
all. Section 5 characterizes the equilibrium in the insurance mar
ket. We conclude with policy implications. Proofs of results can be 
found in the appendix. 

2. Model 

Consider a model with risk averse consumers (mass one) buy
ing insurance at premium a~ 0 with out-of-pocket payment y ~ 0 
(demand side cost sharing) in case a patient needs treatment. A 
patient needs at most one treatment per period. Treatment is pro
vided by homogeneous risk neutral providers with cost c> 0 per 
treatment. Risk neutral insurers pay providers using two-part tar

iffs with capitation fee t and fee-for-service p. That is, the provider 
receives p each time she treats a patient, while the fixed fee t is 
paid once; say at the beginning of the period. The use of such two
part tariffs is common in the health care context (see, for instance, 
Christianson and Conrad, 2011 : Gaynor et al., 2015, for overviews). 

As we will see, to reduce over-consumption of health care ser
vices, the insurer wants to pay a fee-for-service which is less than 
the cost of treatment, p < c (supply side cost sharing). The provider 
is compensated for this loss with t > 0. If the insured can only enroll 
with one provider, this provider receives the capitation fee per 
enrolled customer of the insurer. This is often how it works with a 
primary physician or family doctor. But requiring insured to enroll 
upfront with each possible specialist that may be needed in the 
coming period is not practical. In this case, people choose their spe
cialist from the insurer's network once they need one. Hence, the 
capitation fee for provider P; needs to take into account the prob
ability that an insured falls ill and chooses P;. One can think of the 
capitation fee t as a subscription fee: it gives the insured the right 
to be treated by the provider. One can think of an insurer paying t 
to the provider for each of its insured. 

We follow Ma and McGuire (1997) and Bardey and Lesur(2006) 
in assuming that 

p~O (1) 

Indeed, with a negative fee-for-service p < 0 and demand side cost 
sharing y ~ 0, the patient and physician are better off not reporting 
the treatment to the insurer. 

Note that compared to a pure capitation system (p = 0), a pos
itive fee-for-service p > 0 can be seen as ex post insurance for the 
provider in case there is an unexpected increase in treatments pro
vided. 

With probability 8 E (0, 1) the agent falls ill. We do not consider 
adverse selection issues: e is the same for all agents. To create an 
elastic demand for treatment, we assume that the value of treat
ment v depends on the condition of the patient. The physician 
observes v. We assume that v E [O, ii] is drawn from a distribution 
with cumulative distribution function Fand density function/with 
f(v) > 0 for each v E [O, ii]. 

Taking into account the relation between physician and patient 
(Arrow, 1963; Ma and Riordan, 2002), we assume that they deter
mine together whether the patient receives treatment or not. The 
three relevant parameters are (for given c) : value voftreatment for 
the patient (which the patient may or may not know), co-payment 
y that patient needs to pay and fee-for-service p that provider 
receives from the insurer. We do not want to make very specific 
assumptions here. We assume that there exists a continuously dif
ferentiable function v(p , y) such that a patient receives treatment 
if and only if v > v(p, y ). 

In words, patients with high enough "severity" (value of treat
ment) v are treated. The lower bound ofwho is treated is affected by 
financial incentives. Socially efficient treatment follows if v(p, y) = 
c: a patient is treated if and only if the value of treatment v exceeds 
the cost of treatment c. Ifv(p , y) > ( < )c we say that there is under
( over-)treatment. 

We make the fo llowing assumptions on the derivatives ofv with 
respect top and y : 

Vp(p , y) :'.S 0 , Vy(p, y) ~ 0 (2) 

As the provider receives a higher compensation from the insurer for 
treatment, she is more willing to treat a patient (threshold decreas
ing in p): as the patient faces a higher co-payment, he is less keen 
to be treated (threshold increasing in y). Both effects are well doc
umented in the health economics literature. See Christianson and 
Conrad (2011 ) for an overview of the effects of supply side cost 
sharing and McGuire (2011 ) for an overview of demand side cost 
sharing found in the empirical literature. 



4 }. Boone/ journal ofHealth Economics 67 (20 19) 102222 

Note that with p < c it is still possible that the provider treats 
the patient. First, she is compensated for this via the capitation 
fee. Second, the patient may demand it and the physician gives in 
(though she is less likely to give in, the lower pis). Third, it may be 
obvious that the patient needs the treatment and the provider may 
fear legal consequences ifthe (loss making) treatment is withheld. 

What we have in mind is that the patient and physician come 
to some sort of agreement on whether to treat or not. As treat
ment becomes financially more attractive for the physician. she 
is more likely to suggest it. As it becomes more expensive for the 
patient, he may be more reluctant to undergo treatment (Aron-Dine 
et al., 2013). One way to model this is to assume that physician and 
patient jointly have the following objective function 

,B(p - c) +(1 - ,B)(v- y) (3) 

where ,B E [O, 1] captures the physician's bargaining power vis-a
vis the patient. The assumption here is that both the provider's and 
the patient's payoffs are linear in income and treatment value. This 
equation gives the value of treatment which is compared to the 
value of no treatment (normalized at) 0. The physician treats the 
patient if and only if (3) is positive; i.e. v(p, y ) = y + ,B/(1 - ,B)(c 
p ). This simple set-up is rich enough to allow for the following cases. 
Efficient collusion (.B = ~) between physician and patient: patient 
is treated if v + p - y - c ::: 0. Physician induced demand (.B > ~): 
patient is treated because it is profitable for the physician even 
though patient's welfare may decrease (v(p, y) < y if p - c> 0). 

We normalize the function v to rule out less interesting cases; 
we assume 

v(O, O) > c and v(c, O) < c (4) 

Cost c is high enough that there is under-treatment in case the 
physician receives zero fee-for-service (p = 0) and there is over
treatment if the physician is fully reimbursed (p = c); in both cases 
the patient faces no co-payment. In the former case, the physician 
is reluctant to give expensive treatment while this is not reim
bursed to her at all (p = O), in the latter, the patient - facing no 
costs - demands treatment while for the physician providing such 
treatment does not cost anything (p = c). 

Hence, we rule out the case where there is either over-treatment 
or efficient treatment with p = 0. In this case, the optimal p = 0 and 
the analysis is rather trivial. Similarly, we rule out either under
treatment or efficient treatment at p = c. Again the optimal solution 
is straightforward in this case. 

As we focus on the contracting between insurers and providers, 
we work with a simple utility function that is linear in treatment 
value and costs. We capture the agent's risk aversion by an addi
tively separable dis-utility function o(p, y ); think of this as the 
variance term in the agent's utility function. We normalize,7 such 
that dis-utility for the agent equals (}8(p, y ) and make the follow
ing assumptions on 8. First, o(p, 0) = op(p, O) = O: as y = 0 there is 
no dis-utility of financial risk because the agent does not face an 
out-of-pocket payment (for any value of p). Further, oy(p, y) >0 at 
y > 0: an increase in y raises the dis-utility as the agent needs to pay 
more in case he needs treatment; in this sense the risk increases 
with y.8 Finally, op(p, y) ::: 0: asp increases, patient is more likely 
to be treated (and has to pay y) because vp(p, y) ::: 0. 

If the agent does not buy insurance, he goes to a provider in case 
he needs treatment. We assume that there is price competition 
on the uninsured market and treatment is a homogeneous good. 
Hence, the uninsured price equals pu = c and uninsured utility is 
given by 

vu=(}1 
v(c,c ) 

(v - c)f(v)dv - (}8(c, c) (5) 

where we integrate over all states of the world where the patient 
gets treatment (v > v(c, c)). Without insurance, patient pays yu = c 
for treatment and provider receives pu = c (from the patient) for 
the treatment. Hence the threshold treatment is given by v(c, c). 
Sometimes, it is assumed that without insurance, efficient treat
ment choices are made. This would imply v(c, c) = c; although we 
allow for this, we do not impose it. 

If the agent buys insurance at premium a::: 0, his utility equals: 

vi= (}1 
v(p,y) 

(v - y )f(v)dv - a - (}8(p , y ) (6) 

Note that a high value of v(p , y) implies a high risk of not being 
treated. This, in tum, leads to a low value of insurance. In other 
words, insurance with high v(p, y ) is not very valuable for the con
sumer. 

An agent buys insurance if and only if 0 ::: VU. Note that the val
ues VU, 0 capture the increase in patient's utility due to treatment, 
in case he is treated. If a patient falls ill, this will tend to reduce 
utility directly (dis-utility of not feeling fit). But this is not rele
vant for the value of treatment (and hence the expected value of 
being (un)insured) which is determined by the increase in utility 
due to treatment in the model here. If you are not treated, you forgo 
treatment's utility increase. 

We exclude the case where a patient is paid for undergoing 
treatment (i.e. we exclude y < 0). We are not aware such contracts 
are used in reality. Moreover, this would create serious moral haz
ard issues on the patient's side. Further, without insurance the 
patient pays pu = c, hence we have with insurance that 

y E [0, c ) (7) 

Consider the case with one provider P1 and one insurer la. P1 's 
profits with contract p, t equal 

rr1 = H(p, y)(p - c) + t (8) 

where H denotes the probability that a patient is treated: 

H(p, y) = (}(1 - F(v(p, y))) (9) 

with - from Eq. (2) - Hy::: 0, Hp::: 0. As explained above, a physi
cian's treatment choice can be affected by patient utility as well. But 
we do assume that providers when bargaining with insurers only 
accept contracts that lead to non-negative profits. In this sense, 
providers focus on financial viability taking into account how their 
interactions with patients affect their treatment choices. 

Insurer la's profits equal 

7Ta =a - H(p , y)(p - y) - t (10) 

As a benchmark, note that social welfare is maximized by imple
menting efficient care consumption v(p, y) = c while minimizing 
o(p, y ). Eq. ( 4 ) implies that there exists p * E (0, C) such that 

v(p* , 0) = c (11 ) 

and o(p*. 0) = 0. To make sure that provider's expected profits are 
non-negative, capitation fee needs to be equal to at least t= H(p*, 
O)(c - p* ). Such a contract implements the first best outcome. Only 
supply-side cost sharing is used (p* < c). Because the agent is risk 
averse, y > 0 would be inefficient and thus there is no demand-side 
cost sharing in first best. 

7 In terms of notation. it is convenient if a number of terms are multiplied by B; 
hence we multiply the function 8(.) by e as well. This just normalizes the function 
8(.). Since we do not do comparative statics with respect to e. this normalization is 
without loss of generality. 

8 In fact, there is also another effect: as y increases, the probability that the patient 
gets treatment decreases because Vy ~ O. Ifrelevant, we assume that the direct effect 
of y dominates this indirect effect. 
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With public contracts, the first best outcome can be imple
mented also with competing risk neutral providers P1 • . . ., PN. 
Suppose the insurer contracts n of these providers, then p = p*, 
t= H(p*, O)(c- p*)/n leads to non-negative expected profits for 
providers. As providers are homogeneous, the probability that a 
patient visits Pi - conditional on being ill - equals 1/n. Hence, with 
public contracts, moral hazard in health care consumption can be 
solved by supply side cost sharing (only). This leaves the question 
why moral hazard in health care is still an issue.9 Further, health 
care costs do not vary with the size of the network n and AWP laws 
have no effect on the outcome. 

In Section 4, we consider the effects of private contracting. To 
set the stage, we briefly consider arguments why - with public con
tracts - the size of the network can affect health care expenditures 
but not utilization and costs. 

3. Public contracts 

In the introduction we suggested that there is evidence for the 
following two related findings: (i) as the size ofan insurer's network 
increases, health care costs increase and (ii) AWP laws tend to raise 
health care costs; where AWP laws "require managed care plans 
to accept any qualified provider who is willing to accept the terms 
and conditions of a managed care plan" (Hellinger, 1995, pp. 297). 

There are a number of arguments in the literature why broader 
networks lead to higher health care expenditure. We provide sim
ple formalizations of these arguments using public contracts. This 
shows that these arguments cannot explain the effect of (i) and 
(ii) above on health care utilization and costs. Additional assump
tions are needed to get an effect on utilization and costs. For 
instance, a combination of arguments below together with public 
contracts may explain the findings mentioned in the introduction. 
The assumption we introduce in the next section is private con
tracting, which indeed is prevalent in health care markets. 

3.1. Threat to exclude 

The first argument explains the low expenditures ofnarrow net
works by the threat to exclude. This threat enhances the insurer's 
bargaining power, leading providers to lower their prices. The bar
gaining effect is clear, but this does not imply that equilibrium 
networks are narrow nor that utilization is affected. We illustrate 
this using the model above. 

Insurer la offers publicly each of the N providers a contract with 

p* , t * = H(p* , O)(c - p* )/N (12) 

where p* < c is defined in ( 11 ). Each provider is willing to accept 
this contract and all providers are contracted in equilibrium. Simi
larly, if providers make the offers to the insurer (bidding game),10 

they compete the price down to the same contract (p*, t* ). All these 
contracts are accepted by the insurer. 

According to this reasoning, there is no relation between the size 
of the network n = N and either health care expenditure or costs. 
There can be an effect on price if I is under the obligation to contract 
with all N providers. Then each provider can claim part of the rent 
earned by the insurer in the bidding game, because the insurer can
not reject offers with t > t*.11 Utilization and costs are not affected 
because the efficient contract remains optimal. But - even with 

AWP laws - an insurer is not under the obligation to contract all 
providers nor to accept any contract offer that a provider makes. 

Summarizing, the only thing that is needed, is the threat to 
exclude a provider. In the equilibrium of such a game, however, no 
provider is necessarily excluded. I offers insurance that maximizes 
consumer's value: p = p*, y = 0. 

3.2. Shifting volume 

Another argument in favor of narrow networks is that shifting 
patient volume to a small number ofproviders leads to lower costs. 
To model this, we need increasing returns to scale (IRS). Consider 
the set up above with two providers. Provider i's cost per treat
ment is denoted c(xi) where Xi denotes number of patients treated 
by Pi and c'(xi) < 0 captures IRS. Let X* denote the total number of 
patients. To simplify the exposition, assume X* is exogenous here.12 

We have x1 +x2 =X*. One option for I is to offer P1 a contract with 
p=O, t=X*c(X*). As c'(x)<O, it is optimal for I to deal with only 
one provider. So this model explains why a network with only one 
provider leads to lower costs than a network with both providers. 

However, this argument is not completely convincing for two 
reasons. First, it is not clear that in this mode l AWP laws raise health 
costs. To see why they may have no effect, consider the case where 
I offers a menu with two contracts : one contract p =0, t=X*c(X*)/2 
for the case of a network with 2 providers and p =0, t=X*c(X*) for a 
network with one provider. If one provider accepts the latter con
tract, the other provider has no incentive to join the network with 
the former contract. Hence, A WP laws do not affect the outcome 
in this set up. Indeed, the insurer does not exclude a provider; the 
provider is not willing to join the network. 

Second, the main reason why IRS is not a very convincing expla
nation for a narrow provider network is that the optimal hospital 
size is quite modest. As pointed out by Haas-Wilson (2003, pp. 147) 
for hospitals "most scale economies appear to be exhausted at rela
tively low levels of output". Posnett (1999, pp. 1063) summarizing 
empirical studies notes that "research does not support any gen
eral presumption that larger hospitals benefit from economies of 
scale". In fact, dis-economies ofscale can set in, making it optimal to 
spread an insurer's patient population over a number of hospitals. 

3.3. Taste for variety 

Horizontal product differentiation is also used as an explanation 
for why bigger networks lead to higher health care expenditure 
not costs (see, for instance, Gal-Or, 1997). To illustrate this, assume 
that there is one insurer and two providers. The providers are 
located on a Hotelling beach of length 1 with provider 1 on posi
tion 0 and provider 2 on position 1. Let t denote the travel cost over 
the beach. When an agent buys insurance, he does not know yet 
where he ends up on the beach once he needs treatment; assume 
that each location between 0 and 1 is equally likely (uniform dis
tribution for the agent). Intuitively, each provider may specialize in 
certain treatments and when buying insurance, the agent does not 
know yet which treatment he needs.13 

9 One possible explanation is asymmetric information (about provider costs 
and/or quality). This is explored in Boone and Douven (2014). 

10 The case where a monopoly insurer makes the offers to providers is then called 
an offer game (Segal and Whinston, 2003). 

11 If providers claim more then the rents earned by /, the insurer closes down to 
earn its outside option. 

12 More generally, in the set up above, let p' denote a solution to c(H(p' , 0)) = 

v(p', 0), then X* ~ H(p', 0). 
13 Another form of provider variety is noise in diagnosis. Assume, as above, that 

a patient is treated if his "severity" v exceeds a benchmark value. But the observed 
severity equals the "true" severity plus some noise. By shopping around, a patient 
can try to fi nd a provider P; who diagnoses v; in excess of the benchmark. This could 
also explain why bigger networks have higher utilization. Two observations make 
this argument less compelling. First, even ifthere is one provider in the network, the 
patient can return to get a new diagnose (e.g. claiming things got worse). Second. if a 
patient was denied treatment by 3 providers, the 4th provider giving the treatment 
has something to explain to the insurer. 
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If the insurer contracts only one provider (exclusive contract), 
expected value of insurance for the agent equals Ue = 8 (v - it) 
where v denotes the value oftreatment once it is needed and it the 
expected travel cost. If both providers are contracted (common out
come), we have Uc = 8(v- !t). Hence, a monopoly insurer charges 
a higher premium if both providers are contracted: a c=Uc> Ue =ae· 
But the insurer offers the same prices to providers in both cases: p* 
to ensure efficient treatment decisions (and a capitation fee to keep 
expected provider profits non-negative). Hence, health care costs 
in this case are unaffected, though a monopolist insurer charges a 
higher premium in case of a bigger network. 

If providers make the offers, they can demand a higher capi
tation fee to appropriate part of the surplus associated with the 
common outcome.14 

Although the distribution of rents is different depending on who 
makes the (public) offers, welfare and efficiency are unaffected. 
From a welfare point ofview, capitation fees are transfers between 
parties without affecting treatment decisions or efficiency. Hence, 
this type of model cannot address efficiency concerns that smaller 
networks tend to reduce access to physicians and decrease the 
number of treatments (Terhune, 201 3). 

3.4. Heterogeneous providers or agents 

Our model focuses on homogeneous providers and symmetric 
agents. Cost heterogeneity can also explain why bigger networks 
tend to have higher costs. However, it cannot explain well the two 
observations at the start of this section. 

First, consider the case where providers have different costs and 
treatment decisions are exogenous. A narrow network - that only 
contracts the most efficient providers - has lower costs than a net
work that also contracts less efficient providers. To formalize this 
idea. some form of (horizontal) provider differentiation is needed 
(like the Hotelling set up above); otherwise, what is the value of 
contracting inefficient providers? 

But in such a model it is hard to understand why AWP laws affect 
health care costs. Suppose the efficient providers treat patients at 
cost c per treatment, while less efficient providers have costs c' > c. 
Leaving capitation aside,15 an insurer can offer a contract with fee
for-service p = c (or a slightly higher p ). Any provider willing to treat 
at this price can accept the contract. Inefficient providers will not 
accept such a contract; AWP laws do not force insurers to offer 
contracts withp '.:': c'. Further, this line ofargument suggests that all 
narrow networks contract the same (efficient) providers. Although 
there is some overlap, the lack ofoverlap in a number ofareas (Coe 
et al., 2013, pp. 9) makes this argument less convincing. 

Second, consider agents with different expected health care 
costs and adverse selection. If providers are (perceived to be) dif
ferentiated in utility space, broader networks are more attractive to 
insured than narrow networks. It seems reasonable to assume that 
this preference is stronger for people with higher expected health 
care costs. Due to this effect, a cross section of insurers where some 
offer narrow and others broad networks tends to show that the 
broader networks have higher costs per insured (Cutler and Reber, 
1998; Coe et al., 2013; Bardey and Rochet, 2010). But this argu
ment is not directly convincing to explain why states with AWP 

laws tend to have higher health care costs. Admittedly, there can 
be some endogeneity here, but it is not clear that this can explain 
cost differences of 3%; see the analysis of Klick and Wright (2014) 
using state fixed effects. Further, adverse selection cannot explain 
the change in costs when a country moves from indemnity insur
ance, via managed care with narrow networks to a situation with 
broader networks (Cutler, 2004; Lesser et al., 2003). 

3.5. Risk averse providers 

Capitation contracts transfer risk from the insurer to the 
provider. We assume that providers are risk neutral ; the capitation 
fee only needs to cover the expected loss from treatment. However. 
if providers are risk averse, insurers need to compensate them for 
this risk. Can this explain the relation between network size and 
health care costs? 

The risk that a provider faces is the loss c - p > 0 per treatment 
and the insurer has to pay a risk premium. To reduce the risk pre
mium, the insurer offers p > p*. This increases health care utilization 
and costs (compared to a situation with risk neutral providers). The 
effect ofan increase in network size is, however, ambiguous. As net
work size ngoes up, more providers need to be paid a risk premium; 
this tends to raise p and costs. However, as n increases, the prob
ability that one provider incurs the loss c - p decreases: the risk is 
spread over more providers. If the latter effect dominates, p and 
costs tend to fall with n. 

Further, as hospitals perform most operations hundreds oftimes 
a year, the law oflarge numbers would suggest that there is not that 
much risk at the provider level. Hence for routine treatments, the 
risk premium for providers is not really an issue and p =p*. With 
private contracts, the risk that providers face is not stochastic but 
strategic (influenced by the insurer). 

This section briefly presented explanations for the relation 
between network size and health care expenditure with public con
tracting. We argued that these explanations do not explain an effect 
ofA WP laws on utilization and costs. 

4. Private contracts 

The model that we use has two ingredients. First, contracts 
between insurers and providers are private (i.e. not publicly observ
able). Second, the number of patients treated by provider P; 
depends on the fee-for-service p offered to other providers in the 
insurer's network. Initially, we capture the latter effect by assum
ing that insurers can guide patients to certain providers within their 
network. 

We are interested here in implicit mechanisms by which 
insurers steer patients to providers. Explicit mechanisms to steer 
patients are excluding providers from the network and charg
ing patients different co-payments for different providers. These 
mechanisms are explicit because they need to be specified in a 
consumer's insurance contract. Hence, these mechanisms are con
tractible for providers as well. Instead, we focus on ways to steer 
patients which are not verifiable for providers. Such implicit mech
anisms include advising patients directly when they need to choose 
a provider. As insurers know how other customers fared with cer
tain hospitals and physicians, they have relevant information for 
patients. Patients can contact their insurer to ask about this. Or the 
information can be presented on a web-site or in an app (De La 
Merced, 201 4; Scott, 2011 ). Presenting providers in the network 
on a website in a certain order will affect patients' choices. Finally, 
insurers can influence primary physicians to steer patients to cer
tain providers and not to others (Ho and Pakes, 2013; Liu, 2013; 
Kirk, 2014). Such mechanisms are implicit as they cannot be verified 
by hospitals. 

14 Using Bernheim and Whinston (1998), providers setp' to maximize efficiency in 
both the common and exclusive case. Competition with exclusive contracts leads to 
zero rents for providers (as in the offer game we consider). With common contracts, 
each provider claims her contribution to the surplus as rent (here the reduction 
in expected travel cost Ot t). Gal-Or (1997) uses Nash bargaining to model the 
distribution of rents. 

15 With capitation and endogenous treatment decisions, insurer offers p = p* and 
capitation that covers the difference c - p' . Providers with costs c > c do not accept 
this contract. 
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Although, (implicit) steering is plausible and simplifies the 
exposition, Section 4.6 shows that this assumption is not neces
sary to get that Pi's profits depend on Pi received by provider Pi 
ut- i). 

Hart and Tirole (1990) introduced private contracts in the con
text ofan upstream monopolist with downstream retailers. In their 
model, private contracting is a contracting inefficiency: the monop
olist cannot commit to public contracts. If it could commit to such 
contracts, it would be better off. This is different in our model. 
In fact, with Bertrand competition, insurer profits are always zero 
(Section 5). But provider profits are positive with private contracts 
where they would be zero with public contracts. Hence, providers 
actually have a stake in defending the confidentiality clauses in 
their contracts. 

This section explains how private contracting affects the relation 
between network size and costs. Section 6 comes back to A WP laws. 

4.1. Capitation and implicit steering 

In addition to the elements in Section 2, we have the fol
lowing model in mind. Insurers Ia • .. . , Im simultaneously and 
independently offer providers P1, .. . , PN contracts16 with a fee
for-service p and capitation t.17 Without observing offers that 
other providers received, providers simultaneously and indepen
dently decide which offers to accept. These acceptance decisions 
determine each insurer I/s network size nj. Each insurer sells an 
insurance contract specifying its network, co-payment y and pre
mium a.18 Since providers are homogeneous, an insurer's network 
is characterized by its size. As n and y are specified in the insured's 
contract, these parameters are contractible for providers as well.19 
Hence, the contracts that providers receive, are conditional on n 
and y. As the insurer's choice of y is payoff relevant to providers 
(H y::: 0), it is specified in its contracts with providers. This y is then 
also used in the insurance contract sold to consumers. Because the 
probability ofbeing treated depends on the fee-for-service, pis pay
off relevant for consumers. However, pis not observed by them due 
to the private contracting between providers and insurers. Indeed, 
few people know the prices specified in providers' and insurers' 
contracts. But, as we show below, an insurer's network size signals 
p. Based on a, y, n, an agent decides whether to buy insurance and 
from whom. Once an insurer knows its number of customers, it 
pays t upfront for each customer to the providers in its network. 

Then consumers fall ill and need to go to a provider. As described 
above, we assume that insurers can steer consumers to providers. 
As providers are homogeneous, consumers do not object to this.20 
To keep things simple, we assume that patients do not incur (travel) 
costs to visit a provider. If a provider does not treat the patient, he 
can visit another provider in his insurer's network (if there is one), 

etc.21 If the patient is treated by a provider, the patient pays y to 
the insurer and the provider receives p from the insurer. 

Summarizing, timing of the game is as follows: 

1. la • .. ., Im simultaneously, independently and privately make 
offers of the form (p, t, y) to P1, . . . , PN ; 

2. 	providers simultaneously and independently accept/reject 
offers; this gives l/s network size nj; 

3. each lj announces premium aj, network size nj and co-payment 
Yi to consumers; 

4. consumers decide 	whether to buy insurance and from which 
insurer; 

5. Ii pays contracted ti to providers for each insured customer; 
6. patients fall ill ; 
7. lj guides/steers patients to providers; 
8. 	provider Pi treating patient receives contracted Pij from lj ; 

patient pays Yi to Ii. 

Because of assumption (4), the insurer wants to set p <c to 
reduce over-consumption of health care. To compensate for the 
loss of treating a patient, providers are paid a capitation fee. When 
evaluating an offer (p, t), a provider needs to take into account the 
probability that she will treat an insurer's customer. 

This is straightforward with public contracts. Consider an 
insurer who contracts two providers Pl.2 with P1 <P2 <c. Then 
t1 =H(p1, y)(c -p1) as P1 understands that all patients from this 
insurer are first steered to her. Further, t2 = (H(p2, y )- H(p1, 
y))(c - p2) since P2 only treats patients that are not treated by P1. 

However, this does not work with private contracts. In particu
lar, whereas the contract with provider Pi can specify the size ofthe 
network n and co-payment y (both are verifiable information), Pi 
does not know how Pi relates to the fee-for-service offered to other 
providers in the insurer's network. If Pi is the lowest fee offered in 
the network, Pi should expect to treat H(pi, y) patients; if there are 
providers Pj in the network with Pj <Pi· Pi treats fewer patients than 
H(pi, y).22 

As an example, consider la offering Pl.2 prices P1 S P2::: c and 
ti =H(p1, y)(c-p1)and t2 =(H(p2, y ) -H(p1, y))(c-p2).23 ifP2 can
not observe/contract on p1 and t1, does she accept the contract 
above? We argue that she does not. If she would accept, la has an 
incentive to deviate and offer P1 the same contract P2. t2. For P2 
close enough to p1, paying for the probability of treatment H(p2. 
y) - H(p1, y) - even if it is paid twice - is less than paying for the 
probability H(P1, y). 

Summarizing, with private contracts an insurer makes each 
provider Pi an offer (Pi· ti); where the offer is conditional on pub
lic information about the insurer's network size n and co-payment 
y . The insurer has payoff relevant information (prices Pi for j t- i) 
that Pi cannot observe but needs to know to evaluate the expected 
profits associated with (pi, til· There are two ways to proceed. First, 
given the offer (Pi· ti), Pi forms beliefs about the other offers (Pj· tj). 
Second, the insurer truthfully reveals its private information. We 
use the latter route and come back to beliefs in Section 4.5. 

The next subsection characterizes the menu of contracts that 
leads to truthful revelation by insurers. We assume that providers 

t 6 There are games where the parties making the take-it-or-leave- it offers have 
all the bargaining power and capture the rents. But this is not always the case. To 
illustrate. in a Bertrand competition game with homogeneous goods and constant 
marginal costs, the firms make the offers and earn zero profits. Something similar 
happens here as well : the insurers make the offers but earn zero rents under Bertrand 
competition on the health insurance market. Instead, the providers make positive 
profits. 
17 Offers made by insurer I; to provider Pj can be written as (pij. t ij ). To ease notation. 

we drop the subscript ij if this does not cause confusion. Notation (p. t) should not 
be interpreted as symmetric offers. 

18 Since consumers are identical, there is no need for an insurer to offer more than 
one contract. 

19 In principle. we could consider co-payments that vary with provider. But 
because providers are homogeneous and y is contractible. there is no reason to 
do so. 
20 See Boone and Schottmiiller (2019) for an analysis of the case where providers 

differ both in costs and in quality. 

21 In equilibrium this happens only if providers receive differentp"s from a patient's 
insurer: see below. 

22 Note that the nature ofthis contracting problem between insurers and providers 
differs depending on whether p > c or p < c. The relevant problem in our context 
is p < c. With p > c, treating the patient becomes a profitable opportunity and the 
provider is willing to pay the insurer for this opportunity (t < 0 ). This is the problem 
analyzed in Hart and Tiro le ( 1990). 
23 To ease notation, we will not always explicitly acknowledge that P1 =P2 is also 

possible (but we do not exclude this possibility). With p1=P2 the lowest price. we 
think of Hand t; as satisfying t1 = t2 = 1H(p1 , y). 
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only accept contracts where they know the number of patients 
that they can expect to treat. From the menu of truthful contracts, 
we derive the optimal contracts for insurers. Although final con
sumers cannot observe the private contracts between insurers and 
providers. they can infer these contracts from the insurer's net
work size. After seeing network size and demand side cost sharing, 
consumers use Bayesian updating to infer their probability oftreat
ment with a certain insurer. This determines the premium they are 
willing to pay for health insurance. Section 5 then derives the equi
librium in the health insurance market under perfect and imperfect 
competition between insurers. 

4.2. Truthful revelation 

We take a mechanism design approach and characterize the set 
of contracts that make it incentive compatible (IC) for an insurer 
to reveal its private information truthfully to providers. As the 
insured do not observe the offers (Pi. td. the insurer's revenues 
(from premiums paid by the insured) cannot depend on Pi· ti. For 
a given network size, IC refers to l's total costs C (only). That is, IC 
implies that there is not a deviating contract that strictly reduces 
l's expected costs; taking the (contractible) network size n as given. 

Intuitively, I would like to offer a provider a contract with Pi= 0 
and tell the provider that she should not expect any patients at all 
and hence ti= 0. However, since p; = 0 the insurer has an incentive 
to send its patients who need treatment to this provider precisely 
because treatment is free for the insurer (Pi= 0). Therefore. the 
provider should not believe that she will not treat any patients. 
As treatment is costly (c>O) for the provider, this contract with 
Pi= ti = 0 will be a loss making contract and the provider should 
reject the contract. 

This is a clear cut case; but what if p; > 0 but still below c and 
ti > 0 but small? Should the provider accept such an offer based on 
the insurer's claim that she will not treat many patients? This will 
depend on the contracts offered to the other providers. If all the 
other providers have contracts with pi < Pi· it is likely that Pi will not 
treat many patients as all the other providers offer cheaper treat
ment (Pi < p;) for the insurer. That is, the insurer has an incentive to 
guide its patients to other providers than P;. However, if Pj >Pi for 
all other providers, the insurer has an incentive to get the patients 
to P; making it unlikely that a small ti covers the loss Pi - c < 0 per 
patient. 

To model the set of contracts that Pi can accept because she can 
trust the contracts to avoid (expected) losses, we characterize the 
set of contracts where the insurer truthfully reveals the number of 
patients that a provider can expect to treat. If the numberofpatients 
is truthfully revealed, then the corresponding per capita fee ti will 
(in expectation) cover the loss per treatment. 

To characterize this set of acceptable contracts, we introduce 
some notation. Let x; denote the true probability that a patient in 
the insurer's network is treated by Pi - given all of l's contracts 
- and xi denotes l's message ("promise") to Pi of this probability. 
Given this message, I offers P; a price per treatment p; ~ c and a 
fixed fee t; = x;(c - Pi). We define the set of contracts (p, t) where 
xi is truthfully revealed as 

A y,n = ((p, x(c -p)) E (0, c] x IR+IX::: X} (13) 

where the set A y ,n is conditional on contractible information y , 
n. Both the co-payment and the network size affect a provider's 
payoff. As the co-payment ( y) is higher, patients are less keen 
on treatment and the provider's expected treatment probability 
and treatment cost decrease. As the network is broader (higher n), 
the probability that a provider needs to treat a patient decreases 
(ceteris paribus). Since the network and the co-payment are con
tractible for the insured, they can also be contracted upon with 
providers. 

Given that the treatment probability x is truthfully revealed, 
we assume that a provider is willing to accept each contract in 
A y,n· Accepting this contract will not lead to a loss (in expectation). 
Moreover, a contract that is not in the set A y.n implies that xis not 
truthful. That is, the insurer suggests that fewer patients need to 
be treated than what will be realized in expectation. Such contract 
is likely to lead to a loss for the provider. Providers reject contracts 
that are not in the set A y,n. 

Since a provider accepts contracts in Ay.n and rejects contracts 
that are not in this set, the optimal action of an insurer is to offer 
contracts in A y ,n with the lowest cost for the insurer. For a given p, 
that implies the contract with the lowest t that is still in this set of 
acceptable contracts. Hence, only contracts in A y.n are offered and 
accepted. We now characterize this set of acceptable contracts. 

Proposition 1. For each (p, t) E A y,n we have that 

t ::: H(p, y)(c - p ) (14) 

In words, a provider who receives (p, t) E A y,n views the offer 
as if p is the lowest price offered to all n providers in the network: 
x = H(p , y ). It is as if the provider expects all patients that need 
treatment to come to her. If, instead, she would think that there is 
another provider with the same low price p, she would be willing to 
accept a contract with t = iH(p , y)(c - p). The proposition claims 
that such a contract should not be trusted by the provider as it is 
likely to lead to a loss if it is offered by an insurer. Any contract that 
is not in A y,n cannot be trusted to be truthful. Assuming that the 
provider does not want to be lied to, she rejects contracts that are 
not in the set of acceptable/truthful contracts. 

The provider should only accept contracts with a capitation fee 
that is high enough to cover her losses in case she is the only 
provider contracted by the insurer. That this is sufficient for a con
tract to be in A y,n is clear: such a contract cannot lead to a loss 
(in expectation) for the provider. The proof shows that inequality 
(14) is also necessary for a contract to be acceptable to a provider 
(truthful for an insurer). 

Note that t ransfers t in the set A are, in fact, independent of the 
size of the network n. This is the cost for the insurer of using capi
tation contracts in a network with competing providers. Although 
capitation contracts lower health care consumption by setting p <c, 
each provider worries that patients are steered towards her first. 
Hence, due to the strategic uncertainty regarding insurers the cap
itation fee can exceed the expected treatment loss for providers. 

Although the reasoning above looks a bit "sterile" for providers 
to consider when bargaining with insurers, the underlying prob
lem is, in fact, very concrete. In contrast to GP's, patients do not 
register in advance with hospitals. So when a hospital accepts a cap
itation fee (that is, a yearly fee that is independent of the number 
of patients or treatments), it does not really know what its (poten
tial) patient population is. Hence, there is uncertainty about which 
patient will choose this hospital in case he needs, say, heart surgery. 
Part of this uncertainty is strategic: it is affected by the insurer both 
through the prices the insurer offers to other hospitals in the area 
and through the steering of patients by the insurer. 

This strategic uncertainty leads a hospital to demand a rent from 
insurers to cover treatment losses (p < c): better safe than sorry. This 
"better safe than sorry" strategy can create strictly positive profits 
for providers. The provider only accepts contracts as if she is the 
only provider contracted by the insurer even if the insurer's net
work is, in fact, bigger (n ::: 2). The insurer pays a capitation fee as if 
a ll patients in the insurer population register with this provider. If 
a provider would be willing to accept contracts with a lower capi
tation fee (in case ofn ::: 2), it opens the door for the insurer to offer 
contracts that lead to a loss in expectation for the provider. 

At first sight then, the ability to (implicitly) steer the patient 
hurts the insurer. It raises the capitation fees that an insurer has 
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Fig. t. Provider P; makes a profit over H(p;_1, y ) patients not treated by her. 

to pay. However, this is a blessing in disguise. First, note that by 
contracting only one provider this problem is resolved (recall that 
providers are homogeneous). Second, as we show shortly, the result 
in Proposition 1 allows the insurer to signal its fee-for-service to the 
consumer. 

4.3. Minimizing costs 

Given the set ofacceptable contracts, in this section we charac
terize insurers' optimal contracts to providers. 

Since p;, t; is not observed by final consumers, these contracts 
cannot affect an insurer's revenues. Therefore an insurer chooses 
its contracts with suppliers to minimize its costs: 

C(n, y) = min 
Pi ~Pi+t 

H(p1, y)(c - y) + 
n 

L 
i= 2 

[(H(p;, y) 

- H(P;- 1, y))(p; - y) + H(p;, y)(c - P;)] (15) 

where we order providers such that p1 '.S p2 '.S .. . '.S Pn and t; is cho
sen such that Eq. (14) holds with equality (no reason for I to give 
more than this). Provider P1 gets all patients to visit her first. She 
treats H(p1, y) patients. Hence, I spends H(p1, y)(p1 - y) + t1 = H(p1, 
y)(c-y) on this provider (in expected terms). If the patient is not 
treated by P1 , he will go for a "second opinion" and I steers him 
towards P2 . Provider P; (i::: 2) receives t; and treats H(p;, y)- H(p;_ 1, 
y) patients. I spends (H(p;, y) - H(p;_1, y ))(p; - y) + H(p;. y)(c - p;) 
on this provider. This leads to a profit (per insured) for P; equal to 

rr; = H(P;- 1, y)(c - P;) (16) 

P; gets capitation fee based on treatment probability H(p;, y ), while 
the probability that she actually treats equals H(p;, y) - H(p;_1, y). 
As illustrated in Fig. 1, H(p;_ 1, y) of the patients are not treated by 
P; and she makes a profit on these patients. 

Hence, although providers are homogeneous and insurers make 
take-it-or-leave-it offers, providers make strictly positive profits if 
n::: 2 and Pn < c. Define the sum of provider profits in a network of 
size n as 

nr(Y, P1 , . . . , pn) = 
n 

2.:rr;
i= 1 

= 
n- 1 
LH(p;
i= l 

, y)(C- P;+1l (17) 

It is routine to verify that (15) can be written as 

C(n, y) = min 
Pi :5:Pi+1 

H(pn, y)(c - y) + nr(y, P1 , . . . , Pn) (18) 

The first term is the expected cost of treating the patient. If the 
patient falls ill, the probability that he is treated (at all ) equals H(Pn, 
y) with Pn the highest fee-for-service in the network. If expected 
provider profits would be zero, the first term would be l's treatment 
cost. The second term equals total providers' profits. 

4.4. Optima/fee-for-service 

With n = 1, provider profits equal 0 and costs are minimized by 
minimizing the treatment probability. For given y, the profit max
imizing fee-for-service p = 0. With n::: 2, the trade-off faced by the 
insurer is the following. If it sets the highest Pn = 0, utilization is low 
but provider profits nr are high. Setting the lowest P1 = c, leads to 
n r = 0 but a high probability of treatment. 

Before characterizing the equilibrium in the insurance market, 
we need to characterize the effects of the contractible variables co
payment y and network size non insurer's costs Cand highest price 
Pn· We assume that patients face no costs visiting providers (apart 
from the copayment when they are treated). Hence, for insured the 
relevant variable is the probability that they get treatment (at all) 
which is determined by Pn · 

Proposition 2. Costs C(n, y) are decreasing in y and increasing inn 
for Pn < c. 

Highest price Pn is weakly increasing in n. 

We find the following results. A higher co-payment y leads to 
lower costs for the insurer and increasing the network size n leads 
to higher costs for the insurer. Further, increasing the network size 
also increases the optimal fee-for-service and hence the probability 
that a patient is treated in the network. The intuition is as follows. 

Increasing the co-payment y reduces costs directly (as patients 
pay a bigger contribution to the cost) and indirectly by reducing 
the probability of treatment (Hy '.S 0). As treatments become more 
expensive for the patient, he is less keen to accept a treatment 
offered by a provider. 

Increasing network size n raises costs (unless Pn = c; then adding 
more providers does not affect costs as tn = 0).24 As more providers 
are contracted, low Pn becomes more expensive as a high capitation 
has to be paid to the contracted providers (see Proposition 1). To 
reduce this high capitation that needs to be paid to providers, the 
fee-for-service Pn tends to rise with n. Hence, we find that health 
care utilization and costs increase with network size. As n increases, 
the optimal fee-for-service increases and thus the probability of 
treatment increases because dH/dn = HpdPn/dn ::: 0. 

This is our explanation for the observations in the introduction 
that bigger networks tend to go hand in hand with higher health 
costs. As the network grows, using capitation contracts with low 
fee-for-service becomes more expensive. Therefore, fee-for-service 
p increases with network size and thus health care ut ilization and 
costs increase with network size. 

Note that dH/dn ::: 0 is line with many people's view that bigger 
networks tend to be more generous. As the network expands, sup
ply side cost sharing becomes more expensive for the insurer. In a 
big network, a patient is more likely to receive treatment. 

As shown in the proof of the proposition, the effect of y on Pn is 
ambiguous. On the one hand, higher y reduces the treatment cost 
c- y; hence the insurer is willing to choose higherPn and treat more 
patients. On the other hand, higher y implies - ceteris paribus Pn- I 

- that Pn- I treats fewer patients and hence a lower profit has to 
be paid to Pn. This leads the insurer to choose lower Pn· Finally, 
there is the interaction e ffect Hpy on which we have not made any 
assumptions. Hence, we cannot sign dpn/dy in general; neither do 
we need to sign it for our purposes. 

24 In fact, if Pn =c, we have p; =c for each provider i. 
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Fig. 2. Cost minimizing fee-for-service p2 for provider P2 . 

The following example illustrates the analysis above. 

Example 1. Assume that vE [O, 2] withf(v) = 1 - iv.Patient is 
treated if and only if (3) is non-negative. There are two providers 
Pl.2. Consider the case with y =0. Then it is routine to verify that 

H(p, 0)= e( 4 f3 l-{J(c-p)-2 ) 
2 (19) 

If l contracts with P1 only (n = 1 ), it is optimal to set Pl = 0, tj = 
H(O, O)c - where the superscript denotes network size n. Health 
care costs equal C(1, O) =H(O, O)c. 

If l contacts with both providers (n = 2), it is still optimal to set 
pj = 0 , ti = H(O, O)c. Optimal p~ depends on parameter values. l's 
costs as a function ofp2 can be written as 

C = H(O, O)c + (H(p2, 0)- H(O, O))P2 + H(p2, O)(c - P2) (20) 

Fig. 2 draws C as a function of p2 for parameter values: f3 =0.75, 
c=0.2, B= 0.1. Cost minimizingp~ E [O, c] is an interior solution. As 
the size of the network increases, more patients are treated (p~ > 
Pl = 0) and health care costs equal C(2, 0) > H(O, O)c= C(l, 0). 

4.5. Passive beliefs 

In this paper, we focus on the set of offers where l truthfully 
reveals Xj to each Pj. in the sense of Eq. (13). An alternative that 
is often used in the literature on private contracting is to assume 
passive beliefs (see, for instance, Hart and Tirole, 1990; Segal, 1999). 
We argue that with passive beliefs it is not possible to use capitation 
contracts to reduce over-treatment. 

With passive beliefs, a provider receiving a deviating offer 
believes that all other providers still received their equilibrium 
offer. Then there is only an equilibrium with Pi = c, ti =0 for all i. Sup
pose not, that is consider a Bayesian equilibrium where p1 .:::: p2 <c 
and both offers are accepted. Then a deviating offer with p2 = p1 + 
8, fl1 = P2 + 8 leads to t 2 = (H(P1 + 8 , y) - H(P1 , y))(c - P1) "" 0 < 
t1 and t1 = (H(p2 + E, y) - H(p2, y))(c - p2) "" 0 < t2. Hence such a 
deviation is always profitable for l. Therefore, with passive beliefs 
there are only fee-for-service contracts in equilibrium and no cap
itation fees: Pi =c, ti =0 for each i.25 

Although contracts with Pi= c, ti= 0 a re in the set of acceptable 
contracts Ay.n. they are not necessarily optimal in our mechanism 

design approach. Eq. ( 4 ) implies that p =c leads to over-treatment. 
An insurer would like to introduce supply side cost sharing (p < c) to 
reduce over-treatment. The smaller an insurer's network, the lower 
the fee-for-service that it sets (Proposition 2). 

4.6. No steering 

We assume that patients have no preference for a particular 
provider and allow the insurer to guide them to a provider in the 
network. This simplifies notation,but is not essential for the results. 
To illustrate this, we sketch a model where a fraction a E [O, 1] of 
insured chooses a provider on their own without consulting with 
their insurer. 

Assume that there are two providers P1,2 in insurer l's network. 
A fraction a of insured visits the provider that is closest to where 
they live; say, ia go to P1 first and ia to P2 . If they are not treated 
by their chosen provider, they visit the other one. 

Assume p1<p2. How many patients are treated by each 
provider? First, consider P1: she is visited by ia patients living 
close to her and 1 - a patients guided by the insurer: 

~aH(P1, y) + (1 - a)H(P1, y) = H(P1 , y ) ( 1 - ~a) (21) 

A fraction ia go to P2 directly, whereas 1 - ia go to P1 first. Of 
these 1 - ia patients, a fraction H(p1, y ) is treated by P1 and H(p2, 

y )- H(p1, y ) is treated by P2 . Total number of patients treated by 
P2 is given by 

~aH(pz, y) + ( 1 - ~a) (H(p2, y) 

-H(P1 , y)) = H(p2, y) - ( 1 - ~a) H(pi, y) (22) 

That is, total number of patients treated by the network is H(p2 , y), 
( 1 - ia) H(p1, y ) of these are treated by P1• For each aE [O, 1]. the 
probability that P2 treats a patient depends on p1 and we need the 
insurer to reveal p 1 truthfully to P2. As a increases, the effect ofp 1 
on P2's costs becomes smaller, but it does not disappear. Even with 
a= 1, the patients not treated by P1 will come to P2 and hence P2's 
profits depend on P1. 

5. Insurance market 

In this section, we characterize the equilibrium on the health 
insurance market. Note that the effects in Proposition 2 are due to 
cost minimization; no assumptions are needed about market power 
in the health insurance market. To illustrate this, we first consider 
Bertrand competition between insurers. With Bert rand competi
tion, no further distortions are introduced. Then we analyze the 
effects of market power in the insurance market. 

5.1. Perfect competition 

Consumers do not observe contracts (p, t) between insurers and 
providers. Hence, consumers' valuation of health insurance con
tracts cannot depend on these. Consumers do observe n, y , a and 
base their valuation of an insurance contract on these variables. 
Insurers that offer the same network size n and co-payment y , offer 
homogeneous products. 

As consumers are all the same, Bertrand competition between 
insurers leads them to offer the same contract n, y at an insurance 
premium equal to a = C(n, y).The probability that an insured patient 
is treated (at all ) depends on the highest contracted fee-for-service 
Pn which we denote by p(n, y). 

is Sometimes wary beliefs are used in this context(see for instance Rey and Verge. 
2004 ; McAfee and Schwartz. 1994). With wary beliefs, a provider receiving contract 
(p;, t;) asks: given this contract, what are the cost minimizing contracts that I offers 
the other providers? As we have imposed little structure on our primitives, this 
question cannot be easily answered. 
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Competition between insurers makes sure that they choose n, 
y to maximize consumers' valuation of insurance as given by (6) 
with CJ= C(n, y): 

V;(n, y) = 8 { 
} v(p(n,y),y) 

(v - y)f(v)dv - C(n, y) - 88(p(n, y), y) (23) 

Using ( 18), we write this as 

V;(n, y) = e { 
}v(p(n,y),y) 

(v- c)f(v)dv- Op( y, P1(n, y), . . ., 

Pn(n, y)) - 88(p(n, y), y) (24) 

In words, insurers maximize consumer welfare given by (i) the 
social value of treatment (v - c) for all treatments that are done 
(v > v(p(n, y), y)); (ii) minus provider profits- as insurers earn zero 
profits, Or is paid by consumers and (iii) minus the dis-utility of 
risk aversion in case y > 0. As insurers can offer p = c= y and contract 
all providers, we have 0(n, y)::: VU in Eq. (5). 

To ease notation, we use the following shorthands: 

ii(n, y) = v(p(n , y), y) (25) 

8(n, y) = 8(p(n, y), y) (26) 

Ilr(n, y) = Op(y, P1 (n , y), .. . , Pn(n , y)) (27) 

Ll8(n, y) = 8(n + 1, y ) - 8(n, y) (28) 

Llilr(n, y ) = Ilr(n + 1, y) - flr(n, y ) (29) 

Now we can characterize the equilibrium nand y set by insurers. 
In particular, as network size is an integer (the number ofproviders 
contracted), at the optimal network size nit must be the case that 
both a reduction and an increase in the number of providers con
tracted reduces welfare. Similarly, at the optimal co-payment y , a 
change in y must reduce welfare as well. Since y::: 0 (see Eq. (7)), 
a possible exception is the case where y = 0 and a reduction in y 
would raise welfare. Therefore, (32) allows for a strict inequality at 
y = O. 

Proposition 3. For given y, the optimal network size n satisfies: 

LlITr(n -1, y):::. e( _ 1ii(n- 1,y) 
(v-c)f(v)dv- Ll8(n -1 , y) 

) 
(30) 

ii(n,y) 

Llflr(n, y) ::: e ( { 
l v(n+1,y) 

V<.n,y) (v - c)f(v)dv - Ll8(n, y)) (31) 

For given n, the optimal co-payment y is determined by 

dIT~(; , y) ::: e((c - ii(n , y)lf(ii(n , y) )iiy(n , y)- 8y(n, y)) (32) 

where the inequality is strict at y = 0 only. 
Optimal network size is a trade-off between providers' profits 

and consumer utility. By increasing the network size, p(n, y) = Pn 
increases and patients are treated more often (Proposition 2). This 
increases the utility of treatment in case of under-treatment (ii 
c > 0: the value of treatment exceeds the cost of treatment) and 
raises the dis-utility of risk aversion (in case y > O; recall that with 
y = 0 there is no risk for the insured). The effect on provider profits 
can be both positive and negative. 

Eq. (30) implies that moving from a network with n - 1 to n 
providers increases 0 : consumer utility increases more than prof
its. Hence, this increase in the network size, increases welfare. But 
further increasing to n + 1 reduces 0 : profits increase more than 
consumer utility in (31 ). Hence, the latter increase is not optimal 
and the optimal network size in n. 

To get some more intuition, assume that the optimal y = 0: 
as there is no co-payment for the insured, their risk aversion 

has no effect. That is, Ll8(n, 0 ) = 0 and the trade-off is between 
over/under-treatment and the effect of n on profits. Recall that 
the latter effect is non-monotone as Or= 0 both for n = 1 and for n 
high enough that Pn = c. Now Eq. (31 ) implies that under-treatment 
is possible (i.e. integral positive) in equilibrium if provider prof
its Or increase with n. Similarly, (30) implies that over-treatment 
(ii(n - 1, y) < c) can happen if provider profits fall with n. By 
increasing n, the insurer induces inefficient treatment (where value 
is lower than treatment cost: v - c < 0) but as profits fall with n, 
the premium falls and consumers are better off. In this way, over
treatment can be an equilibrium outcome. 

The optimal co-payment y is also determined by the trade-off 
between over/under-treatment and consumer dis-utility on the 
one hand and provider profits on the other. If ii < c, an increase 
in y reduces over-treatment which raises the value of insurance 
ex ante. In this case, y = 0 can only be optimal if the costs e8 + fir 
increase fast with y. If this is not the case, the optimal y > 0 and (32) 
holds with equality. 

With public contracts it is straightforward to implement first 
best p = p* and y = 0. With private contracts this is not the case. 
First, the relation between p and n is determined by the insurer's 
cost side only (without reference to consumer valuation). Hence, 
generically speaking there is no n* such that p(n*, 0) = p*. Even if 
such n* would exist, Eqs. (30) and (31) imply that the effect of non 
provider profits may induce n f. n*. 

Hence, the model with private contracts explains why moral 
hazard in health care is still an unresolved issue. It cannot easily be 
resolved with a combination ofdemand and supply side measures. 
As a consequence, positive co-payments y > 0 can be an equilibrium 
outcome. Although it is inefficient from a social point ofview, sup
ply side cost sharing cannot solve over-treatment in a model with 
private contracts. 

Example 1 [continued). Now we derive the network size and 
co-payment that maximizes 0 . With the parameter values intro
duced above, we find the following. With n = 1, we have v(O, 0) = 

0.60, C= 0.01. Since 0.60 > 0.20 = c, there is under-treatment and 
y = 0. With n = 2, we get p~ = 0.08, v(0 .08, 0) = 0.36, C = 0.02. Since 
0.36 > 0.2, there is still under-treatment - hence y = 0 with n = 2 
but less so than with n = 1. Consequently, total costs are higher with 
n = 2. The increase in treatment value equals 

10.60 

0 .36 
vf(v)dv = 0.08 (33) 

Hence, moving from n = 1 to n = 2 yields an increase in 0 equal to 
0.08 - (0.02 - 0.01) > 0. In this example, it is optimal for an insurer 
to contract both providers. 

To illustrate the equilibrium, we give a simple formalization of 
the idea that people with higher income tend to buy insurance 
featuring a bigger network. To simplify notation, assume that the 
optimal y = O. Let 1/µ denote the marginal utility of income, where 
people with higher income, have higher J.l > 0 and thus a lower 
marginal utility of income. Then we write Eq. (23) as 

V; = e { 
Jv(p(n,0),0) 

vf(v)dv - 2.qn, 
J.l 

O) (34)

Eq. (30) can be written as 

Llilr(n - 1, O) ::; e 1ii(n-1 ,0) 


V<_ n,O) 
(v - ~

J.l 

lf(v)dv (35) 


and higherµ leads to higher n as (35 ) is more easily satisfied for 
higher J.l. Thus higher n can be optimal if income (J.l ) is higher. 
Note that in a cross section with agents with different µ 's, different 
insurance contracts will be offered with varying network size. Each 
µ -type chooses the contract that is optimized for her; there are 
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no incentive compatibility issues here.26 In equilibrium, insurance 
contracts with a bigger network will feature higher fee-for-service. 
Hence, a patient is more likely to get treatment if her insurance 
contract features a bigger network. 

5.2. Imperfect competition 

In this subsection, we introduce two models with imperfect 
competition. The first shows that the result above that n and y are 
chosen to maximize welfare can be extended to imperfect compe
tition as well. The second one uses the example above to formalize 
that market power can lead insurers to choose a network that is 
more narrow than the one maximizing welfare. 

First, assume that demand for insurer Ii takes a general form 
given by Qi(vi(~ , yi)- (Ji , v -i(n-i, y -i)- u -i ) where 

vi(n, y) =el 
v(p( n, y), y) 

(v- y)f(v)dv - eo(p(n, y), y) . (36) 

That is, (;ri =Vi + Ci: the value for consumers of contractj not tak
ing the cost/premium into account. Hence, the overall value for a 
consumer of contractj is given by (;ri - ui. Demand for j's contract is 
increasing in j's overall value (Vi - ui with a positive (own) partial 
derivative Qj > 0) and decreasing in value offered by a competitor 
k =fa j (Vk - uk with a negative (cross) partial derivative Q{ < 0). 
Insurer j then solves the following optimization problem. 

maxo-i ,ni ,yi(<Ti - C(~ , yi))Qi(vi(~ , y) - ui, (;r - i(n- i , y - i) - u - i ) 

(37) 

In equilibrium, each insurer chooses its premium, network size and 
co-payment optimally for given choices n-i , <J-i, y - i by its com
petitors. As we show in the appendix, this implies the following 
result. 

Lemma 1. In equilibrium, each insurer Ii chooses~ and yi to maxi
mize welfare. 

The intuition is that in this set up, insurers maximize total wel
fare by setting ~ and yi and then use <Ji to capture the surplus 
from consumers. Hence, only <Ti is distorted in the sense that it 
exceeds marginal costs. As in the Bertrand case, insurers choose n 
and y to maximize the "pie" and use u to capture most of the rents 
generated. The intensity of competition on the insurance market 
determines how much u exceeds marginal costs C. 

Models like Hotelling competition have a demand structure that 
satisfies the assumptions above. Market power in itself does not 
need to cause a distortion in network size nor in demand side cost 
sharing. 

To illustrate how market power can distort these dimensions, 
consider a monopolist insurer who faces consumers with different 
values forµ as in the example above. We assume that µ > 0 is dis
tributed with density g(µ ) and distribution function G(µ ). Although 
consumers are differentiated, we do not allow the insurer to price 
discriminate. That is, the insurer offers one contract that can be 
bought by all consumers. 

Writing utility as µV(n, y) - <T, we find that all types µ > P., 
buy insurance where P., = u / V(n, y). With perfect competition or a 
planner maximizing welfare, we have u = C(n, y) and the marginal 
consumer is denoted by fl= C(n, y)/ V(n, y). In this case, n, y are 
chosen to maximize 

}µ roo
(µV(n, y) -C(n, y)g(µ)dµ. (38) 

The monopolist insurer chooses u, n, y to maximize its profits: 

(1 - G({.l))(u - C( n, y)) (39) 

The following result is proved in the appendix. 

Lemma 2. Compared to the planner, the monopoly insurer chooses 
a smaller network and higher out-of-pocket payment y . 

The intuition for this result is the comparison of the valuation 
of the infra-marginal consumers under first best (VE(µIµ > fl), 
where E denotes the conditional expectation ofµ ) with the val
uation of the marginal consumer only (VP.,). The planner takes 
into account that an increase in V benefits all consumers with 
high enough µ, while for the monopolist only the valuation of the 
marginal consumer matters as this consumer determines the level 
of the premium u. 

Since an increase in network size, increases utility (ignoring 
costs) such an increase in n has more weight for a planner than 
for a monopolist (i.e. the weight of the infra-marginal consumers 
exceeds the weight of the marginal consumer: E(µ Iµ > P., ) > P.,) 
while the cost effect is the same (Cn(n, y )). Hence, a planner would 
implement a bigger network than a monopolist. 

The opposite is true for y: this decreases utility (ignoring costs) 
and hence it decreases utility more for the planner than for the 
monopolist for the same cost saving (Cy(n, y)<O). Consequently, 
the monopolist introduces more cost sharing than a planner would. 

Hence, depending on how we model market power in the health 
insurance market, we find that network size and co-payment are 
chosen to maximize welfare as under Bertrand competition or that 
market power leads to a narrower network and higher demand side 
cost-sharing than a planner would like to implement. In either case, 
with market power the premium exceeds marginal costs thereby 
distorting insurance demand. 

6. Policy implications 

We have introduced a model where competing insurers use 
two instruments to control over-consumption in health care: 
demand-side and supply-side cost sharing. Whereas the former 
is publicly observable and contractible (insured need to know 
their co-payments) the latter is not. Neither consumers nor other 
providers dealing with an insurer know the details of the contract 
between the insurer and a provider, although this information is 
payoff relevant to them. 

This has three implications. First, using "aggressive" capitation 
contracts (with a low fee-for-service ) becomes expensive for an 
insurer as its network expands. Second, homogeneous providers 
earn strictly positive profits in a network with at least two providers 
and a fee-for-service below treatment cost. This gives them a moti
vation to defend the confidentiality clauses in their contracts with 
insurers. Third, insurers with a big network signal generous insur
ance to consumers: they pay a high fee-for-service making their 
physicians relatively willing to treat. This explains why insurers 
with bigger networks tend to have higher health care costs and 
utilization: patients are more likely to get treatment. 

This section considers the implications of this model for two 
policies: A WP laws and initiatives to make prices more transparent. 

26 Analyzing adverse/advantageous selection in this model is beyond the scope of 
this paper. To illustrate why. assume that high risk types have a distribution function 
fh(v) and low risk types P ::: P1 . That is, conditional on fall ing ill, high risk types tend 
to draw higher v than low risk types (in the sense offirst order stochastic dominance). 
Then single crossing may not be satisfied in this example. That is, at n=1, h-types 
may have a stronger preference for an increase inn than I-types, while for higher n 
the opposite is true. Indeed, for high n, the gain ofa bigger network f i(V(n - 1, y)) 
fi(V(n , y)) maybe smaller fori = h than for i =I. See Boone and Schottmliller (201 7) for 
an analysis of health insurance when single crossing is not satisfied. As mentioned, 
Bardey and Rocher (2010) analyze optimal network size in a model with adverse 
selection. 
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We start by analyzing the effects ofAWP laws. As a first observa
tion, in reality contracts between providers and insurers are private 
(see Introduction). It is not clear how AWP laws deal with this. From 
a theory point of view, an insurer has to contract with any willing 
provider, but with private contracts it could just offer a loss mak
ing contract (low fee-for-service and low capitation) to providers it 
would rather not deal with. In practice, AWP laws "require managed 
care plans to explicitly state evaluation criteria and ensure "due 
process" for providers wishing to contract with the plan" (Hellinger, 
1995, pp. 297). For the purpose of our model, let's assume that it is 
harder for an insurer to exclude a provider under AWP laws. That 
is, even though the insurer would rather not contract a provider, 
this provider can go to court and force a contract in a state with 
AWPlaws. 

Observe that with private contracts, provider profits can be 
strictly positive and hence an excluded provider has an incentive to 
join an insurer's network. This in contrast to public contract models 
in Section 3, where contracts can be chosen such that provider prof
its are zero. Hence, there is no strict incentive for a provider to join a 
network. Further with public contracts, even if more providers join 
a network, there is no effect on the health care costs of the network. 

With private contracts, if an additional insurer joins the net
work, the fee-for-service tends to increase. Hence, if AWP laws 
lead to bigger networks, they will also increase health care con
sumption and costs. This is consistent with evidence cited in the 
Introduction. With Bertrand competition and homogeneous goods 
on the insurance market, insurers choose network size to maximize 
consumer value. AWP laws then unambiguously reduce welfare by 
forcing insurers to increase their network size. This conclusion does 
not necessarily follow with insurer market power as the network 
size may not be optimal in this case. To illustrate, we looked at an 
example where demand is such that insurer market power leads 
to networks that are too narrow from a social point of view. Then 
there can be a role for AWP laws to broaden these networks. 

Discussions of policy initiatives to increase price transparency 
in health care provision usually focus on the bargaining effects and 
the risk of collusion (see e.g. Cutler and Dafny, 2011: Sinaiko and 
Rosenthal, 2011 ). There is agreement that patients should know 
the prices that they have to pay themselves; either through co
payments or by paying for uninsured treatments. But should there 
be transparency about the prices paid by insurers/managed care 
organizations to providers? Currently these prices are secret, what 
happens when they become public? 

The bargaining effect from the literature can be illustrated as 
follows. Suppose that provider 1 has agreed to a low price with 
insurer A while charging another insurer B a high price. If these 
prices become public, insurer B will demand a low price as well, 
making provider 1 less likely to agree to such a low price in the 
first place. This suggests that price transparency raises prices. But 
this argument is not quite complete: suppose insurer B pays a low 
price to a provider 2; if prices become public, insurer B may be less 
willing to pay a high price to provider 1 as it fears that 2 will demand 
this high price as well. Hence, price transparency reduces the price 
insurer B pays to provider 1. In other words, the bargaining effect 
of price transparency is ambiguous. 

The collusion argument goes as follows. Suppose providers try 
to form a cartel to charge insurers high prices. With secret contracts 
it is hard to detect a deviation from the cartel agreement making 
it hard to coordinate on a high price. With public prices, deviations 
are immediately detected and the cartel can sustain higher prices 
(Albaek et al., 1997). 

Implicit in this analysis are two assumptions. First, prices are 
only transfers with no effects on health outcomes. Second, peo
ple are insured and therefore not interested in the prices that 
insurers pay to providers (conditional on the premium that they 
pay). As we have argued above, these assumptions are generally 

incorrect and therefore important effects of price transparency are 
overlooked. 

First, as argued by the literature on supply-side cost sharing, 
prices are not neutral (see e.g. Ellis and McGuire, 1993; Ch et al., 
2011 ). Higher fee-for-service leads to more treatments. Starting 
from a situation with under-treatment, such a price increase can 
be welfare enhancing. Our analysis above takes this effect into 
account. 

Second, the prices paid by insurers to providers affect the insur
ance premium. The premium is clearly relevant for insured. But 
because of the previous effect, insured are interested in the prices 
paid to providers even ignoring the effect on the premium. Indeed, 
these prices affect the probability that the insured gets treatment 
when falling ill. 

Taking these effects into account, what is the result ofmore price 
transparency in our framework? We argue that this depends on the 
degree ofprice transparency. If prices can become fully transparent 
to everyone, reforms to implement this transparency are welfare 
enhancing. Indeed, with public contracts it is possible to implement 
the first best. However, if prices only become partially transparent, 
we argue that these reforms reduce welfare. So when it comes to 
policies to increase price transparency the motto should be: do it 
well or not at all. This can be seen as follows. 

Consider the case where prices become public to all providers, 
insurers and consumers. Then we are in the framework of Section 
3 and the first best can be implemented. This clearly improves 
welfare compared to private contracts. However, making prices 
transparent to consumers is not going to be easy. We know that for 
treatments that patients actually use, they find it hard to under
stand what the price is (Rosenthal, 2014). Here we are considering 
a consumer who buys insurance - and therefore does not yet know 
what treatments he will need in the coming period - knowing all 
prices that his insurer will pay to the providers in the network. It 
is hard to envisage a policy that can increase transparency to such 
an extent. 

The more likely effect will be that prices become transparent 
to providers and insurers but not to consumers buying insurance. 
Then the effect is that insurers can implement aggressive capitation 
contracts with a fee-for-service close to zero without leaving profits 
to insurers. The size of the network no longer signals the fee-for
service, as low fee-for-service can be implemented for any network 
size at no additional cost with public contracts. As the providers 
see each others' contracts, each expects to treat her share of the 
patients. They are willing to accept a contract with a capitation fee 
that just covers the expected loss per treatment. The effect of this 
degree of price transparency is that health care costs will fall. At 
first sight, the policy may then look successful. However, with very 
low fee-for-service fees there is under-provision ofhealth care and 
hence the welfare consequences are not necessarily positive. 

Summarizing, AWP laws tend to increase health care costs. If 
the insurance market is competitive, AWP laws tend to reduce 
welfare. Depending on the details of insurance demand, insurer 
market power can cause a bias towards narrow networks. In this 
case, AWP laws can raise welfare. If price transparency policies can 
make prices public to consumers, first best can be implemented 
and welfare increases. However, it seems more likely that prices 
become transparent to insurers and providers only. In that case, 
health care costs fall but so may welfare. 

Appendix A. Proof of results 

A.1 ProofofProposition 1 

Consider two offers (Pi. ti), (Pj. ti ) E A y,n resp. with Pj <Pi < c and 
other providers (in case n::: 3) receive offers Pk >Pi· Hence Xj = H(pj, 



14 }. Boone/ journal ofHealth Economics 67 (2019) 102222 

y) and Xi;H(Pi· y) - H(pj. y). Then expected costs for the insurer 
are given by 

(A.1) 

One possible deviation is to offer both providers (Pi· ti) - which is 
accepted as (Pi· ti) E Ay.n · This leads to costs 

c=(xi + xj)(Pi - y) + 2xi(c - Pil (A.2) 

There is no incentive to deviate if and only if C - C ::: 0. It is routine 
to verify that this can be written as 

(A.3) 

Clearly, (pj,Xj(c - Pj)) E Ay.n withxj = Xj = H(pj , y). Thus the follow
ing inequality needs to be satisfied: 

-xj(c - Pil +xi(c- Pil::: o (A.4) 

Finally, let Pj approach Pi from below. Then this inequality implies 
that xi ::: xi which converges to H(Pi· y); that is, xi ::: H(pi , y). D 

A.2 Proofofproposition 2 

As in the main text, we use the convention where 
Pl :S P2 :::: ... :S Pn· Define the function for provider profits 
n;,cn, p, y) - which is different from (17) - as follows 

n;,(n, p, y) = minP;:':P
n-1 
L,H(p
i; l 

i, y)(c - Pi+l) (A.5) 

where Pn is optimally chosen such that Pn; p. Hence we find that 

an;,(n,p, y)op = -H(Pn- 1, y) < 0 (A.6) 

We can write 

C(n, y) = minpn Ti j,(n, Pn , y) +H(pn, y)(c - y) (A.7) 

The first order condition for an interior solution for Pn can be writ
ten as 

-H(Pn- 1. y) + Hp(Pn , y)(c - y) = 0 (A.8 ) 

If the expression on the left hand side is positive at Pn ; 0, then costs 
are minimized by choosing Pn as low as possible and we find Pn; 0 
and consequently p1 ; p2 ; . . . ; Pn ; 0. If the expression on the left 
hand side is negative at Pn ; c, then costs are minimized by choosing 
Pn :::: c as high as possible; that is Pn; c. 

We need to establish the effects of y , non Cand of non Pn · First, 
consider the effect of yon C. Using the envelope theorem, we have 

oC(n, y) 
0 

y 
= Hy(Pn , y )(c - y) - H(pn , y) + 

n- 1
~ 
~H
~1 

y(Pi , y)(c - Pi+l ) < 0 

(A.9) 

Second, to find the effect ofn on C, start with C(n, y) and assume that 
prices p1 :::: . . . :::: Pn < c minimize these costs. Moving from n back to 
n - 1, drop Pn 's contract: 

C( n - 1, y) :::: H(Pn- 1. y)(c - y) +
n- 2 
'L,H(pi, y)(c - Pi+l) < C( n, y) 

(A.10) 

where the first inequality follows because p1, . . . , Pn- l may not lead 
to lowest C(n - 1, y) and the second inequality follows from H(Pn- l · 
y) :::: H(pn. y), y <c and H(pn. y)(c - Pn) > 0. 

Before, we derive the effect of non Pn. we need the first order 
condition for an interior solution ofPi (i:::: n - 1) in (A.5): 

Hp(Pi , y)(c- Pi+1)-H(Pi- 1' y) = 0 (A.11) 

with H(p0 , y) ; 0 (as firms are indexed i ::: 1 and hence "provider" 0 
- by convention - treats no patients). If the expression (on the left 
hand side) is positive, then Pi is chosen as low as possible: Pi ; Pi- l · 
If it is negative, Pi is chosen as high as possible: Pi; Pi+l · 

Next, we write 

C(n + 1, y) = min n;,(n, Pn, y ) 
Pn!:Pn+ l 

+H(pn , y)(c - Pn+1) + H(Pn+1 • y )(c - y) (A.12) 

The derivatives of this expression with respect to pg+1, P~!i (price 
paid to Pn, Pn+l when the size of the network is n +1) can be written 
as: 

- H(pg+1, y) +Hp(pg+i, y)(c - P~!i ) (A.13) 

- H(pg+1, y) + Hp(P~!i , y)(c - y) (A.14) 

The claim in the proposition is thatp~!i ::: pg. Suppose - by contra
diction - this is not the case: P~!i < pg, then we also have pg+1 :::: 
P~!i < pg. Hence evaluating (A.13) and (A.14) at pg+1 = P~!i =pg, 
it must be the case that both expressions are positive (i.e. evaluated 
at p"+1 = p"+ 1 = p" it is optimal to reduce p"+1 p"+1)·n n+1 n1 n ' n+ 1 · 

- H(pg, y ) + Hp(pg, y)(c - pg) > 0 (A.15) 

-H(pg , y) + Hp(pg, y)(c - y) > 0 (A.16) 

Now consider two possibilities for the first order condition of pg 
(A.8). First, 

-H(p~-1' y) + Hp(pg , y)(c - y) :::: 0 (A.17) 

Combining this with (A.16), leads to 

-H(pg , y) +H(p~_ 1 , y) > 0 (A.18) 

which is a contradiction because Hp> 0 and pg ::: p~_1. Second, 

-H(p~_1 , y) + Hp(pg, y)(c - y ) > 0 (A.19) 

Then pg is chosen as low as possible: pg = p~_1. Let P7 denote the 
price for highest i such that 

(A.20) 

That is, allj >i have a corner solution at the lower bound P'J ::: Pj_1: 
pg = · ··= P7+i = P?· Hence we can write (A.20) as 

- H(p7_1 , y) + Hp(pg, y )(c - pg) :::: O (A.21) 

Combining this with (A.15) leads to a contradiction because p7_1 :::: 

pg implies H(pg, y )::: H(p7_1 , y). 
Finally, consider the effect of y on Pn· If Pn is a corner solution, 

then a small change in y has no effect on Pn· If Pn is characterized 
by first order condition (A.8), then the second order condition (for 
a minimum) implies Hpp(Pn. y)(c - y ) > 0. Hence 

sign ( ? ; ) = sign (Hy(Pn- 1, y)+ Hp(Pn ,y) - Hpy(Pn,y)(c - y)) 

(A.22) 

Since Hy < 0 and Hp >0, we cannot sign this expression in general. 
Moreover, we did not make an assumption on Hpy· Hence, the effect 
of y on Pn ambiguous. D 



15 }. Boone/journal ofHealth Economics 67 (2019) 102222 

A.3 ProofofLemma 1 

To simplify the exposition, we will take the derivative with 
respect to network size n. This is a slight abuse of notation as n 
is actually an integer. However, it does make clear the structure of 
the problem and why we get efficiency in this case. 

The first order conditions of the problem (37) can be written as 

Qi(.) - Qj(.)(ai - C(ni, yi) = 0 (A.23) 

- Cn(ni, yi)Qi(.) + (ai - C(ni, yi))Qj(.)Vh(ni, yi) = O (A.24) 

. . . . . . j ~ . . 
-Cy(nl , yl)Qi(.) +(al - C(nl, yl ))Q; ( .)Vy(nl, yl) = 0 (A.25) 

Combining the first two equations, allows us to write 

Vh(ni, yi) - Cn(ni, yi) = o (A.26) 

In words, Ij chooses network size ni to maximize welfare. Combin
ing the first and last equation, we get 
Aj • • • • 
Vy(nl, yl)- Cy(n1, yl) = 0 (A.27) 

Demand side cost sharing is chosen to maximize welfare as well. D 

A.4 ProofofLemma 2 

As in the previous proof, we abuse notation by differentiating 
with respect ton. The first order condition of (38) with respect to 
n can be written as 

Vn (n, y) }t µ, oo 
µ,g(µ,)dµ, - (1 - G(fl))Cn(n, y) = 0 (A.28) 

which we write as 

Vn(n, y)E(µ, Iµ, > fl) - Cn(n, y) = 0 (A.29) 

where 

A J:+oo 
fl, µ,g(µ, )dµ, 

(A.30)E(µ,Iµ, > µ,) = 1 - G(fl) 

Similarly, the first order condition for y can be written as 

Vy(n, y)E(µ,Iµ, > fl) - Cy(n, y) = 0 (A.31) 

The monopolist maximizes Eq. (39) with {l = a/V(n, y).The first 
order condition with respect to a can be written as 

1- g({l) -A - - (a - C(n, y)) + (1 - G({l)) = 0 (A.32) 
V(n, y) 

Combining this with the first order condition of n, we can write the 
latter as 

{lVn(n, y) - Cn(n, y) = 0 (A.33) 

Similarly, the first order condition for y can be written as 

{lVy(n, y) - Cy(n , y) = 0 (A.34) 

for given choice of a> C. the planner would take into account that 
infra-marginal consumers value an increase in n more than the 
marginal consumer: E(µ,Iµ, > {l) > {l and hence would choose a 
bigger network than the monopolist. 

In contrast. Vy < 0 (there is a cost-saving Cy < O) and the plan
ner gives a bigger weight to the welfare loss than the monopolist. 
Hence, the planner would like to reduce y compared to the monop
olist. D 
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Marketwide Price Transparency 
Suggests Significant 
Opportunities For Value-Based 
Purchasing 

ABSTRACT The extent of price variation across a local market has 
important implications for value-based purchasing. Using a new data set 
containing health care prices for nearly every insurer-provider-service 
triad across a large local market, we comprehensively examined variation 
in fee-for-service paid commercial prices in Massachusetts for 291 
predominantly outpatient medical services. Prices varied considerably 
across hospital service areas. Prices for medical services at acute hospitals 
were, on average, 76 percent higher than at all other providers. The 
service categories with the widest price variation were ambulance/ 
transportation services, physical/occupational therapy, and laboratory/ 
pathology testing. In this market, simulations suggested that steering 
patients toward lower-price providers or setting price ceilings could 
generate potential savings of 9.0-12.8 percent. Marketwide price 
information at the insurer-provider-service level could help target policy 
interventions to reduce health care spending. 

H ealth care price variation within 
the United States is attracting 
increasing attention from state 
and federal policy makers.1 2 • But 
not all price variation is the 

same. Variation in health care prices across 
the country can be wide,3 but it is not a meaning
ful market signal for patients or local payers 
whose choice of providers is restricted to those 
in their local areas. 

Variation in health care prices within local 
areas can also be wide, and this has different 
policy implications because providers within lo
cal areas are close enough to each other that 
patients could realistically choose and travel be
tween them. For example, a Government Ac
countability Office report found that the estimat
ed total cost of laparoscopic gallbladder surgery 
for patients with the same commercial insurer 
ranged from $3,281 to $40,626 across providers 
in Denver, Colorado, in July 2014.1 Moreover, 
the prices paid for a service at one provider vary 





across commercial insurers. 4•5 

Local health care price variation is not fully 
explained by differences in quality2•6 but instead 
is the result of insurers' and providers' holding 
positions of varying strength during price nego
tiations.6- 8 Because of this, there are opportuni
ties to reduce spending without any loss in value. 

Growing awareness of health care price differ
ences within local markets has led to calls for 
policies that "steer" patients to lower-cost op
tions and put pressure on providers to make 
price concessions.1•2•9 Policy interventions in
clude price transparency tools, benefit designs 
such as reference-based pricing and tiered or 
narrow networks,10 and value-based purchas
ing.11 Some states have also considered explicit 
regulation of health care prices through legisla
tion that would determine the amounts that 
health care providers must accept as payment 
for medical services.12 

As part of an initiative to rein in health care 
spending and improve value, Massachusetts has 
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begun to make data available on actual prices 
negotiated between insurers and providers. Al
though paid prices mustbe observable ifthey are 
to meaningfully influence behavior, paid prices 
are almost never made available to the public.13 

Only New Hampshire publishes actual insurer 
prices paid to providers, including both physi
cians and facilities: Information for approxi
mately 125 medical services appears on a state
run website. 

To this end, the Center for Health Information 
and Analysis (a Massachusetts state agency) cre
ated a unique data set that contains prices by 
procedure, insurer, and provider for 291 pre
dominantly outpatient medical services. This 
provides the first opportunity to examine mar
ketwide commercial health care price variation 
for procedure-provider-insurer triads across 
nearly all insurers and providers within a large 
local market. These data also allow the examina
tion ofprice variation by category of service and 
as a share ofspending. In contrast, most existing 
evidence on price variation within local areas is 
based on data from a few large insurers or pur
chasers in a market. 3•5•6 

Understanding price variation using market
wide data has important implications for insur
ers that contract with providers, regulators that 
evaluate antitrust concerns, employer purchas
ers that select insurance carriers for employee 
health plans, and physicians in risk-based pay
ment contracts who decide where to refer pa
tients. In this article we evaluate the extent of 
price variation for outpatient services across 
Massachusetts and discuss the implications of 
our findings for potential savings and for poli
cies targeted at reducing prices. 

Study Data And Methods 
DATA We obtained access to a data set that con
tained median fee-for-service prices paid byeight 
large commercial insurers to nearly every health 
care provider for 291 medical services in Massa
chusetts during 2015. The data set was derived 
from the Massachusetts All-Payer Claims Data
base by the Center for Health Information and 
Analysis; the data set underlies the state's web
based price transparency tools for consumers.14 

Price is the total allowed amount of payment 
received by the provider for a medical service 
(identified by Current Procedural Tenninology 
code), including the amount paid by the plan 
member and the insurer. This is also known as 
the total allowed amount. 

All but two of the services included in the data 
were exclusively outpatient; the exceptions were 
two obstetric services-vaginal delivery and ce
sarean section-for which inpatient and out

patient services were bundled. The Center for 
Health Information and Analysis selected these 
services because the number ofencounters at the 
provider-insurer-service level was large enough 
that prices could be accurately and reliably es
timated. 

Each service was associated with a single pri
mary provider thatbilled for the service. A billing 
provider could be a facility, medical group, med
ical lab, individual clinician, or some other 
entity-such as an ambulance service company. 
For services such as radiology that included both 
facility fees and professional fees, both types of 
fees were bundled into one price and attributed 
to the facility or group that was the primary bill
ing provider. Office visits that occurred in an 
outpatient hospital setting but were billed by a 
physician group included the physician fee only. 
They were not bundled with facility fees because 
there was insufficient information on the claim 
to match the facility fee and the visits reliably. 
Obstetric maternitybundles included the profes
sional fee only. (Additional details on price data 
are in section 1.1 of the online appendix.)15 

The eight insurers in the data set covered 
75.4 percent of the commercially insured popu
lation in Massachusetts in 2015.16 The insurers 
not included were predominantly small insurers 
or national insurers whose data quality could not 
be sufficiently validated. Spending on the en
counters underlying the price data represented 
approximately 5.5 percent of 2015 health care 
spending in Massachusetts and approximately 
40.0 percent ofoutpatient spending forthe eight 
insurers. (Details on spending calculations are 
in section 1.4 of the appendix.)15 

For every provider-insurer-service triad, the 
data also included the volume of services provid
ed, the service category (such as ambulance ser
vices and behavioral health services), and the 
provider type.14 

SUMMARY PRICE MEASURES The insurer
provider-service price was reported directly in 
the data.We also constructed two summary price 
measures. The first was the implied price for each 
provider.17 This measure allowed us to compare 
price differences across providers without re
quiring that all providers deliver the same basket 
ofservices. This was helpful, given thatwe aimed 
to characterize the magnitude and heterogeneity 
of price variation for different types of medical 
services-including some that are less common 
and provided by fewer providers or only in cer
tain regions within the state. 

The implied price is the amount paid for all 
services rendered by the provider using actual 
provider-insurer-service paid prices, divided by a 
hypothetical amount that would have been paid 
for the same quantity of services had they been 
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paid for according to state-level average prices. 
An implied price of 1 indicates that the price is 
equivalent to the average statewide price. An 
implied price greater than 1 indicates that the 
price is higher than average. For example, an 
implied price of 1.25 indicates that, on average, 
the price per service is 25 percent higher than the 
statewide average price. 

Second, we calculated an implied price at the 
hospital service area (HSA) level. HSAs are geo
graphic areas in which residents primarily use 
the hospitals located within the area; providers 
were mapped to HSAs using five-digit ZIP 
codes.18 The HSA-level implied price was con
structed similarly to the provider-level implied 
price but included all services provided within 
the HSA. 

Prices paid to providers in the Boston area are 
higher than prices in the rest of the state in part 
because of higher costs of labor, maintaining a 
practice (for example, renting office space and 
buying supplies), and malpractice insurance. 
To purge prices of differences due to these geo
graphic differences in input costs, we adjusted 
all prices and summary price measures using 
the Medicare Geographic Practice Cost Index. 
This enabled us to compare prices across all re
gions in the state. (See section 1.3 of the appen
dix for more details.) 15 

ANALYSES OF PRICE VARIATION Prior research 
has found that prices vary across geographic re
gions, as a result of factors other than input 
costs.3•19 To test for similar patterns within Mas
sachusetts and map high- versus low-spending 
areas, we report the average implied price across 
all HSAs in the state. 

Prices at acute hospitals have been found to be 
higher than those for the same service in other 
settings.20 We quantified this price difference 
and tested whether its magnitude varied across 
service categories. To do so, we calculated the 
ratio of the average price per service when it was 
provided byan acute hospital to the average price 
for the same service in all other settings, and we 
report the average and interquartile range ofthis 
ratio by service category. The price for a service 
at an acute hospital is the mean of prices for 
encounters that were billed by the hospital as 
provider. Prices for services billed by hospital 
outpatientdepartments orby physicians in those 
departments, both ofwhich excluded associated 
facility fees, were included in the "other settings" 
category. 

We also characterized price variation using the 
coefficient of variation, which was calculated as 
the standard deviation of price divided by the 
mean. The coefficient of variation describes 
the dispersion of prices around the mean, with 
a higher ratio indicating greater dispersion. We 

Work to understand 
the implications of 
price variation within 
local areas is just 
beginning. 

used it because doing so allowed us to compare 
variation between services with different mean 
prices. Service-category price variation was cal
culated as the unweighted average coefficient of 
variation ofservices in the category; overall price 
variation was calculated as the average coeffi
cient of variation of all services in the data. To 
look across providers, we first calculated a pro
vider's mean price per service-that is, the aver
age price paid to the provider across insurers for 
a particular service. We then calculated the coef
ficient of variation for that service across pro
viders, and we report the mean service coeffi
cient of variation by service category. Our 
analysis of variation in prices paid across insur
ers was similar, but we used the insurer's mean 
price per service instead of the provider's mean 
price per service. 

IMPLICATIONS FOR SPENDING Our final anal
yses examined the relationships between price 
variation, market share, and spending across 
providers. We focused this analysis on the three 
service categories with the largest coefficients of 
variation in the state: ambulance/ transportation 
services, laboratory/pathology testing, and 
physical/occupational therapy. 

We sorted providers that offered these services 
into deciles by implied price. We calculated the 
market share of the service category held by pro
viders in each decile, which was the sum of the 
market shares per service, weighted by the share 
of spending on that service across the state. This 
approach put more weight on the share of ser
vices that were frequently provided and involved 
higher spending, and less weight on the share of 
services that were rarely provided and involved 
lower spending. We also report the proportion of 
the service-category revenue earned by each pro
vider decile. (Additional details are in section 1.7 
of the appendix.)15 

We conducted two policy simulations to quan
tify the effects of two relatively aggressive poli
cies aimed at reducing price variation. A "price 
steering" simulation reallocated all services de
livered by high-price providers, which we de
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fined as providers with a service price above the 
seventy-fifth percentile within the insurer and 
HSA, to lower-price providers within the same 
insurer and HSA. We restricted the steering of 
services to providers within the HSA and insurer 
network to maintain a reasonable travel distance 
for patients to a new provider and to simulate 
insurers' network constraints. Steered services 
were reallocated proportionately to the distribu
tion of the market shares across lower-price pro
viders, so the low-price provider with the most 
market share got the most reallocated services. 
In this simulation, services delivered by fewer 
than five providers within an HSA-insurer pair 
were not steered and instead were left un
changed. 

In a second simulation, using a "price ceiling," 
we assessed how spending would change if pro
viders with prices above the seventy-fifth percen
tile of the statewide price distribution were paid 
the seventy-fifth-percentile price. We set the hy
pothetical price ceiling based on the statewide 
distribution of prices, as opposed to using with
in-HSA price distributions as in the "price steer
ing" simulation, to simulate a state-level policy. 

SENSITIVITY ANALYSIS Although Massachu
setts is a relatively small state, residents, partic
ularly those living in the Boston hospital referral 
region, may be very unlikely to travel across the 
state for care. To examine whether similar pat
terns exist within smaller areas across which 
patients could more feasibly travel, we also ex
amined price variation within the hospital refer
ral region for Boston. 

LIMITATIONS Our analyses had several limita
tions. First, the study data came only from Mas
sachusetts. These data provide a substantially 
complete picture ofprices in this market, giving 
a novel look at comprehensive market-level price 
variation, and this analysis followed a large lit
erature that carefully characterized local mar
kets when national data were imperfect or un
available.21'22 However, analyses from other US 
markets will be important to understand the de
gree to which price variation in other states is 
similar to that in Massachusetts. 

Second, the simulations reported here evalu
ated changes only if patients were steered or 
price ceilings imposed, which in economic terms 
is a partial equilibrium analysis. We did not ex
amine the impact of potential provider re
sponses, such as changes in prices or quantities 
of care delivered, to the steering or price ceiling 
policies we examined. 

Third, we did not have data to report on price 
variation for other types of care, such as inpa
tient services. 

Fourth, we did not have information on quality 
that would have allowed us to examine to what 

extent the prices we observed were explained by 
quality differences or how the policies we simu
lated might affect the quality of care. 

Fifth, there were also differences in the avail
ability of high-intensity services, such as those 
provided in intensive care units, across pro
viders that are a function of site of care. We did 
not have data to determine the extent to which 
price differences reflected provider-level differ
ences in the intensity of care. 

Study Results 
ANALYSES OF PRICE VARIATION Exhibit 1 pre
sents the variation across hospital service areas 
in Massachusetts. On the mainland, the HSA 
implied price ranged from 0.69 to 1.17. Higher 
prices were generally found in the eastern part of 
the state, particularly in the areas surrounding 
Boston, and on the borders with Connecticut and 
Rhode Island to the south. The highest prices 
were observed on the islands of Nantucket 
(1.39) and Martha's Vineyard (1.59) . Relative 
to the lowest-price HSAs in Massachusetts, the 
prices paid in the highest-price mainland HSA 
were 70 percent higher (for example, 1.17 versus 
0.69), and the prices paid in the islands were 
100-129 percent higher. 

The mean coefficient of variation across all 
provider-insurer prices was 0.50 (exhibit 2). 
Not surprisingly, the coefficient of variation 
for prices across providers (0.42) was greater 
than itwas for insurers ( 0. 30). The greatest price 
variation occurred for ambulance/ transporta
tion services (average coefficient of variation: 
0.79), physical/occupational therapy (average 
coefficient of variation: 0.70), and laboratory/ 
pathology testing (average coefficient of varia
tion: 0.64). Services in these three categories 
accounted for 3.0 percent, 3.7 percent, and 
8.4 percent of total spending in our data set, 
respectively. 

Prices paid for outpatient services delivered at 
acute hospitals were 76 percent higher than pric
es paid for the same services received in other 
settings, but there was considerable variation 
across service categories (exhibit 3) . Physical/ 
occupational therapy and laboratory/ pathology 
testing had average acute hospital prices that 
were 199 percent higher and 100 percent higher, 
respectively, than prices for the same services in 
other settings. The exception to this pattern was 
office visits: On average, prices for office visits at 
acute hospitals were slightly lower than prices 
for the visits in other settings. 

IMPLICATIONS FOR SPENDING For two of the 
three service categories with the widest price 
variation, laboratory/ pathology testing and 
physical/occupational therapy, providers in 
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EXHIBIT 1 

Variation in implied prices across Massachusetts hospital service areas {HSAs), 2015 

Implied prices 
0.82 or less 

• 0.83-0.90 
• 0.91-0.98 
• 0.99-1.18 ._ ,. Boston 
• 1.30-1.54 

Martha's Vineyard 

SOURCE Authors' ana lysis of data from the Center for Health Information and Analysis. NOTES Implied prices are explained in the text. 
For HSAs that cross state borders. calculations were made us ing on ly the subset of ZIP codes in that HSA in Massachusetts. 

the highest price decile had large market shares 
(41.1 percent and 16.9 percent, respectively) 
(exhibit 4) . The large market share in combina
tion with being paid the highest prices resulted 
in the highest price decile of these providers 

receiving a very high proportion oftotal category 
spending (57 .3 percent and 33.4 percent, respec
tively). The highest price decile of ambulance/ 
transportation service providers had a 10.3 per
cent market share. The highest price decile of 

EXHIBIT 2 

Total spending. mean service price, and price variation by service category, across providers and insurers in Massachusetts, 2015 

Service 
No. of 
CPTcodes 

Total spending 
(II) 

Across provider-insurer 
combinations 

Mean price (II) Mean CV 

Across providers 

No. Mean CV 

Across insurers 

No. Mean CV 
All 291 3,061,294,213 177.68 0.50 12,549 0.42 8 0.30 
Ambulance/transportation 7 91.402,809 654.15 0.79 255 0.75 8 0.34 
Behavioral health 22 200,043.469 88.62 0.35 7,146 0.32 8 0.16 
Colonoscopy /endoscopy 12 240,608,922 2,097.17 0.31 91 0.29 8 0.24 
Emergency department visits 5 202,651,922 537.63 0.49 67 0.32 8 0.32 
Eye exams 4 82,982,024 154.49 0.50 714 0.31 8 0.28 
Laboratory /pathology testing 86 256,020.132 26.86 0.64 713 0.54 8 0.34 
Maternity 2 42,027.721 4,132.35 0.24 99 0.20 4 0.16 
Office visits 28 1,240,858,596 164.81 0.38 4,034 0.29 8 0.26 
Physical/occupational therapy 17 113,832.069 42.96 0.70 1,392 0.69 8 0.96 
Radiology 108 590,866,549 471.l l 0.42 518 0.34 8 0.22 

SOURCE Authors' analysis of data from the Center for Health Information and Analysis. NOTES We calculated the mean provider price per service across insurers and then 
calculated the coefficient of va riation (CV; explained in the text) for each service. We also calculated t he mean insurer price per service across providers and then 
calculated the CV for each service. Maternity service prices were reported for provider-insurer combinations with at least eleven observations (on ly four insurers 
in our data had sufficient volume to meet this threshold). CPT is Current Procedural Terminology. 
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EXHIBIT 3 

Differences between acute hospitals and other providers in average negotiated prices paid by commercial health plans in 
Massachusetts, by service category, 2015 

250% 

199% 
200% 

150% 

100%76% 

100% - 67% 


53% 51% 
37%50% 

-25% • 
0% - ---..,---

-50% 

-lDO% - All services Office visits Eye exams Co lonoscopy/ Behavioral Radiology Laboratory/ Physica l/ 
endoscopy health pathology occupational 

testing t herapy 

SOURCE Authors' analysis of data from the Center for Healt h Information and An alysis_ NOTES Prices for acut e hospitals include all 
prices fo r outpatient services billed wit h t he hospita l list ed as the provider_ Prices fo r other providers include claims billed by hospital 
outpatient departments. exc luding t he associated fac ility fee. Claims for emergency department and mat ern ity services were exc luded 
because these services are provided almost exclusively at acute hospitals_ Claims for ambu lance services were excluded because t he 
vast majority of providers billing for these services are not hospitals_ The error bars ind icate interquart ile ranges_ 

EXHIBIT 4 

Market share and share of spending. by category of service and decile of provider prices in Massachusetts, 2015 

100% 

90%  Deciles 
,, 


' ', 
 10 (highest)80% - •- --
70% 

60%  -- -, ---_,,,50% 
''' 
''',,,, 


40% - ' ' '' 
- ',',',','

30% -
,,-',>_'-_ 3 

20%  ','
10%  2 

0%  -- 1 (lowest)
Market Share of -Market --------Share of Market Share of 
share spending share spending share spending 

Ambulance/ Laboratory/ Physical/ 
transportation services pathology testing occupational therapy 

souRcE Authors' analysis of data from the Center fo r Health Information and Analysis. NOTES Providers were sorted into deciles based 
on the average implied price fo r the category of services_ Implied prices are explained in the text Service-level market shares were 
weighted by the share of ma rket spending on the service relative to other se rvices in the service category. 
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these providers received 22.6 percent of the 
spending in that category. 

The "steering" simulation suggested that a pol
icy that steered patients from providers with 
high prices to providers with lower prices in 
the same HSA and insurer network could save 
up to 12.8 percent of spending, with the highest 
proportion of savings from office visits, radiolo
gy services, and laboratory/pathology testing. 
The "price ceiling" simulation, with price ceil
ings set at the seventy-fifth percentile, resulted 
in 9.0 percent lower spending, with the greatest 
savings in the same three services. The simula
tion results are in appendix exhibit 1.15 

SENSITIVITY ANALYSES When we considered 
only providers located within the Boston hospi
tal referral region, we found that the average 
coefficient of variation in prices across all ser
vices was 0.50, while the coefficients ofvariation 
across providers and insurers were 0.41 and 
0.35, respectively. These are very similar in mag
nitude to the coefficients of variation in price 
observed across the state. Results from all other 
analyses when restricted to providers in the 
Boston hospital referral region were also similar 
to results from analyses for the whole state (data 
not shown) . 

Discussion 
An analysis ofpaid health care prices for insurer
provider-service triads across Massachusetts re
vealed extensive variation in health care prices 
for outpatient services that were not attributable 
to geographic variation in the cost ofdoing busi
ness. Prices in the urban areas surrounding 
Boston (where large acute hospitals are most 
concentrated) and on the two islands off the 
coast (where there are fewer providers and geo
graphic isolation) had the highest prices. Lower 
prices were paid in neighboring HSAs.We found 
the widest variation in prices across ambulance/ 
transportation services, physical/occupational 
therapy, and laboratory/pathology testing. In 
general, prices for services provided by acute 
hospitals were higher than prices for services 
in other settings. The acute hospital category 
included services for which the hospital was 
the primaryproviderand did not include services 
provided in hospital outpatient departments
those services, without associated facility fees, 
were included in the "other settings" category. 
Accounting for facility fees would have narrowed 
the variation in prices between acute hospitals 
and hospital outpatient departments, but not 
that between acute hospitals and any other 
settings. 

Providers in the highest price decile received 
very large proportions of category spending. 

1520 HEALTH AFFA I RS SEPTE M BER 2019 38 : 9 

Our findings suggest 
that meaningful 
savings are available 
from policies to 
reduce price variation. 

This result is in part a mathematical one, due 
to their higher relative prices. However, for labs 
and physical or occupational therapy providers, 
this result is also due to highervolumes, as these 
higher-price providers, on average, have higher 
market shares than lower-price providers do. 

Work to understand the implications of price 
variation within local areas is justbeginning. For 
example, further investigation of lower average 
prices for office visits in acute hospitals revealed 
that only a small proportion of office visits had 
an acute hospital as the billing provider (these 
visits accounted for 8 percent of office visit 
spending), and the most common visit was of 
short duration. Thus, while our analyses and 
simulations took account of the specific Current 
Procedural Tenninology code billed, the data also 
suggest that office visits billed by hospitals may 
play a different role than office visits billed by 
physician practices. 

Overall, previous research has found that qual
ity differences explain little price variation.5 

While many of the services for which we docu
mented substantial price variation would appear 
to be relatively commodified, such as lab tests, 
there may be some in which quality differences 
across providers are more important. In addi
tion, there are differences in the availability of 
services, such as those provided in an intensive 
care unit, across providers. Having access to 
such services during a procedure, particularly 
for high-risk patients, could make paying higher 
prices for care at those providers worth it. Thus, 
steering or regulatory policies should optimize 
value instead of simply minimizing costs and 
should take quality differences into account. 

Policy Implications 
Our findings suggest that meaningful savings 
are available from policies to reduce price varia
tion. The simulations suggested greater poten
tial savings from steering than from price 
ceilings-because steering would reallocate ser
vices to providers with prices along the price 
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distribution, whereas price ceilings would in
crease the number of providers paid the seven
ty-fifth-percentile price. Of course, achieving 
savings from steering would depend on being 
able to successfully steer patients to low-price 
providers. Simply providing price information 
directly to people through price transparency 
tools has not led to changes in behavior.10 New 
products and interventions are required to im
prove value in health care choices. The develop
ment of these tools and new incentive programs 
requires investment, and our findings can be 
used to assess the maximum returns from such 
efforts. 

Interventions such as reference-based pricing 
and tiered or narrow networks have shown 
promise.23- 26 Under reference-based pricing ben
efit design, the insurer sets a maximum reim
bursement that it will pay for a service, and pa
tients who choose a provider with a higher price 
must pay the full difference between the pro
vider's price and the insurer's maximum. Tiered 
and narrow networks are forms ofmanaged care 
network design in which the insurer sorts pro
viders into tiers based on price and quality. The 
insurer assesses higher cost sharing-or, in the 
case ofnarrow networks, may provide no cover
age at all-when patients choose providers in the 
highest price tier. 

Both of these interventions are well suited to 
services that are nonemergency and generally 
not complex, such as physical/occupational 
therapy and laboratory testing. However, if 
steering is onerous for some services because 
the geographic distribution of services is not 
comprehensive, it could be disruptive to patient 
care. Steering could also be infeasible in some 
cases, such as for ambulance services. Then im

posing price ceilings may be preferable. 
Although the aim of transparency in health 

care prices is to provide missing price informa
tion to improve the functioning of health care 
markets, the publication of paid prices could 
have adverse consequences. An oft-mentioned 
concern is that providers' response to increased 
price transparency could lead to patients' paying 
higher prices-for example, if providers raise 
their prices to equal the highest in the market.27 

The release ofinformation on commercial paid 
prices is unlikely to create additional market 
power for providers so that they could command 
higher prices from insurers. More concerning is 
that widespread transparency of prices could 
lead to alignment of price negotiation strategies 
by providers or, at worst, to outright collusion.28 

Thus, wider release of commercial health care 
price data should be accompanied by analysis 
and oversight to monitor the provider 
response-especially in markets with fewer large 
providers, where anticompetitive behavior is 
more feasible. 

Conclusion 
While preliminary, our findings provide a road 
map for ways that consumers and purchasers can 
save money not only through choice ofproviders 
but also through choice of insurers. Other stake
holders can capitalize on these data, too. Refer
ring physicians in risk contracts can leverage 
price variation to reduce spending. Marketwide 
price transparency data could also shed light on 
competition and inform antitrust enforcement. 
Marketwide price transparency is an important 
tool in the effort to increase the value of health 
care spending. • 

The authors thank the Center for Health 
Information and Analysis for assistance 
with accessing and interpreting data. 
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The Affordable Care Act (ACA) brought sweeping change to the U.S. health care system, expanding comprehensive health 

insurance to millions of Americans and making it possible for anyone with health problems to get coverage by banning 

insurers from denying coverage or charging more because of preexisting conditions. In 2018 there were 18.2 million fewer 

uninsured people in the U.S. than when the ACA became law.1 In addition, fewer people are forgoing health care because 

of cost or reporting high out-of-pocket costs relative to their income.2

Yet, in 2018, an estimated 30.4 million people were uninsured, up from a low of 28.6 million in 2016. Coverage gains have 

stalled in most states and have even eroded in some.J In addition, more people have reported problems getting health 

care because of cost. 

To examine why so many people remain uninsured, we use data from the 2018 Commonwealth Fund Biennial Health 

Insurance Survey. Answers to the survey questions can help federal and state policymakers find solutions to help uninsured 

Americans gain coverage. 

Highlights 

• 	 In 2018, uninsured working-age adults in the United States were disproportionately low income, Latino, and under age 

35. 
• 	 Nearly half of uninsured adults may have been eligible for subsidized insurance through the marketplace or their state's 

expanded Medicaid program. 

• 	 Two-thirds (67%) of uninsured adults had not gone to the marketplace to examine their coverage options. Of those, one

third (36%) said they didn't think they could afford health insurance. 
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• 	 Following the ACA individual market subsidies and reforms, the share of adults who had tried to buy a plan in the 


individual market and reported difficulties finding an affordable plan fell from 60 percent to 34 percent. In 2018, 42 


percent of adults reported difficulty finding affordable coverage. 


• 	 Despite affordability concerns and changes made by Congress and the Trump administration, 62 percent of adults with 

individual coverage and 84 percent with Medicaid rated their coverage as "good," "very good," or "excellent." 
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Uninsured Worlting-Age Adults Disproportionately Low-Income, 
Latino, and Under Age 35 

Adults ages 19-64 who were uninsured 

Income 

Download data 

Race/Ethnicity 

Download data [:!J [:!J 

Age 

[:!J Download data 

Notes: FPL= federal poverty level. DK= don't know. Pl= Pacific Islander. 

Data: Commonwealth Fund Biennial Health Insurance Survey (2018). 

Source: Munira Z. Gunja and Sara R. Collins, Who Are the Remaining Uninsured, and Why: Do They: Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs://doi.org<'.'.10.26099/h0x)l-az24 
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The ACA's coverage expansions led to significant declines in uninsured rates among people who had been the most likely 

to be uninsured: people with low incomes, Latinos, and young adults <Table 1). But in 2018, these groups remained 

disproportionately uninsured. 

In 2018, 58 percent of uninsured adults had incomes below 200 percent of the federal poverty level ($24, 120 for an 

individual and $49,200 for a family of four). Across age groups, young adults ages 19 to 34 made up the largest share of 

the uninsured. More than one-third of the uninsured were Latino even though Latinos make up 18 percent of the working

age adult population <Table 1). 

Nearly Half ofUninsured Adults May Be Eligible for Marketplace 
Subsidies or Medicaid 

Adults ages 19-64 who were uninsured 

Foreign-born Latinos 

25% 

Foreign-born Latinos 

<100% FPL, 
nonexpansion 

11% 

Eligible for unsubsidized 
coverage through the 

individual market or may 
be eligible for traditional 

Medicaid 

<100% FPL, 
expansion 

4% 

1 oora-132% FPL. 
nonexpansion 

3% 

1 ooro-132% FPL, 
expansion 

4% 

133ro-399% FPL 

36% 

Eligible for expanded Medicaid or 
subsidized coverage through 

the marketplace 

400%+FBL

8%

Above subsidy 
eligible range 

Undesignated 

9%

l 


Notes: FPL= federal poverty level. The Affordable Care Act set the top income eligibility threshold at 133% of poverty but also called for a new standardized method for 

calculating income. States previously had different rules about what sources of income counted for purposes of eligibility. The standardized modified adjusted gross 

income system automatically disregards 5% of someone's income, effectively making the threshold 138% of poverty. We use the 133% threshold in this survey. 

Data: Commonwealth Fund Biennial Health Insurance Survey (2018). 

Source: Munira Z. Gunja and Sara R. Collins, Who Are the Remaining Uninsured, and Whx Do Thex Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs://doi.orgL10.26099/h0~-az24 
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We examined the remaining uninsured by income status to determine whether they might be eligible for subsidized 

coverage. The ACA provides subsidized insurance through two sources: Medicaid for adults who earn less than 138 percent 

of poverty ($16,643 for an individual or $33,948 for a family of four) in states that expanded Medicaid, and subsidized plans 

in the ACA marketplaces for those who earn up to 400 percent of poverty ($48,240 for an individual and $98,400 for a 

family of four). 

The ACA excludes undocumented immigrants from both the marketplace subsidies and the Medicaid expansion: they may 

only buy coverage through the individual market outside the marketplaces. We use foreign-born status among Latinos as a 

rough proxy for uninsured adults who may not be eligible for subsidized coverage because of their immigration status.1 We 

do not have an estimate of undocumented immigrants of other ethnicities. 
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Nearly half (47%) of uninsured adults in 2018 had incomes that may make them eligible for either expanded Medicaid or 

subsidized marketplace plans. The remainder of uninsured adults would not qualify for either: 11 percent earn below 100 

percent of poverty and live in a state that did not expand Medicaid;.5. 8 percent have incomes at or above 400 percent of 

poverty and are ineligible for the tax credits; and 25 percent were foreign -born Latinos and may be ineligible for Medicaid 

or subsidized plans because of their immigration status. 

One-Third ofUninsured Adults Who Did Not Visit Marketplace to 
Get Coverage Cited Affordability Concerns 

Did you try to get health insurance through the marketplace? 

Percent ofadults ages 19-64 who were uninsured 

[±.) Download data 

What was the main reason you did not try to get health insurance through the 
marketplace? 

Percent ofadults ages 19-64 who were uninsured and did not visit the marketplace 

36 

28 

15 

8 7 
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You did not think you could 
afford health insurance 

You did not think you needed 
health insurance 

You did not think you would be 
eligible for health insurance 

You were not aware of the 
marketplace 

Some other reason* 

~ Download data 

* 3% of uninsured adults ages 19 to 64 who did not visit the marketplace reported it was because they had, or will have, insurance through another source, 2% reported it 


was because the marketplaces were not open for enrollment when they needed coverage, and 1 % reported they went someplace else to look for health insurance. 


Respondents who reported "some other reason" cited lack of time and citizenship status, among other reasons. 


Data: Commonwealth Fund Biennial Health Insurance Survey (2018). 


Source: Munira Z. Gunja and Sara R. Collins, Who Are the Remaining Uninsured, and Whx Do Thex Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs://doi.org,'."10.26099/h0~-az24 
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While half of adults who were uninsured at the time of the survey might have been eligible for subsidized health care, the 

majority (67%) of uninsured adults did not try to get health insurance through the marketplace. When asked why, more 

than one-third (36%) reported it was because they did not think they could afford it, 15 percent said they did not think 

they needed it, 8 percent said they did not think they would be eligible for insurance, and 7 percent said they were not 

aware of the marketplace.-6 
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One-Third ofAdults Who Lost Coverage and Were Previously 
Covered Through the Individual Market Cited Affordability 
Concerns 

What was the main reason you lost or dropped your coverage? 

Percent ofadults ages 19-64 who were uninsured at the time ofthe survey or uninsured in the past 12 months and were previously covered by a 

plan bought through the marketplace or from an insurance company 

34 

15 

8 

20 

7 7 

You couldn't afford what 
you had to pay for your 

health plan 

Lost/changed job You didn't pay your 
premium on time 

You missed the deadline to 
reenroll 

Your plan was no longer 
being offered 

Some other reason* 

[.!:] Download data 

* 4% percent of adults ages 19 to 64 who were uninsured at the time of the survey or uninsured in the past 12 months and were previously covered by a plan bought on 

their own or through the marketplace reported they lost or dropped their marketplace coverage because they couldn't get the health care they needed, 2% reported it 

was because they didn't think they needed it, and D 1 % reported it was because they moved. Respondents who reported "some other reason" cited lack of knowledge 

about their coverage options. among other reasons. 

Data: Commonwealth Fund Biennial Health Insurance Survey (2018). 

Source: Munira Z. Gunja and Sara R. Collins. Who Are the Remaining Uninsured, and Whx Do Thex Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs://doi.or!$!'.10.26099/h0xy:-az24 

W!l Add to ChartCart 

Affordability is the top reason adults dropped their individual market coverage. One-third (34%) of adults who were either 

uninsured at the time of the survey or had a gap in coverage in the past 12 months, and who were previously covered by 

either a plan they bought through the marketplace or directly from an insurance company, reported they lost or dropped 

their plan because they could not afford it.I Half of these adults were uninsured, about a quarter had reenrolled into the 

individual market, 12 percent transitioned into Medicaid, 7 percent enrolled in employer insurance, and 5 percent enrolled 

into Medicare (data not shown). 
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Majority ofAdults Who Had Lost Coverage and Were Previously 
Covered by Medicaid Said They Were No Longer Eligible 

What was the main reason you lost or dropped your Medicaid coverage? 

Percent ofadults ages 19-64 who were uninsured at the time ofthe survey or uninsured in the past 12 months and were previously covered by 

Medicaid 

57 

14 14 
10 

You were no longer eligible You did not reenroll in Medicaid when 
you needed to 

You moved Some other reason* 

[.!:.] Download data 

* 4% percent of adults ages 19 to 64 who were uninsured at the time of the survey or uninsured in the past 12 months and were previously covered by Medicaid reported 


losing or dropping their Medicaid coverage because they couldn't afford to pay for it and 3% reported it was because they couldn't get the health care they needed. 


Respondents who reported "some other reason" cited a lack of knowledge about their coverage options and the complexity of the enrollment process, among other 


reasons. 


Data: Commonwealth Fund Biennial Health Insurance Survey (2018). 


Source: Munira Z. Gunja and Sara R. Collins, Who Are the Remaining Uninsured, and Whx Do Thex Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs://doi.or&'.'.10.26099/h0XY.-az24 

W!l Add to ChartCart 

More than half (57%) of adults who were either uninsured at the time of the survey or had a gap in insurance coverage in 

the past 12 months and who were previously covered by Medicaid reported they lost their Medicaid coverage because they 

were no longer eligible. Fourteen percent said they did not reenroll in time and 10 percent had moved.!! After losing 

Medicaid, about half of these adults remained uninsured, nearly one-third reenrolled in Medicaid, 14 percent enrolled in 

employer coverage, 3 percent gained individual market coverage, and 3 percent gained Medicare (data not shown). 
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More Adults Had Difficulty Finding Affordable Coverage in the 
Individual Market in 2018 vs. 2016 

Total Health
problem** 

<200%FPL 200%+FPL

2010 2016 2018 2010 2016 2018 2010 2016 2018 2010 2016 2018 

Adults ages 19-64 with individual coverage* or 
who tried to buy it in past three years who: 

26 
million 

44 
million 

45 

million 


Found it very difficult or impossible to find 
affordable coverage 

60% 34% 42% 70% 42% 47% 64% 35% 44% 54% 32% 41%

Found it very difficult or impossible to find 
coverage they needed 

43% 25% 31% 53% 31% 36% 49% 26% 32% 35% 23% 31%

Has individual coverage* or ended up buying a 
health insurance planA 

46% 
12 

million 

66% 
29 

million 

61%
27 

million 
36% 60% 59% 34% 63% 57% 57% 71% 64%

Note: FPL= federal poverty level.* Bought in the past three years.** Respondent rated their health status as fair or poor, or has any of the following chronic conditions: 


hypertension or high blood pressure; heart disease, including heart attack; diabetes; asthma, emphysema, or lung disease; high cholesterol.' Among those who ever tried 


buying health insurance on their own in the past three years. 


Data: Commonwealth Fund Biennial Health Insurance Surveys (2010, 2016, 2018). 


Source: Munira Z. Gunja and Sara R. Collins, Who Are the Remaining Uninsured, and Whx Do Thex Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs://doi.orgL10.26099/h0~-az24 
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The ACA's subsidies and reforms to the individual market, such as banning preexisting condition exclusions and premium 

setting based on health and gender, went into effect in 2014. Before these reforms, in 2010, 60 percent of adults who had 

individual coverage or had tried to buy it in the past three years said it was very difficult or impossible to find affordable 

coverage. By 2016, the share of adults reporting difficulty finding affordable coverage in the individual market fell by nearly 

half, to 34 percent. But in 2018, this progress eroded somewhat: 42 percent of adults reported difficulty finding affordable 

coverage. 
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Majority ofAdults Give Their Health Insurance High Ratings 

Now thinking about your current health insurance coverage, how would you rate it? 

Percent ofadults ages 19-64 who were insured and viewed their health insurance as "good," "vel}' good," or "excellent" 

-~ 
• 

2010 2012 	 2014 2016 2018 

Employer Medicaid Individual* 

[±.] Download data 

* Individual coverage includes those who purchased insurance on and off the marketplaces. 

Data: Commonwealth Fund Biennial Health Insurance Survey (2010, 2012, 2014, 2016, 2018). 

Source: Munira Z. Gunja and Sara R. Collins. Who Are the Remaining Uninsured, and Whx Do Thex Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs:l/doi.orgl'.10.26099/h0XY.-az24 
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Large majorities of insured adults continue to rate their health insurance highly. In 2018, 62 percent of adults with 

individual market plans and 84 percent with Medicaid rated their health coverage as "good," "very good," or "excellent." 

Despite affordability concerns and changes made by Congress and the Trump administration, a majority of adults with 

individual coverage continue to give their health insurance high marks. Significantly more adults with Medicaid gave their 

coverage high ratings in 2018 compared to 2010. 

Policy Recommendations 

Affordability remains a key reason 30 million adults remain uninsured. Our findings show more than a third of uninsured 

adults who did not try to get coverage through the marketplaces cited affordability concerns. One-third of adults with a 

coverage gap who were previously insured through the individual market dropped their plans because they could not 

afford them. The survey also suggests a lack of knowledge among uninsured adults about their coverage options. While the 

national debate about health care is focused on more sweeping reforms, such as Medicare for All, federal and state 

policymakers have several options to help millions of people keep or gain coverage within the existing law. 

• 	 Expand Medicaid without restrictions. Seventeen states have yet to expand eligibility for Medicaid, leaving more than 

3 million people with incomes under poverty uninsured . .2. In addition, encouraged by the Trump administration, nine 

states have secured approval from HHS to impose work requirements in their Medicaid programs; another seven have 

submitted applications to do so. A federal district court judge has halted the implementation of work requirements in 
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Kentucky, Arkansas, and New Hampshire but not before more than 18,000 poor adults in Arkansas lost their insurance 

coverage as a result.10 

• 	 Lift the 400-percent-of-poverty cap on eligibility for marketplace tax credits. In 2019, this action would help people 

with incomes exceeding $48,560 (individuals) and $100,400 (family of four) better afford marketplace plans. The tax 

credits work by capping the amount people pay toward their premiums at 9.86 percent of income. Lifting the cap has a 

built-in phase-out: as income rises, fewer people qualify, since premiums consume an increasingly smaller share of 

incomes. RAND researchers estimate that this policy change would increase insurance coverage by nearly 2 million and 

lower silver-plan premiums by nearly 3 percent as healthier people enroll. It would cost the federal government an 

estimated $10 billion annually.11 Legislation has been introduced to lift the cap.11 

• 	 State or federal reinsurance. The ACA's reinsurance program was effective in lowering marketplace premiums. After it 

expired in 2017, seven states implemented their own programs, four more will implement a program in 2020, and one 

has submitted an application to do so.ll Alaska's program reduced premiums by more than 20 percent in 2018.14 These 

lower costs particularly help people with incomes too high to qualify for ACA premium tax credits. Several congressional 

bills have proposed a federal reinsurance program.~ 

• 	 Reinstate outreach and navigator funding for the 2020 open-enrollment period. The administration has nearly 

eliminated funding for advertising and assistance to help people enroll in marketplace plans.1fi Survey research indicates 

that people who received personal assistance when they shopped for coverage were more likely to enroll than those 

who did not.17 Some lawmakers have proposed reinstating this funding.1H 

• 	 Ban or place limits on short-term health plans and other insurance that doesn't comply with the ACA. The Trump 

administration loosened regulations on short-term plans that don't have to comply with the ACA, potentially leaving 

people who enroll in them exposed to high costs and insurance fraud. These plans also draw healthier people out of the 

marketplaces, increasing premiums for those who remain and federal costs of premium subsidies. Twenty-three states 

and D.C. have banned or placed limits on short-term insurance policies.19 Some lawmakers have proposed a federal 

ban.20 

• 	 Make premium contributions for individual market plans fully tax deductible. People who are self-employed are 

already allowed to do this.21 

• 	 Fix the so-called family coverage glitch. People with employer premium expenses that exceed 9.86 percent of their 

income are eligible for marketplace subsidies if their income falls between 100 and 400 percent of poverty. This then 

triggers a federal tax penalty for their employers. There's a catch: this provision applies only to single-person policies, 

leaving many middle-income families caught in the "family coverage glitch.'' Congress could help families by pegging 

unaffordable employer plans to family policies instead of single policies. In 2016, Matthew Buettgens and colleagues 

estimated more than 6 million people were affected by the glitch and fixing it would lower their spending on premiums 

from an average 12 percent of income to 6.3 percent, at a cost to the federal government of $3.7 billion to $6.5 

billion.22 

• 	 Inform people about their options. People who lose coverage during the year are eligible for special enrollment 

periods for ACA marketplace coverage. Those eligible for Medicaid can sign up at any time. But research indicates that 

many people who lose employer coverage do not use these options.23 The federal government, the states, and 

employers could increase awareness through advertising and education. 

• 	 Reduce churn in Medicaid. Research shows that over a two-year period, one-quarter of Medicaid beneficiaries leave the 

program and become uninsured.24 Many do so because of administrative barriers, particularly the renewal process.2s By 

imposing work requirements, as some states are doing, this involuntary disenrollment will likely get worse. To help 

people stay continuously covered, the federal government and the states could consider simplifying and streamlining 

the enrollment and reenrollment processes. 

• 	 Extend the marketplace open-enrollment period. The current open-enrollment period lasts just 45 days. In 2019, 

eight states that run their own marketplaces have longer periods, some by as much as an additional 45 days.26 Other 

states, as well as the federal marketplace, could extend their enrollment periods as well. 
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HOW WE CONDUCTED THIS STUDY 

The Commonwealth Fund Biennial Health Insurance Survey, 2018, was conducted by SSRS from June 27 to November 11, 2018. The survey 
consisted of telephone interviews in English and Spanish and was conducted among a random, nationally representative sample of 4,22S 
adults ages 19 to 64 living in the continental United States. A combination of landline and cellular phone random-digit-dial (ROD) samples 
was used to reach people. In all, 72S interviews were conducted with respondents on landline telephones and 3,500 interviews were 

conducted on cellular phones. 

The sample was designed to generalize to the U.S. adult population and to allow separate analyses of responses of low-income households. 
Statistical results are weighted to correct for the stratified sample design, the overlapping landline and cellular phone sample frames, and 
disproportionate nonresponse that m ight bias results. The data are weighted to the U.S. adult population by age, sex, race/ethnicity, 
education, household size, geographic region, population density, and household telephone use, using the U.S. Census Bureau's 2017 Annual 

Social and Economic Supplement. 

The resulting weighted sample is representative of the approximately 193.9 million U.S. adults ages 19 to 64. The survey has an overall 
margin of sampling error of+/- 1.9 percentage points at the 9S percent confidence level. The ROD landline portion of the survey achieved a 
8.4 percent response rate and the ROD cellular phone component achieved a S.2 percent response rate. 

This survey is the eighth in a series of Commonwealth Fund surveys to measure access to affordable health care over time. The previous 
surveys were conducted by Princeton Survey Research Associates International using the same stratified sampling strategy that was used in 
2018, except the 2001 , 2003, and 2005 surveys did not include a cellular phone random-digit-dial sample. In 2001 , the survey was conducted 
from April 27 through July 29, 2001, and included 2,829 adults ages 19 to 64; in 2003, the survey was conducted from September 3, 2003, 

through January 4, 2004, and included 3,293 adults ages 19 to 64; in 200S, the survey was conducted from August 18, 200S, to January 5, 
2006, among 3,352 adults ages 19 to 64; in 2010, the survey was conducted from July 14 to November 30, 2010, among 3,033 adults ages 19 

to 64; in 2012, the survey was conducted from April 26 to August 19, 2012, among 3,393 adults ages 19 to 64; in 2014, the survey was 
conducted from July 22 to December 14, 2014, among 4,251 adults ages 19 to 64; and in 2016, the survey was conducted from July 12 to 
November 20, 2016, among 4, 186 adults ages 19 to 64. 

Table 1 

Uninsured Rates by Demographics 

Total (ages 19
64) 

Uninsured 
Crate) 

Uninsured 
(distribution) 

2010 2018 2010 2018 2010 2018 

Percent distribution 100% 100% 20% 12% 20% 12% 

Unweighted n 3065 4225 593 555 593 555 

Millions 185.0 193.9 37.2 24.0 37.2 24.0 

Age 19-34 34 32 27 17 46 44 

35-49 33 30 20 12 34 30 

50-64 32 35 13 8 20 24 

Gender Male 49 48 20 14 49 54 

Female 51 52 20 11 51 46 

Base: Young adults (ages 19
34) 

Male 51 51 29 19 54 58 

Female 49 49 25 15 46 42 

Race/Ethnicity White 64 59 15 9 47 42 

African American 12 12 24 11 15 11 

Latino 16 18 39 24 31 35 

Asian 3 4 9 10 1 3 

Other/Mixed 4 5 29 14 5 6 

Poverty status Less than 100% poverty 20 18 41 19 41 27 

100%-132% poverty 7 7 31 18 11 10 

133%-249% poverty 18 19 26 17 23 26 

250%-399% poverty 19 19 8 10 8 16 

400% poverty or more 25 29 4 3 4 8 

https://www.commonwealthfund .org/publications/issue-briefs/2019/aug/who-are-remaining-uninsured-and-why-do-they-lack-coverage 12/16 

https://www.commonwealthfund.org/publications/issue-briefs/2019/aug/who-are-remaining-uninsured-and-why-do-they-lack-coverage


9/11 /2019 Who Are the Remaining Uninsured, and Why Do They Lack Coverage? I Commonwealth Fund 

Don't know/Refused 11 7 23 22 12 13 

Health status No health problem so so 19 13 46 S3 

Fair/Poor health status, or any chronic 
condition* 

so so 22 12 S4 47 

Political affiliation Republican 23 22 14 9 16 16 

Democrat 32 28 19 8 31 18 

Independent 23 23 16 11 19 21 

Something else 12 18 27 1S 16 22 

Marketplace type** State-based marketplace - 29 - 10 - 22 

Federally run marketplace - 71 - 13 - 76 

Medicaid expansion*** Expanded Medicaid - 64 - 9 - 48 

Did not expand Medicaid - 3S - 18 - S1 

Region Northeast 19 19 13 8 13 12 

Midwest 22 21 16 11 17 18 

South 37 37 24 16 44 47 

West 22 23 23 12 2S 23 

Adult work status Full time S2 S3 12 10 30 42 

Part time 12 14 32 17 19 19 

Not working 36 33 28 14 so 38 

Employer sizeAA Less than 100 employees 40 41 26 19 67 68 

100 or more employees S7 S6 8 6 29 28 

*Respondent said health status was fair or poor or said they had at least one of the following chronic diseases: hypertension or high blood pressure; heart disease; 


diabetes; asthma, emphysema, or lung disease; high cholesterol; depression or anxiety. 


**The following states have state-based marketplaces: CA, CO, CT, ID, MA, MD, MN, NY, RI, VT, WA, and the District of Columbia. All other states were considered to have 


federally facilitated marketplaces. 


***The following states expanded their Medicaid program and began enrolling individuals in July 2018 or earlier: AK, AR, AZ, CA, CO, CT, DE, HI, IA, IL, IN, KY, LA, MA, MD, 


ME, Ml, MN, MT, ND, NH, NJ, NM, NV, NY, OH, OR, PA, RI, VA, VT, WA, WV, and the District of Columbia. All other states were considered to have not expanded. 


AA Base: Full- and part-time employed adults ages 19-64. Distributions may not sum to 100 percent because of "don't know" or refusal to respond. 


- Not applicable. 


Data: Commonwealth Fund Biennial Health Insurance Surveys (2010 and 2018). 


Source: Munira Z. Gunja and Sara R. Collins, Who Are the Remaining Uninsured, and Whx Do Thex Lack Coverage? Findings from the Commonwealth Fund Biennial Health 

Insurance Survey, 2018 (Commonwealth Fund, Aug. 2019). httRs://doi.org,:'.10.26099/h0XY.-az24 

lilll Add to ChartCart 
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NOTES 

1. Robin A. Cohen. Emily P. Terlizzi, and Michael E. Martinez, ltesfEfl fnsllrsnee €er-ersge; rsr~ ftefesse e( r3£fmsfes (rem ffle rts£fsnsf '1esf£f1 fnferifew 
SuNey, 2018 (National Center for Health Statistics, Centers for Disease Control and Prevention, May 2019). 

2. David C. Radley, Sara R. Collins, and Susan L. Hayes, :l87? §eereeerff en 3tete f1eef£fl ~.atem F'erfermenee; BeeEfls rtem 3t1feff!e, :Afeef1ef; Ba1gs en me 
fffsef F'reg,ress ~snfffng- '1esf£f1 €sre €er-ersge 3£sffsf '1esf£f1 €e3fs :Are s 8rerrtng Bllrffen (Commonwealth Fund, June 2019). 

3. Radley, Collins, and Hayes, 2019 Scorecard, 2019. 

4. Research has found that nearly half of foreign-born Latinos are undocumented immigrants. See Jens M. Krogstad and Mark H. Lopez, HfstJ.anic immigrants 

Mere tlk~ r:e teek lteefEfl fnsllrenee Ef1en 1:1;3:-Bem (Pew Research Center. Sept. 2014). 
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5. These adults would only be eligible for their state's existing Medicaid program, which is usually only available to children and very poor parents, or 
unsubsidized plans in the marketplaces. 

6. Three percent of uninsured adults ages 19 to 64 who did not visit the marketplace reported it was because they had, or will have, insurance through 

another source, 2% reported it was because the marketplaces were not open for enrollment when they needed coverage, and 1 % reported they went 
someplace else to look for health insurance. Respondents who repo rted "some other reason" cited lack of time and citizenship status, among other 

reasons. 

7. Four percent of ad ults ages 19 to 64 who were uninsured at the time of the survey or uninsured in the past 12 months and were previously covered by 

a plan bought on their own or through the marketplace reported they lost or dropped their marketplace coverage because they couldn't get the health 
care they needed, 2% reported it was because they didn't think they needed it, and 1 % reported it was because they moved. Respondents who reported 
"some other reason" cited lack of knowledge about their coverage options, among other reasons. 

8. Four percent of adults ages 19 to 64 who were uninsured at the time of the survey or uninsured in the past 12 months and were previously covered by 
Medicaid reported losing or dropping their Medicaid coverage because they couldn't afford to pay for it and 3% reported it was beca use they couldn't get 
the health care they needed. Respondents who reported "some other reason" cited a lack of knowledge about their coverage options and the complexity 

of the enrollment process, among other reasons. 

9. Estimate includes three states (Idaho, Nebraska, Utah) that passed ballot initiatives in 2018 to expand Medicaid but have not yet done so. See 

Commonwealth Fund, "~cuftls 8r Mei:lleala ~n::ilen ana Wern IW§f1;1lremenI ¥Val¥er;i," interactive map, updated July 31 , 2019; Rachel Garfield, Kendal 
Orgera, and Anthony Damico, Tfle €everege 8e1!J.· l:fnfns11retf F'ssrAt111fts fn §tetes ff/et BB fret &@ntf Met!feeft! (Henry J. Kai ser Family Foundation, June 

2018 and May 2019); and Matthew Buettgens, Tfle fm{lf!eetfens srMetffeeft! &1t.tmsfen fn tile ffemefnfng§tetes (Urban Institute, May 2018). 

10. Benjamin D. Sommers et al., "Me(lleala Wern ~lllremenfs - l«;g1;1tf3 frem me nf3E Year In Aman3as," New England journal of Medicine, published online 
June 19, 2019. 

11. Jodi Liu and Christine Eibner, ~{l!!.ntlfng Enreffment rrttllelft £Ile fnt!Mt111ef Msnt!ate; 8{tf!ens te Brrng Mere f"ee{tf_e fnts £fie fnt!Mt1118f Msr{{et 

(Commonwealth Fund, Aug. 2018). 

12. U.S. Senator for California, Dianne Feinstein, "~eneter3 lnfrea!lre l:e~eHen w lmJi!rsre Arrereeale €ere~, Meire €evere~ Mere AITereeare far Mlame

Cl.iss Families.'' Press release, June 7, 2017. 

13. Commonwealth Fund, "'Yflltt'E Is Ye!lr §~e Being te AITee"E Aeeess te Me§!ltt'Ee Meetm lm!lrenee7," interactive map, updated Aug. 22, 2019. 

14. Rachel Schwab, Emily Curran, and Sabrina Corlette, Assessing £Ile Erteetfveness er§tete-Besetf ffefns1:1renee: €ese §t1:1tffes er Tflree §tetes' Erterts te 

Befster Tflefr fnt!Mt1118f Msr{{ets (Robert Wood Johnson Foundation, Nov. 2018). 

15. Sara R. Collins and Roosa Tikkanen, "Ttre Mam; Yarletles 8T ~nl'tersal Eevern~" interactive, Mar. 6, 2019. 

16. Sara R. Collins, "€erat1mers ~neJ;!Ji!lng fer t'leatffi rlam Are l:eff In me Barn~ TrumJi! Mmlnl3"Ereilsn," To the Point (blog), Commonwealth Fund, July 19, 
2018. 
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ABSTRACT 

ISSUE: The Affordable Care Act (ACA) has substantially lowered 
uninsured rates nationwide. Previous research has documented that these 
overall declines also led to reductions in racial and ethnic disparities in 
health coverage rates. 

GOAL: To use the most recent data available to determine the extent to 
which the ACA has reduced disparities in insurance coverage among 
different racial and ethnic groups. 

METHODS: Analysis of the American Community Survey (ACS) for 2013 
to 2017. 

KEY FINDINGS: All racial and ethnic groups saw gains in health coverage 
between 2013 and 2016, but these gains were especially pronounced for 
minority groups and individuals with incomes below 139 percent of the 
federal poverty level. In 2017, gains for minority groups generally flattened. 
The ACA’s disparity-reducing effects have been strongest in states 
participating in the Medicaid expansion. 

CONCLUSION: Gaps in insurance coverage among racial and ethnic 
groups narrowed the most in states that expanded Medicaid, suggesting 
that expansions of Medicaid in additional states would likely reduce 
disparities further. 

TOPLINES 
The ACA has not only spurred a 
decline in uninsured rates across 
all U.S. racial and ethnic groups, 
it’s also reduced disparities in 
coverage, especially between 
blacks and whites. 

Gaps in health coverage rates 
between blacks and Hispanics 
and whites have narrowed 
since the ACA, but the gap 
has shrunk more in states 
that expanded Medicaid 
than in those that did not. 
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2 Did the Affordable Care Act Reduce Racial and Ethnic Disparities in Health Insurance Coverage? 

INTRODUCTION 

How has the Affordable Care Act (ACA) affected 
disparities in health insurance coverage among different 
racial and ethnic groups? We know that the ACA has 
substantially lowered uninsured rates nationwide,1 but  
previous research has documented that these overall 
declines also led to reductions in racial and ethnic 
disparities in health coverage rates.2 

For this data brief, we analyzed findings from the U.S. 
Census Bureau’s nationally representative American 
Community Survey to report on the most recent trends 
in insurance coverage broken down by poverty level and 
by race (see How We Conducted This Study). We also 
compare the ACA’s effects on coverage in states that took 
up the Medicaid expansion with states that did not.3 And  
we show changes in insurance coverage in the two largest 
expansion states, New York and California, and in the two 
largest nonexpansion states, Texas and Florida. 

FINDINGS 

The proportion of nonelderly adults lacking 
health insurance fell from 20.5 percent in 2013 
to 12.3 percent in 2017, a decline of 40 percent, 
while racial gaps decreased. 

All U.S. racial and ethnic groups saw comparable, 
proportionate declines in uninsured rates (Exhibit 1). 
However, because uninsured rates started off much 
higher among Hispanic and black non-Hispanic adults 
than among white non-Hispanic adults, the coverage gap 
between blacks and whites declined from 11.0 percentage 
points in 2013 to 5.3 percentage points in 2017. Likewise, 
the coverage gap between Hispanics and non-Hispanic 
whites dropped from 25.4 points to 16.6 points. 

Uninsured rates fell between 2013 and 2016 for all racial 
and ethnic groups and income categories, and then in 
2017 inched upward for most groups. Gains in coverage 
for all groups were greatest between 2013 and 2015 and 
continued, though at a lower rate, in 2016. These gains 
ended in 2017. There were modest increases in uninsured 
rates among non-Hispanic whites and non-Hispanic 
blacks between 2016 and 2017. 

Uninsured rates in states that expanded Medicaid 
eligibility under the ACA fell 49 percent, compared 
with 27 percent in nonexpansion states. 

The biggest absolute reductions in uninsured rates 
occurred among Hispanic, black, and lower-income, 
nonelderly adults in Medicaid expansion states (Exhibit 2). 
Because of this, while disparities in coverage shrank in 
both nonexpansion and expansion states, the reduction 
in disparities was greater in the latter states. From 2013 
to 2017, the coverage gap between blacks and whites 
in expansion states had dropped from 9.8 percentage 
points to 3.2 percentage points, and the corresponding 
gap between blacks and whites in nonexpansion states 
declined from 11.4 points to 6.2 points. 

The ACA had an equalizing effect, reducing racial 
and ethnic disparities in coverage. 

Hispanic people had the highest initial uninsured rate 
and experienced the greatest gains (an overall decline 
of 15 percentage points in uninsured rates and a nine-
point decline in the gap with whites). Black people 
also had higher initial uninsured rates than whites and 
experienced greater gains (a 12-point decline in insurance 
rates compared with six points among whites). Hispanic 
noncitizens (such as green card holders) also made gains 
in their insurance coverage, although this group did not 
qualify for Medicaid or for subsidies. 

The importance of the Medicaid expansion in reducing 
disparities can be seen by comparing the experience 
of advantaged and disadvantaged groups in expansion 
and nonexpansion states (Appendix 2). Before the ACA 
expansions, the fraction of black and Hispanic people 
who were uninsured in states that would subsequently 
expand Medicaid was over 50 percent higher than the 
share of white people who were uninsured in states that 
would not go on to expand Medicaid. By 2017, the sharp 
declines in uninsured rates for both Hispanic citizens 
and non-Hispanic blacks in expansion states brought 
these rates below the rates for non-Hispanic whites in 
nonexpansion states. 
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Exhibit 1. Percentage of Uninsured Adults Ages 19 to 64, by Race and Ethnicity 
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Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017. 

Exhibit 2. Changes in Uninsured Rates Among Groups, by Medicaid Expansion Status 
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Source: Ajay Chaudry, Adlan Jackson, and Sherry A. Glied, Did the Affordable Care Act Reduce Racial and Ethnic Disparities in Health Insurance Coverage?
(Commonwealth Fund, Aug. 2019).

Percentage of Uninsured Adults Ages 19 to 64, by Race and Ethnicity
Exhibit 1

Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.

Source: Ajay Chaudry, Adlan Jackson, and Sherry A. Glied, Did the Affordable Care Act Reduce Racial and Ethnic Disparities in Health Insurance Coverage?
(Commonwealth Fund, Aug. 2019).

Changes in Uninsured Rates Among Groups, by Medicaid Expansion Status
Exhibit 2

Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.
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Note: FPL = federal poverty level. 

Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017. 
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Percentage of Publicly Insured Adults Ages 19 to 64, by Race and Ethnicity
Exhibit 3

Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.

 

 

 
 

 
 

 

4 Did the Affordable Care Act Reduce Racial and Ethnic Disparities in Health Insurance Coverage? 

All groups gained from the ACA’s expansions of 
public insurance coverage and private insurance 
coverage. 

These gains were important in improving overall coverage 
among Hispanics, whose public insurance coverage rates 
increased by more than six percentage points from 2013 
to 2017 (Exhibit 3). Private coverage grew most among 
black non-Hispanics and among Hispanics (Exhibit 4). At 
the beginning of this period, the private coverage rate for 
whites was 30 points higher compared to Hispanics. By 
the end of the period, that gap had narrowed to about 24 
points. 

Coverage gains were much greater in states that 
chose to participate in the Medicaid expansion 
than in those that did not. 

The differences are particularly dramatic for the Hispanic 
population (Exhibit 5). While coverage rates were largely 
stable in expansion states between 2016 and 2017, 
trends began to reverse in nonexpansion states among 
non-Hispanic blacks and non-Hispanic whites (Exhibit 6). 

The importance of Medicaid expansion in narrowing 
disparities can also be seen in a comparison of uninsured 
rates in the two largest expansion states, New York 
and California, with the two largest nonexpansion 
states, Texas and Florida (Appendix 2). For nearly all 
groups, uninsured rates were roughly twice as high in 
nonexpansion states in 2016. Moreover, uninsured rates 
for the lowest-income black, non-Hispanic, and Hispanic 
citizens in California and New York were lower than the 
overall uninsured rates for all non-Hispanic whites in 
Florida and Texas. 

CONCLUSIONS AND POLICY IMPLICATIONS 

There are persistent disparities in health outcomes among 
U.S. racial and ethnic groups. These disparities echo 
differences in access to quality health services.4 Lack of  
insurance coverage, in turn, limits access to such services. 
While eliminating disparities in insurance coverage alone 
will not eliminate racial disparities in health, it is a key 
first step. 

Exhibit 3. Percentage of Publicly Insured Adults Ages 19 to 64, by Race and Ethnicity 
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Source: Ajay Chaudry, Adlan Jackson, and Sherry A. Glied, Did the Affordable Care Act Reduce Racial and Ethnic Disparities in Health Insurance Coverage?
(Commonwealth Fund, Aug. 2019).

Percentage of Uninsured Adults Ages 19 to 64 in States Expanding Medicaid,
by Race and Ethnicity

Exhibit 5

Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.

Source: Ajay Chaudry, Adlan Jackson, and Sherry A. Glied, Did the Affordable Care Act Reduce Racial and Ethnic Disparities in Health Insurance Coverage?
(Commonwealth Fund, Aug. 2019).

Percentage of Privately Insured Adults Ages 19 to 64, by Race and Ethnicity
Exhibit 4

Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.
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Exhibit 4. Percentage of Privately Insured Adults Ages 19 to 64, by Race and Ethnicity 
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Exhibit 5. Percentage of Uninsured Adults Ages 19 to 64 in States Expanding Medicaid, by Race 
and Ethnicity 
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Exhibit 6. Percentage of Uninsured Adults Ages 19 to 64 in States Not Expanding Medicaid, by Race 
and Ethnicity 
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Percentage of Uninsured Adults Ages 19 to 64 in States Not Expanding Medicaid,
by Race and Ethnicity

Exhibit 6

Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.
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Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017. 

In this study, we find evidence for a link between 
expansion in access to coverage and equity in receipt 
of that coverage. Gaps in insurance coverage among 
racial and ethnic groups narrowed extensively after 
implementation of the ACA coverage expansions, and 
especially between 2013 and 2016. These effects were 
greatest in states that expanded Medicaid. Our results 
suggest that expansions of Medicaid in additional states 
would likely reduce disparities further. 

HOW WE CONDUCTED THIS STUDY 

Data used for this analysis were drawn from the 2013– 

2017 years of the U.S. Census Bureau’s American 

Community Survey (ACS). Our sample included 

adults ages 19 to 64. We defined racial and ethnic 

categories as non-Hispanic white, non-Hispanic black, 

and Hispanic, who may be of any race. We also group 

people by their income relative to federal poverty 

guidelines. We use the ACS variable for citizenship 

because citizenship status affects people’s insurance 

coverage within racial and ethnic categories. We 

categorize those with both public and private 

insurance — about 4 percent of respondents — as 

having public insurance. 
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Appendix 1. Uninsured Rates by Race, Citizenship, and Poverty Ratio, by Medicaid Expansion Status 
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All nonelderly 
adults 20.5 16.4 13.2 12.1 12.3 –8.2 –40 23.90 20.39 17.7 16.8 17.4 –6.5 –27 18.3 14.0 10.3 9.2 9.3 –9.0 –49 

White, 
non-Hispanic 14.8 11.7 9.0 8.2 8.5 –6.3 –43 16.5 14.2 12.4 11.6 12.1 –4.4 –26 13.8 10.5 6.8 6.2 6.3 –7.5 –54 

Black, 
non-Hispanic 25.8 20.7 15.3 13.6 13.8 –12.0 –46 27.9 23.9 19.4 17.5 18.3 –9.6 –35 23.6 18.0 10.9 9.9 9.5 –14.1 –60 

Hispanic 
citizen 28.0 21.3 16.3 15.0 15.3 –12.7 –45 34.1 28.7 23.5 22.8 23.2 –10.9 –32 25.7 18.5 12.0 10.5 10.6 –15.1 –59 

Hispanic 
noncitizen 64.3 57.3 51.1 48.0 47.7 –16.6 –26 72.5 67.4 60.6 58.3 58.5 –14.0 –19 60.5 52.7 44.9 41.3 40.4 –20.1 –33 

<139% FPL 39.3 31.9 26.2 24.0 23.8 –15.5 –39 45.16 39.7 35.7 34.1 34.8 –10.4 –23 35.0 26.7 19.2 17.1 16.4 –18.6 –53 

White, 
non-Hispanic 32.8 25.7 20.1 18.2 18.5 –14.3 –44 37.0 32.2 29.0 27.1 28.2 –8.8 –24 30.5 22.1 13.7 12.3 12.1 –18.4 –60 

Black, 
non-Hispanic 35.6 28.9 23.8 21.4 21.3 –14.3 –40 40.4 34.9 31.3 29.0 29.9 –10.5 –26 31.5 23.7 15.3 14.0 12.9 –18.6 –59 

Hispanic 
citizen 40.5 31.2 24.6 23.2 22.6 –17.9 –44 53.3 45.8 39.2 38.7 38.3 –15.1 –28 35.7 25.6 16.0 14.1 13.4 –22.3 –62 

Hispanic 
noncitizen 72.7 66.6 60.6 57.9 58.2 –14.5 –20 81.5 78.2 72.8 70.8 71.4 –10.1 –12 68.4 60.9 52.1 48.8 48.5 –19.9 –29 

139%–399% FPL 23.8 19.1 15.7 14.9 15.4 –8.4 –35 25.8 22.0 19.1 18.7 19.7 –6.1 –24 22.4 17.2 13.2 12.3 12.5 –9.8 –44 

White, 
non-Hispanic 18.0 14.5 11.6 11.1 11.5 –6.5 –36 18.7 16.1 14.5 14.1 14.8 –3.9 –21 17.7 13.6 9.5 9.0 9.3 –8.4 –48 

Black, 
non-Hispanic 23.7 18.5 14.6 13.5 14.1 –9.6 –41 24.1 20.2 17.2 16.0 17.1 –7.0 –29 23.3 17.0 11.5 10.7 10.7 –12.6 –54 

Hispanic 
citizen 29.5 21.9 17.7 16.5 17.2 –12.3 –42 33.4 27.8 24.0 23.7 24.5 –8.9 –27 28.0 19.7 13.9 12.2 12.7 –15.3 –55 

Hispanic 
noncitizen 60.9 53.4 48.0 45.5 45.3 –15.6 –26 68.1 61.5 55.8 54.4 54.8 –13.3 –20 57.7 49.8 43.1 39.9 39.1 –18.7 –32 

400%+ FPL 6.7 5.3 4.4 4.1 4.5 –2.2 –33 7.7 6.3 5.5 5.4 6.0 –1.7 –22 6.2 4.8 3.7 3.4 3.6 –2.5 –41 

White, 
non-Hispanic 5.2 4.2 3.4 3.2 3.5 –1.8 –34 5.6 4.7 4.3 4.2 4.6 –1.0 –18 5.0 3.9 2.9 2.6 2.8 –2.2 –43 

Black, 
non-Hispanic 10.2 7.8 6.4 5.6 6.1 –4.1 –40 10.5 8.3 7.4 6.8 7.6 –2.9 –28 10.0 7.4 5.7 4.7 4.9 –5.1 –51 

Hispanic 
citizen 11.0 9.0 6.8 6.4 7.2 –3.8 –35 12.8 11.3 8.9 8.6 10.1 –2.7 –21 10.3 8.1 5.7 5.2 5.7 –4.6 –45 

Hispanic 
noncitizen 38.3 32.3 29.1 26.6 28.8 –9.5 –25 43.2 38.0 34.0 30.7 34.7 –8.5 –20 36.4 30.1 25.8 24.1 25.1 –11.3 –31 

Note: FPL = federal poverty level.
 
Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.
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Appendix 2. 2013 and 2016 Uninsured Rates in the Two Largest States That Expanded Medicaid and the 
Two Largest States That Did Not 

New York 

2013, % 2016, % Change, % 

California 

2013, % 2016, % Change, % 

Texas 

2013, % 2016, % Change, % 

Florida 

2013, % 2016, % Change, % 

All nonelderly adults 

White, 
non-Hispanic 

9.9 5.1 –4.8 14.2 5.3 –8.8 17.5 13.0 –4.5 21.6 14.1 –7.4 

Black, 
non-Hispanic 

16.7 9.4 –7.3 21.0 8.0 –13.0 26.7 19.0 –7.7 32.7 19.5 –13.2 

Hispanic 
citizen 

17.4 7.1 –10.3 26.8 9.7 –17.0 35.5 26.3 –9.2 31.6 18.3 –13.3 

Hispanic 
noncitizen 

54.0 40.3 –13.7 58.0 34.4 –23.7 70.8 60.4 –10.4 67.8 47.2 –20.6 

<139% FPL 

White, 
non-Hispanic 

20.0 9.5 –10.5 29.4 10.7 –18.7 40.8 33.2 –7.6 40.8 28.9 –11.8 

Black, 
non-Hispanic 

20.6 11.8 –8.8 29.7 11.8 –17.9 42.3 33.3 –9.0 44.2 30.0 –14.2 

Hispanic 
citizen 

20.9 7.5 –13.4 38.3 13.4 –25.0 55.8 45.4 –10.5 46.9 28.3 –18.6 

Hispanic 
noncitizen 

56.5 42.6 –13.9 63.8 40.7 –23.2 79.1 73.1 –6.0 77.8 58.8 –18.9 

139%–399% FPL 

White, 
non-Hispanic 

14.6 7.9 –6.7 20.6 8.4 –12.2 23.3 17.6 –5.7 25.4 17.3 –8.2 

Black, 
non-Hispanic 

19.1 10.7 –8.4 23.4 8.7 –14.7 25.8 18.2 –7.7 31.3 18.0 –13.3 

Hispanic 
citizen 

20.8 9.3 –11.5 29.6 11.2 –18.4 35.5 26.7 –8.8 34.7 20.6 –14.1 

Hispanic 
noncitizen 

56.8 41.6 –15.2 55.9 32.8 –23.1 67.3 55.1 –12.2 65.4 44.5 –20.8 

400%+ FPL 

White, 
non-Hispanic 

4.4 2.5 –1.9 6.1 2.5 –3.6 6.9 5.2 –1.7 8.7 5.7 –3.1 

Black, 
non-Hispanic 

10.0 6.0 –4.0 9.6 4.3 –5.3 11.1 8.4 –2.7 14.7 8.3 –6.4 

Hispanic 
citizen 

8.8 4.1 –4.7 10.9 4.9 –6.0 14.0 10.1 –3.9 11.9 7.1 –4.9 

Hispanic 
noncitizen 

34.4 30.5 –4.0 35.0 19.5 –15.5 44.7 34.8 –9.9 40.5 22.2 –18.3 

Note: FPL = federal poverty level. 
 
Data: Authors’ analysis of U.S. Census Bureau’s American Community Survey, 2013–2017.
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President  Trump’s  June 2 6, 2019  Executive O rder on Improving P rice a nd Quality Transpare ncy i n 
American  Healthcare to  Put  Patients  First  has reignited debate about  the acce ssibility, usability, and 
effectiveness  of  health  care  quality  data in the  U.S.  The orde r  makes  clear  that  it’s  critical  to  pair  price  
transparency w ith usable qual ity i nformation: “To make f ully i nformed decisions about their health  care, 
patients must know the pri  ce and  quality of   a good  or service i n advance.”  This is perfectly re asonable  
logic and makes sense f or almost everything we buy,  from  cell  phones to avocado toast.   

However,  in  health  care, neither price  nor  quality i s easy f or consumers to assess  or act upon.  Much has 
been written about the  challenges  of  providing actionable  pricing i nformation  in health  care. This article  
will  focus  on  the  state  of  quality  measurement  in  the  U.S., and why our  quality m easurement system  
isn’t getting us to a demonstrably better value proposition.  

There is notable dissatisfaction with the current quality measurement system, including the large 
number of metrics in use; the unintended consequences of reliance on reported measures and incentive 
programs; excessive reliance on process measures over outcomes measures; disagreement over how to 
effectively measure outcomes; information that’s confusingly reported in a multitude of formats; and 
high collection and reporting costs. A portion of these challenges can be attributed to lack of a 
universally agreed upon definition of what quality means in health care and dozens of stakeholder 
organizations that have at least partial focus on quality measurement or improvement, leading to 
consumer confusion, overlapping efforts, and sometimes conflicting results. 

In short, we’re not getting what we want out of measuring health care quality because we don’t know 
what we want out of measuring health care quality. 

Why do we measure the quality of health care? Is it for determining payment? Improving health 
outcomes? Transparency? Consumer decision-making? How about health and safety regulation, 
professional certification and facility accreditation, prevention, health promotion, population health 
management, benchmarking, to improve value? Right now, the answer is all the above. The multitude of 
goals hampers the ability to improve health care quality, as providers struggle to simply keep up with 
the multitude of measure sets, overlapping and sometimes conflicting reporting requirements, and lack 
of a holistic overarching measurement purpose. Without an overarching goal, how would providers 
know what success looks like? They may need to reach certain thresholds at the micro level, such as 
providing smoking cessation counseling to patients, but when that is just one of dozens or hundreds 
such thresholds, it fails to serve a broader purpose in the holistic care of an individual. It’s just a number 
that must be reached, and measures often don’t relate to each other at the macro level. 

Given  the fragmentation  of  measure sets, proliferation of measurement  organizations,  and the  sizable  
administrative burde n it creates, it isn’t surprising if  health  care  providers focus myopically on  collecting  
and reporting measures and meeting minimum thre sholds for their own sake, not in concert with some  
greater purpose.  This is a huge di ssatisfier for clinicians,  a frustration for health  care adm inistrators, and 
a source of   confusion for consumers trying to wade through  a dizzying array of  measures  reported  in  
varying formats. Further, there i s no single org anization empowered to  centralize and  rationalize the   
measurement  system.  Without  an  industry-accepted central  source of   quality l eadership, there i s little  
incentive  or ability to rationalize the m  easurement system, as each payer, state he alth department, 
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accreditation organization and consumer report provider creates their own methodologies and 
reporting requirements. In fact, the lack of an agreed-upon central arbiter of national health quality 
goals perversely incentivizes the proliferation of measure sets as quality measurement organizations 
seek to differentiate their products and services from others through unique methodologies and 
measure sets. 

The good news: there is broad acceptance of the idea that quality of health care can and should be 
measured; there are some efforts to standardize and rationalize the number of quality measurements in 
current use; and there are some interesting proposals out there that would significantly overhaul and 
simplify the quality measurement system in the U.S. 

Below we discuss six structural issues in the current system of measuring health care quality in the U.S., 
followed by some recommendations to address these issues. While we focused only on macro level 
structural issues, there are also intense debates at the micro level, such as the most accurate way to 
risk-adjust an outcome measure, whether the scientific evidence supports the use of a specific measure 
or a threshold, or the best way to construct a composite measure. These micro-level disagreements add 
further complexity to the challenge of overhauling our quality measurement system. However, we 
believe that many of them would be resolved or become moot if we tackle the broader structural 
challenges first. 

Structural Challenge #1: Too Many Cooks in the Kitchen 

The sheer number of organizations involved in health care quality measurement is a sizable challenge 
for providers, payors, consumers, and policy makers. There are numerous organizations involved in 
developing standards for measurement, vetting proposed standards, applying the standards, utilizing 
and interpreting quality data, advocating for improved quality, and reporting quality to providers, 
consumers, payers, and others. A brief and non-comprehensive overview of the quality measurement 
landscape highlighted over 40 organizations with varying objectives, NOT including dozens more 
stakeholder organizations sponsored by state or local level organizations, such as California’s Hospital 
Quality Institute, private payers, or institutes housed at academic institutions, such as Johns Hopkins’ 
Armstrong Institute for Patient Safety and Quality. State- and payor-specific quality data collection and 
measurement add additional layers of complexity for providers, payors, policy makers, and consumers, 
and make it harder to draw conclusions based on comparable information. 

There are numerous organizations which develop quality metrics (“measure developers”), others that 
endorse measures developed elsewhere (“endorsers”), and still other organizations that implement the 
measures (“adopters”), i.e. for payment policies or report cards. And of course, there is overlap between 
measure developers, endorsers, and adopters. 

Examples of the diversity of organizations with an interest in health care quality include: 

•	 Government agencies such as the Centers for Medicare and Medicaid Services (CMS), 
the Centers for Disease Control (CDC), Agency for Healthcare Research & Quality (AHRQ) 
and the Department of Veteran Affairs (VA); 
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•	 Non-profit industry-sponsored groups such as the Leapfrog Group, Bridges to 
Excellence, and the Midwest Business Group on Health; 

•	 For-profit providers of ranking systems such as U.S. News & World Report and 
HealthGrades; 

•	 Accreditation bodies such as the National Committee for Quality Assurance (NCQA) and 
The Joint Commission; 

•	 Scientific and research organizations such as RAND Health Care, National Institutes of 
Health (NIH) and Institute for Healthcare Improvement; 

•	 Organizations sponsored by medical societies or classes of providers such as Pharmacy 
Quality Alliance, Ambulatory Care Quality Alliance, and Physician Consortium for 
Performance Improvement; 

•	 Organizations attempting to promote value in the system by connecting quality and cost 
for consumers, payers and others such as Catalyst for Payment Reform and Castlight 
Health; 

•	 Agencies that address certain populations, such as the VA (veterans), Health Resources 
and Services Administration (geographically isolated, economically/medically 
vulnerable), and Indian Health Service (IHS); 

•	 Niche players that monitor and track one component of larger quality measurement 
systems, such as the Office of the National Coordinator of Health Information 
Technology (meaningful use measures for adoption and use of EHRs), and the 
Occupational Safety and Health Administration (safe and healthful working conditions); 
and 

•	 Global organizations such as Organization for Economic Cooperation and Development 
(OECD), The Commonwealth Fund, World Health Organization (WHO), and International 
Consortium for Health Outcomes Measurement. 

Many  of  these  organizations  share  similar  missions,  overlapping  goals,  and  serve  multiple  stakeholders,  
which  adds complexity f or consumers and others looking f or definitive source s of  information.  A  
consumer searching for a “good”  hospital  has a dizzying array of  places to look, all  using different criteria 
to determine w hat is a “safe” or “high quality” facility.  An  academic study  of  four  rating systems  - 
Consumer Reports, Leapfrog Group, HealthGrades, and U.S.  News  &  World  Report  - found that, of 844 
hospitals rated as a high performer by one rati  ng sy stem, only 1 0% w ere rate d as a high performer by  
any other rating system, and none  were  rated  as  high  performers  by  all  four  systems.  

Many health care quality organizations have similar sounding missions. Based on a review of the various 
organizations’ missions and product offerings there appears to be quite a lot of overlap. For example: 

•	 AHRQ’s mission includes “to produce evidence to make health care safer, higher quality, more 
accessible, equitable, and affordable.” 

•	 Institute for Health Improvement: “Improve health and health care worldwide.” 
•	 The Leapfrog Group: “Trigger giant leaps forward in the safety, quality and affordability of U.S. 

health care by using transparency to support informed health care decisions and promote high-
value care.” 

•	 National Quality Forum: “Catalyze improvements in health care… enhance health care value, 
make patient care safer, and achieve better outcomes.” 
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•	 National Academy of Medicine: “Improve health for all by advancing science, accelerating 
health equity, and providing independent, authoritative, and trusted advice nationally and 
globally.” 

•	 Catalyst for Payment Reform: “Help employers and other health care purchasers get better 
value for their health care dollar.” 

•	 International Consortium for Health Outcomes: “To unlock the potential of value-based health 
care by defining global Standard Sets of outcome measures that matter most to patients and 
driving adoption and reporting of these measures worldwide to create better value for all 
stakeholders.” 

•	 Premier, Inc.: “To improve the health of communities…reinventing the next generation of health 
care, using every tool in our arsenal to lower costs and improve outcomes.” 

•	 The Commonwealth Fund: “Promote a high-performing health care system that achieves better 
access, improved quality, and greater efficiency, particularly for society’s most vulnerable, 
including low-income people, the uninsured, and people of color.” 

Even the organizations’ names can be overlapping. For example, there’s the National Academy of 
Medicine and the National Institutes of Health (both government agencies), and the Institute for Health 
Improvement, which may sound like a government agency, but it’s not. 

Many of these organizations attempt to serve multiple purposes. For example, CMS uses quality data to 
run over 20 pay-for-performance and pay-for-reporting programs, as well as to generate a consumer-
oriented star-based rating system. 

There are so   many org anizations involved with collecting, tracking, scoring, and reporting  health care  
quality  data that one organi zation  sprang up  just to keep track of  it  all. According to  
AboutHealthTransparency.org, their goal  is  to,  “track ne ws and health  care re port cards on quality, 
pricing and  consumer satisfaction.”  

Happily, there are a few examples of rationalization among these organizations. For example, the 
Hospital Quality Alliance, a multi-stakeholder alliance concerned with hospital quality of care founded in 
2002, wound down in 2015, effectively transferring its responsibilities to the National Quality Forum 
(NQF). The National Patient Safety Foundation merged with IHI in 2017. Still, the sheer number of 
measures out there, the similarity of many measures, and the multitude of purposes for which they are 
collected, aggregated, disseminated, and used has caused significant frustration in the provider 
community and confusion among consumers. 

Structural Challenge #2: We Try to Measure Too Much 

The m any stak eholder organizations result  in a huge proliferation of quality measures. There are so   
many  metrics  in  use  by  so  many  different  parties  that  it’s  hard  to  even  say  how many  metrics  there  are.  
Even CMS, which is highly tra nsparent, has so many prog rams and so many cate gories of  measures, 
some of  which are use d by m ultiple prog rams, that it’s hard to even say how m  any m easures CMS uses.  
A look at  CMS’  Measure  Inventory Tool   at first appears to reveal  2,270 measures.  If  you sort by “Current 
Status”, there a re 2 ,269 re sults, including m any w ith status markers that are c onfusingly si milar.  For 
example,  there are 40 measures  marked  as  “rescinded,” 33 that are “discontinued,” while another 571  
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are “removed.” Similarly, there are 309 measures “finalized” and 520 “implemented.” So, the simple 
question, “How many quality measures does CMS use?” doesn’t seem to have a simple answer. The 
complexity of this question is replicated across dozens of other organizations that develop, approve, or 
implement quality measures. Most literature discussing the number of quality measures in use simply 
say the number is “in the thousands” but stop short of a more refined estimate. 

Federal  agencies, states, payers, employers, and providers have the ir own approaches, often focusing on 
different measures, or the sam e thi ngs measured differently.  An analysis of  48 state and  regional  
measure  sets  found an incredible 1,367 measures in use, and a sizable am ount of  customization of  
measure  sets  - only 20 percent of  all  measures were use d by more than  one program .  

Even within a single age ncy and disease state   there can   be a  sizable  number  of  measurements. The H HS 
Measure  Policy  Council  initially found that  across six HHS  measurement programs, 61 different 
measures  were  in  use  for  smoking  cessation,  113  for  HIV,  19  for  obesity,  and  68  for  perinatal  health.  

The proliferation of programs and reporting requirements seems to have diminished their effectiveness. 
The fragmentation of measures and use of non-standard or modified measures make it hard to compare 
performance across payers, populations, and geographies, and results in wasteful redundancies and 
high costs of collection. Further, most measures are too narrow to inform us about the overall health of 
an individual or population, and they don’t capture the richness and complexity of interactions between 
patients and their physicians, such as in primary care. Individual performance measures also raise 
questions about the relative importance of one measure versus another. There is an implicit assumption 
that all measures are equally important, which is unlikely to be the case. Collecting data on thousands of 
disconnected measures that are overlapping, not standardized, and lack connection to a national health 
strategy is inefficient at best and more likely counterproductive. 

Structural Challenge # 3: We Don’t Agree on What Quality is 

There are a variety of views on how quality should be defined, and what a “high performing” system 
would look like. We found at least 6 working definitions of “quality” in use at various organizations and 
in published research. 

1. CMS: Quality measures are tools that help us measure or quantify health care processes, 
outcomes, patient perceptions, and organizational structure and/or systems that are associated 
with the ability to provide high-quality health care and/or that relate to one or more quality 
goals for health care. These goals include: effective, safe, efficient, patient-centered, equitable, 
and timely care. 

2. Institute of Medicine: The degree to which health services for individuals and populations 
increase the likelihood of desired health outcomes and are consistent with current professional 
knowledge. 

3. National Committee on Quality Assurance: Health care quality means getting the right care, in 
the right amount, at the right time. 

4. World Health Organization: The extent to which health care services provided to individuals and 
patient populations improve desired health outcomes. In order to achieve this, health care must 
be safe, effective, timely, efficient, equitable and people-centered. 
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5. Organization for Economic Cooperation and Development (OECD): Quality in health care means 
that care provided is: Effective. achieving desirable outcomes, given the correct provision of 
evidence-based health care services to all who could benefit, but not to those who would not 
benefit; Safe. reducing harm caused in the delivery of health care processes; and Patient-
centred. placing the patient/user at the center of its delivery of  health  care.   

6. Millbank: Providing patients with appropriate services in a technically competent manner, with 
good communication, shared decision making, and cultural sensitivity. 

These differences hamper the ability to agree on a common set of goals, which is a prerequisite to a 
functional measurement system. Which brings us to structural challenge #4. 

Structural Challenge #4 – We Don’t Agree on the Why 

There are many good reasons to measure health care quality, and each considered alone may have a lot 
of merit. Improving health outcomes, increasing transparency, adherence to health and safety 
regulations, professional certification and facility accreditation, calculating pay-for-performance 
incentives, prevention, population health management, consumer decision-making, benchmarking, 
improving value – these are all laudable and defensible goals. But in aggregate it is unwieldy, expensive, 
fragmented, and ineffective. Measuring quality for the purpose of improving patient safety in cardiac 
surgery procedures requires very different focus than measuring whether a patient feels that their 
doctor listens to and respects their lifestyle choices, or whether the health care system is contributing to 
an individual’s quality of life. 

Our insistence on retaining all of these goals, and our resistance to yield authority to a central arbiter of 
measurement purpose hampers our ability to focus on what kind of quality measurement system we 
should have and how to improve the current system. 

The B ipartisan Policy Ce nter discusses this challenge i n their 2015 re port Transitioning f rom  Volume to  
Value: Consolidation and Alignment of  Quality Measures:  

Failure to reach consensus is a disagreement on the purpose of the measures (i.e., 
improved patient safety, or other care outcomes; reimbursement; or making 
information available to businesses, plans, and consumers) and whether the 
measurement actually achieves its purpose (i.e., prevention of hospital-acquired 
conditions or improved patient satisfaction). 

The President’s Executive Order of June 26, 2019 recognizes the need for an overarching quality 
measurement strategy, more centralized planning, and rationalizing the measurement system: 

Within 180 days of the date of this order, the Secretaries of Health and Human Services, 
Defense, and Veterans Affairs shall develop a Health Quality Roadmap (Roadmap) that 
aims to align and improve reporting on data and quality measures across Medicare, 
Medicaid, the Children’s Health Insurance Program, the Health Insurance Marketplace, 
the Military Health System, and the Veterans Affairs Health System. The Roadmap shall 
include a strategy for establishing, adopting, and publishing common quality 
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measurements; aligning inpatient and outpatient measures; and eliminating low-value 
or counterproductive measures. 

Structural Challenge #5 – It’s Not Clear That We Measure Stuff That Matters 

Industry experts and  consumers agree that  quality can and should be m easured, that it has altered the  
culture of   health  care de livery for the be tter and improved outcomes in  certain clinical  areas. However,  
there i s widespread dissatisfaction with what we m easure, what we don’t,  and who the m easurement 
should apply  to.  Aside from  general  support  for  the idea  of  measuring quality, we f ound nobody 
supporting  how  we  measure  quality. A sample of  views  from  around  the industry  reveal  opinions  that  
measures  are  too  narrow,  lack  connection  to  a  holistic  view of  health,  don’t  reflect  relative  importance,  
fail to measure certain things entirely, focus too much on process rather than outcomes, and sometimes 
apply to providers at the w rong level  of  organization.  Some e xamples:  

Measuring complex clinical decisions, multiple conditions, and primary care 

“The curre nt set of  quality m easures cannot evaluate v arious complex clinical  decisions and processes.  
For example, physicians’ ability to  manage pa tients with multiple c hronic c onditions or technical  skills 
such as accuracy of  radiologists' reading of  imaging studi es”  Congressional  Budget Office, Issues and 
Challenges in Measuring and Improving the Q uality of  Health Care  

“Current measurement systems have poor  applicability to  complex chronic diseases whose tre atment 
involves multiple practi tioners and is heavily influenced by factors beyond the control   of  practitioners.  
Yet  chronic illness now af fects 45 percent of  the U .S.  population.” Vital  Signs: Core M etrics for Health 
and Health Care P rogress  

“Primary care…depends on meeting a  wide v ariety of   patient needs.  More than  one-third of health 
problems initially e ncountered at a primary care ce  nter do not lend themselves  to  a  diagnosis,  and  
about one-half  are unl ikely to  result in a definitive di agnosis that would trigger a standard care pathw ay. 
Input variables for primary care processes and health outcomes are often beyond the control of the  
physician and patient, such as socioeconomic factors and poverty.”  Annals  of  Family  Medicine,  The 
Challenges of  Measuring, Improving, and Reporting Quality in Primary Care   

What we don’t measure 

“We don't currently measure any of the following: 

•	 Diagnosis errors (which are alarmingly common and outnumber surgical errors as the leading 
cause of outpatient malpractice claims and settlements); 

•	 The appropriateness of diagnostic and therapeutic interventions; 
•	 Providers’ ability to skillfully manage complex patients with varying combinations of multiple 

clinical and psychosocial problems.” 

RWJ Foundation and Urban Institute: Achieving the Potential of Health Care Performance Measures 

“Gaps in current measurement efforts: 

•	 Patient engagement—few capabilities to assess patient-centered care and patient engagement; 
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•	 Care quality—limited scope of quality measurement for certain areas, such as special
populations (e.g., children/adolescents, patients with multiple chronic conditions;

•	 Value—limited capacity to assess value, affordability, waste, and overuse; 
•	 Healthy people—small number of measures that assess population health and well-being 

outside of the health care system.” 

Vital Signs: Core Metrics for Health and Health Care Progress 

Lack of relative value 

“The current system doesn’t adequately take into account the relative value of measuring certain things. 
It treats all measurements as equally valid. Examples: 

•	 Clinical interventions to decrease smoking have a far greater impact on health than glycemic 
control for type 2 diabetes, yet current approaches obscure these relative contributions. 

•	 Dental care, effective treatment of alcohol and opiate addiction—highly meaningful to patients 
and strongly contributory to health (in terms of disability-adjusted life years)—are currently not 
quality measures.” 

Care That Matters: Quality Measurement and Health Care 

Micro focus 

 “There has  been much research about and dissemination of  high performance as  it applies to narrow  
clinical  areas, such as a high-performing hospi tal  for cardiac surgery or  a high performing he alth system  
delivering pre ventive se rvices, but not as it relates to the he alth  care syste m m ore broadl y.”  The Joi nt 
Commission Journal  on Quality and Patient Safety, What Defines a High-Performing Health  Care Delivery 
System: A sy stematic R eview  

“The qual ity m etrics in use are pri  marily  ‘micro’  in their orientation and are f requently m ore f ocused on 
complications or errors associated with an event such as an episode of   illness or a treatment.  In 
contrast, a more f ully outcomes-focused assessment would include whether a selected treatment was 
the m ost appropriate i ntervention,  given  the patient’s  condition;  whether  a  diagnosis  was  clinically 
accurate; or whether a treatment actually improved the pati ent’s health, particularly in ways that are  
important to the patient.” The JA MA Forum : The N eed to Simplify M easuring Q uality i n Health Care   

Provider level of measurement 

“Improved  health  is  often  the  result  of  actions  by  multiple  parties  at  multiple  levels,  not  individual  
providers.” Care That  Matters: Quality Measurement and Health Care  

“The attribution of a particular care process or outcome to a particular clinician is often difficult, if not 
impossible, to make. For  example,  several  specialists,  hospitalists,  nurses,  technicians,  and  others  will  
typically care for   a patient with a heart attack…For some a spects of care, such as diagnosis errors and 
patient experience, measuring at  the i ndividual  physician level  might be considered.” RWJ  Foundation  
and Urban Institute: Achieving the P otential  of  Health Care P erformance M easures  

Structural  Challenge #6  –  It’s Too H ard  to U se Quality  Data  
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There i s support among consum ers and health policy e xperts that public reporting re quirements 
improve health care quality. Overwhelming majorities  say  requiring doctors  to report the e ffectiveness 
of  their treatments and patient satisfaction with care w ould improve qual ity of  care.   

However,  there appe ars to be a  notable g ap in the abi lity of   consumers to digest and use qual ity  
information effectively. Health  care  quality i nformation is available to  consumers in a wide v ariety of   
displays.  For example, there a re 5 -star rating sy stems, 0-100 systems,  letter grades  A-F, there a re sc ores 
for entire hospitals, for service lines within the hospital, for individual providers and for clinical  
procedures.  Each system  of  measurement uses different ways to calculate, weight, and synthesize the   
data, often with controversial  results. Sometimes the scoring systems are transparent, while others use  
proprietary m ethods.  

Health  care f uturists have pre dicted a consumer revolution in health  care f or years, where e mpowered 
consumers, armed with great data on health  care qual ity, will  vote w ith their feet to the highest  
performing prov iders, resulting i n higher quality and  better value f or all.  That day m ay com e, and 
perhaps on the m argins some consum ers are al ready l eading the w  ay tow ards the e nvisioned 
revolution, but mostly, consumers seem  to be  unaware about  the av ailability of   quality data,  confused 
by i t, or unsure how to   use i t.   For example, a study published by the Robe rt Wood Johnson Foundation 
and the U rban Institute  found that  

There is mixed evidence about how well public reporting informs consumer choice. 
Public reports seem to have negligible impacts on the selection of providers by patients 
and families or their representatives, primarily because patients are often not aware 
that the quality information is available, the information provided in public reports is 
not what they need or value, the information is outdated, the information is not always 
available when they need it to make a decision, or the information is not presented in 
an easily understandable way. 

It isn’t even clear that health  care consum ers  use the same concept  of  quality as  most  quality 
measurement  organizations.  Finding Q uality D octors: How  Americans Evaluate P rovider Quality i n the  
United  States  noted that “When  it  comes  to  defining  provider  quality,  most  Americans  tend  to  focus  on  
certain aspects of  quality relating to doctor-patient interactions and doctors’ personality trai ts, rather 
than the e ffectiveness of the care prov  ided or the pati ent’s  own  health  outcomes.”  

The challenges of interpreting and using quality data are not limited to consumers. For payers, 
conflicting ratings make it difficult for them to recognize and reward hospitals for high quality. For 
hospital leadership, differences across rating systems complicate decisions regarding the focus of their 
improvement efforts. 

Unintended Consequences 

With  all  of  the  structural  challenges  in  our  quality  measurement  system,  it  is  not  surprising  that  there  
are a  sizable num ber of unintended consequences. For example, the system may incentivize providers to  
prioritize  easier  care for  healthier  people  in order to generate better scores, over  test, overmedicate, or 
behave  in ways that are not in the best interest of patients in order to meet a measurement standard. 
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For example, measurement  of  pain  management  can  lead  to  over-prescription of  pain killers, while  
penalizing hospi tals for patient falls  may  lead  some  hospitals  to encourage patients  to  stay in  bed, which 
can reduce ove rall  mobility and lead to blood clots, pressure ul cers, and other adverse outcom es.  

Other  unintended  consequences  include the potential  to  focus  myopically on  the numeric  threshold  
enshrined  in  the measure in  order  to  be scored  favorably,  while de-emphasizing more impactful  cases  
that aren’t considered ‘success’  under the m easure.  For example,  if a  systolic blood pressure thre shold is 
140,  helping a  patient  go  from  141 to  139 is  counted  as  "success",  whereas  going from  180 to  155 is  a  lot  
more  impactful,  but  isn't  considered  “success.”  

The curre nt measurement system  can also result in providers focusing  attention on measured aspects of  
care  to the de triment of aspects that are not  measured, or to follow pe rformance m easures  that are  
incentivized  over potentially more m eaningful  measures that are not.    

There are even some concerns about quality measurement causing providers to game the system, such 
as attempting to improve rankings by avoiding sicker patients or misreporting data, although we found 
no hard evidence of such practices. 

Other  unintended  consequences include the   time and  intensity of  updating m easure se ts, which can 
result in using outdated or even harmful  interventions, and may not adequately take i nto account the 
benefit that individual  patients may achi eve.  

A Way Forward? 

Given the well-documented dissatisfaction with the current quality measurement system, it wasn’t 
surprising to find no shortage of opinions about how to fix the system, including several proposals for 
comprehensive overhauls. The proposals vary significantly in level of detail from bare bones lists of 
“guiding principles” to highly developed and well-thought out proposals that include suggested 
measures and rationales for inclusion. 

There are several common themes among proposed alternative frameworks. These include: recognition 
of the cost of collecting and tracking a quality measure compared with the clinical benefits of the 
measure; metrics should be meaningful to patients (although not necessarily through measuring patient 
satisfaction); use of continuous risk scales rather than binary (cut point) thresholds of risk; measurement 
at the organization level or across a continuum of care instead of at the individual provider or facility 
level;  focus on outcomes instead of process; ability to exclude patients from measurement for various 
reasons such as multi-morbidities or patient preference choices; and designating a single organization or 
agency to be the central arbiter of measure sets (although proposals differ about which organization is 
best positioned to do that. NPSTF, CMS, and NQF were all mentioned as the potential central 
coordinator). 

In our view, the most comprehensive proposal for an alternative quality measurement system is from  
the  Institute of Medicine in its book  "Vital  Signs". This publication is the result of the work of a  
“Committee on Core Metrics for Better  Health  at  Lower  Cost.” The committee included about two  dozen 
influencers from academia, state departments of health, industry, foundations, health plans, and others. 
Like others, they believe that one organization should take the lead in centralizing the  efforts  to  
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streamline, assess, and implement measures: “The secretary of HHS is the appropriate person to assume 
leadership of this effort, starting with the programs administered by HHS such as ACOs and Value Based 
Purchasing.” 

Unlike many other measurement efforts, the Committee’s work on developing core measures did not 
start with the procedures, health care tasks, or conditions that are most commonly measured. Rather, 
the Committee’s approach identified ways in which a core measure set might help channel and 
transform the effectiveness of the many otherwise siloed efforts aimed at engaging the various 
potentially controllable determinants of health: 

A  measure  set  that  offers  a  reliable  reflection  of  the  status  of  health  and  health  care  at  
the nati onal,  state, local, and institutional  levels will  draw sustai ned attention to what is 
truly i mportant, focus on results rather than processes, reduce the num  ber of 
measurements  required  for  reporting  purposes,  increase  flexibility  and  capacity  for  
innovation at  the l ocal  and institutional  levels, and enhance the e  ffectiveness and 
efficiency of  system  performance.  In  short,  a  core measure set  is  a  tool  that  can  be used  
to accelerate prog ress toward better health at lower cost.  

They define a core measure set as, "A parsimonious set of measures that provide a quantitative 
indication of current status on the most important elements in a given field, and that can be used as a 
standardized and accurate tool for informing, comparing, focusing, monitoring, and reporting change." A 
core measure set, therefore, is not intended to replace the full range of measures in use today but is 
intended to help improve the focus of measures to reduce reporting burden while improving impacts. 

The Committee’s starting point in identifying the foci for core measures was assessment of the key 
domains of influence—that is, those with the greatest potential to have a positive effect on the health 
and well-being of the population and each individual within it, now and in the years to come. The four 
domains identified in the Committee’s charge follow. The identification of core measures involved an 
assessment of the most important elements for each of the four domains: 

- Healthy people (length  of  life,  quality of  life,  healthy behaviors,  and  healthy social  
circumstances);  

- Care qual ity (prevention, access to care, safe care , appropriate tre atment, and person-centered 
care);  

- Care costs  (affordability and sustainability);  
- Engaged people ( people's  individual  and  collective engagement  in  health  and  health  care -

individual engagement and community engagement).   

They used criteria for identification of the core measure set as a whole and criteria for identification of 
the individual measures (Vital Signs, pp 107-112). For the measure set as a whole, measures should have 
the following characteristics: systemic reach, outcomes oriented, person meaningful, parsimonious, 
representative, and utility at multiple levels. For the measures themselves, each measure should have: 
importance to health, strength of linkage to progress, understandability of the measure, technical 
integrity, potential for broader system impact, and utility at multiple levels. 

Using these principles, the committee identified a core measure set with just 15 measures. 
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Source: “Vital  Signs”: https://www.nap.edu/catalog/19402/vital-signs-core-metrics-for-health-and-
health-care-progress. Click on “Download free .pdf”  

The Committee also identified 39 supplemental measures: 

The Committee recognizes that, while ripple or multiplier effects are anticipated as a 
result of their use, the 15 core measure foci identified will not be sufficient to meet all 
of the interests of a given organization. To begin to accommodate this challenge, the 
Committee also identified 39 “related priority measures” for consideration, presented 
in Table S-2. These measures, together with the core measures, give a more detailed 
view of the state of the health system are sufficiently granular and specific to be 
actionable by stakeholders as needed for their particular circumstances, and serve as 
example components of composite measures to be developed. (See Table S-2 in Vital 
Signs of the 39 measures). 

We like this proposal because it was created by a broad-based committee of experts, has strong basis in 
research, provides clear explanation of the challenges the proposal aims to correct, clearly articulates 
the methodology used to develop the proposal, and goes a step further than most in proposing the 
actual measure set that would replace much of what is in use today. The proposed measure set is 
simple, highly meaningful for individuals and populations, and provides the basis for more detailed 
measure sets for specific diseases or conditions. But whether the industry coalesces around “Vital Signs” 
or something else, is not the point. We are certain that scientists, clinicians, politicians, payors, and 
consumer advocates could find holes to poke in the proposal, but before they do that, we hope they will 
ask themselves if they prefer the current system to this, and whether there are better alternatives out 
there that are as well developed. To get to a better and simpler measurement system, everybody will 
have to compromise, give up a degree of control, and focus on the greater good. It’s the right thing to 
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do for American health care consumers, who have waited too long for the information they need, “to
make fully informed decisions about their health care,” as the President’s executive order demands.
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While Congress and many Americans are taking an August break, lawsuits about the Affordable Care 

Act (ACA) grind on in the federal courts. In this post, we review the current status of the major cases, 

including those challenging the validity of the ACA and related regulations and those challenging 

Trump administration initiatives that undermine the ACA. 

Challenges to the ACA and Its Regulations 
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Texas v. United States is the most important lawsuit currently before the courts. In it, Texas and 17 

other states, joined by two individuals, claim that the ACA's individual mandate is unconstitutional 

because the Supreme Court had upheld the mandate as a tax only in 2012. Then because the 2017 

tax reform law zeroed out the amount of the tax, the ACA must be invalidated because the entire 

law depends on the mandate. The Trump administration agrees with the plaintiffs and is not 

defending the law. 

California and 20 other states, along with the U.S. House of Representatives, have intervened to 

defend it. They argue that the plaintiffs cannot challenge the law in federal court because they are 

not injured by the now-toothless mandate. They also assert that the mandate remains constitutional 

and that the rest of the ACA should stand even if the courts invalidate the mandate. 

Judge Reed O'Connor, a Texas federal judge, ruled for the P-laintiffs. declaring the entire ACA to be 

invalid. California appealed to the Fifth Circuit Court of Appeals and oral arguments were held in July. 

Two of the three appellate court judges seemed inclined to acceP-t some or all of Texas's arguments. 

A decision is expected soon. If the Fifth Circuit upholds Judge O'Connor's decision, the case will 

almost certainly be sent to the Supreme Court. 

In another lawsuit brought by Texas, six other Republican-led states, and three religious entities, 

Judge O'Connor entered a nationwide injunction blocking provisions of an Obama-era regulation that 

prohibits discrimination based on gender identity and termination of pregnancy. The regulation 

implements section 1557 of the ACA, which prohibits discrimination on various grounds, including 

sex, in federally funded health programs or activities. Judge O'Connor accepted the plaintiffs' claims 

that the regulation misinterprets the law's prohibition of sex discrimination and violates their rights 

under the Religious Freedom Restoration Act. The Trump administration declined to defend the 

regulation and recently promulgated P-roP-OSed regulations that would, among many other changes, 

eliminate the challenged provisions. These regulations are likely to be challenged once finalized. In 

the interim, several other courts have held that section 1557 itself prohibits discrimination against 

transgender individuals. 

Challenges to Trump Administration Regulations 
Several cases are challenging Trump administration rules expanding access to coverage that is not 

subject to ACA requirements. For instance, the administration's asseelatJen flealtn ~Ian rule allows 

associations to cover both small groups and "working owners" (defined as individual sole proprietors 

without any employees). The associations are only required to comply with the ACA large-group 

market rules, which impose far fewer consumer protections than the small-group and individual

market rules. 

New York and 11 other states sued over this rule, claiming it violates the ACA and the Employee 

Retirement Income Security Act of 1974 (ERISA), which governs employer-sponsored health plans. 

Judge John Bates flela 'Efla·t tne rule yJela·teg ERISA and the ACA because it extends association 

coverage to working owners and allows associations based only on geographic proximity, which may 

be formed for the sole purpose of offering health coverage. The federal government appealed to the 

D.C. Circuit Court of Appeals. Briefs have been filed by both sides; the case is awaiting oral argument. 
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The Association for Community Affiliated Plans (an association of community insurers) and several 

patient advocacy organizations filed a lawsuit challenging the Trump administration's short-term 

llmltea Gllrntlen fn;jllrnnee (STLDI) rule. STLDI is typically used as insurance for filling short gaps 

when people lack comprehensive coverage and is not subject to federal health insurance 

protections. The Obama administration had limited STLDI plans to three months, but the Trump 

administration rule permits STLDI to last for any time period less than a year and to be renewed for 

up to three years. The plaintiffs argued that the new rule's definition of STLDI is contrary to the text 

and structure of the ACA's market reforms, and that the rule's definitions of "short-term" and 

"limited duration" are arbitrary and capricious. Judge Leon of the D.C. District Court held that the 

new rule's definition was not contrary to the law and within the administration's discretion. The 

plaintiffs have appealed to the D.C. Circuit but no briefs have yet been filed. 

Five major cities and Democracy Forward have filed a lawsuit asserting that various administrative 

actions taken by the Trump administration - particularly its 2019 insurance market rules - were 

intended to sabotage the ACA and are contrary to the Administrative Procedure Act and the 

President's wn~lt1:1tlenal eall~atlen to "take Care that the Laws be faithfully executed." This case is 

still being briefed in federal district court in Maryland. 

Supreme Court to Hear Risk-Corridor Case 
Finally, the Supreme Court will hear at least one other ACA case in the 2019 term. Because of the 

uncertainties insurers faced under the ACA's new market rules, the law established a temporary 

three-year "risk corridor" program. Under this program, the federal government would partially cover 

large losses and partially recover large profits experienced by insurers. Following significant losses in 

the early years of the marketplaces and restrictive appropriations riders adopted by Congress, 

insurers sued to recover more than $12 billion in unpaid risk corridor payments. 

Approximately SO lawsuits, including a class action of about 1SO insurers, have been filed in the 

Court of Federal Claims. These lawsuits had mixed success in the lower court. In June 2018, the 

Federal Circuit held that while the ACA required insurers to be paid full risk corridor payments, 

Congress's subsequent appropriations riders eliminated this obligation and the insurers had no 

contractual right to recovery. The Supreme Court has agreed to review this decision, with oral 

arguments slated to be held potentially in December 2019. 
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KEY TAKEAWAYS 

Average health care premiums declined 
for the first time in 2019, driven largely by 
seven states that obtained waivers to opt 
out of certain Obamacare mandates. 

Premiums in those waiver states fell by 
nearly 7.5 percent, while premiums in the 
other 44 states under Obamacare rose by 
more than 3 percent. 

Congress should provide states more 
relief from Obamacare’s burdensome 
restrictions and reject calls to spend more 
federal money on the health law. 

The Affordable Care Act (ACA) established a  
regime of subsidies, mandates, regulations,  
and tax penalties that resulted in substan

tial increases in premiums for individual insurance  
coverage.1 Average premiums for benchmark plans— 
exchange-based policies whose rates are used to  
compute federal premium subsidies—were 76 percent  
higher in 2018 than in 2014.2 That trend did not con
tinue in 2019, when premiums for benchmark plans  
fell by 0.83 percent, the first such decline recorded.3 

That result defied forecasts of double-digit pre
mium increases, which many analysts predicted  
would result from repeal of tax penalties on the unin
sured and liberalization of federal rules governing  
short-term, limited duration policies. The Congres
sional Budget Office, for example, projected that 2019  
premiums would rise by an average of 16 percent as a 
result of those and other changes.4 
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CHART 1 

Change in Premiums 
for 2019 Benchmark 
Plans 

SOURCE: Kaiser Family Foundation, 
“Average Marketplace Premiums by Metal 
Tier, 2017–2019,” https://www.kff.org/ 
healthreform/stateindicator/average 
marketplacepremiumsbymetaltier/ 
(accessed August 7, 2019). 
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The standard explanation for why these predictions proved erroneous is  
that insurers “overshot” their rate hikes in 2018 and adjusted them down
ward in 2019.5 While broadly correct, this masks another critical factor. 

This Issue Brief identifies a very different factor that produced the overall  
decline in premiums for benchmark plans, one that accounts for substantial  
differences in benchmark premium trends across states. More specifically, 
the study finds that premiums declined significantly in the seven states that  
obtained federal waivers to operate risk-stabilization programs (median  
reduction of 7.48 percent), and increased in the 44 states and the District  
of Columbia that did not have such waivers in place (median increase of  
3.09 percent).6 

This Issue Brief also examines estimated premiums in five states7 that  
have applied for risk-mitigation waivers for the 2020 plan year. Premi
ums for benchmark plans rose in all five states in 2019. Actuarial analyses 
forecast that 2020 premiums will decline in all five states if the federal  
government approves their waiver applications. (See Table 2.) 

Risk-stabilization waivers afford states the opportunity to reduce premi
ums without requiring additional federal outlays. Congress should reject 
proposals to create a federally financed reinsurance program, since states 
can use the waiver process to achieve premium reductions in a way that 
does not entail the creation of a new federal funding stream. Congress 
should build on the initial successes of states by further empowering them 
to pursue reforms. 

http://heritage.org
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Background 

Section 1332 of the ACA permits states to seek waivers from certain  
federal health insurance regulatory requirements.8 Under this provision,  
a state can request permission from the Centers for Medicare and Medicaid  
Services to receive a portion of federal premium subsidies that the federal 
government otherwise would pay directly to insurance companies on behalf  
of eligible individuals. These are known as pass-through funds, which the 
state can use to finance innovative proposals to make health insurance  
more affordable and widely available. In addition to meeting other stat
utory and administrative requirements, a state must demonstrate that its 
pass-through funding would be offset by reductions in premium subsidies, 
so that its waiver would be budget neutral to the federal government.9 

The waivers that have most commonly been granted under section 1332  
are for risk-stabilization programs.10 Although these programs vary from  
state to state, they follow the same general pattern: States repurpose a  
portion of federal money that would otherwise have been paid to insur
ers as premium subsidies, supplement these federal pass-through funds  
with non-federal money, and then use the resulting funds to pay insurance  
claims for policyholders who incur high medical bills. Since this process  
would reduce premiums for benchmark plans, it also would reduce federal 
premium subsidies, making it budget neutral to the federal government.11 

Seven states are operating risk-mitigation programs during the 2019 plan  
year. As of this writing an additional five states have applied for waivers for 
the 2020 plan year. 

Table 1 shows changes in benchmark premiums for the 2019 plan year.12 The  
benchmark is used to compute federal premium subsidies for qualifying indi
viduals. Since these subsidies fluctuate dollar for dollar with premium increases,  
changes in the cost of benchmark plans affect federal expenditures directly. 

The first row summarizes premium changes for the 50 states and the  
District of Columbia. It shows that premiums for benchmark plans were,  
on average, 0.83 percent lower in 2019 than in 2018. 

A closer look at this national average, however, discloses that average  
premiums climbed in most states. Premiums rose or were unchanged in 32  
states and the District of Columbia (median increase of 6.36 percent) and 
fell in only 19 (median decrease of 7.48 percent).13 

The second row of Table 1 focuses on the performance of the seven states 
that have section 1332 risk-mitigation waivers in 2019. These seven states 
had median premium decreases of 7.48 percent, significantly outperform
ing the national average of –0.83 percent. Premiums declined in six of the 

http://heritage.org


 ISSUE BRIEF | No. 4990 August 13, 2019 | 4 
heritage.org 

 

 
 

 

 

 
 

 

 
 
 
 
 

TABLE 1 

Changes in Benchmark Premiums, Waiver vs. Non-Waiver States, 2018–2019 

TOTAL 

No. states Change 

STATES WITH PREMIUM 
DECREASES 

No. states Change 

STATES WITH PREMIUM 
INCREASES 

No. states Change 

u.s. 51 –0.83% 19 –7.48% 32 6.36% 

Waiver states 7 –7.48% 6 –10.72% 1 7.00% 

Non-Waiver states 44 3.09% 13 –5.67% 31 6.15% 

SOURCE: Kaiser Family Foundation, “Average Marketplace Premiums by Metal Tier, 2017-2019,” https://www.kff .org/ 
health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/ (accessed August 7, 2019). IB4990  A  heritage.org 

seven waiver states, accounting for nearly one-third of the 19 states in which 
benchmark premiums fell in 2019. The median decrease in these six states 
was –10.72 percent, a figure that is substantially greater than the median 
for the other 13 states in which premiums declined by 5.67 percent. Only 
one waiver state, Oregon, registered an increase in its benchmark premium. 

The performance in non-waiver states is displayed in the third row. Pre
miums in these 44 states and the District of Columbia increased by a median 
of 3.09 percent. Only 13 non-waiver states showed a premium decline. Pre
miums increased by a median of 6.15 percent in the other 31 non-waiver 
states and the District of Columbia. 

The 0.83 percent decline in premiums for benchmark plans in 2019 thus 
masks very different trends across states. The seven states that had waivers 
achieved large reductions in premiums (median = –7.48 percent). In non-
waiver states, premiums for benchmark plans were 3.09 percent higher than 
in 2018. Section 1332 risk-stabilization waivers were thus a leading reason 
for the overall decline in 2019 premiums for benchmark plans. 

Pending Applications for Risk-Mitigation Waivers 

As of this writing, five states have applied for section 1332 risk-mitigation 
waivers for the 2020 plan year. Such applications must include actuarial and 
economic analyses estimating the premium and enrollment effects of the 
waiver. Waiver applications also must include a finding that the waiver would 
not result in additional federal spending. Table 2 presents the estimated 2020 
premium effects contained in each state’s actuarial and economic analysis. 

https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/
http://heritage.org
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TABLE 2 

Premium Effects of Pending Waiver Applications 

1332 Waiver Applicant Estimated 2020 Premium Effect of Waiver 

Colorado –16.0% 

Delaware –13.7% 

Montana –8.0% 

North Dakota –19.8% 

Rhode Island –5.9% 

SOURCE: Kaiser Family Foundation, “Average Marketplace Premiums by Metal Tier, 2017-2019,” https://www.kff .org/ 
health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/ (accessed August 7, 2019). 

IB4990  A  heritage.org 

Analyses of each state’s waiver application forecast substantial premium  
reductions in 2020, ranging from–5.90 percent (Rhode Island) to–19.80  
percent (North Dakota). 

As with the seven states that already have obtained waivers, each state  
has proposed a unique design, despite general commonalities. All propose 
to use a portion of funds that would otherwise have been spent on ACA  
premium subsidies to finance a reinsurance program. All five have estab
lished attachment points (claims thresholds above which the reinsurance 
fund would begin to pay), ceilings (levels above which the reinsurance fund  
would no longer defray the claims costs), and coinsurance rates (the per
centage of claims the reinsurance fund would pay between the attachment  
point and the ceiling). 

North Dakota, for example, proposes a reinsurance fund that would  
pay 75 percent of claims between $100,000 and $1,000,000.14 Colorado, by 
contrast, would set the claims range at $30,000 to $400,000 and would vary  
coinsurance by rating area (range of 45 percent to 85 percent).15 The ability  
of a state to tailor its waiver program to its market (and to vary the program  
to reflect market variations within the state) is an essential feature of the 
1332 waiver program. 

Policy Implications 

States have used section 1332 risk-mitigation waivers to achieve pre
mium savings. The Centers for Medicare and Medicaid Services has  
established a record of approving these waivers and has listed them among  

http://heritage.org
https://www.kff.org/health-reform/state-indicator/average-marketplace-premiums-by-metal-tier/
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the “waiver concepts” to which it is favorably disposed.16 Critically, these  
waivers do not entail the creation of a new federal program, nor do they  
require a new federal financing stream. 

States should make greater use of the 1332 waiver process to implement  
market-based innovations that increase health care choices and reduce  
costs. Federal legislation to establish such programs is unnecessary and  
could have the effect of suppressing state innovation. 

Congress should instead adopt policies that support and encourage  
such innovation.  The  most effective  way to  facilitate state  innovation is  
for Congress to enact the Health Care Choices Proposal.17 The proposal  
would restructure federal spending on premium subsidies and Medicaid  
expansion into grants to states, and gives states the option of regulatory  
relief from federal insurance mandates. States would use this new flexibility  
to reinvigorate broken private insurance markets and focus subsidy funds 
on low-income households and those in greatest medical need. States would  
be required to use a portion of their federal allotment to finance risk-mit
igation strategies, which have proven effective at reducing premiums. And, 
every individual who qualifies for a subsidy would be able to apply it to  
coverage of his choice. 

An economic analysis of the proposal found that it would reduce indi
vidual health insurance premiums by up to 32 percent, maintain coverage 
levels, increase the number of people with private insurance, reduce Med
icaid spending, and achieve some deficit reduction.18 

The experience with risk-mitigation waivers shows that affording the  
states relief from the ACA’s strictures, as well as the flexibility to pursue  
innovative reforms, has made health insurance more affordable. Congress 
should build on these findings by restructuring federal programs to maxi
mize this flexibility. 

Doug Badger is a Visiting Fellow in Domestic Policy Studies, of the Institute for Family, 

Community, and Opportunity, at The Heritage Foundation. 
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August 2019 Update  |  Fact Sheet 

Changes to “Public Charge” Inadmissibility Rule: 
Implications for Health and Health Coverage 

Key Takeaways 

In August 2019, the Trump Administration announced a final rule that changes the public charge policies 
used to determine whether an individual applying for admission or adjustment of status is inadmissible 
to the U.S. Under longstanding policy, the federal government can deny an individual entry into the U.S. 
or adjustment to legal permanent resident (LPR) status (i.e., a green card) if he or she is determined 
likely to become a public charge. 

	 Under the rule, officials  will  newly consider  use of certain previously excluded programs, including
non-emergency  Medicaid  for non-pregnant adults, the Supplemental Nutrition Assistance Program 
(SNAP), and several housing programs,  in public  charge determinations.  

	 The changes  will  create new barriers to getting a green card or immigrating to the U.S. and likely 
lead to decreases in  participation in Medicaid and other programs among immigrant families  and 
their primarily U.S.-born children  beyond those directly affected by the new policy. Nationwide, over
13.5  million Medicaid and  CHIP enrollees, including 7.6 million  children,  live in a household with at 
least one noncitizen or are noncitizens themselves  and may be at risk for  decreased  enrollment  as 
a result of  the rule. 

  Decreased participation in these programs would contribute to more uninsured individuals and
  
negatively affect the health and financial  stability of  families  and the growth and healthy 
 
development of their children.
  

Introduction 
In August 2019, the Trump Administration  announced a Department of Homeland Security (DHS)  final  
rule  to make changes to “public charge”  policies that govern how the use of public benefits  may affect 
individuals’ ability to enter the U.S. or  adjust to legal permanent resident (LPR) status (i.e., obtain a  

“green card”). The final rule does not affect public charge deportability  grounds, which are governed  by  
the Department of Justice. The rule broadens the programs that the federal  government will consider in 
public charge determinations to include previously  excluded health,  nutrition, and housing programs  and 
outlines the factors the federal government will consider in making a public charge consideration. 1  The  
preamble to the rule indicates that its primary  goal  is to  better ensure that individuals  who apply for 
admission to the U.S., seek  an extension of stay  or change of status,  or apply for adjustment of status are 
self-sufficient. The preamble  also  identifies a range of  consequences on  the health and financial stability  
of families,  as  well  as  direct and indirect costs associated  with the rule. This fact sheet provides an  
overview of the proposed rule and its  implications for health and health coverage of immigrant families.  

https://www.federalregister.gov/documents/2019/08/14/2019-17142/inadmissibility-on-public-charge-grounds
https://www.federalregister.gov/documents/2019/08/14/2019-17142/inadmissibility-on-public-charge-grounds


 

  

  

What Was Public Charge Policy Prior to This Rule? 
Under longstanding policy, if authorities determine that an individual is “likely to become a public  

charge,” they may deny that person’s application for lawful permanent residence or their  entry  

into the U.S.  Certain  immigrants, including refugees  and asylees  and other humanitarian  immigrants, 
are exempt from public charge determinations under  law.  

Under previous policy  clarified in 1999, the federal government  specified that it would not  

consider use of Medicaid, the Children’s Health Insurance Program  (CHIP), or other non-cash 

programs  in public  charge determinations.  Previously, there was  confusion about whether use of  
Medicaid, CHIP, or other non-cash programs applied  in public charge  determinations.3  In 1999, the  
Immigration and Naturalization  Service (now  part of the Department of Homeland Security (DHS)) issued  
guidance that defined  a public charge as someone  who has become  or who is  likely to  become ‘‘primarily  
dependent on the government for  subsistence, as demonstrated by either  the  receipt of public cash 
assistance for income  maintenance or institutionalization for long-term care at government expense.”4  
The guidance specified that the federal government  would not consider use of Medicaid, CHIP, or other  
supportive programs in public charge determinations, with the  exception  of use of Medicaid for long-term  
institutional care.5  The guidance noted that this clarification  was  needed because confusion  about policies  
“deterred  eligible aliens and their families, including U.S. citizen children, from seeking important health 

and nutrition benefits that they  are legally  entitled  to receive. This reluctance to access benefits has an 
adverse impact not just on the  potential recipients, but on public health and the  general  welfare.6  

What are the Key Changes in the Rule? 
The rule broadens  the programs that the federal government  will  consider in public charge 

determinations to include previously  excluded health, nutrition, and housing programs. The rule 
redefines  a public charge  as an “alien who receives  one or more public benefits  for more than 12 months  
in the aggregate  within any  36-month period (such that, for instance, receipt of two benefits  in one month 
counts as two months)” and defines  public  benefits to  include  federal, state, or local  cash benefit 
programs  for income maintenance and certain health,  nutrition, and housing programs that were  
previously  excluded from public charge determinations, including  non-emergency  Medicaid  for non-
pregnant adults, the Supplemental Nutrition Assistance Program (SNAP), and several housing  programs  
(see Appendix Table 1).7  The rule  does  not include CHIP  or subsidies for Affordable Care Act 
Marketplace coverage  as  public benefits.  Public charge determinations  will  only consider use of benefits  
by the  individual and  will not take into account benefits  used by other  family members, including children, 
of the person for whom officials are making the determination.8   

DHS will find an individual “inadmissible” if officials determine that he or she is more likely than 

not at any time in the future to become a public charge based on the totality of the  person’s  

circumstances. At a minimum, officials must take into account an  individual’s  age; health; family status; 

assets, resources, and financial status; and education  and skills  when making this determination.  
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The rule identifies  characteristics deemed as positive factors that reduce the likelihood of an 

individual becoming a public charge and negative factors that increase the likelihood of becoming  

a public charge.  In general, being younger or older than  working  age, having  health needs, lacking  
private  health coverage, having  limited  income or resources, not being  employed  and not being  a primary  
caregiver, having a  lower education  level, having limited English proficiency,  and using or previously  
using  public  benefit programs would be considered negative factors. The rule establishes  a new  income 
standard of 125% of the federal  poverty level (FPL) ($26,663  for a family of three  as of 2019);  family  
income below that standard  will be considered to be  a negative factor.9   

The rule also identifies heavily weighted negative or positive factors.  One heavily  weighted negative 
factor is  having received or  being approved to receive one or more public benefits for more than 12 
months  in the  aggregate within the 36-month period prior to applying for admission or adjustment of  
status.  Another health-related  heavily  weighted  negative factor includes  having  a medical condition that is  
likely  to require extensive treatment or institutionalization and being uninsured and lacking the financial  
resources to pay for the medical costs associated with the condition.  Other heavily weighted negative 
factors include not being  a full-time student or employed and having  been previously found inadmissible 
or deportable on public charge grounds.  Heavily  weighted positive factors include  having income above 
250% of the FPL ($53,325  for a family of three  in 2019) or having private  health insurance  that is not 
subsidized by  Affordable Care Act tax credits.  

The rule will become effective 60 days after it is officially published in the federal register.  The rule 
specifies that DHS  will not  consider  an  individual’s use of the previously  excluded health,  nutrition, and 

housing programs prior to the effective date.  

Who Do the Changes Affect? 
The rule will affect individuals seeking to become LPRs or “green card” holders  and individuals  

seeking to immigrate to the U.S.  It also will affect certain people seeking to extend or adjust their non-
immigrant status  while  in the U.S. Most individuals seeking to adjust to LPR status or to immigrate to the 
U.S. are immediate relatives of U.S. citizens or have a  family-based sponsor. In 2016, 1.2 million 
individuals  obtained  LPR status, including over half a million  who were already present in the U.S.10  Some 
immigrants,  including refugees and asylees  and other  humanitarian immigrants, remain exempt from  
public charge determinations under law. Public charge policies do  not apply to LPRs seeking to obtain 
citizenship. However, obtaining LPR status is a key step toward citizenship for immigrants seeking  
naturalization.  

The rule  will likely  increase confusion  and fear  broadly across immigrant families  about using  

public  programs for themselves and their children,  regardless of whether they are directly 

affected by the changes.  In 2016, there were 22  million noncitizens residing in the U.S.  About six  in ten  
noncitizens  were lawfully  present immigrants, who include LPRs, refugees, asylees, and other individuals  
who are authorized to live in the U.S. 11  Many individuals live in mixed immigration status families that may  
include  lawfully present  immigrants, undocumented  immigrants, and/or citizens. Nearly 19 million,  or 25%  



   
 

   

of children,  had an immigrant parent as  of 2017, and the large majority of these children were citizens. 
About 10 million,  or 13%,  were citizen children with a noncitizen parent.  (Figure 1).12  

What are the Implications for Health & Health Coverage? 
Today, Medicaid fills gaps in private coverage for  some lawfully present immigrants,  providing  

them access to  health  care and financial protections that support their  ability to work and care for  

their children. Medicaid provides families access to preventive and primary care, including prenatal care, 
as well as care for chronic  conditions. In  addition, the  coverage provides families  financial protection from  
high medical costs. By  enabling families to meet their  health care needs, Medicaid supports families’  
ability to work and care for their children.  The majority  of lawfully present immigrants live in a family  with 
at least one full-time worker (84%), a rate higher than that of  citizens.13  However, lawfully  present 
immigrants are more likely than citizens to live in low-income families and often  work in jobs and 
industries that do not offer health coverage. Medicaid and CHIP coverage help fill this gap, but many  
lawfully  present immigrants remain uninsured due to eligibility restrictions for immigrants  that require  
many otherwise eligible lawfully  present immigrants to  wait five years after obtaining lawful status before 
they may  enroll  as  well  as barriers to  enrollment for eligible immigrants, including  fear.14   

The rule will likely  lead to  declines in  participation in  Medicaid  and other programs broadly  across  

immigrant families, including their primarily U.S.-born children. Previous  experience and recent 
research  suggest that the  rule will  lead individuals  to forgo enrollment in or disenroll themselves  and their  
children from public programs because they  do not understand the rule’s details and fear their or their  
children’s  enrollment could negatively  affect their or their family members’ immigration status.15  For 
example, prior to the final rule, there  were growing  anecdotal reports of individuals disenrolling or 
choosing not to  enroll  themselves or their children in Medicaid and CHIP due to growing fears and  
uncertainty.16  Providers also have reported increasing concerns among parents about enrolling their  
children  in Medicaid and food assistance programs,17  and WIC agencies across a number of states have 
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had enrollment drops that they  attribute largely  to fears about public charge.18  A survey conducted  prior to 
the final rule found that one in seven adults  in immigrant families reported avoiding public benefit 
programs  for fear of risking  future green card status, and more than one  in five adults in low-income 
immigrant families reported this fear.19   

Nationwide, 13.5 million  Medicaid/CHIP enrollees, including 7.6 million  children, live in  a 

household with a noncitizen or are noncitizens themselves  and  may be at  risk for decreased 

enrollment  as a result of  the rule.  Decreased participation in Medicaid/CHIP  would increase the  
uninsured rate among immigrant families, reducing their access to care and  contributing to worse health  
outcomes. Reduced  participation  in nutrition and other programs  would likely compound these effects. 
Overall, reduced participation in Medicaid and other programs would negatively  affect the health and 
financial stability  of families  and the  growth and healthy  development of their children. As  noted in the 
preamble to the rule, decreased participation  in Medicaid and other programs would also  reduce federal  
and state program costs; at the same time,  there will be declines in federal  payments to states and  
revenues to health care providers, pharmacies, grocery  retailers, agricultural  producers,  and landlords as  
well as  increased costs  for individuals and organizations serving immigrant families.  

Outreach and  education efforts could minimize  chilling effects from the rule. As noted, chilling  
effects on program participation will likely extend broadly beyond  individuals directly  affected by  the rule’s  

changes. Outreach and education to immigrant families and communities may help reduce fears and 
confusion stemming from the rule to reduce this chilling effect. However, overcoming fears and 
uncertainty in the current environment, particularly as immigration  policies continue to evolve and change, 
may be challenging.  
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Appendix Table 1: Key Differences between Previous and New “Public Charge” Policies 

Policy Based on 1999 Guidance Unpublished Final Rule  Released August 12, 2019  

Definition of Public 
Charge 

An alien who has become or who is likely to 
become ‘‘primarily dependent on the government 
for subsistence, as demonstrated by either the 
receipt of public cash assistance for income 
maintenance or institutionalization for long-term 
care at government expense.’’ 

Public charge means an alien who receives one or more 
public benefits for more than 12 months in the aggregate 
within any 36-month period (such that, for instance, receipt 
of two public benefits in one month counts as two months). 

Public Benefits that 
May Be Considered for 
Public Charge 
Purposes 

 SSI 
 TANF 
 State/local cash assistance  programs 
 Public assistance for long-term care in an 

institution (including Medicaid) 

 SSI 
 TANF 
 Federal, state, or local  cash  benefit programs  for

income  maintenance 
 Non-emergency Medicaid for non-pregnant adults over

age 2120  
 SNAP 
 Section 8 Housing  Assistance  under the Housing 

Choice  Voucher Program 
 Section 8  Project-Based  Rental Assistance 
 Subsidized  public  housing 

Consideration of Use 
of Public Benefits in a 
Public Charge 
Determination 

 May take into  consideration past and current 
receipt of cash  public assistance for income 
maintenance or institutionalized long-term 
care 

 No weight should be  placed on receipt of
non-cash benefits or  receipt of cash benefits 
for purposes  other than income maintenance 

 Cash benefits received by  children or other
family members should not be  attributed  to 
the individual, unless the family member’s 
benefits  are the  family’s  sole source of
support 

 Will  consider whether an individual  has applied for, 
been  approved for, or received public  benefits  

 Will  not consider benefits received by or applied for on 
behalf of other family members 

 Will  not consider benefits received by active  duty or
reserve  service members and  their families 

 Will  not consider benefits received by an individual 
during periods in which the individual was present in 
an immigration  category that is exempt from a public 
charge determination 

 Will  not consider benefits received by  foreign-born 
children  of U.S. citizen parents who will be 
automatically eligible to become citizens 

Heavily Weighted 
Negative Factors 

Not Specified  Has received  one  or more public  benefits for more 
than 12 months in the aggregate within the prior 36 
months 

 Not a  full-time  student and is authorized to work, but is 
unable to demonstrate employment, recent
employment, or a reasonable  prospect of future 
employment 

 Has a  medical condition that requires extensive 
treatment or institutionalization and  is uninsured and 
does not have sufficient resources  to pay for medical 
costs related to the  condition 

 Previously found inadmissible  or deportable on public 
charge grounds 

Heavily Weighted 
Positive Factors 

Not Specified  Household has financial assets/resources  of at least
250%  of the FPL  

 Authorized to work or employed with an income  of at 
least 250% of the FPL 

 Individual  has  private insurance that is  not subsidized 
by Affordable Care Act tax credits 
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Abstract The Affordable Care Act (ACA) was enacted in a deeply polarized context, 
and it has endured multiple challenges to its implementation and its very existence that 
continue to this day. Yet, we find that the law is entering a new phase of acceptance 
among the American public, such that it presents political risks to politicians who would 
dare to weaken it. We have conducted a panel study of Americans’public opinion on the 
ACA since 2010, returning to the same respondents every two years to ask the same 
questions. This approach, which is essential for tracking change, reveals that support 
for the ACA is growing and the most intense opposition is receding. It also shows that 
Americans’sense of the law’s impact on their lives is at least holding steady and in some 
respects growing. Most strikingly, those who feel favorably toward the law are more 
engaged politically than those who oppose it, and they are more likely to take it into 
account when they vote. These trends indicate that the law, despite the legal and political 
obstacles it still confronts, is becoming more firmly established in public opinion and 
through patterns of political participation. 

Keywords Affordable Care Act, health reform, public opinion 

The Affordable Care Act (ACA) was born and implemented amid fiery 
partisan conflict, which continues to this day. But the law itself is now 
entering a new phase of broad and growing acceptance among Americans. 
Current trends may put it on course to become, like Social Security, 
an established pillar of American politics —untouchable, because of the 
political risks it presents to public officials who would dare to repeal or 
substantially weaken it. 
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The 2018 elections were, in important respects, a referendum on the 
ACA. Health care was the top issue on voters’ minds. Republicans, after 
voting to repeal the ACA, were forced to compete with Democrats over 
preserving its popular elements, contributing to their losses in competitive 
House districts. 

The elections ratified important changes in the public’s support for the 
ACA and voters’ political commitment to protecting it. This is apparent 
from our unique study that has interviewed the same panel of Americans 
every two years since the law was enacted in 2010, asking them the iden
tical questions each time. 

We began in 2010 with a national random sample of 1,000 adults, plus an 
oversample of 200 individuals ages 18–64, in households with incomes 
below $35,000. We have conducted the telephone survey in September and 
October in election years; in the interim years, we have recontacted par

ticipants to maintain up-to-date contact information. These procedures, as 
well as the use of incentives, have permitted us to retain a high participation 
rate among original respondents, which stood at 58% in 2018. This “panel 
design,” which is weighted to provide a representative sample of Ameri
cans, is the gold standard for tracking change. 

Three distinct changes have occurred in Americans’ attitudes since the 
ACA’s passage in 2010. 

Support for the ACA Growing and Opposition 
Is Declining 

Support for the ACA is growing and the most intense opposition is 
receding. Figure 1 shows that the proportion of Americans holding some
what favorable or strongly favorable opinions of the ACA (“a major health 
care bill . . . signed into law in 2010”) has reached its highest level since the 
law’s enactment, and has risen 6 points in the past two years. (This change 
is based on increased preferences for the top two response categories on a 
9-point scale.) 

Meanwhile, intense opposition is fading. Figure 2 shows that among 
those who still hold unfavorable views, strong support for repealing health 
reform (as opposed to giving it more time to work while lawmakers make 
improvements) has reached its lowest point, down 9 points since 2016. 

The Tangible Impact of the ACA 

The ACA’s tangible impact on the personal well-being of Americans is 
holding steady in some respects and growing in others, despite the efforts of 
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Figure 1 Growing support: percent of Americans who strongly 
or somewhat favor the Affordable Care Act 

Source: US Public Policy Study, Waves 1–5. 

Figure 2 Declining support for repeal: among opponents, percent 
who strongly favor repeal 

Source: US Public Policy Study, Waves 1–5. 
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Figure 3 Positive impact of ACA: percentage reporting self and family 
better off and impact on access to health insurance or medical care 

Source: US Public Policy Study, Waves 1–5. 

Republicans and the Trump administration to undermine the law. Figure 3 
shows that the proportion of Americans who report that the ACA has 
made things much better or somewhat better for themselves and their 
family has reached a new high, rising from 11% in 2010 to 20% in 2018. 
The percentage of Americans who report that the law has had a great deal 
of impact or quite a bit of impact on “access to health insurance and medical 
care supported or provided by government” for themselves and their fam

ilies has increased from 15% in 2010 to 22% in 2018. 
The ACA’s tangible impact extends to three of its specific programs: 

guaranteeing insurance for the children of insured parents until 26 years 
of age, improving the access of seniors for prescription drug coverage, and 
extending subsidies to purchase private health insurance. Figure 4 indicates 
that appreciation for each of these ACA program benefits rose by more 
than 8 points since 2010. (Each bar calculates the total percentage point 
change from 2010 to 2018 for the response categories “a great deal,” “quite 
a bit,” and “some impact.”) Appreciation for the impact of extending 
insurance coverage to 26 rose from 24.4% to 35.4%; the impact of improving 
drug coverage rose from 26.2% to 34.8%; and the impact of extending 
subsidies rose from 23.2% to 32.9%. 

When lawmakers debated health reform during its struggle to win pas

sage, the stakes were vague and subject to scare tactics. Today, the ACA 
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Figure 4 Increasing appreciation for the impact of ACA programs 
from 2010 to 2018 

Source: US Public Policy Study, Waves 1–5. 

provides concrete and necessary services, medications, and coverage to 
Americans who have come to rely on—and expect—them. Put simply, the 
ACA is a reality and Americans see its benefits. 

Public Ready to Hold Politicians Accountable 
If They Threaten the ACA’s Programs 

Politicians should fear voter retribution if they defy the public’s rising 
support for the ACA and appreciation for its benefits. This is evidenced by a 
growing pattern: the public’s embrace of the ACA and its benefits is asso

ciated with heightened scrutiny of politicians with regard to health care. 
Table 1 reveals that among Americans who favored the ACA, 85.6% 

expressed a great deal or fair amount of interest in the 2018 elections, as 
compared to 78.9% of those with unfavorable views of the ACA. The 6.7

percentage-point difference is statistically different at the 0.05 level. The 
message to politicians is that voters who favor health reform are watching 
them most closely. 

Americans not only observed politicians’ positions on health reform 
intensely in 2018, but they also used their votes to punish or reward them. 
Table 2 indicates that among Americans who favor the ACA, nearly 60% 
(59.9%) treated health reform as a “very” or “extremely” important issue 
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Table 1 View of Health Bill and Respondent’s Degree 
of Interest in the Election 

View of health bill 

Favorable Neutral Unfavorable 

No interest or only a little interest 54 52 82 
in the election 14.4% 36.4% 21.1% 

Fair amount or a great deal of interest 322 92 307 
in election 85.6% 63.6% 78.9% 

Totals 376 144 389 
100% 100%  100% 

Source: US Public Policy Study, Waves 1–5. 

Table 2 View of Health Bill and Importance for Respondent’s Vote 

View of health bill 

Favorable Neutral Unfavorable 

Healthcare policy was not at all, slightly, 153 87 196 
or somewhat important for vote 40.1% 64.1% 53.6% 

Healthcare policy was very or extremely 229 49 170 
important for vote 59.9% 35.9% 46.4% 

Totals 382 136 366 
100% 100% 100% 

Source: US Public Policy Study, Waves 1–5. 

in deciding among candidates in the 2018 elections, compared to 46.4% of 
those who held unfavorable views. This 13.5-percentage-point difference 
is statistically significant at the 0.01 level. The bottom line for politicians 
interested in winning general elections is that they should be worried about 
the scrutiny of health reform supporters: They are paying attention. 

Politicians who threaten the ACA can now expect Americans to notice 
and punish them. While legal and political challenges to health reform have 
not yet abated, the 2018 election demonstrates that threats to the ACA are 
likely to be rebuked by voters. Meanwhile, campaigns geared to protecting 
and strengthening the law are more likely to please voters. 

In the history of Social Security, candidates who campaigned on repealing 
or weakening the program suffered the consequences: they were defeated 
and replaced by supporters. The ACA still faces challenges, but public 
opinion trends show signs that it is starting down a similar path. 
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Abstract 
Context: Political partisanship can influence whether individuals enroll in government programs. 

In particular, Republicans, ceteris paribus, are less likely to enroll in Affordable Care Act (ACA) 

individual marketplace insurance than Democrats. The logic of adverse selection suggests low 

uptake among Republicans would generally put upward pressure on marketplace premiums, 

especially in geographic areas with more Republican partisans. 

Methods: Using data from Healthcare.gov at the rating area level, this article examines the asso

ciation between Republican vote share and growth in ACA marketplace premiums, being careful to 

account for potential confounding variables. 

Findings: Insurers have increased marketplace premiums at higher rates in areas with more 

Republican voters. In the preferred model specification, a 10-percentage-point difference in 

Republican vote share is associated with a 3.2-percentage-point increase in average premium 

growth for a standard plan. A variety of robustness and placebo checks suggest the relationship is 

driven by partisanship. 

Conclusions: Partisan polarization can threaten the successful implementation of policies that 

rely on high levels of citizen participation. 

Keywords Affordable Care Act, polarization, marketplaces, premiums, political 

geography 

When the Affordable Care Act (ACA) was signed into law in 2010, one 
prominent designer of the law envisioned that its marketplaces would 

revolutionize the way Americans procure health insurance (Advisory 
Board 2014). In practice, ACA individual marketplaces have not lived 

up to these lofty expectations. As of 2016, marketplaces drew just 10.4 
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million enrollees, a far cry from the 22 million projected by the Con

gressional Budget Office (CBO) (Kliff 2016). 
Recent work in political science (Lerman, Sadin, and Trachtman 2017) 

helps to explain some of the gap between expectations and reality. Due to 
the extremely polarized nature of the law (Smith 2015), Republicans are less 

likely to enroll in ACA marketplace insurance than Democrats, choosing 
instead to go uninsured or purchase “off-marketplace” plans. Beyond their 
effects on coverage rates, these decisions have consequences for the broader 

affordability of marketplace plans. Due to the logic of adverse selection, 
lower rates of enrollment would lead to greater health risk among enrollees, 

and higher premiums (Cutler and Reber 1998). While it is well known 
that resistance to the ACA by Republican lawmakers and conservative 

groups have weakened the law (Hertel-Fernandez, Skocpol, and Lynch 
2016; Oberlander 2016), the partisanship-motivated uptake behavior of 

individuals might also be an important factor in explaining the mar
ketplaces’ woes. 

One way to investigate this dynamic is to look at geographic variation 
in premiums. In particular, premiums would be expected to be higher 
in areas with more Republican partisans. Figure 1 demonstrates that, 

in 2017, there was a strong positive relationship between county-level 
Republican voting and individual marketplace premiums, while this 

relationship was slightly negative in 2014. This suggests that insurers 
systematically underestimated health spending in Republican-leaning 

areas relative to Democratic-leaning areas, a pattern that could be attrib
utable to the interaction between partisanship-motivated enrollment and 

adverse selection. There are other reasons one might expect greater pre
mium growth in Republican areas, but in this article I provide evidence 
using a variety of empirical specifications and robustness checks that a 

meaningful portion of the variation is attributable to political partisanship. 
This finding has important practical and theoretical implications. Prac

tically, millions of people receive their health insurance coverage through 
ACA marketplaces (KFF 2018). The price of marketplace plans is of clear 

significance for these individuals. Even if many are insulated from pre
mium growth by federal subsidies, marketplace prices affect the level of 

those subsidies, so contribute to federal spending. In addition, premium 
growth on the marketplaces played a significant role in debates during the 

2016 election (Rovner 2016), and some recent evidence suggests this 
growth contributed to the 2016 presidential election outcome (Kogan and 
Wood 2019). 

Results suggest designers of public policy should consider how the 
rise of negative partisanship—whereby individuals increasingly harbor 
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Figure 1 Average ACA individual-market premiums by Republican 
2012 vote share. Circles represent the average price in 2014 for a silver-
level plan in counties binned in 2% bandwidths by Republican vote 
share in 2012, while triangles represent the same measure in 2017. The 
size of the circles and triangles corresponds to the size of the population 
in the counties falling in each bin 

Source: Healthcare.gov and Dave Leip’s Atlas of US Presidential Elections. 

negative attitudes toward the opposing party (Abramowitz and Webster 

2016; Iyengar and Westwood 2015)—threatens successful policy imple
mentation. In a polarized environment, policies that rely on high levels of 

active citizen participation may function poorly, especially in geographic 
areas where they are unpopular. 

This work also has theoretical implications for the study of policy feed

back. It is well known that policies can influence politics by mobilizing 
individuals and shifting attitudes at the individual level (Campbell 2002; 

Mettler 2005; Pierson 1993). But, in a polarized environment, policy oppo
nents may make uptake decisions that reduce their exposure to the policy 

(Lerman, Sadin, and Trachtman 2017). Moreover, the scope of policy 
feedback effects may be limited due to a self-fulfilling prophecy dynamic 

whereby policies perform worse where they lack political support. 
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Partisanship-Motivated Uptake and Adverse Selection 

Under the ACA, individuals who do not receive health insurance coverage 

from an alternative government program (Medicare, Medicaid, etc.) or from 
their employer have three options. First, they can opt to refrain from pur

chasing ACA-compliant insurance.1 Second, they can purchase an ACA-
compliant policy directly from an insurance company or broker, without 

using a government-established marketplace. Finally, they can purchase 
insurance plans through one of the federally facilitated (FFM), state-based 

(SBM), or partnership marketplaces established under the ACA. 
Recent scholarship indicates that the uptake decisions that individuals 

make with respect to the ACA are driven in part by their political parti

sanship. Using individual-level survey data from Kaiser Health Tracking 
polls, Lerman, Sadin, and Trachtman (2017) estimate that, ceteris paribus, 

Republicans are 6 percentage points more likely to forgo coverage than 
Democrats, 12 percentage points less likely to use the ACA marketplaces, 

and 7 percentage points more likely than Democrats to purchase plans off-
marketplace. Analysis of Cooperative Congressional Election Study 

(CCES) data yields similar conclusions (Tesler 2015). 
Moreover, individual-level differences in enrollment rates aggregate 

up to geographic differences. Holding other factors constant, Lerman, 
Sadin, and Trachtman (2017) estimate a 10-point difference in party vote 
share is associated with a 2-percentage-point increase in the share of the 

marketplace-eligible population in a given Public Use Microdata Area 
(PUMA) enrolling as of 2015. 

Due to adverse selection, partisanship-motivated uptake has implications 
for the cost of plans for fellow beneficiaries. In insurance markets, adverse 

selection refers to the greater demand for insurance among individuals with 
greater risk of an accident (Rothschild and Stiglitz 1976). Adverse selection 

has been shown to influence individuals’ choices of health insurance, with 
less healthy individuals tending to choose more generous health insurance 
policies (Cutler and Reber 1998). Before the ACA, medical underwriting 

reduced the role of adverse selection in the health insurance marketplace, 
as insurers estimated the risk of individual enrollees and tailored premi

ums accordingly. With underwriting eliminated, the ACA sought to reduce 
adverse selection by using tax penalties, the so-called individual mandate, 

to push individuals across the health spectrum to enroll. However, with the 
uninsured rate remaining at around 11% of the nonelderly population (Auter 

1. In 2017, the penalty for noninsurance was the higher of 2.5% of household income or $695 
per adult and $347.50 per child. The penalty will be eliminated as of 2019. 
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2017), there was likely still a large degree of adverse selection (Antos and 

Capretta 2016), even before the elimination of the individual mandate.2 

The relationship between enrollment and health spending in a guaran

teed issue environment that allows for adverse selection is well understood 
by actuaries. As the American Academy of Actuaries’ (AAA 2016) issue 

brief on 2017 marketplace premiums states: “Higher individual market 
participation rates will tend to be associated with lower average costs, and 
lower participation rates with higher average costs. This is because those 

previously uninsured individuals with greater health care needs are more 
likely to enroll and to enroll sooner than those with lesser needs.” There

fore, Republican under-enrollment would generally put upward pressure 
on premiums. But, this logic also suggests differential enrollee health by 

partisanship. 
Consider a group of individuals composed of Democrats and Repub

licans, each with some underlying “risk,” or propensity to use health care. 
Each individual has a threshold of risk at which they would prefer to 

buy insurance than go uninsured. The research on partisanship-motivated 
uptake suggests that the threshold of risk required to induce enrollment is 
higher, on average, for Republicans than for Democrats. If the threshold of 

risk required to induce enrollment is higher for Republicans, then we can 
expect the average Republican enrollee—all else equal—to have greater 

health risk (poorer health) than the average Democratic enrollee. 
This logic is demonstrated in figure 2 below. The figure plots average 

probability of enrollment by projected health cost for a hypothetical pool 
of Democrats and Republicans. Due to adverse selection, probability of 

enrollment is increasing in projected health costs for both groups. Prob
ability of enrollment asymptotes to one as health risk rises for both groups. 
However, due to partisan uptake, healthy Republicans (those with lower 

projected health cost) are more likely to forgo coverage than healthy 
Democrats. As a result, more of the mass of Republican enrollment is 

skewed to the less healthy. Therefore, holding other factors constant, 
the average projected health cost among Republican enrollees would 

be expected to be higher than the averaged projected health cost among 
Democratic enrollees. 

2. When they do enroll in ACA-compliant insurance, a substantial portion of Republicans 
remain outside of the pool of ACA marketplace enrollees by purchasing insurance plans directly 
from insurers (“off-marketplace”) (Lerman, Sadin, and Trachtman 2017). This dynamic would be 
expected to enhance the disparity in health of Democratic-identified and Republican-identified 
marketplace enrollees since off-marketplace enrollees are not eligible for subsidies and tend to be 
higher income (Levitt et al. 2016), which is associated with health status (Woolf et al. 2015). 
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Figure 2 Theoretical model 

With geographic areas increasingly politically homogeneous (Cho, 

Gimpel, and Hui 2013), ceteris paribus, differential enrollment by parti
sanship would lead to systematic differences in average health of enrollees 
between Democratic- and Republican-voting areas. Since insurers must 

set premiums in the long run that cover the costs of their enrollees, this 
dynamic would lead to higher premiums in Republican-voting regions.3 

It is unlikely insurers anticipated the effects of partisanship-motivated 
enrollment in setting 2014 (first year of marketplaces) premiums, so I 

hypothesize that, holding other factors constant, premiums have increased 
at a higher rate in Republican-leaning regions relative to Democratic-

leaning regions. 

Matching ACA Marketplace and Voting Data 

Testing the proposed hypothesis requires merging ACA marketplace 

data to political data. For marketplace data, I use the marketplace plan 
information publicly available for the 33 states that used Healthcare.gov to 

manage ACA marketplaces from 2014 to 2017. While more recent mar
ketplace data is now available, Trump administration policies like non

payment of cost-sharing subsidies brought about a large amount of upheaval 
in the marketplaces, and a large amount of noise in the data. Moreover, 

3. While the ACA includes mechanisms to compensate insurers for high-risk enrollees, the 
empirical analysis will demonstrate an increase in the association between partisanship and 
premiums the year that two of the three supply-side programs (reinsurance and risk corridors) that 
protect insurers from downward risk associated with unhealthy enrollees expired (Blumenthal 
2014). Moreover, risk adjustment, the remaining program, has been shown to inadequately 
compensate insurers for enrolling unhealthy individuals (CMS 2016). 
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changes from 2014 to 2017 are relevant for considering the role of mar

ketplace dynamics in 2016 elections.4 For each plan, public use files detail 
the specific counties and rating areas5 in which the plan is offered, in 

addition to a number of plan attributes. 
I use 2012 Republican presidential vote share as a proxy for partisan

ship.6 While the previous findings on partisanship-motivated enrollment 
used party identification, I would expect 2012 vote share to adequately 
measure the broader political affiliation with the ACA that drives the mech

anisms hypothesized. Summary statistics for the variables in the main 
analysis can be found in appendix A. 

Votes and ACA Marketplace Premium Growth 

I now turn to testing the key empirical implication of the proposed theory: 

that Republican vote share is associated with greater premium growth on 
the ACA individual marketplaces between 2014 and 2017. The dependent 

variable is average cost growth of silver-level plans at the rating area level, 
calculated as the population-weighted average premium across all silver-
level plans sold in a rating area.7 I focus on silver-level plans since these are 

by a large margin the most popular plans for consumers.8 

The treatment of interest is Republican 2012 vote share at the rating area 
level. The treatment is at the rating area level since insurers are required to 
price plans at the same rate within a rating area, so would consider the 

health spending of potential enrollees in a rating area in setting premiums.9 

I estimate the treatment effect using a series of linear regression mod

els with varying specifications. Estimates are presented in the top row 
of table 1. Column (1) displays a large bivariate association between 
Republican voting and premium growth. The coefficient in the first row of 

0.70 indicates that a 10-point difference in Republican voting is associ
ated with a 7-percentage-point increase in premium growth from 2014 to 

4. General results hold using 2018 as opposed to 2017 data. 
5. Rating areas are defined by the ACA as geographic areas within which insurers cannot 

vary premiums for particular plans outside of the established age and smoking bands. Most states 
constructed rating areas as collections of counties, while some used the MSA+1 template 
recommended by the Centers for Medicare and Medicaid Services (CMS), and some others used 
collections of zip codes. See https://www.cms.gov/cciio/programs-and-initiatives/health-insurance 
-market-reforms/state-gra.html for more details. 

6. I exclude Alaska due to lack of county-level voting data. 
7. Weights are determined by the populations of the counties (in rating areas) in which plans 

are available. 
8. Seventy percent of enrollees chose silver-level plans as of 2016. 
9. Republican vote share is aggregated up from the county-level, which introduces some 

measurement error for states that did not use county-based rating area formulations. The mea
surement error would be expected to bias estimates toward zero. 

Downloaded from https://read.dukeupress.edu/jhppl/article-pdf/doi/10.1215/03616878-7785787/681918/7785787.pdf
by guest 

https://www.cms.gov/cciio/programs-and-initiatives/health-insurance-market-reforms/state-gra.html
https://www.cms.gov/cciio/programs-and-initiatives/health-insurance-market-reforms/state-gra.html
https://read.dukeupress.edu/jhppl/article-pdf/doi/10.1215/03616878-7785787/681918/7785787.pdf


on 11 September 2019

862 Journal of Health Politics, Policy and Law 

Table 1 Republican Vote Share and ACA Individual Marketplace 
Premium Growth 

OLS 

1 2 3 

WLS 

4 5 

Republican 2012 vote share 0.7*** 0.28*** 0.32*** 0.24*** 0.3*** 

(-0.11) (-0.07) (-0.12) (-0.08) (-0.1) 

Average silver deductible -0.49** 0.58*** 0.04 -0.18 

growth (-0.23) (-0.22) (-0.22) (-0.24) 

Number of carriers 0.03*** -0.02** 0.04*** -0.02** 

(-0.01) (-0.01) (-0.01) (-0.01) 

Hospital price index 0.01 0.05 

(-0.03) (-0.03) 

Medicare cost index -0.09 -0.13 

(-0.09) (-0.1) 

Percent obese 0.47 0.23 

(-0.28) (-0.29) 

Health score (Blue Cross 1.78* 0.97 

Blue Shield) (-0.95) (-0.84) 

Opioid prescription rate 0.02 0.05 

(-0.03) (-0.03) 

Median income 0.17* 0.13 

(-0.09) (-0.08) 

Percent uninsured (pre-ACA) 0.21 0 

(-0.35) (-0.34) 

Population (logged) -0.02** -0.01 

(-0.01) (-0.01) 

Unemployment rate 0.42 0.78*** 

(-0.57) (-0.32) 

State fixed effects Y Y Y Y 

Rural-urban fixed effects Y Y 

Age brackets Y Y 

Education controls Y Y 

Race controls Y Y 

Observations 391 391 391 391 391 

R-squared 0.07 0.87 0.89 0.94 0.95 

Note: *p  < 0.1 **p < 0.05 ***p < 0.01. Unit of analysis is the rating area. Column 1 displays 
bivariate association between Republican 2012 vote share and premium growth from 2014 to 
2017 on ACA individual marketplaces. Columns 2 and 3 present covariate-adjusted model 
specifications. Columns 4 and 5 present specifications with CBPS weights for continuous matching. 
Robust standard errors are used. 

Sources: Healthcare.gov, Kaiser Family Foundation, US Census Bureau, County Health 
Rankings, US Department of Agriculture, Blue Cross Blue Shield, Dave Leip’s Atlas of US 
Presidential Elections. 
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2017. For context, average rating area level premium growth over the 

period was 38.3%. Of course, there are a number of reasons to expect 
greater premium growth in areas with more Republican voters. The 

remaining columns in the table 1 present covariate-adjusted and mat
ched estimates to account for a variety of other differences between 

Democratic- and Republican-voting regions. 
Column (2) presents estimates from a model that includes Republican 

2012 vote share, growth in the average silver-level plan deductible from 

2014 to 2017, the number of carriers offering plans in a rating area in 2014, 
and state fixed effects. State fixed effects account for any differences in 

state policy, like Medicaid expansion (Sen and DeLeire 2016), that influ
ence ACA marketplaces. Adjusting for deductible growth accounts for 

differential changes to plan benefits over time. Adjusting for 2014 insurer 
participation accounts for differential initial levels of insurer competition, 

which would be expected to lead to variation in premium growth (Dafny, 
Gruber, and Ody 2015). Including state fixed effects and basic covariate 

adjustment reduces the estimated magnitude of the relationship between 
Republican vote share and premium growth from 0.65 to 0.28, but the 
relationship remains statistically and substantively significant. 

The steep drop in estimated treatment effect between column (1) and 
column (2) is mainly explained by state fixed effects. I would expect 

Republican-voting states to feature greater premium growth due to partisan-
motivated enrollment, but also due to policy choices (Sen and DeLeire 

2016). Lack of sample size at the state level makes these effects difficult to 
parse. For this reason, treatment effects within states are generally pre

sented, although these are likely underestimates of true effect sizes since 
they do not account for across-state variation. 

Column (3) presents estimates from a model adjusting for a variety of 

additional covariates.10 Perhaps most importantly, I estimate fixed effects 
for each level on the USDA’s rural-urban 9-point continuum.11 Democrats 

tend to be clustered in urban areas, while Republicans are more likely to 
live in rural areas (Gamio 2016). Given the differences in health systems 

across urban and rural areas (Morrisey et al. 2016), this is an important 
potential confounder. 

I also adjust for a number of variables measuring differences in under
lying health costs of populations across rating areas. These are measures 

10. Appendix E presents a model adding growth in median income from 2013 to 2016 as a 
covariate. Robustness to this specification suggests the main results are not driven by higher cost-of
living increases in Republican areas. I do not include median income growth as a covariate in the 
main analysis due to the problem of post-treatment bias (Montgomery, Nyhan, and Torres 2018). 

11. See www.ers.usda.gov/data-products/rural-urban-continuum-codes/ for more details. 
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pertaining to the broader population, since I would expect based on the 

proposed theory to find differences for the ACA enrollee population.12 

I include a measure of hospital prices (Dafny, Gruber, and Ody 2015), 

average Medicare spending from CMS, a measure of health produced by 
Blue Cross Blue Shield (BCBS n.d.) that is derived from actual health 

spending, the obesity rate, and the opioid prescription rate. Finally, I adjust 
for a number of general demographic variables from the census, including 
unemployment, population, percent uninsured (pre-ACA), income, per

centage of the population in various age brackets, percentage of the popu
lation of different races, and percentage of the population of various edu

cation levels.13 These variables are measured prior to or concurrent with 
opening of marketplaces in 2014. As demonstrated in column (3), including 

the variety of covariates and fixed effects does not influence the estimated 
relationship between Republican vote share and premium growth, with a 

10-point difference in Republican vote share associated with a 3.2
percentage-point difference in premium growth from 2014 to 2017. 

One concern with using regression adjustment to account for poten
tial confounding variables is that there may be a nonlinear component to 
the relationship between confounders and premium growth that is cor

related with Republican vote share, which would lead to biased estimates. 
Matching methods are commonly used to improve covariate balance for 

treatment effect estimation in the observational setting (Diamond and 
Sekhon 2013; Rubin 1973). If covariates are balanced across treatment 

groups, the assumption of linearity between covariates and outcomes is 
not needed for unbiased estimation. 

Since the treatment of interest in this case (Republican 2012 vote share) 
is continuous, I apply a recently developed method for matching on a 
continuous treatment —the covariate balancing propensity score (CBPS) 

(Imai and Ratkovic 2013). In the continuous case, CBPS estimates a pre
dictive association between covariates and treatment variables, and cal

culates propensity scores for each observation based on that estimated 
relationship. The algorithm then assigns an inverse propensity score weight 

to each observation to minimize the association between treatment and 
covariates. In this case, I use the CBPS algorithm to assign weights to units 

such that the association between the covariates used in the regression spec
ification presented in column (3) and Republican vote share is minimized. 

12. Unfortunately, there is no good data available at the county or rating area level on variation 
in the health of ACA enrollees. 

13. These variables are generally measured at the county level. They are aggregated to the 
rating area level through a population-weighted average. 
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I then estimate a weighted regression with only Republican vote share, 

number of insurers in 2014, average deductible growth, and state fixed 
effects on the right-hand side. Model coefficients, presented in column (4), 

show robustness of treatment effect estimates to matching. Finally, column 
(5) presents estimates from a weighted regression with inverse propensity 

score weights generated from the CBPS algorithm in addition to the set of 
covariates in the full model presented in column (3). Results are robust to 
CBPS matching combined with covariate adjustment. 

The validity of matching estimates depends on there being sufficient 
overlap in covariates. While Democratic- and Republican-voting regions 

certainly differ systematically, scatterplots presented in appendix B indi
cate sufficient overlap for matching. 

Using SHOP Marketplace as a Placebo 

Small Business Health Options Program (SHOP) marketplaces provide an 

opportunity for placebo analysis. Established alongside individual mar
ketplaces in 2014, SHOP marketplace plans are available to employers 
with 50 or fewer full-time equivalent employees. There are two reasons to 

think that the relationship between partisanship and premium growth 
observed in the individual marketplace would not be observed in the 

case of SHOP marketplaces. First, since SHOP enrollment is decided by 
employers for groups of people, there is less likely to be strong adverse 

selection—a key component of the proposed model. Second, the busi
nesses making enrollment decisions on SHOP marketplaces might be 

driven more by economics in their decision-making than individuals, 
which would reduce the effect of partisanship. 

However, to the degree that broader health spending of individual mar

ketplace enrollees is correlated with the health spending of SHOP mar
ketplace enrollees, similar patterns of premium growth would be observed 

in both marketplaces but for the proposed mechanisms. Investigating the 
relationship between partisanship and premium growth on SHOP mar

ketplaces can therefore help ascertain whether the observed relationship 
between partisanship and individual marketplace premium growth is 

attributable to the proposed theory or confounding factors.14 

The first three columns of table 2 present analogous estimates—for SHOP 

marketplaces—to those in the first three columns of table 1, with column 

14. SHOP marketplace premiums increased over the period, though not as fast as individual 
marketplace premiums. Average silver-level premiums grew from a monthly rate of $303 in 2014 
to a monthly rate of $341 in 2017. As detailed in appendix A, individual level premiums grew 
from an average of $262 in 2014 to $353 in 2017. 
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Table 2 SHOP Placebo Analysis 

SHOP 

(1) (2) (3) 

Individual 

(4) 

Republican 2012 vote share -0.09 -0.06 0.06 0.28*** 

(-0.07) (-0.05) (-0.1) (-0.11) 

Average silver deductible growth 0.53*** 0.49*** -0.5** 

(-0.19) (-0.19) (-0.23) 

Number of carriers 0.00 0.00 -0.01 

(0.00) (-0.01) (-0.01) 

Hospital price index 0.05*** 0.01 

(-0.02) (-0.03) 

Medicare cost index 0.00 -0.09 

(-0.08) (-0.09) 

Percent obese 0.35 0.38 

(-0.29) (-0.28) 

Health score (Blue Cross Blue Shield) 0.88 1.4 

(-0.77) (-0.94) 

Opioid prescription rate 0.01 0.01 

(-0.03) (-0.03) 

Median income 0.07 0.19** 

(-0.06) (-0.09) 

Percent uninsured (pre-ACA) 0.28 0.16 

(-0.3) (-0.36) 

Population (logged) 0.00 -0.02** 

(-0.01) (-0.01) 

Unemployment rate 0.14 0.62 

(-0.37) (-0.58) 

State fixed effects Y Y Y 

Rural-urban fixed effects Y Y 

Age brackets Y Y 

Education controls Y Y 

Race controls Y Y 

Observations 360 360 360 360 

R-squared 0.01 0.69 0.72 0.9 

Note: *p  < 0.1 **p < 0.05 ***p < 0.01. Unit of analysis is the rating area. Column 1 displays 
bivariate association between Republican 2012 vote share and premium growth from 2014 to 
2017 on SHOP marketplaces. Columns 2 and 3 present covariate-adjusted model specifications. 
Column 4 presents covariate-adjusted estimate for individual marketplace restricting to rating 
areas where SHOP plans were offered. Robust standard errors are used. 

Sources: Healthcare.gov, Kaiser Family Foundation, US Census Bureau, County Health 
Rankings, US Department of Agriculture, Blue Cross Blue Shield, Dave Leip’s Atlas of US 
Presidential Elections. 
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(1) demonstrating the bivariate association, column (2) including state 

fixed effects, insurer competition, and deductible controls, and column (3) 
including a wider array of covariates. Estimates are null across each of 

these specifications. To be sure that differences in sample are not driving 
the differences in estimates, I estimate the fully covariate-adjusted model 

for individual marketplaces, but restrict to the sample of rating areas 
included in the placebo analysis.15 Estimates presented in column (4) of 
table 2 show that individual marketplace results are robust to this sample 

restriction. 
This is an imperfect placebo test due to differences in composition of 

enrollees in the individual versus SHOP marketplaces. Thus, the com
parison relies on the untestable assumption that a hypothesized confounder 

applies to people in both the individual and SHOP marketplaces. Despite 
this caveat, the comparison contributes to the evidence indicating the 

association between partisanship (proxied with vote share) and premium 
growth is driven by the proposed theory. 

Effect Timing 

The timing of the emergence of associations between Republican vote 
share and ACA marketplace premiums is also consistent with the proposed 

mechanism. Using the fully covariate-adjusted specification reported in 
column (3) of table 1, figure 3 charts the association between Republican 

vote share and average silver-level marketplace premiums in each year of 
marketplace operation between 2014 and 2017. The figure demonstrates 

no association between Republican vote share and premiums in 2014, and 
a marginal association in 2015 and 2016. In 2017, the estimate jumps 
sharply, with a 10-point difference in Republican vote share associated 

with an approximately $12 difference in the average monthly silver-level 
premium. 

This pattern is attributable to a combination of the timing of availability 
of enrollee information for insurers and the expiration of regulations that 

resulted in greater insurer financial exposure to the health spending of their 
enrollees. At the time of rate-setting in 2015, insurers did not have the 

claims information for their 2014 enrollees, and could only make adjust
ments to premiums based on the age and gender composition of 2014 

enrollees (AAA 2014). The small effect in 2015 likely reflects adjustments 
insurers made based on levels of enrollment. 

15. The sample difference is due to the fact that SHOP plans were only offered in 360 rating 
areas in each year from 2014 to 2017. 
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Figure 3 Association between Republican vote share and premiums: 
2014–2017. Estimated effect of a 10-point difference in Republican vote 
share on average monthly silver-level premiums in the first 4 years of the 
ACA marketplaces. Estimates derived from covariate-adjusted model 
analogous to column 3 of Table 1. Unit of analysis is the rating area. 
Confidence intervals were calculated with robust standard errors 

In setting 2016 premiums, insurers did have information regarding the risk 
profiles of their 2014 enrollees. However, the American Academy of Actu

aries, in their issue brief on 2016 premiums, cautioned that there remained 
considerable uncertainty in applying 2014 claims data. For one, many 2014 

enrollees were only enrolled for part of the year, and these enrollees may have 
had systematically different risk profiles than full-year enrollees. In addition, 

due to pent-up demand, 2014 enrollees were expected to be systemati
cally more expensive than future enrollees. In the 2017 rate setting, beyond 
receiving 2015 claims data, insurers received aggregate market-wide claims 

data that allowed them to compare their risk relative to the broader mar
ketplace. Given high levels of turnover in the individual market (AAA 2016), 

receiving broader marketplace risk profile data from 2015 likely gave 
insurers a more reliable estimate of their own 2017 risk profiles. 

In addition to changes in the information environment, changes in the 
regulatory environment from 2016 to 2017 interacted with enrollee risk 

profiles and the availability of claims information. Until 2017, insurers 

Downloaded from https://read.dukeupress.edu/jhppl/article-pdf/doi/10.1215/03616878-7785787/681918/7785787.pdf
by guest 

https://read.dukeupress.edu/jhppl/article-pdf/doi/10.1215/03616878-7785787/681918/7785787.pdf


on 11 September 2019

Trachtman - Polarization, Participation and Premiums 869 

were compensated for high-risk enrollees through three programs: risk 

adjustment, reinsurance, and risk corridors (Cox et al. 2016). In the 2017 
marketplace, the only remaining program transferring funds from low-risk 

profile to high-risk profile insurers was risk adjustment. However, the for
mulas used to compensate high-risk insurers have been shown to only explain 

a small portion of the variation in health spending (CMS 2016). The expi
ration of reinsurance, in particular, was predicted to have a large effect on 
insurer exposure to enrollee health spending (Blase, Badger, and Haislmaier 

2016). The combination of more accurate information on enrollee health 
spending and increased exposure to enrollee health spending led insurers to 

increase premiums from 2016 to 2017 to be more in line with actual risk. 

Accounting for Alternative Explanations 

In observational empirical work there is always the possibility that asso
ciations between variables are driven by unobserved factors. In this sec

tion, I outline some alternative explanations that could drive the observed 
results, and discuss why the evidence suggests they are unlikely. 

First, there are potential issues with the measurement of both treatment 

and outcome variables. With respect to the outcome variable, it is pos
sible that the differences in average premium growth observed across 

Democratic- and Republican-voting rating areas could reflect over-time 
changes in the characteristics of plans sold in these areas (although esti

mates are adjusted by growth in average deductibles in rating-area-level 
models). To account for this potential problem, I investigate the relationship 

between partisanship and premium growth to specific plans sold in multiple 
years on the marketplaces.16 As demonstrated in appendix C, within-plan 
analysis produces similar results as the main rating-area-level analysis. 

With respect to treatment, it is possible that there are particular idio
syncrasies in the 2012 election returns that might influence results. As 

a robustness check, I run the main analysis using average county-level 
Republican vote share across the 2004, 2008, and 2012 presidential elec

tions. As demonstrated in appendix D, estimated treatment effects are 
larger using this measure of county-level partisanship, perhaps because 

averaging across elections provides a more precise measure of county-
level partisanship. 

Second, results could be biased by omitted variables. A set of omitted 
variables capable of driving the documented findings would have to have 

16. Since in this formulation the treatment and outcomes are at different levels—rating area 
versus plan—I use a multilevel model to estimate the treatment effect of interest. 
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elements highly correlated with both underlying health spending and 

Republican voting, but be largely uncorrelated with premiums insurers set 
in 2014 and the array of included covariates. In addition, based on the 

placebo analysis, this set of omitted variables would have to apply only 
to ACA marketplace enrollees and not SHOP enrollees. While this is pos

sible, it seems unlikely given the strong theoretical reasons to expect to 
observe the documented effects based on geographic variation in enroll

ment by voting (Lerman, Sadin, and Trachtman 2017). 

A third potential source of bias is nonlinearity in the relationship 
between the treatment variable (Republican vote share) and premium 

growth. To investigate the functional form of this relationship, I model a 
flexible relationship between premium growth and Republican vote share 

and covariates using a generalized additive model (Hastie and Tibshirani 
2004). appendix F indicates, even after relaxing the linear constraint on the 

relationship between Republican vote share and premium growth, the 
estimated relationship appears highly linear. 

A fourth potential source of bias is that the statistical models used 
to adjust for differences in Republican and Democratic areas were selected 
in a biased manner from the set of plausible models. To demonstrate that the 

results are robust to a variety of model specifications, I use Bayesian model 
averaging (BMA), a technique that deals with model selection uncertainty 

by averaging over a set of possible models (Montgomery and Nyhan 2010). 
The BMA algorithm employed constructs a weighted average of parameter 

estimates across possible model specifications, where the weights are a 
function of the estimated likelihood of each model generating the observed 

data. Using this algorithm, I generate credible intervals for the parameter 
of interest, the association between Republican vote share and premium 
growth. Plots of the estimated distribution of the treatment effect, presented 

in appendix G, indicate a robust relationship consistent with the main 
results. 

Generalizability 

There are three main scope conditions for the particular effects docu

mented here. First is the extremely polarized nature of the ACA. Indeed, 
the ACA has remained highly polarized since its passage along party 

lines in 2010.17 Were the ACA broadly popular, we would be unlikely to 

17. See www.kff.org/interactive/kaiser-health-tracking-poll-the-publics-views-on-the-aca/#?resp 
onse=Favorable&aRange=all&group=Party%2520ID::Democrat::Independent::Republican. 
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see the Republican under-enrollment that drives the theoretical mecha

nism explored here. 
Second is the voluntary, market-based structure of the ACA’s individual 

health insurance reforms. The relationship between regional partisanship 
and premium growth is driven by adverse selection in insurance markets. If 

individuals had less choice with respect to their coverage options, or were 
the ACA marketplaces more highly regulated, we would be less likely to 
observe the documented effects. 

Third is the variable generosity of benefits under the ACA. One impor
tant feature of the structure of the ACA is that, for many potential bene

ficiaries, the benefits of marketplace insurance might not be dramatically 
greater than the costs. Higher-income and healthier potential beneficiaries 

might prefer paying the relatively low penalty to purchasing marketplace 
insurance, especially if they oppose the policy.18 Indeed, Sances and 

Clinton (2019) find that while Republicans were less likely to enroll in 
ACA marketplaces insurance, they were just as likely as Democrats to 

take advantage of Medicaid expansion —a more generous benefit than 
the marketplaces. 

While the particular interaction between partisan enrollment and 

adverse selection documented here is likely not generalizable to most other 
policies, there is reason to believe some policies could be subject to similar 

effects. Political polarization shows no signs of abating (Pew Research 
Center 2014), so any major policies enacted in the near future are likely to 

be highly polarized. In addition, market-based policies that expand the 
scope of government while maintaining a prominent role for private 

companies can be an attractive alternative to direct government service 
expansion for the moderates in Congress that often cast pivotal votes 
(Mettler 2011). 

Moreover, while the particular market-distorting mechanisms high
lighted here would only apply to highly polarized, market-based policies, 

we might expect partisan uptake to pose different types of problems for 
other policy designs featuring voluntary participation. For instance, parti

san uptake could reduce the effectiveness of policies that feature increas
ing returns to scale. We might imagine a potential government-sponsored 

training program suffering from lower participation and higher per-
individual costs. 

Finally, it may be that these results hold only for the 33 states that used 
Healthcare.gov from 2014 through 2017, and are not generalizable to 

18. In 2017, the penalty for noninsurance was the higher of 2.5% of household income or $695 
per adult and $347.50 per child. The penalty will be eliminated as of 2019. 
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SBMs. One reason to think this may be the case is that Republicans are 

more likely to be confident in the successful implementation of an SBM 
than an FFM (Dropp, Jackman, and Jackman 2013). Republicans who are 

more confident in the successful implementation of marketplaces might 
be more likely to enroll, which would potentially mute the effects observed 

for FFMs. More data collection and research is required to explore the 
degree to which the effects documented here are generalizable to states 
with SBMs. 

Discussion 

In this article, I propose that partisan uptake in ACA individual marketplaces 

has important consequences for the broader affordability of marketplace 
plans due to the logic of adverse selection. To the degree it was unanticipated 

by insurers, this dynamic would lead to, holding other factors constant, 
greater premium growth in areas with more Republican voters. I demon

strate a robust empirical association between Republican 2012 vote share 
and individual marketplace premium growth, and use a variety of statistical 
methods and placebo analysis to provide evidence against confounding. 

The effects documented are, in addition to being statistically signifi
cant, substantively meaningful. In the preferred model specification, a 10

percentage-point difference in rating area level Republican vote share is 
associated with a $144 yearly difference in average silver-level premiums. 

At first glance, these costs appear relatively minor, especially since they 
would only be borne by the 1.5 million (as of 2017) unsubsidized mar

ketplace enrollees.19 There are reasons to believe, however, that they are 
actually quite consequential. 

First, there is evidence that “sticker” prices influence both subsidized 

and unsubsidized consumers’ attitudes toward the marketplaces—and 
their voting behavior (Kogan and Wood 2019). To the extent this is true, we 

must pay attention to the political effects of price increases for both sub
sidized and unsubsidized consumers. Second, even if most consumers are 

not affected by premium increases due to subsidies, premium growth on the 
marketplaces increases the federal government’s budgetary obligation to 

pay those subsidies. 
Third, and most importantly, it is likely that the analyses presented here 

underestimate the broader negative effect of partisan uptake on the ACA 

19. See www.kff.org/health-reform/issue-brief/data-note-changes-in-enrollment-in-the 
-individual-health-insurance-market/. 
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marketplaces. Findings demonstrate disproportionate premium growth in 

areas with more Republican voters driven by partisan uptake. Yet, partisan 
animosity toward the ACA, corresponding to lower rates of Republican 

enrollment, likely worsened risk pools and pushed premiums up in both 
Democratic- and Republican-leaning areas. Parsing out the full effects of 

partisan uptake on the marketplaces would require comparing Republican 
under-enrollment to potential Democratic over-enrollment, which is not 
feasible with the publicly available data used here. More comprehensive 

economic analysis of individual level data will be required to estimate the 
broader effect of partisan uptake on the marketplaces. 

In addition to its substantive significance, this work also has theoretical 
implications for the study of policy feedback. To the extent that policy 

experience affects political attitudes (Pierson 1993), the findings suggest 
a type of self-fulfilling prophecy. Individuals living in areas with large 

numbers of Republican voters experience a less affordable ACA due to the 
uptake behavior of the Republicans around them. The equilibrium effect is 

that Republicans, who are already disinclined to favor the ACA, experience 
a less affordable ACA than Democrats. But more broadly, this suggests a 
limitation to policy feedback effects in a polarized environment. Polarized 

policies, depending on their design, may perform poorly, and fail to pro
duce gains for their political champions (Galvin and Thurston 2017). 

Moreover, in cases where policy success depends on participation, strategic 
opposition politicians would have an incentive to stoke negative policy 

attitudes and blame political rivals for policy failures. 
There are a number of promising avenues for future research. Most 

basically, future work might investigate the effects of variation in policy 
experience like differential growth in premiums on aspects of political 
behavior. In addition, future scholarship might explore other mecha

nisms besides participation through which negative partisanship condi
tions policy feedback effects. For one, even those citizens who do take up 

public policies may be resistant to updating their policy attitudes. Second, 
in a polarized environment, state governments controlled by the opposition 

might be generally disinclined to cooperate with the federal government on 
policy implementation (Jones, Bradley, and Oberlander 2014). Lack of 

cooperation from state governments could mute policy feedback effects to 
the degree that it worsens policy performance (Zhu, Polsky, and Zhang 

2018). 
This work also has practical implications for policymakers. Policy

makers should consider how policy could be designed to be more robust 

to the effects of negative partisanship. With respect to the ACA, insurers 
could be prohibited from selling individual plans off-marketplace, a 
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regulation already in place in Vermont and Washington, DC. Prohibit

ing off-marketplace sales would push wealthier Republicans from off-
marketplace to on-marketplace plan choices, balancing out the risk pool in 

more Republican areas. In addition, a steep penalty for not purchasing 
insurance could be used to strongly deter people from failing to take up 

coverage on ideological grounds. 
More generally, policymakers might consider design choices that pre

vent a policy from remaining highly polarized years after its enactment. 

By delegating authority to the state level, the architects of the ACA pro
vided opponents of the policy an institutional venue to challenge the law 

(Oberlander 2016), which likely increased the endurance of the ACA’s 
salience and polarization. Policymakers might also consider design choi

ces that would be less subject to partisan uptake. As Sances and Clinton 
(2019) show, the ACA’s Medicaid expansion did not feature partisan 

uptake, perhaps due to the generosity of benefits. Moreover, even if there 
were partisan uptake, it would not have affected the broader performance of 

the policy due to the lack of market mechanisms. 

n n n 
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Appendix A Summary Statistics 

Variable Mean Std. Dev. Source 

Average silver premium 2014 262.43 52.95 Healthcare.gov 

Average silver premium 2017 352.65 61.01 Healthcare.gov 

Average silver deductible 2014 2999.07 827.35 Healthcare.gov 

Average silver deductible 2017 3799.47 893.4 Healthcare.gov 

Number insurers 2014 3.01 1.68 Kaiser Family Foundation 

Number insurers 2017 2.28 1.35 Kaiser Family Foundation 

Hospital price index 8.74 0.26 Dafny et al. (2015) 

Medicare cost index 9.1 0.11 Dartmouth Atlas of 

Healthcare 

Percent obese 0.31 0.04 County Health Rankings 

Health score (Blue Cross 

Blue Shield) 

0.92 0.01 Blue Cross Blue Shield 

Opioid prescription rate 94.43 29.18 Centers for Disease 

Control and Prevention 

Median income 10.73 0.18 USDA 

Income growth (2013–2016) 0.09 0.05 USDA 

Percent uninsured (pre-ACA) 0.19 0.05 County Health Rankings 

Population (logged) 12.41 1.27 US Census 

Unemployment rate 0.08 0.02 USDA 

Percent age 20–24 0.07 0.02 US Census 

Percent age 25–34 0.12 0.02 US Census 

Percent age 35–44 0.12 0.01 US Census 

Percent age 45–64 0.27 0.03 US Census 

Urban-rural continuum code 3.36 1.8 USDA 

Percent high school graduate 0.79 0.09 County Health Rankings 

Percent some college 0.55 0.1 County Health Rankings 

Percent African American 0.14 0.14 County Health Rankings 

Percent Hispanic 0.09 0.13 County Health Rankings 

Percent White 0.73 0.18 County Health Rankings 
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Appendix B Covariate Overlap 

Note: Scatterplots at the rating area level for key covariates, with Republican 2012 vote share on 
the X-axis, and the covariate of interest on the Y-axis. 
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Appendix C Plan-Level Estimates 

Individual 

Marketplace 

(1) 

SHOP 

Marketplace 

(2) 

Republican 2012 vote share 0.41*** 0.11 

(0.17) (0.08) 

Average silver deductible growth 0.92 -0.12 

(4.82) (1.65) 

Number of carriers -0.02 0 

(0.04) (0) 

Hospital price index -0.2 -0.15* 

(0.15) (0.08) 

Medicare cost index 0.71 -0.03 

(0.49) (0.26) 

Percent obese 2.57 0.15 

(1.45) (0.75) 

Health score (Blue Cross Blue Shield) 0.14 0.12 

(0.45) (0.23) 

Opioid prescription rate -0.05 -0.06 

(0.12) (0.06) 

Median income -1.49*** -0.12 

(0.6) (0.28) 

Percent uninsured (pre-ACA) 0.01 0 

(0.01) (0.01) 

Population (logged) -0.78 0.69 

(1.09) (0.41) 

Unemployment rate 2.11 -0.01 

(2.24) (1.15) 

State fixed effects Y Y 

Rural-urban fixed effects Y Y 

Age brackets Y Y 

Education Y Y 

Race Y Y 

Observations 2933 2529 

Number of rating areas 261 263 

Note: *p  < 0.1 **p < 0.05 ***p < 0.01. Unit of analysis is the health insurance plan. Column 1 
displays results from multilevel model estimating association between Republican 2012 vote 
share at rating area level and plan-level premium growth for individual marketplaces. Column 2 
presents analogous estimates for SHOP marketplaces. County and rating area level random 
intercepts are estimated. 
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Appendix D Election Average Robustness Check 

OLS 

(1) (2) (3) 

WLS 

(4) (5) 

Republican vote share 0.71*** 0.3*** 0.35*** 0.35*** 0.41*** 

(2004–2012) (0.12) (0.07) (0.12) -0.1 -0.11 

Average silver deductible -0.5** -0.58*** 0.13 -0.04 

growth (0.23) (0.22) (0.25) (0.26) 

Number of carriers -0.03*** -0.02** -0.04*** -0.02** 

(0.01) (0.01) (0.01) (0.01) 

Hospital price index 0.01 0.06 

(0.03) (0.04) 

Medicare cost index -0.08 -0.05 

(0.09) (0.11) 

Percent obese 0.47 0.17 

(0.28) (0.32) 

Health score (Blue Cross 1.85* 1.52 

Blue Shield) (0.95) (0.99) 

Opioid prescription rate 0.02 0.05 

(0.03) (0.03) 

Median income 0.18** 0.2** 

(0.09) (0.1) 

Percent uninsured 0.25 0 

(pre-ACA) (0.35) (0.38) 

Population (logged) -0.02** -0.01 

(0.01) (0.01) 

Unemployment rate 0.46 0.87** 

(0.57) (0.41) 

State fixed effects Y Y Y Y 

Rural-urban fixed effects Y Y 

Age brackets Y Y 

Education controls Y Y 

Race controls Y Y 

Observations 391 391 391 391 391 

R-squared 0.06 0.87 0.89 0.92 0.94 

Note: *p  < 0.1 **p < 0.05 ***p < 0.01. Unit of analysis is the rating area. Column 1 displays 
bivariate association between Republican 2012 vote share and premium growth from 2014 to 
2017 on ACA individual marketplaces. Columns 2 and 3 present covariate-adjusted model 
specifications. Columns 4 and 5 present specifications with CBPS weights for continuous matching. 
Robust standard errors are used. 
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Appendix E Income Growth Robustness Check 

OLS 

(1) (2) (3) 

WLS 

(4) (5) 

Republican 2012 vote share 0.7*** 0.28*** 0.32*** 0.26*** 0.31*** 

(0.11) (0.07) (0.12) (0.08) (0.11) 

Average silver deductible -0.49** -0.57*** 0.07 -0.12 

growth (0.23) (0.22) (0.24) (0.25) 

Number of carriers -0.03*** -0.02** -0.04*** -0.02** 

(0.01) (0.01) (0.01) (0.01) 

Hospital price index 0.01 0.06** 

(0.03) (0.03) 

Medicare cost index -0.09 -0.09 

(0.09) (0.1) 

Percent obese 0.43 0.16 

(0.29) (0.3) 

Health score (Blue Cross 1.8* 1.39 

Blue Shield) (0.95) (0.94) 

Opioid prescription rate 0.02 0.05 

(0.03) (0.03) 

Median income 0.17* 0.18** 

(0.09) (0.09) 

Income growth (2013–2016) -0.09 0 

(0.11) (0.1) 

Percent uninsured (pre-ACA) 0.23 -0.17 

(0.35) (0.36) 

Population (logged) -0.02** -0.02** 

(0.01) (0.01) 

Unemployment rate 0.43 0.75** 

(0.56) (0.35) 

State fixed effects Y Y Y Y 

Rural-urban fixed effects Y Y 

Age brackets Y Y 

Education controls Y Y 

Race controls Y Y 

Observations 391 391 391 391 391 

R-squared 0.07 0.87 0.89 0.92 0.94 

Note: *p  < 0.1 **p < 0.05 ***p < 0.01. Unit of analysis is the rating area. Column 1 displays 
bivariate association between Republican vote share, averaged across the 2004, 2008, and 2012 
elections, and premium growth from 2014 to 2017 on ACA individual marketplaces. Columns 2 
and 3 present covariate-adjusted model specifications. Columns 4 and 5 present specifications 
with CBPS weights for continuous matching. Robust standard errors are used. 
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Appendix F GAM Plot 

Note: Figure plots the predicted relationship from GAM model between Republican vote share 
and premium growth for the average silver plan at the rating area level, where the y-axis is scaled to 
have mean 0 and standard deviation equal to the standard deviation of Republican vote share. 

Source: Healthcare.gov (n = 391). 
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Appendix G Bayesian Model Averaging Plot 

Note: Figure plots the posterior distribution of the estimated effect of Republican 2012 vote 
share on the average silver plan at the rating area level. Posterior distributions are derived from 
Bayesian Model Averaging procedure. 

Source: Healthcare.gov (n = 391). 
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F R O M  S A F E T Y  N E T  T O  S O L I D  G R O U N D  

Safety  Net Access in the Context of the

Public Charge Rule  

 

Voices  of  Immigrant Families  

Hamutal Bernstein, Sara McTarnaghan, and Dulce Gonzalez 

August 2019 

Growing evidence shows chilling effects in the current immigration policy context, 

whereby immigrant families are avoiding participation in public programs and other 

routine activities in their communities because of immigration concerns (Bernstein et al. 

2019a, 2019b). Proposed changes to the public charge rule have contributed to this 

context. The changes, proposed in fall 2018, would alter how green card applications are 

assessed and would expand the definition of public charge to include receipt of noncash 

benefits, such as the Supplemental Nutrition Assistance Program (SNAP) and Medicaid. 

To provide a window into chilling effects resulting from the proposed rule and their 

consequences, this brief shares insights from in-depth interviews conducted in March 

2019 with 25 adults in immigrant families who reported that they or a family member 

avoided participating in noncash benefit programs in 2018 for fear of risking future 

green card status. The study highlights fear and confusion about the proposed public 

charge rule, a reliance on the media for information with few people seeking 

professional advice, and hardship for children and adults after losing access to public 

supports. 



  
 

    We identified several findings: 

◼ Experiences of chilling  effects on the  ground   

» 	 Chilling effects  appeared to be  “spilling  over” beyond  those  directly affected  by the  public 

charge  rule (immigrants who do not yet have a green card).  Interviewees described  a wide  

range of people  experiencing chilling  effects, including foreign-born people  without green 

cards, green card holders,  and  naturalized  and US-born citizens.  

»  Whether to participate  in programs  was  often  a  family decision  made together with  

relatives. Children’s well-being was a frequent consideration.  

»  Interviewees most commonly avoided participation in SNAP and/or  Medicaid.  Some  

interviewees raised concerns about additional programs not listed  in the proposed rule.  

» 	 Many interviewees indicated they heard about the proposed change to the public charge  

rule sometime  in the previous year. They  described a new and  higher level of concern about 

participation in public assistance  in 2018,  which they linked  explicitly to talk about a new  

rule that would penalize immigrant families for  safety net participation.  

◼ Access to information and  decisionmaking about public charge  

» 	 Interviewees voiced fear and confusion about the basic features of the proposed  rule. This  

included  uncertainty about  who the rule would  apply to and whether it would apply  to 

current green card holders and citizenship applicants,  when it would  be  enforced,  and  

which public programs would be considered.  

» 	 Most interviewees decided  not to participate in programs given uncertainty about the  rule  

and potential risks.  

» 	 Interviewees mainly  reported  the news media as  their principal source  of information on  

the proposed  rule,  though they also received  information from  relatives  and  social 

networks.  

» 	 Interviewees rarely mentioned  people  seeking professional  legal advice; when they did,  

most  reported  that  lawyers  advised  against  participating  in public programs.  Interviewees 

also rarely mentioned consulting professionals in community-based organizations or  

government offices.  

◼ Impacts of chilling  effects and  losing  access to benefits  

» 	 Interviews suggested that as adults in immigrant families decided whether to  disenroll from 

or opt out of public programs for which  they or their  relatives may have  been  eligible, most 

were aware  of  and concerned about the financial, physical, and/or mental health  

implications  for themselves and their children.  

» 	 Most interviewees who  reported  losing access to benefits  cited  resulting  financial, 

emotional, and/or physical  hardship.   

»  Interviewees most frequently cited insufficient resources for  food  and adequate  nutrition  

as consequences of stopping program participation.  Many interviewees described coping  
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mechanisms like  reduced spending on food, changing diets, and pursuing charitable  

resources,  such as food  banks.  

»  Reduced access to medical care was the second-most-prevalent impact described.  

Interviewees noted  that people who  dropped  Medicaid were forgoing treatment for  

chronic conditions and preventive medical care.  

»  Interviewees emphasized the financial stress many families are facing  and the  key  role  

public assistance can play in filling  gaps for those with low incomes.  

»  Interviewees suggested the  current immigration policy climate, including the proposed  

public charge  rule, is creating fear, stress, and  emotional hardship for families.  

Background 

The  current administration has advanced sweeping changes to federal immigration policy, including  

heightened immigration enforcement, termination of temporary protections against deportation, and  

cuts to refugee and asylee admissions  (Pierce 2019).  In 2018, the  administration also proposed  

expanding the criteria  used in “public charge” determinations, in which immigration officials may deny  

applications for  lawful permanent residency (green cards) or temporary visas to immigrants deemed  

“likely to become a public charge.”1   

The new approach would make it more difficult for immigrants to get green cards or temporary 

visas if they have received or are deemed likely to receive cash and/or noncash public benefits. 

Departing from past practice where only primary reliance on cash benefits or long-term medical 

institutionalization were considered in public charge determinations, under the proposed rule, officials 

would consider an applicant’s use of either cash or noncash benefits as “negative factors,” as well as 

several personal characteristics, including income level, age, English proficiency, educational 

attainment, employment status, family size, health status, credit score, and other financial resources. 

The proposed rule, posted for public comment in October 2018, expanded the list of benefits to be 

considered in future public charge determinations to include SNAP, nonemergency Medicaid, Section 8 

housing assistance, public housing, and subsidies for drug benefits under Medicare Part D. 

In the context of the proposed rule and other immigration policy developments, immigrant-serving 

organizations are reporting heightened reluctance and fear in immigrant communities to receive public 

benefits for which adults and children may be eligible (Greenberg, Feierstine, and Voltolini 2019). A 

recent Urban Institute brief offering the first national estimates of these “chilling effects” found that 

one in seven adults in immigrant families reported that they or a family member avoided a noncash 

benefit program in 2018 for fear of risking future green card status (Bernstein et al. 2019b). 

The proposed revisions to the public charge rule are likely exacerbating immigrant families’ 

avoidance of public benefits. Research has shown that eligible immigrant children and families face 

multiple barriers to participation in public programs, such as language or cultural barriers, lack of 

information, fears about immigration consequences and future opportunities to naturalize, or varying 

program eligibility statuses in multiple-status households, which contain multiple immigration or 



             
 

 

     

    

  

  

   

       

     

  

  

       

       

     

       

       

     

       

    

       

     

  

   

    

    

     

   

     

     

     

citizenship statuses (Fix and Zimmerman 1999; Fortuny  and Chaudry  2011),  in addition to service  

providers’  logistical  and administrative challenges (Fortuny and Pedroza 2014).  Other literature has  

focused  on immigration  enforcement initiatives’ impacts  on families’ reduced access to safety net 

programs like  Medicaid (Alsan and Yang 2018; Vargas 2015; Watson  2014). Lack of access to safety net 

programs to meet basic needs may have  adverse health  and well-being consequences for children and  

adults in these families and their communities (Pati and  Danagoulian 2011; Van Hook and Balistreri 

2006).2   

Eligibility for many public programs is limited for noncitizens; green card holders must wait five 

years before becoming eligible for federal benefits, and temporary visa holders and undocumented 

immigrants are ineligible for federal programs. The 1996 Personal Responsibility and Work 

Opportunity Reconciliation Act established the five-year waiting period and gave more autonomy to 

states to determine their policy priorities for public benefits. Several states chose to fill health coverage 

or nutrition assistance gaps with state-funded programs during the five-year waiting period but were 

largely barred from spending federal funds on noncitizens deemed unqualified under the new law. All 

noncitizens, regardless of immigration status, are eligible for emergency medical care under Medicaid, 

public health programs that offer immunizations and treatment of communicable diseases, noncash 

disaster relief, school breakfast and lunch programs, and assistance through homeless shelters or soup 

kitchens available to the community. Though people may be ineligible for federally funded benefits, 

some may be eligible for other programs and supports in certain states or localities. 

People may be confused about the details of the public charge rule for several reasons, not least 

because of the rule’s complicated nature and the uncertainty around if and when it will be implemented. 

The maze of eligibility rules is one barrier to immigrant families’ access to the safety net (Fortuny and 

Chaudry 2011), shaping the larger context for recent developments over the proposed rule. In addition, 

people may not understand the distinction between emergency and comprehensive Medicaid coverage, 

which has much more restrictive eligibility for immigrants than emergency Medicaid coverage. Green 

card holders may mistakenly believe the naturalization process includes a public charge test. Though 

the proposed rule specifies otherwise, immigrants may not know whether program receipt by their 

eligible US-citizen children would be considered in a public charge determination, nor understand the 

distinction between Medicaid and the Children’s Health Insurance Program (CHIP). 

Immigrant families often include various immigration, residency, and citizenship statuses, such as 

US-born and naturalized citizens, green card holders, and people who lack permanent residence. These 

families are often referred to as “mixed-status” or “multiple-status” families. In this brief, we use 

“multiple-status,” because “mixed-status” most commonly refers specifically to households including 

undocumented immigrants (Passel and Cohn 2009). Urban Institute research has shown chilling effects 

are spilling over beyond those directly affected by the public charge rule (future green card applicants) 

to families of green card holders and naturalized citizens (Bernstein et al. 2019a, 2019b). 

In addition, other  emerging  immigration and  public charge–related policy developments may  

further expand chilling  effects. These  include a potential  Department of Justice  rule  on deporting  green 

card  holders on public charge grounds,3  a new memorandum threatening financial consequences for  
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family sponsors whose  relatives receive public assistance,4  and  continued efforts to restrict access for  

asylum seekers at the southern border, alongside  expanded  enforcement efforts within the US.5  

Research Approach 

This brief  provides a qualitative study complementing findings from survey  data collected  through  the  

Well-Being and Basic Needs Survey (WBNS), a nationally representative, internet-based survey of 

adults ages 18 to 64,  drawn from Ipsos’s  KnowledgePanel.6  The December  2018 round  of  the WBNS  

included an oversample  of noncitizens, capturing  nearly  2,000 nonelderly adults who are foreign born 

or live with one  or  more foreign-born family members (hereafter called  “adults in immigrant families”).  

The survey included a module of questions focused on how immigrant families are perceiving and  

responding to the current immigration climate, including awareness of the proposed public charge  rule,  

avoidance  of public  programs, and  changes to routine activities  and  reluctance to interact with public 

authorities.7  

To learn more about families’ experiences, our research team conducted follow-up telephone 

interviews with 25 of the 138 survey respondents who reported chilling effects, meaning they or a 

family member avoided participating in noncash public programs in 2018 (Medicaid or CHIP, SNAP, or 

housing assistance) because of worries about future green card status, and had indicated willingness to 

participate in a follow-up interview. A respondent could have defined family as both their immediate 

family and other relatives living with them or in another household. 

We designed recruitment to capture variation in interviewees, with three criteria: 

1.	 Survey language (English or Spanish) 

2.	 Family immigration and citizenship status configuration: all foreign-born family members were 

naturalized US citizens, all foreign-born noncitizens had green cards, all foreign-born 

noncitizens lacked lawful permanent residence (green cards), or members had a mix of 

immigration and citizenship statuses (e.g., US-born respondents living with foreign-born family 

members) 

3.	 Medicaid or CHIP chilling effects specifically reported for children 

Using  a recruitment script developed  by the Urban team, Ipsos staff attempted to contact by  

telephone  112 of the  138 Spanish- and English-speaking respondents fitting these  criteria to invite  

them to participate in a qualitative telephone interview. Of the 112  respondents, 5  (4.5 percent)  refused  

to participate in the study.8  

Ipsos successfully scheduled 32 respondents for an interview, 25 of which were successfully 

reached and interviewed. The semistructured telephone interviews were 25 minutes long, conducted in 

Spanish or English, and included questions on 
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◼ interviewees’ and their family members’ decisions not to participate in public assistance  

programs,  

◼ their access to and use of safety net programs, 

◼ the decisionmaking process and sources of information consulted when considering program 

participation, 

◼ their awareness of the proposed public charge rule, 

◼ the impacts of losing access to public programs and coping strategies employed, and
 

◼ other effects of the immigration policy climate on their families and their communities.
 

The Urban Institute’s Institutional Review Board reviewed and approved the study. We assured 

respondents of protections to their confidentiality and have taken care in reporting results to protect 

their anonymity by excluding any information that could identify them. 

The 25 interviewees were diverse in terms of states of residence, immigration and citizenship 

statuses, and ages. See all demographic details of the interviewee pool in table 1 at the end of this brief. 

Interviewees lived all over the country, with one-third in California and the next largest numbers in 

Florida and Texas. Others lived in Colorado, New Jersey, New York, North Carolina, Pennsylvania, and 

Virginia. All lived in a metropolitan statistical area. Sixteen were female, and 17 were of Hispanic origin 

and primarily spoke Spanish. Most had multiple household members and were married. Ten were 

foreign born and not permanent residents or naturalized citizens, among them an asylee, an asylum 

seeker, and an interviewee with expired temporary protected status; most of the remaining 

interviewees were permanent residents or naturalized citizens, and two were born in the US (living with 

foreign-born family members). 

During  the  follow-up  interviews, six interviewees indicated  they or  their  family members had  not  

decided  to avoid  participation  in  noncash  public programs  because  of  immigration concerns.9  There are  

several  possible  explanations for  a mismatch between respondents’ WBNS responses  and the  

information they shared  during the follow-up  interview, including potential misunderstanding  of the  

original survey question, as well  as mode  effects whereby respondents may have been less likely to  

reveal sensitive information in a one-on-one  interview versus an online survey.  For analyses  in  the first 

and third section  of this brief  on  direct  experiences and  consequences  of chilling  effects, we  excluded  

these  six interviewees and focused only on the pool who indicated  chilling  effects in their family.  

However,  we  kept these interviewees in our  analyses in  other portions of the  brief  because  they shared  

valid  information on  access to information  and  impacts  for  other  community  members,  as well  as 

perceptions of other effects  of immigration policies  in their personal  networks and communities.  

Strengths and Limitations 

Our study explores respondents’ perspectives and  is limited to what they were  willing to share in the  

context of a telephone interview with  a professional  researcher. The  qualitative  results do not provide a 

nationally representative sample,  but they illuminate details  of lived  experiences and fill in the “how,” 
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“why,” and “when”  to complement quantitative  survey results. When analyzing  interview transcripts, we  

looked  for patterns and frequency of types of responses and  are careful to accurately describe the  

magnitude of responses. We used the following  benchmarks for  our reporting: “a few” was two to three  

interviewees,  “some” was four to  six,  “many” was seven to twelve, and “most” was thirteen or  more. We  

include direct quotations,  and where  relevant, provide  both  the original Spanish and an English 

translation.  Two-thirds of all interviews were conducted in Spanish.   

Qualitative  data can  provide a check on  quantitative data by serving a validation  role for purposes 

of continuous improvement. For  example, the in-depth interviews suggested  some  respondents 

misreported  their citizenship or immigration status  in the WBNS.10  As expected,  some  adults with  more  

vulnerable immigration statuses tended  to report a “safer” citizenship or permanent residency  status. 

With the in-depth information collected, we were able to correct several  respondents’ self-reported  

citizenship or immigration statuses; we  report these cleaned  results in  table  1  under  “respondent 

citizenship and  immigration status.”  During  the  in-depth interviews, we also discovered  that some  

respondents may not have fully understood the  questions on chilling  effects in the  WBNS. As noted  

above, six indicated in the  qualitative  interviews that they had not previously avoided program 

participation  because of  immigration concerns. We also learned that some  did not understand the  

distinction  between two separate WBNS survey  items:  “not applying  for a program”  versus “stopping  

participating  in a program”; through the in-depth interviews,  we probed  and clarified  which was 

accurate. We  used this insight to shape analysis of the  WBNS results in an earlier  brief, in which the  

authors combined  answers to those two questions (Bernstein et al. 2019b).   

We recognize that in addition to a small sample size, selection biases affect  the interviewee pool.  

For  example, adults who are more  risk averse and fear  exposing their or a family member’s immigration 

status may have greater fear of participating. Finally, this research was conducted in only English and  

Spanish, so the study  excludes perspectives of adults with limited  English proficiency whose primary  

language  is not Spanish. However, the  stories we captured still reflect a range of experiences in  

immigrant families across the country. Learning more about their specific experiences on the ground  

complements the national  quantitative survey results released in prior  Urban Institute  research.   

Experiences of Chilling Effects on the Ground 

The interviews provided in-depth information on the experiences of individuals and families who 

experienced chilling effects in 2018. Excluding the six interviewees who indicated they had not avoided 

noncash programs because of immigration concerns, the findings among these 19 interviewees 

suggested chilling effects have spilled over beyond future green card applicants. Interviewees shared 

that families decided together whether to participate in programs, because such decisions have stakes 

for multiple household members, and children’s well-being was often a primary consideration. 

Interviewees most frequently avoided SNAP and Medicaid. 
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Wide Range of People Affected 

Most of the 19 interviewees who indicated that they or a family member avoided noncash safety net 

programs in 2018 spoke about decisions for their own participation in programs (and in some cases 

their close family members, including spouses and children in the household). Some shared instances of 

chilling among other relatives, like adult children, siblings, a cousin, or an uncle. Respondents who 

reported chilling were mostly green card holders or foreign-born people without a green card, but the 

group also included a few US-born and naturalized citizens. 

The majority of interviewees described fear of risking prospects for permanent residence among an 

array of future green card applicants, including temporary visa holders (e.g., H1-B, student, asylee), 

asylum seekers, temporary protected status recipients, and potentially undocumented immigrants. But 

echoing findings from the WBNS results (Bernstein et al. 2019b), chilling effects also occurred among 

people not directly affected by the proposed public charge rule, spilling over beyond those planning to 

eventually apply for green cards. Interviewees described examples of current green card holders 

reporting chilling effects, articulating the fear that participation in public programs would affect their 

future citizenship applications, despite the fact there is no public charge test for citizenship applications. 

(The proposed expansion of public charge applies only to some green card and temporary visa 

applications, not to naturalization.) 

One  interviewee  with a green card  decided not to reapply for SNAP for fear of risking her  

citizenship application but kept Medicaid for  her US-citizen children. She also  noted  that her mother-in-

law had not applied for CHIP for her  4-year-old  son for  fear of endangering her current green card  

status. Another  green card  holder  described confusion about whether  benefit receipt would be  

considered  in a future citizenship application,  hearing contradictory  information from different sources.  

She shared her concern about her future citizenship prospects:  

[Las] personas me decían… que eso [uso 

de beneficios] iba afectar a los 

inmigrantes para [poder convertirse en] 

ciudadanos americanos...Yo llevo 

bastante tiempo en este país, y no quiero 

que a mí me afecte en la ciudadanía. Yo 

quiero hacerme ciudadana. 

People  would  tell  me…that  this [use  of  

benefits] will  hurt  immigrants’ chances 

of  becoming American  citizens…I  have  

been  in t his country  for  quite  some  time, 

and  I  don’t  want  this  to  hurt  my  

citizenship chances.  I want  to  become  a 

citizen.  

Family Considerations 

Many interviewees lived in multiple-status households, containing multiple immigration and citizenship 

statuses, and referenced families spanning multiple households. For example, a respondent with a green 

card or temporary visa may have a naturalized or US-born spouse and/or US-born citizen children. 

Because many interviewees had relationships with relatives in other households and shared financial 

responsibilities, they too were affected by their relatives’ less permanent immigration statuses. One 

green card holder shared that his brother, who had an H1-B visa, feared participating in a mortgage 
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support program and was living with him until he secured his own housing. Another described how his 

green card–holding girlfriend and her siblings helped pay for their mother’s rent, sharing that financial 

burden. 

The interviews suggested decisions about program participation were often made with other family 

members, not only to solicit advice but because such decisions would affect them and the family’s 

survival strategies. One interviewee emphasized, for example, how families are on their own in dealing 

with the consequences of unexpected medical expenses or other basic needs: 

Sí, claro, afecta a toda la  familia porque  

si  le  llega  a pasar  algo, pues lo  tienen  que  

solventar ellos…solos.  

Yes, of  course, it  affects the  entire  family  

because  if  something were  to  happen, 

well, they  would  have  to  deal  with  it…on  

their  own.  

In the context of family discussions about the risks of program participation, interviewees often 

expressed concern for the future of children in the family. Many interviewees described how decisions 

to not participate in programs would affect or had affected access to programs for US-citizen children. 

Many described not applying for or stopping participating in SNAP, in some cases in households where 

their US-citizen children and/or spouses would also lose access to that household-level nutrition 

benefit. One US-born respondent spoke about his green card–holding girlfriend, with whom he is 

expecting a child, being reluctant to sign up for SNAP for fear of risking her citizenship status, though he 

had convinced her to participate in the Special Supplemental Nutrition Program for Women, Infants, 

and Children (WIC) for their child. Though SNAP is listed as a benefit that would be considered in the 

proposed public charge rule, WIC is not. Another interviewee with a student visa described how he and 

his spouse were expecting a child to be born in the US but feared participating in any public programs 

and potentially risking their own future green card applications. 

An interviewee cited his concern for his son’s well-being as the reason he and his wife decided not 

to participate in benefit programs. They decided not to apply for public benefits because they did not 

want that participation to affect their chances of staying in the country with their son: 

We felt that we need to stay here until our son grows up, [until] our son…is capable of handling himself. 

That will take several more years, and immigration status always has been a concern to us. So, we didn’t 

want to do anything that could endanger us applying for an immigration status that would allow us to 

stay here. So that’s the reason why we didn’t apply to things like Medicare [sic] and food stamps and any 

housing assistance. So, we knew that with our income level that we may be eligible, but we didn’t want 

to…We felt it’s more important for us to be able to stay here and work. 

Another interviewee explained that though unauthorized immigrants like herself are ineligible for 

most public programs, programs like Medicaid are important to support children in multiple-status 

families. 
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Realmente, si uno no tiene papeles, no le 

dan ayuda a uno. Al que le dan ayuda es 

al que tiene. A mi pues no me dan nada 

de ayuda…A los que le ayudan son a los 

niños, cuando les dan Medicaid. 

Realistically, if  you  don’t  have  papers, 

you  don’t  get  any  assistance. People  

with  legal status get  assistance. As for  

me, I don’t  get  any  aid...Children,  they  

are the  ones getting assistance, when  

they  get  Medicaid.  

Interviewees also articulated fears of deportation and losing authorized status among 

undocumented immigrants with citizen children who are eligible for benefits, as well as people with 

authorized status. Several interviewees said community members or relatives feared “losing their 

papers” for receiving government assistance. One interviewee shared that his neighbor stopped 

receiving SNAP because she feared being deported, which affected her children’s access to nutritious 

food. He also shared that his sister, who recently received her green card, was afraid her green card 

could be revoked or she could be deported and separated from her children. 

Programs of Concern 

Consistent with the WBNS findings (Bernstein et al. 2019b), most interviewees identified SNAP and/or 

Medicaid as the programs, or one of several programs, they or their family members avoided. Some 

identified housing assistance, though a few clarified that they meant mortgage loan assistance 

programs. 

One interviewee shared that his sister, who  feared  her  green card would  be revoked or she could  be  

deported, pulled back from  several  services:  

[Ella]  dejó  todos. Estaba agarrando  

estampillas de  comida y  también  las 

dejó. Iba a los doctores, y  también y a 

casi  no  va a los doctores porque  tiene  

miedo  de  que  le  vaya a afectar en e l 

futuro.  

[She]  dropped  out  of  all of  them.  She  was 

getting food  stamps but  also stopped  

receiving those. She  would  go  to  the  

doctor,  but  she d oes not  go  as  often  

anymore  because  she i s  afraid  it  will  

hurt  her  in t he  future.  

Interviewees frequently articulated concerns about program participation generally, and some 

interviewees raised concerns about additional programs not listed in the proposed rule. One 

interviewee said his girlfriend was concerned about applying for WIC and the earned income tax credit, 

neither of which are listed as programs for consideration in the proposed rule. Though tax credits 

through the health insurance Marketplaces are not mentioned in the proposed rule, one interviewee 

said he heard that a green card application might be penalized for receipt of those credits. Similarly, one 

interviewee said her cousin dropped out of emergency Medicaid, even though it is explicitly excluded 

from the proposed rule. This spillover to a wide range of programs echoes service providers’ 
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observations of immigrants’  confusion  about  and fear  of accessing  needed services,  even those  that 

would not be considered in the proposed public charge test.11  

Timing of Chilling Effects 

Many interviewees indicated they heard about the proposed change to the public charge rule sometime 

in the previous year, with a few specifically identifying the second half of 2018, when news coverage of 

the public charge rule and the associated comment period were highly visible. (See further information 

below on the role of the media as an information source.) Several interviewees clearly articulated that 

these changes were new measures to penalize people for receiving public assistance like SNAP. For 

example, one interviewee said she heard last year that food stamp recipients would no longer be able to 

apply for green cards or citizenship: 

Empecé a escuchar exactamente el año 

pasado—no recuerdo bien el mes— 

cuando empezaron a decir sobre eso que 

iban a tomar medidas para la gente que 

recibiera estampillas, que ya no iban a 

poder aplicar, ya sea para una 

residencia o para una ciudadanía. 

I started to hear about it exactly one 

year ago—I don’t quite recall the 

month—when they started to say there 

would be actions taken against people 

who receive food stamps, that they 

would not be able to apply for residency 

or citizenship. 

Several others could not pinpoint when they heard about the policy changes that had caused the 

chilling effects but said that they had occurred during the current administration. Some interviewees 

did not specify the timing of their decisions to avoid programs; they spoke about their or their relatives’ 

general avoidance of program participation for fear of risking future permanent residence. 

Accessing Information and Making Decisions about 

Public Charge and Safety Net Participation  

The  interviews suggested  great  uncertainty and confusion about what the proposed public charge  rule  

meant and what its consequences would  be for future immigration and citizenship applications. The  25  

interviewees mainly reported getting  information from popular media sources, though they also 

discussed  relatives and social networks  as important sources of information.  Seeking professional  legal 

advice or advice from community-based organizations or government agencies was rarely  reported.  

Most concluded  that not participating in programs was the  best strategy  given the  uncertainty and  

potential risks.  

Confusion and Misinformation  

Interviewees expressed  uncertainty about who the rule  would apply to and whether it would apply to 

current green card holders and citizenship applicants,  when it would  be  enforced  and whether it had  

become active, and what public programs would be considered. The chilling  effects articulated among  
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green card  holders and naturalized citizens, as well as fears about participation in a wide range of  

programs, suggested confusion and  misunderstanding about basic features of the  rule.  

When asked explicitly  about their  knowledge  of the proposed rule,  interviewees provided  an  array  

of answers.  Many did not recognize the term public charge  or  offered  ideas that it had something to do  

with not being a burden on the  government or receiving  public assistance.  Though only a few  

interviewees used the term “public charge” directly, it was clear that many  of the 25  interviewees  had  

heard some  iteration of the  proposed rule.   

One interviewee commented that she and her peers were uncertain about how to react while  

waiting for the  rule to become  official.  She did  not know where things stood and what the status of the  

rule was:  

Específicamente  sobre…que  ya está  la  

ley, no, no  he  escuchado  nada...Queda 

en  la  duda uno  todavía porque  hasta  

que  no  lo  hacen o ficial  o  lo  ve  uno  en  las 

noticias, y  en  el periódico…Pues no, para 

mí no  ha pasado  todavía, pero  está  

todavía la  duda  de  ‘¿qué  va pasar?  ¿Qué  

va a suceder?’  

Regarding  whether…this specific  law  is 

in  effect, no, I  haven’t  heard  

anything…You’re  left  in  the  dark until 

they  make  this official  or  until you  see  it  

in  the  news  or  in  the  newspaper…So  in  

my v iew, it  hasn’t  happened  yet, but  

there’s still a doubt  about  ‘what  will  

happen?  What’s next?’  

Several  thought the proposed  rule was already  being implemented,  and  others said  they did  not 

know when that would happen.  A  few  interviewees expressed concern that the information they  

received was both contradictory  and  potentially exaggerated, leaving  them confused about  how to 

interpret the information.  One interviewee said:   

A  veces se  contradicen u nas  cosas con o tras,
  
porque  primero  sale u n t ipo  de  información 
 
que  dice  que  [pueden  ser  afectadas]  las 

personas que  buscan  algún t ipo  de  residencia 

o  ciudadanía americana,  y  por  otro  lado  de  

repente  dicen  que  están  saliendo  otras leyes, 

otras propuestas, para que  uno  [pueda]  

obtener  más fácilmente  dichas  ciudadanía y  

residencia. Entonces una información se   

contradice  con o tra, y  es [mejor]  esperar a que  

sea la  información r eal  la  que  diga todo.  

Sometimes rumors contradict  one  another,  

because  first  you’ll  hear one  source  that  says 

people  seeking some  type  of  permanent  

residency  or  American  citizenship  could  be  

affected, and  a different  source  will  suddenly  

tell  you  that  there  are new  laws, other  

proposals, out  there  to  make  it  more  difficult  

to  obtain  said c itizenship and r esidency. So  

one  source  contradicts the  other, and i t  is  

better  to  wait for  the  true  information  to  

surface  and  have  the  final  say.  
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Getting Information through Media  and Personal  Networks  

Most  interviewees’  principal source of information on the proposed rule was the  news media, with some  

citing television  outlets,  such as  CNN, and the  two major national  Spanish-language  networks,  Univision  

and  Telemundo. Other mediums mentioned included newspapers and  radio.  One  interviewee  said  she  

had  heard about the rule and the term public charge through the media:  

Sí, ese  término  [carga publica]  es el que  

se  ha escuchado  mucho  en [ muchos 

tipos] de  información pú blica. Tanto  en  

internet, en  periódico, en  televisión. Y  

esa información me zclada con  otra es la  

que  nos ha puesto  a pensar  a no  querer  

seguir  buscando  beneficios para  

asistencia.  

Yes, that’s the  term [public  charge]  

you’re  hearing a lot  from [various 

sources]  of  information. Be  it  on  the  

internet, in t he  newspaper, or  on  

television. It’s this information  along 

with  other  sources that  has made  us 

consider  not  continuing  to  seek benefits 

to  help  us out.  

Only  some  interviewees mentioned actively  researching on  the  internet to complement the  

information they heard.  After  news media, interviewees  highlighted getting  advice  from family  

members.  Among those  reporting  chilling  effects, some  reported seeking advice from family to inform 

their  decisions on whether to participate in public programs. Others served  as the consulted party for  

relatives considering their  own program participation.  

Most commonly,  families  advised  caution  in the face of uncertainty; in  many instances, the fear of 

losing a green card or the opportunity to obtain a green card  or citizenship in the  future outweighed any  

other advice and led to decisions to stop participating or not enroll  in programs. One green card holder  

seeking to become a citizen spoke to her son as she weighed her  decision to participate in SNAP. Though  

her son showed her  a resource  stating  that benefits use  would not affect her  situation,  the mother  

reiterated that there  was no assurance they  had  the  most accurate  information and  recommended  they  

play it safe  given the uncertainty. She eventually convinced  her son, a naturalized citizen, to  also  stop 

participating  in  SNAP,  even though  he  needed  the assistance  because he pays child support and can’t 

always make ends meet:   

Él [mi hijo]  me  leyó  un  escrito  que  decía 

que  no, que  realmente  no  era eso sino  

otras cosas  las que  iban  a  afectar. Pero  

yo  le  dije, mira, nosotros no  sabemos. Y  

entonces también c erró  sus sellos de  

alimento, no  los pidió  más,  aunque  

también  los necesita porque  él es Uber  y  

paga  un c hild  support  de  un n iño  y  el 

dinero  no  le  alcanza.  

He  [my son ]  read  a document  to  me  that  

said  that  no, things  weren’t  that  way, 

that  it  was going to  have  an  impact  on  

other  things. But  I told  him,  look, we  

don’t  know. So  he  also dropped  his food  

stamp  benefits, he  didn’t  renew  them,  

even  though  he  needs them because  he  

is an  Uber  driver  and  pays child  support  

for  his son  and mo ney  is tight.  
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Interviewees also  mentioned  getting  information from  informal  networks of friends and  neighbors,  

both  in person  and through social media. A few respondents mentioned  consulting  friends in similar  

circumstances during  their  decisionmaking process. This was especially salient  for  two interviewees 

with temporary student or employment  visas, who  mentioned  they spoke with friends who,  like  

themselves, were either waiting  for a green card  or  hoping to obtain one in the future. One shared:  

So,  we  discussed am ong our  friends.  I  have…many  friends in  the  same  phase, waiting for  the  green  card. 

We  didn’t  have  any  formal discussion,  but  informally  we  did d iscuss all these  things and w e  thought  

okay, let’s not  take t he  risk of  jeopardizing our  green c ard  process—if  someone  says tomorrow  that  you  

used  it,  and t hat’s why  we  might  not  be  able  to  proceed. So  that’s why  we  decided, okay, let’s not  do  it.  

Other Sources of Information  

Interviewees rarely mentioned seeking professional legal  advice.  Two respondents did not personally  

consult a lawyer  but reported hearing lawyers speak  on  news media  and  discourage  viewers  from  

seeking  benefits.  Among the four interviewees who  had  contacted  a lawyer, three  reported  being  

advised  to act conservatively and avoid  benefits receipt. In fact, among  the  six interviewees  who spoke  

about someone  seeking  legal advice, five  reported  being  advised  to drop  out of benefits or not apply  for  

them.  

Interviewees rarely mentioned consulting  professionals in community-based  organizations or  

government offices  either.  In a few instances, consulted  organizations  appeared to have  shared  

inaccurate information, or there  had been  a  misunderstanding.  One interviewee consulted a social 

worker at a community clinic, who suggested that if the  proposal were to become  retroactive, benefits 

the  interviewee  received  up to nine years ago would likely affect  her chances of applying for a green 

card.  Moreover,  a few  respondents who attempted to seek  such advice  described  barriers,  such as 

discrimination and administrative constraints,  that discouraged  them from seeking  further help from 

these  resources.  One described challenges with social services agencies,  noting  this had  become more  

difficult in the context of the current administration:  

Yo  he  querido  a veces agarrar  una ayuda por  mi  

discapacidad,  y  la  verdad  que  [las  personas en  

oficinas de]  servicios  sociales son u n  poco—  no  sé  

si  son  racistas o  son  muy, cómo  le  digo—su  trato  

hacia nosotros es muy  agresivo. No  nos tratan  

muy bien. Como  que  no  quieren d ar la  ayuda  tan  

fácilmente; nos piden  papeles exageradamente  de  

todo, que  uno  compruebe  que  uno  realmente  tiene  

una discapacidad.  Buscan  hasta por  debajo  de  las 

piedras para no  darnos la  ayuda que  necesitamos, 

aunque  seamos ciudadanos...Antes eran  un  poco  

más accesibles. Siento  yo  que  el cambio  se  ha visto  

ahora que  está  este n uevo  gobierno…Algo  así, 

como  que  yo  he  visto  más racismo  ahora que  

antes.  

I have  sometimes sought  out  assistance  for  my  

disability, and h onestly  [people  at]  social  service  

offices are a bit—I’m not  sure  whether  they’re  

racist or  in a  way—their  attitude  toward  us is very  

aggressive. They  don’t  treat  us very  well. It’s as if  

they  don’t  want  to  give u s benefits all that  easily; 

they  ask us to  fill  out  an  exorbitant  amount  of  

paperwork, to  prove  that  we  truly  do  have  the  

disability  we  claim to  have. They  make  us jump  

through  hoops to  avoid  giving us  the  help  we  need, 

even  if  we  are citizens…Before, they  were  a bit  

more  approachable. I feel this change h as taken  

place  with  the  current  administration...So, I have  

seen  more  racism these  days than  I  did b efore.  
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Interviewees also mentioned a  couple unusual sources of information.  Some  mentioned accessing  

information through local schools, which  held  meetings for parents to  obtain know-your-rights 

information on  immigration, and  in one case, to get advice from  lawyers.  One interviewee, when asked  if 

he had  sought professional  advice,  said  he spoke with  a nurse at the hospital; he recognized  that 

immigration policies were not her field  of expertise, so she likely  did not know much about his 

circumstances.  Another mentioned that her  local Mexican consulate provided classes aiming to inform 

immigrants,  and  one interviewee mentioned asking for  information  during a call with the health 

insurance marketplace  exchange call center.  

Impacts of Chilling Effects and Losing Access to Benefits 

The interviews suggested that as adults in immigrant families decided to disenroll from or opt out of 

public benefits, most were aware of and concerned about the financial, physical, and/or mental health 

implications for themselves and their children. Most of the 19 interviewees who reported they or a 

family member experienced chilling effects in the past year cited some resulting financial, emotional, or 

physical hardship. Changes to diet because of reduced food budget and avoidance of medical care were 

the most commonly cited hardships. Additionally, many interviewees spoke of the stress caused by 

increased financial instability and the importance of benefits as work supports to fill gaps for low-wage 

workers. 

Access to Nutritious Food 

Interviewees most frequently cited lack of resources for food and adequate nutrition as impacts of 

stopping program participation; this makes sense given that SNAP, along with Medicaid, was the most 

commonly avoided program (Bernstein et al. 2019b). Many interviewees described coping mechanisms 

like reducing spending on food, changing diets, and pursuing charitable food resources, such as food 

banks. 

One interviewee shared that with a fixed budget, losing access to SNAP puts pressure on a family’s 

remaining funds to meet monthly expenses: 

Hemos tenido  que  arreglar  [el 

presupuesto]  porque  cuando  algo  

cambia y  ya no  está…Uno  diseña su  

dinero  y  diseña  lo  que  tiene  para el 

mes…Cuando  al  otro  mes cambia  algo, 

como  que  ya no  vas a  tener  sellos de  

alimento, ese  dinero  que  tú  invertías en  

comida, tienes que  hacer  arreglos.  

We’ve  had  to  shift  [money]  around  

because  when  one  thing changes and i s 

no  longer  there…You  have  a budget  and  

plan  your  expenses for  the  month…If 

next month  something changes, like  if  

you  no  longer  have  food  stamps, the  

money  you  used  to  spend o n  food mus t  

be  shifted  around.  
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Additionally, interviewees noted that given rising costs for housing in certain markets and limited 

opportunities for wage growth or additional income, loss of program support most often affected their 

food budget. According to one interviewee in California: 

A lo mejor si comíamos [carne dos veces 

a la semana, ahora] he estado 

reduciendo la carne, porque como te 

digo, ha subido la renta, ha subido todo. 

Les [a mi familia] pongo más verduras, 

más frijoles. Aquí en California sube 

todo menos el salario. 

Whereas before we might have eaten 

meat twice a week, now we have been 

cutting back on meat, because like I told 

you, rent has gone up, prices have 

increased. l feed [my family] more 

vegetables, more beans. Here in 

California, everything goes up in price 

except our wages. 

Several  noted a change in diet and nutrition in their communities, especially for children. Several 

interviewees reported  changing spending on food  by  looking for coupons and savings, avoiding  eating  

out, and shopping at discount grocers. To reduce  food  costs,  interviewees  said families are forgoing  

more  expensive products,  such as meat and fresh produce, and consuming  more beans,  tortillas,  or  

other low-cost foods. According to one interviewee:  

Yo  pienso que  sí  ha afectado  muchísimo  

porque  ya no  comen d e  la  misma  manera,  

porque  todo  está  muy caro. Antes con la s 

estampillas podían  comprar más  alimentos 

más variados. Pero  ahora como  no  tienen  esa 

ayuda, pues,  se  come  lo  que  se  puede. Si  

solamente  podemos comer  frijoles y  tortillas, 

solo  eso comemos. Anteriormente  las 

estampillas les ayudaban  a tener  un  poco  más  

de  alimentos,  como  verduras,  carne.  

I do  think  it  has  had  a  huge i mpact  because  

people  don’t  eat  like  they  used  to, because  

everything is too  expensive. Before, people  

could  purchase  a  greater  variety  of  foods using  

their  food  stamps. But  because  we  no  longer  

have  that  aid, well, you  eat  what  you  can. If 

we  only  have  beans and  tortillas, then  that’s  

all we  eat. Before, food  stamps helped  us buy  a 

bit  more  food, like  vegetables, meat.  

Another interviewee reflected on how these spending and nutrition resources vary week to week 

based on available resources, and some weeks they cannot afford the basics: 

Hay semanas que sí compramos todo lo 

que sería una canasta básica de comida, 

y hay veces que hemos dejado de 

comprar ciertas cosas porque no nos 

alcanza pues para comprarlo. 

Some  weeks we  are able  to  buy  enough  

to  have  a basic  set  of  food  staples, but  

there  have  been  times we  have  gone  

without  certain  food b ecause  we  just 

don’t  have  enough  money  for  it.  

In a few cases, interviewees noted that children and families in their communities were going 

hungry. Two interviewees observed that more families in their community are taking advantage of 

schools’ free and reduced-cost meals for their children. One interviewee shared that the children in the 

community have noticed the policy change’s impact on their access to food and that many children face 

hunger: 
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Ahora, no hay niño tonto. Los niños le hablan de 

inmigración. Los niños le hablan de un miedo 

temible. Ya no pueden tomar leche porque el 

presidente nos está quitando el acceso a tomar 

leche. Los niños dicen, ‘Ya no podemos tomar 

leche,’ y señalan directamente a personas como 

responsables…Muchos niños están pasando 

hambre—no tiene idea. En la escuela también 

hay un programa de desayuno, y sinceramente 

yo he visto que ha aumentado la cantidad de 

niños que llegan a desayunar a la escuela. 

Now, children  aren’t  oblivious. Kids talk about  

immigration. Kids talk about  a  horrible  fear. 

They  can’t  drink milk anymore  because  the  

president  is  cutting their  access  to  milk. Kids  say, 

‘We  can’t  drink milk anymore,’  and  point  fingers 

directly  at  those  responsible…Many  children  are 

going hungry—you  can’t  even  imagine. There’s a 

breakfast  program  at  school and  honestly, I 

have  seen  an  increase  in t he  number  of  children  

who  eat  breakfast  at  school.  

Additionally, some mothers are pursuing alternative resources, such as food banks. However, two 

interviewees noted the lack of quality and variety available through local food banks, pointing out that 

the available food is limited compared with what they had been able to purchase with SNAP. 

Access to Health Care 

Reduced access to medical care and treatment was the second-most-prevalent impact described. 

Interviewees noted that Medicaid had previously helped them and their family members receive 

treatment for chronic conditions, such as diabetes, and access preventive medical care and routine 

check-ups. Because they stopped participating in Medicaid, several interviewees were forgoing such 

medical care and only accessing doctors in emergency scenarios. Many noted the high cost of medical 

care in the United States and described how helpful public health supports were, especially for children: 

En este país el servicio médico es un 

servicio muy caro. Tener la ventaja de 

tener las ayudas médicas de programas 

del gobierno es una ayuda grandísima, 

más teniendo niños menores. 

Health care in this country is extremely 

expensive. Being lucky enough to access 

government assistance to pay for health 

care is an enormous help, especially 

when you have young children. 

A few worried that without insurance, a single unanticipated medical cost could damage their 

savings and financial assets. One interviewee recalled a neighbor who took on debt to pay for her child’s 

medical care. Another reported that she relies on family members to take her children back to Mexico 

for more affordable medical care. A third recalled that her cousin no longer has Medicaid, and she 

worries what one illness requiring out-of-pocket payment could do to his personal financial stability: 
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Él [su primo] siempre estaba acostumbrado a 

hacerse sus chequeos médicos, y ahorita no los 

va a recibir por un tiempo que esté en su 

proceso [para obtener la green card]. Entonces 

yo pienso que eso le va a afectar. De hecho, si 

[ha] afectado su economía porque si él tiene 

alguna enfermedad, él no puede acudir al 

Medi-Cal; entonces él lo tiene que solventar 

con un doctor particular que paga. Y en 

Estados Unidos, [todos esos tipos] de gastos 

son muy caros. 

He  [her  cousin]  was used t o  getting medical  

check-ups, but  he  won’t  be  receiving them for  

the  time  being because  he  is  currently  in  the  

process  [of  applying for  a green c ard]. So, I 

think that  will  certainly  hurt  him.  In  fact, it  has 

already  affected  his finances  because  if  he  has 

any  sort  of  medical  need, he  can’t  lean  on  

Medi-Cal; he  has to  pay  out  of  pocket  for  a 

doctor. And i n t he  US, the  cost of  medical  care 

is very  high.  

Another shared that because of fear around the new public charge rule, immigrants in his 

community may incur debt when they need health care for their children: 

Los ha afectado  ya sea porque  ya no  

tienen  el dinero  para comprar  los 

alimentos; o  a veces cuando  se  enferman  

más los niños, se  endeudan  cuando  uno  

los lleva a la  clínica,  o  más grave, al  

hospital. La atención  medica es cara, y  a 

veces con  los trabajos que  uno  tiene, a 

veces no  alcanza  para cubrir  esos 

gastos.  

They’ve  been  affected, whether  it  be  

that  they  no  longer  have  enough  money  

to  buy  food;  or  sometimes, when  the  

children ge t  sick, they’ll  incur  debt  when  

they  take  them to  the  clinic,  or  worse, to  

the  hospital. Health  care is expensive, 

and  given t he  types of  jobs we  have, 

sometimes we  don’t  have  enough  to  

cover  these  kinds of  expenses.  

Financial Pressures and Coping S trategies  

Interviewees emphasized the financial stress many families face and the key role public assistance can 

play in filling gaps for those with low incomes. One interviewee described the stress of dealing with the 

high cost of living and its impacts on households: 

In general, we’re just struggling financially because here in California, rents are super high and we’re not 

making that much money and...basic expenses are very hard to meet. [Losing benefits is] just an extra 

burden on the household. The whole household. 

Interviewees made it clear that they see public benefits as a work support, not a replacement for 

work. Several interviewees described how assistance helps supplement low wages and seasonal 

variance in work. One interviewee who drove a school bus and did not have employment over the 

summer had previously used SNAP to support her family during wage gaps; without SNAP, she faced 

hardship during the summer months when her earnings dropped. Another interviewee noted that as a 

seasonal agricultural worker in Florida, her income varies based on the agricultural season and amount 

of work available. She previously fell back on SNAP to ensure access to food for her US-citizen children 

during lower-productivity periods in the fields. In her words: 
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Por una parte, sí, me fue difícil porque 

era una ayuda extra que ocupaba para 

comprar los alimentos. Porque como 

trabajamos en los fields, ya sea 

[cosechando] fresas o vegetales de 

temporada, no todas las temporadas son 

buenas, y no todo el tiempo tenemos un 

salario fijo…A veces hay semanas que no 

hay trabajo, o a veces la temporada se 

pone mal, y muy apenas juntamos para 

salir [con] lo de la renta y comida y todo 

eso. 

In  a  sense, it  was difficult  because  it  was  

an  extra bit  of  aid  to  help  us buy  food. 

Because  we  work in  the  fields, picking 

strawberries or  seasonal  vegetables, and  

not  all harvesting seasons are good, and  

we  don’t  always have  a fixed  

salary…There  are some  weeks when  we  

don’t  have  work, or  sometimes we  just 

have  a bad  season, and w e  just barely  

scrape  together  enough  to  pay  for  the  

rent, food, and e verything else.  

Without access to public benefits, one interviewee noted his family is accumulating more debt, 

which hinders long-term financial independence. Another interviewee in California observed that her 

neighbors are spending less money in local businesses, instead saving up for potential costly 

emergencies like illness or a death. One interviewee described the regular trade-offs his family 

members make to reduce costs, including reducing use of electricity and hot water. Another interviewee 

observed neighbors seeking additional employment to cover costs; in households where only one 

parent may have worked previously, the interviewee noted that in many cases, she has seen both 

parents pursuing employment. A few interviewees shared that they could receive additional support 

from family members in the US or overseas. 

Sharing a broader statement about this issue, one interviewee shared her perspective that being 

considered a “public charge” when receiving public assistance necessary to supplement full-time low-

wage work is problematic: 

Aquí  nadie  es  carga  pública. Nosotros 

trabajamos muy duro  en  este pa ís…pero  fuerte. 

Y  cada vez los precios son  más altos…Cuando  se  

le  pide  ayuda al  gobierno…es que  realmente  la  

comida está  elevada de  precio…no  alcanza el 

salario  que  uno  tiene  para pagar  las rentas que  

están  elevadas...Como  ellos [el gobierno]  brindan 

una ayuda de  alimentos, pues,  uno  pide  

algo…para poder  ayudar  en  los alimentos. Que  

eso es primordial  en la   persona…Comer  para 

poder  estar  sano  y  poder  trabajar. Yo  no  me  

considero  una  carga  pública. Ni  considero  

tampoco  que  las personas que  reciben  por  

necesidad  esa ayuda  de  food  stamps o  de  

Medicaid…que  sea una carga pública…La 

persona que  trabaja en e ste pa ís no  puede  ser  

una carga pública  porque  está  dando  de  él 

mismo  a este pa ís, beneficiando  a  este pa ís.  

Here  no  one  is  a public  charge. We  work very  

hard  in  this country…extremely  hard. And t he  

cost of  living is higher  every  day...When  we  ask 

for  assistance  from the  government…it’s 

because,  truly, food  is expensive…and  our  

incomes are just  not  enough  to  cover  the  high  

cost of  rent…So, because  they  [the  government]  

offers help  to  cover  the  costs of  food, well, we  

apply  for  a bit  of  help...to  help cover  the  costs of  

food. Food, that  is a primordial  need  for  a 

person...Food, to  be  healthy  and  to  be  able  to  

work. I don’t  consider  myself  a public  charge. Nor  

do  I consider  others who, out  of  need, get  help  

from food  stamps or  Medicaid…to  be  a public  

charge…Someone  who  is working  in  this  country  

cannot  be  a public c harge  because  that  person  is 

giving their  all to  this country, adding value  to  

this country.  
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Other Effects of the Immigration Policy Climate
 
Interviews explored other effects of the broader immigration policy climate beyond avoiding safety net 

programs. In response to instability and unpredictability in immigration and enforcement policies, many 

of the 25 interviewees reported using protective strategies for themselves and their families and 

avoiding activities perceived as risky. A few interviewees reflected that they have not experienced any 

impacts of the immigration climate. 

Changing Routines 

Most of the 25 interviewees cited examples of immigrants in their communities changing their  daily  

activities or  behaviors over  the past year,  but a few affirmed they have not observed changes in 

immigrants’ routines.12  Interviewees noted a general  sense of fear in immigrant communities, leading  

immigrants  to  increasingly avoid spaces where  immigration enforcement might occur, including  public 

spaces,  like  schools and health clinics.  According to one interviewee in California, families are not going  

out with  their children as  much, which affects the feeling in the community:  

Las personas ya no salen con sus hijos 

como antes con más tranquilidad. Sí, se 

ha visto eso más que antes. Como le 

digo, el ánimo de la gente ya no es el 

mismo. 

People  don’t  go  out  with  their  children  

with  the  same  ease  they  had  before. I 

have  seen  this now  more  than  before. 

Like  I said,  people  don’t  go  about  with  

the  same  spirit  as before.  

Two interviewees noted how fear has affected children’s educational opportunities, having 

observed some parents in their communities pulling their children out of school over concerns about 

immigration enforcement. Though they reported that the schools inform parents that they do not 

cooperate with enforcement, parents remained fearful, especially because some schools require 

identification information for children and parents. This concern was reportedly most acute for 

immigrant families with undocumented members rather than those on temporary visas or with 

permanent residency. 

A few interviewees noted this fear  has  also affected immigrants’  spending at local businesses,  

slowing  down the  local economy.  One noted that her  neighbors and fellow immigrants were  being  

cautious with their spending:  

Sí, sí [el miedo] afecta todo esto porque la 

economía no fluye directamente igual como si 

no estuviera afectando, porque la gente 

siempre está con el miedo y no gasta su dinero. 

Porque está siempre con el temor de que vaya 

a pasar algo y no vayan a estar seguros, ni 

vayan a tener de donde recurrir para solventar 

algún tipo de emergencia. 

Yes, it  affects everything because  the  economy  

doesn’t  flow  in  the  same  way  as  it  would  

without  it  [fear], because  people  are  in  

constant  fear and d on’t  want  to  spend  their  

money. Because  they  have  the  constant  fear 

that  something will  happen  to  threaten  their  

stability, and t hey  won’t  have  resources to  

draw upon  to  cover  any  sort  of  emergency.  
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Fear, Stress, and Uncertainty 

Interviews suggested that the current immigration policy climate, including the proposed expanded 

public charge rule, is creating fear, stress, and emotional hardship for some families. 

A few interviewees made a direct connection between the current immigration climate and mental 

health implications for themselves and other community members. One interviewee commented that 

she and her neighbors live in fear of deportation and observed that this constant fear that one’s actions 

can have a negative consequence takes a toll. According to one interviewee: 

En lo emocional, es que casi siempre las 

personas tienen temor. Tienen temor de hacer 

cosas que [les] puedan perjudicar. Yo escucho 

mucho que las personas siempre están 

reservando su dinero para emergencias nada 

más. No es tanto que estén con el temor, 

verdad, de que pase eso. Yo pienso que es lo 

económico, en lo emocional. Yo pienso que 

todo esto afecta en lo emocional, en lo físico. 

Todas las personas están siempre con el miedo 

de que si hago esto después va a tener una 

repercusión. 

Emotionally, it’s almost always the  case  that  

people  are afraid. They’re  afraid  of  doing 

things that  will  have  negative  consequences. I 

hear a lot  about  people  constantly  saving their  

money  exclusively  for  emergencies. It’s not  so  

much  that  they  are fearful that  the  emergency  

will  happen, right?  I think  it’s more  about  the  

financial,  the  emotional  aspect. I think this all 

affects people  emotionally  and  physically. 

People  are constantly  in  fear that  their  actions 

have  repercussions down t he  road.  

Another interviewee noted how children also carry this stress and uncertainty, which negatively 

affects their mental health and ability to engage at school. One interviewee who works with immigrant 

families observed: 

Families are being divided, and the children are worried and can’t focus well in school, and that impacts 

in educational ways. And they’re becoming depressed and worried, and the mom doesn’t know how to 

deal with it, so a lot are seeking psychological services to be able to proceed. 

Even among  respondents with green cards or citizenship, a few cited  elevated  fear of deportation 

for themselves. Some also observed that  community members,  even those with green cards,  broadly  

experienced  fear  of immigration enforcement.  One  interviewee  reported  seeing  fewer  neighbors use  

local clinics and said  it was because of fear  of enforcement. Another  reported that she stopped watching  

news of Immigration and Customs Enforcement, or  ICE,  activity  because of  the anxiety it caused her.  

Referring to the  general volatile immigration policy climate, one  interviewee  described  immigrants’ 

vulnerability:  

Hay  mucho  en  las  noticias, lo  que  dice  el 

presidente, que  el shutdown qu e  hubo, y  

que  dice  que  va hacer  esto  y  que  va 

hacer  el otro—pues entra la  

preocupación  y  el miedo. Como  uno  es 

inmigrante, pues tenemos cierta 

preocupación: ¿qué  va a  pasar?  

There’s a lot  of  talk in  the  news, things 

the  president  says, the  shutdown t hat  

took place, and  rumor  has it  that  he  is 

going to  be  doing this or  that—so worry  

and  fear creep in.  As  immigrants, we  

have  a unique  concern: what  is  going to  

happen?  
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Several interviewees also expressed that the constant uncertainty affects their ability to plan for 

their families. One waiting for a green card shared that this meant “you just be ready to pack any day. 

That’s what I can say.” In his words: 

If something changes in, like, next five years and you have to move out, it will definitely affect our kids. 

Mentally it will affect them and physically, of course, it will affect them. So, we’re just trying to do long 

term planning to see what’s best for our kids. And it’s currently become very uncertain. 

Another articulated similar uncertainty: 

I have a feeling, you know, of insecurity that you never know when they’ll say, ‘Okay, just go away.’ 

Maybe you’re out of the country, I feel like of course it’s going to happen, you go away and the news 

changes and you try to come back, and they say, ‘No, this is the rule and you have to follow it.’ So 

frequently changes can happen. 

Attitudes toward Immigrants 

Though most interviewees acknowledged the change in immigration climate at the federal level, 

respondents were mixed on whether attitudes toward immigrants within their local communities had 

changed. Many interviewees noticed some change in their community in the past year, both negative 

and positive. Negative changes included increased discrimination, racism, or profiling. A few 

interviewees specifically observed reactions among passersby to themselves or others speaking 

Spanish or reported that they had been treated dismissively in a benefits office because of limited 

English proficiency. Another interviewee identified increased Islamophobic attitudes. 

But other interviewees said they had not felt or observed changes in attitudes toward immigrants. 

One affirmed that treatment, even by public entities, such as the department of motor vehicles, has not 

been affected. 

Two respondents noted increased support from neighbors and local community institutions. One 

shared that more schools, churches, and local organizations had begun informing community members 

about immigrant rights in response to the current policy climate. Another noted that schools have been 

more proactive in providing materials and events in Spanish and sharing information about immigration 

policy developments. 

Perspectives on the policy climate’s impacts  across local communities varied. Interviewees’  

perceptions of local  attitudes sometimes  diverged  from  common perceptions of the  state-level 

immigration  climate.  An interviewee in California cited the threat of local immigration enforcement 

efforts, despite the state’s reputation for protective policies.13  Conversely, an  interviewee in Texas,  

better known for  enforcement-oriented state policy,14  noted  her local community’s friendly climate  

toward immigrants.  
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Discussion and Policy Implications 

This study complements previously collected survey data on immigrants experiencing chilling effects 

and helps us better understand what some families are observing and experiencing on the ground. Our 

analysis of interviews conducted in March 2019 sheds light on the lived experiences of adults in families 

experiencing these chilling effects. The interviews helped uncover what factors into decisions about 

whether to participate in safety net programs given the current immigration policy context, including 

proposed changes to the public charge rule. The findings highlight fear and confusion about the rule and 

the risks it poses for future immigration and citizenship; a reliance on the media for information, with 

few people seeking professional advice; children’s and adults’ experiences of hardship after dropping 

public assistance; and negative impacts of the broader immigration policy climate for families, including 

changes to daily routines and extreme stress. 

Discussions around the proposed rule are occurring within a broader context of anti-immigrant 

discourse and changing admissions and enforcement policies. Evidence has documented fear and 

chilling effects in immigrant communities related to the current administration’s policy changes (Artiga 

and Ubri 2017; Cervantes, Ullrich, and Matthews 2018; The Children’s Partnership and California 

Immigrant Policy Center 2018; Greenberg, Feierstine, and Voltolini 2019; Roche et al. 2018). It is 

difficult to know how much of the chilling effects owes specifically to the expanded public charge rule 

versus the wider immigration policy climate, and we cannot answer this question with these data. But 

the qualitative data we collected in this study play an important complementary role to existing 

evidence. Though we cannot make any conclusions about how representative our data are of immigrant 

families across the country, they show that among our interviewees, most described a new and higher 

level of concern about participation in public assistance in 2018, which they linked explicitly to talk 

about a new rule that would penalize immigrant families for safety net participation. Though many 

interviewees were confused about which programs would be considered in the new public charge test, 

who would be submitted to the proposed test, and when the new rules would be enforced, many had 

changed their families’ program participation for fear that immigration or citizenship applications could 

be negatively affected. 

The interviews give us a window into the experiences of a wide variety of families trying to support 

themselves in an evolving immigration policy setting. These qualitative data are consistent with the 

earlier WBNS findings about chilling effects spilling over beyond those directly affected by the rule 

(immigrants who do not yet have a green card) and disproportionate effects on household with children 

(Bernstein et al. 2019b), as well as patterns of mental duress and reluctance to engage in the public 

sphere (Bernstein et al. 2019a). The interviews conducted for this study complement the earlier survey 

results by validating and enriching our understanding of what is happening on the ground and identify 

additional insights about family and community perspectives. 

The wide range of people reportedly affected by such fears, from naturalized citizens to US-born 

children to green card holders to people with temporary status, reflects the centrality of immigrant 

admissions and the immigration system in the lives of so many people in the US. The associated 
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uncertainty is a structural feature  of the US immigration system  that shapes  people’s ability to plan for  

their and their children’s future, invest in  themselves and their communities, and live their lives. The  

interviewee pool,  though limited  in some ways, captured a diverse range  of experiences:  It included  

Indian H1-B holders awaiting their turn in the  green card line,  fearful that they could be forced to leave  

the  lives they have  built in the US. It included Mexican green card holders who  have  lived in the US for  

many years  and  have US-born children and  fear  being separated from  them. It included temporary  

protected status recipients seeking ways to remain in the US. It included  US-born people  whose foreign-

born spouses’ immigration statuses  have  led them to avoid participating in public programs that could  

help their families thrive. Chilling  experiences among  this wide array  of individuals and families help 

explain  the  ripple  effects of restrictive  immigration policies like the proposed public charge rule.  

One practical  policy  concern centers on the  challenge families face in  understanding the  proposed  

public charge  rule and  accessing accurate information to make  informed decisions about program 

participation.  The proposed  rule has received  considerable  media attention and is in institutional limbo 

as of August 2019,  while the government assesses the materials submitted  during the fall 2018 public 

comment period and  develops a final  rule for imminent release. Stakeholders across the country  

working  with  immigrant families face a significant challenge in ensuring they have  the correct  

information and that effective educational outreach,  reflecting  a clear understanding and messaging of 

what the rule does and doesn’t mean,  is prioritized.15  We learned  in the interviews that both English- 

and Spanish-language  media were  common  sources  of information  on the public charge  rule, and very  

few interviewees reported  seeking  out professional advice, whether from  immigration lawyers,  

immigrant-serving organizations, or public agencies. We heard stories of getting information from  

family, social circles, and  even schools.  Most respondents said they  were  told to  avoid public programs 

because of the  uncertainty around the  rule  and the high  stakes of risking future immigration  status,  

citizenship,  or family separation.  Indeed,  some media  reports  cite  anecdotal  evidence that  non–English  

language  media may  be sending “alarmist” messaging on the proposed  rule that errs on the side of  

convincing families to  not participate in programs rather than risk their immigration status, adding to  

confusion and fear  in the immigrant community.16  This information challenge will  remain a major  issue  

once the final  rule is released and as other public charge–related changes develop.  Information and  

advocacy campaigns will continue to grapple with educating service providers, the  media, and the public 

on current and updated policies.  Crafting  guidance for providing advice to individuals and families on  

risks and trade-offs may pose an even larger challenge.  

As professionals and advocates shape such guidance, it is important to consider the potential risks 

to children’s and adults’ health and well-being that can result from losing nutrition benefits, health care 

services, and housing assistance. Early impacts cited in these interviews, like loss of access to nutritious 

food, forgoing preventive health care visits, and increased financial hardship, shed light on some 

immediate consequences of loss of access to safety net programs. The longer-term impacts for families 

and communities will need to be monitored as chilling effects likely expand and consequences unfold. 
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TABLE  1  

Interviewees’  Demographic Characteristics  

Number of interviewees 

Interview language 
Spanish  17 

 English 8  

    Respondent citizenship and immigration statusa  

 Foreign-born, naturalized citizen 5  
 Foreign-born, permanent resident 7  

Foreign-born, not a permanent resident   10 
 US-born 2  

  Unclear, not US born 1  

 

State  
California  8  

 Colorado 1  
Florida  5  
New  Jersey  1  
New  York  1  

 North Carolina 1  
Pennsylvania  1  
Texas  6  
Virginia  1  

Country of  origin  
China  1  

 

 Cuba 3  
Egypt  1  
El Salvador  1  

 India 1  
 Mexico 9  

Nicaragua  1  
South  Korea  1  
United States  2  

 Venezuela 1  
 Unknown 4  

 Gender  

Female   16 
Male  9  

Age  
25–34  

 

4  
 35–44 7  
 45–54  10 
 55–64 4  

Race/ethnicity  
Hispanic  17  
Non-Hispanic, other  or multiple  races  5  
Non-Hispanic  white  3  

 

 Marital status   

Married   14 
Not married, not living  with a partner  8  
Living  with a partner  3  

  Educational attainment  
Less  than  high  school  3  
High  school graduate  3  
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Number of interviewees 

Some college 6 
Bachelor's degree or higher 13 

Number of people in the household 
1 3 
2–4 16 
5–6 6 

Household citizenship and immigration status 
All foreign born are naturalized citizens 3 
All noncitizens are permanent residents 8 
All noncitizens are not permanent residents 6 
Varied immigration and citizenship statuses 8 

Sources: Interview language, country of origin, and household citizenship and immigration status were collected in the December 

2018 round of the  Well-Being and  Basic Needs Survey.  All other characteristics come from Ipsos’s panel  profile questions, which 
	
respondents complete when they  first join the KnowledgePanel. 
 
Notes:  Permanent residents are green card holders; we use the latter term in this brief. 
 
a  Respondent citizenship and immigration status is  corrected based on  information collected during the in-depth interviews.
   

Notes 
1  Inadmissibility  on  Public Charge  Grounds, 83 F ed. Reg.  51114 ( Oct.  10, 2018).  

2 Emily  M. Johnston, Genevieve  M. Kenney, and Jennifer  M. Haley, “Penalizing  Immigrants  for Obtaining Medicaid 
Coverage  Puts  Child  and Family  Well-Being  At Risk,” Urban  Wire  (blog), Urban Institute, December 6, 2018, 
https://www.urban.org/urban-wire/penalizing-immigrants-obtaining-medicaid-coverage-puts-child-and-family-
well-being-risk.  

3  Yeganeh  Torbati,  “Exclusive: Trump  Administration  Proposal  Would Make  It Easier to  Deport Immigrants  Who  
Use  Public Benefits,” Reuters, May  3, 2019, https://www.reuters.com/article/us-usa-immigration-benefits-
exclusive/exclusive-trump-administration-proposal-would-make-it-easier-to-deport-immigrants-who-use-
public-benefits-idUSKCN1S91UR.  

4  Margaret Talev  and Justin Sink,  “Trump  Looks  to  Threat  of  Welfare  Bills  to  Curb  Immigration,” Bloomberg, May  23, 
2019, https://www.bloomberg.com/news/articles/2019-05-23/trump-orders-government-to-collect-bills-for-
immigrant-welfare.  

5  Zolan  Kanno-Youngs  and Miriam  Jordan,  “Immigration  Agency  Says  It  Plans  Deportation  Operation  Aimed at  
Undocumented Families,” New  York Times, June  19, 2019, 
https://www.nytimes.com/2019/06/19/us/politics/trump-immigration-deportation-family-separation.html.  

6  KnowledgePanel is  managed  by  the  survey  firm  Ipsos  (and was  formerly  managed  by  GfK Custom  Research).  Panel  
recruitment is  based on  a  stratified sampling  methodology  designed to  provide  representative  information  on  
the  US  population.  Self-selected volunteers  are  not eligible  to  participate  in  the  panel, and participants  who  lack  
internet access  at home  are  provided with laptops  and free  internet access  to  facilitate p articipation. For more  
information  about the  KnowledgePanel and WBNS, see  Karpman, Zuckerman, and Gonzalez  (2018).  

7  For more  detail,  see  Bernstein et al. (2019a) an d (2019b).  

8  The  remainder could not be  reached for reasons  such  as  disconnected calls, a wrong  or  unavailable p hone  number, 
or unreturned voice  messages.  

9  These  interviewees  replied “no”  to  our initial  question  in the  follow-up  interview:  “First I’m g oing  to  ask  you  some  
questions  about your family’s u se  of  public  assistance  benefits. We  understand from y our survey  responses  from  
December  that you  or a  family  member decided not to  receive  a public  assistance  benefit, [specify  benefit], 
because  of  concerns abo ut getting  a green  card.  Is  that correct?”  
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All  six of  these  interviewees  were  foreign  born, and half  answered in English, but their  primary  language  was  
neither  English  nor Spanish. This  suggests  English  proficiency  could have  contributed to  some  respondents’ 
misunderstanding of  the  WBNS  questions. Some  interviewees  seemed reluctant or uncomfortable  discussing  
public assistance  receipt or  immigration  issues  during  the  follow-up  interviews.  

 

In  future  work, additional  probes  could help  assess  the  extent of  measurement error (in both  directions) o f  
reported  chilling  effects.  

10  This  type  of  measurement error in surveys  has  been  observed among  adults  who  are  unauthorized or have  been  
in the  US  for a short time  (Van  Hook  and Bachmeier 2013).  

11  Helena Bottemiller  Evich, “Immigrants, Fearing  Trump  Crackdown, Drop  out of  Nutrition  Programs,”  Politico, 
Sept 30, 2018, https://www.politico.com/story/2018/09/03/immigrants-nutrition-food-trump-crackdown-
806292.  

12  See  Bernstein et al.  (2019a)  for  WBNS  findings  on  immigrant families’ reported avoidance  of  routine activities, 
like  driving  a car, talking  to  police  or reporting  crime, or  going  to  public places, because  of  immigration  concerns.  

13  Michele W aslin, “How C alifornia  Is  Helping  Protect  Immigrants  from T rump’s Ag gressive  Immigration  
Enforcement,” Immigration  Impact, May  19, 2017, http://immigrationimpact.com/2017/05/19/california-
helping-protect-immigrants-trump-administrations-aggressive-immigration-enforcement/#.XUREBfJKhQJ; 
Catherine  Kim,  “California Is  about to  Be  the  First State  to  Expand Health  Care  to  Young  Unauthorized 
Immigrants,” Vox, June  12, 2019, https://www.vox.com/2019/6/12/18653901/california-expand-health-care-
unauthorized-immigrants.  

14  Matty  Fernandez, “Texas  Banned ‘Sanctuary  Cities.’ Some  Police  Departments  Didn’t Get the  Memo,”  New  York 
Times, March  15, 2018, https://www.nytimes.com/2018/03/15/us/texas-sanctuary-sb4-immigration.html.  

15  See  recent survey  research  from N ew  York  City  to  inform  messaging  strategies  around public  charge  (New  York  
City  Mayor’s  Office  of  Immigrant Affairs  2019).  

16  Ana B. Ibarra,  “Clinics  Struggle  to  Resolve  Fears  over  Medicaid  Sign-Ups  and Green  Cards,” KPCC, January  15, 
2019, https://www.scpr.org/news/2019/01/15/87898/clinics-struggle-to-resolve-fears-over-medicaid-si/; Olga 
Khazan, “Some  Immigrants  Choose  between  Food Stamps  and a Green  Card,”  Atlantic,  April  25, 2019, 
https://www.theatlantic.com/health/archive/2019/04/trumps-immigration-proposal-hurting-immigrant-
health/587908/.  
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Financial Performance of Medicare Advantage, 
Individual, and Group Health Insurance Markets 
Gretchen Jacobson, Rachel Fehr, Cynthia Cox, and Tricia Neuman 

Medicare-for-All proposals have  sparked discussion  about the role  of private  health insurance  in the  U.S. 
health care  system. Some  of the current  Medicare-for-All  proposals would  essentially eliminate private  
insurance. Others  would  allow  private insurers to  administer benefits under the  new  public  program, 
similar to the  role  of Medicare  Advantage  plans today, which  serve  as  a  private-plan  alternative to  
traditional Medicare. Another set of proposals would  create  a  new  Medicare-like public  plan option, but 
preserve  a role for  private  health insurance, including  employer-sponsored  coverage and  policies sold to  
individuals and families in the  Affordable Care  Act (ACA)  Marketplaces.  

As  context for these  discussions, this brief examines  and compares the financial performance of insurers 
in  the  Medicare Advantage, individual, and fully-insured  group markets, using  data  reported  by insurance  
companies to the National Association  of Insurance  Commissioners and  compiled  by  Mark Farrah  
Associates. We analyze how insurers’ gross margins vary across the three  markets, over time, and 
among insurers. Gross margins  are the  difference  between  premiums collected  and medical expenses 
and do  not account for  administrative  expenses.  The  brief also  examines  medical expenses  as  a  
percentage of premiums collected (simple loss ratios) across these  three  markets.  See the  Methods  
section for more information  on  calculations.  

Key  findings  include:  

 Annual gross margins in the  Medicare 
Advantage market averaged  $1,608 per 
covered  person  between  2016  and  2018,
about double  the  margins in the individual
and group  markets (E.S. Figure). Between 
2016  and 2018,  the individual market
experienced substantial volatility, and the 
three-year average  gross margins  are  not
representative  of any  single  year.   In  2016,
individual market insurers saw  significant
losses, and in 2018,  margins were 
unusually high and plans were overpriced due to policy uncertainty.

 When  aggregated  across all plans in this analysis, annual gross margins  sum to  $23.9  billion, $10.6 
billion, and  $26.5  billion for the Medicare  Advantage, individual, and  group  markets, respectively, for 
2016-2018. 

E.S. Figure

Note: The group market only includes fully-insured plans. Figures are averaged across 2016, 2017, and 2018.
Source: Kaiser Family Foundation analysis of data from Mark Farrah Associates Health Coverage Portal TM.

Annual gross margins in the Medicare Advantage market were
about double the margins in the individual and group markets

$1,608 

$779 
$855 

Medicare Advantage Market Individual Market Group Market

Average Gross Margins per Covered Person per Year, 2016-2018

Simple Loss Ratio 86% 84% 84%

https://www.kff.org/interactive/compare-medicare-for-all-public-plan-proposals/


 
 

 

 

         
      

      
     

     
      

   
  

     

	  Total medical expenses  as a share of  premiums  collected (simple loss ratios) were similar for across
the three  markets between 2016 and  2018 (about 84-86%; E.S. Figure). 

Each  of these three  health insurance  markets now  appear to  generate  high  gross margins  per  person, 
particularly for  insurers of Medicare  Advantage plans.  

Background on Private Insurance Markets 
The Medicare Advantage, individual (also  known  as  non-group), and fully-insured  group (employer)  
health insurance  markets are three  distinctly different markets. Each  of these  private insurance  markets 
has  unique features that affect the  profitability for  insurers, and which in turn  affect coverage for eligible  
people. These  markets are dominated  by many of the same  health insurers, with most of the  country’s 
largest health insurers offering  plans in  all three  markets.  

Medicare Advantage.  The Medicare  Advantage market provides  Medicare-covered  benefits through  
private  plans  to  22  million  Medicare  beneficiaries  in  2019, with  enrollment steadily  increasing  over the 
past decade. The federal government makes risk-adjusted  payments (higher payments for sicker  
enrollees  and lower payments for  healthier  enrollees) to  plans (averaging  $11,545  per  enrollee  in  2019) to  
cover the  preponderance  of the cost of Medicare  benefits for  plan  enrollees, with  some  plans charging  
enrollees  an additional premium. In  addition, the  Medicare  program pays plans  more if they submit bids  
below  the “benchmarks” set in statute  or qualify for  quality-related  bonus  payments; all of these  payments 
are included  as  premiums  in this analysis. In  2019, the federal payments to  Medicare Advantage  plans  
are  about the same  as what it would  cost to cover the  same  people  under traditional Medicare. When 
health risk  coding differences are fully taken into  account,  payments to  plans  are 1-2%  higher  than  
traditional Medicare. Selection  bias  has been estimated to result in annual spending  that is $1,253 lower  
for  each Medicare Advantage  enrollee  compared to similar  people  who remain in traditional Medicare, 
suggesting that pegging  payments to the costs of people in traditional Medicare  overpays plans.  

Individual Market. The individual market, which accounted for about 14 million people in 2018, includes 
coverage purchased by individuals and families through the Affordable Care Act’s exchanges 
(Marketplaces) as well as coverage purchased directly off-exchange, which includes both plans 
complying with the ACA’s rules and non-compliant coverage. (e.g., grandfathered policies purchased 
before the ACA went into effect and some short-term plans). The federal government provides subsidies 
for low-income people in the Marketplace and includes measures, such as risk adjustment, to help limit 
the financial liability of insurers. Insurers in the individual market receive premium payments from 
enrollees, plus any federal subsidies for people in the Marketplaces. Individual market premiums and plan 
availability have been considerably less stable than the Medicare Advantage and group markets.  

Group Market.  The fully-insured  group market, the largest of the three  markets (over 30  million  people in  
2018, excluding  plans regulated  by California’s Department of Managed Health  Care), serves employers 
and their employees that are  enrolled in fully-insured health  plans. This market includes  both  small and 
large  group plans, but excludes  employer-sponsored insurance  plans that are completely or partially self-
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funded, which  account for 61% of all workers with  employer-sponsored insurance.1  Plans typically  receive  
premium  payments from  both  employers and their  employees. While  both  average claims and  average 
premiums for enrollees in the  group market have increased, the  market has  been relatively stable for  
insurers over the  past decade.   

Average Gross Margins 
Average gross margins, or the average 
amount by which premium income 
exceeds claims costs per enrollee in a 
given year, are a key measure of insurer 
financial performance. 

Average Gross Margins. Gross margins 
for Medicare Advantage plans averaged 
$1,608 per covered person per year 
between 2016 and 2018 – about double 
the average annual gross margins for 
plans in the individual and group markets 
($779 and $855 per member per year, 
respectively; Figure 1). 

Figure 1

Note: The group market only includes fully-insured plans. Enrollment numbers do not include plans that do not file data 
with the NAIC, plans licensed as life insurance, California HMOs regulated by California’s Department of Managed 
Health Care, plans that recorded negative premiums, claims, or enrollment numbers, or plans domiciled outside of the 
U.S. Figures are averaged across 2016, 2017, and 2018.
Source: Kaiser Family Foundation analysis of data from Mark Farrah Associates Health Coverage Portal TM.

Annual gross margins in the Medicare Advantage market were
about double the margins in the individual and group markets

$1,608 

$779 $855 

Medicare Advantage Market Individual Market Group Market
Average number of 
enrollees in analysis per 
year, 2016-2018

14.9 million 13.6 million 31.0 million

Average Gross Margins per Covered Person per Year, 2016-2018

Average gross margins were calculated as the difference between total premiums collected and total 
medical expenses incurred, and were averaged across the past three years (2016 to 2018) to even out 
year-to-year fluctuations, particularly those in the individual market. As discussed more below, there has 
been significant volatility in individual market margins, due in part to underpricing in the early years of 
ACA implementation and more recent overcorrections amid uncertainty about ACA repeal, enforcement 
of the individual mandate, and in response to the Trump Administration’s decisions to cease cost-sharing 
subsidy payments and reduce funding for outreach. The three-year average gross margins shown in 
Figure 1 include a year when individual market insurers generally saw significant losses as well as a year 
when profits were unusually high. 

Gross margins do not necessarily translate into profitability since they do not account for administrative 
expenses. Nonetheless, gross margins are an indicator of financial performance and signal how much 
insurers retain, including profits, after paying for enrollees’ covered medical expenses. 
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Variation in Gross Margins  Over Time.  In  every  year since  2006, average gross margins for Medicare  
Advantage plans  have  exceeded those  of plans in the individual and  group markets (Figure  2).  Average 
gross margins for  Medicare  Advantage plans  climbed between  2006  and 2009, somewhat flattened  after  
2009, as  federal overpayments to  Medicare  Advantage  plans  took  on  a  more  prominent role in  policy  
discussions. Average  margins then  
dipped  somewhat after  2012 as  federal 
payments to  plans were reduced as  a  
result of the  ACA. Since  2015, average 
gross margins for  Medicare  Advantage 
plans  have  been  on the rise, with the  
average  gross margin for 2018 ($1,683 
per  member) nearly  reached its peak  
2009 value  of $1,692 per member. The  
increase in  average  gross margins in  
the  past few years has  primarily been  
due to  a sharp increase in  the  size  and 
number of plans receiving  bonus 
payments for high quality  ratings, with  
total bonus payments more than  
doubling between  2015  and  2018.  

Figure 2

Since 2006, Medicare Advantage plans’ average gross margins
have exceed those for plans in the individual or group markets

Note: The group market only includes fully-insured plans. 
Source: Kaiser Family Foundation analysis of data from Mark Farrah Associates Health Coverage Portal TM.

Gross margins in the individual market have  been  more volatile. Gross margins fell  from  about $446  per  
member per year  in  2013 to  -$122  in  2015  as the  ACA’s market rules  and  consumer  protections went into  
effect in  2014. At the time, insurers had very little information to work with in setting their premiums  and  
many underpriced, experiencing  significant losses. By  2017, the individual market generally had  begun to  
stabilize. However, going into  2018, insurers raised benchmark premiums  by  an  average  of 34%  in  
response to  policy changes such  as the  Trump  Administration’s decision to cease cost-sharing subsidy  
payments and  uncertainty  over whether the  ACA  as  a whole would  remain law  or whether the individual 
mandate would  be  enforced. These  premium  hikes, along with slow claims growth, made 2018 the  most 
profitable  year  for individual market insurers since the  ACA went into  effect. These  high 2018  individual 
market profits will be  offset somewhat by record  high Medical Loss Ratio rebates  insurers are required to  
issue in  2019 to  2018 en rollees  due to  overpricing. Premiums  fell  slightly  on  average for 2019, as it 
became clear that some insurers had raised  2018 rates  more than was  necessary, and  margins will likely  
be lower for 2019.  

Average  gross margins for  plans in the fully-insured group  market have  slowly, but steadily, increased  
since  2006, rising  71% from  $525  per  member in  2006 to  $897  per member in  2018.   

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3117270/
https://www.kff.org/wp-content/uploads/2015/06/generations-the-emerging-role-of-private-plans-in-medicare-jacobson.pdf
https://www.kff.org/wp-content/uploads/2015/06/generations-the-emerging-role-of-private-plans-in-medicare-jacobson.pdf
https://www.kff.org/medicare/issue-brief/a-dozen-facts-about-medicare-advantage/
https://www.kff.org/medicare/issue-brief/a-dozen-facts-about-medicare-advantage/
https://www.kff.org/health-reform/issue-brief/insurer-financial-performance-in-the-early-years-of-the-affordable-care-act/
https://www.kff.org/health-reform/issue-brief/individual-insurance-market-performance-in-2017/
https://www.kff.org/health-reform/state-indicator/percent-change-in-average-marketplace-premiums-by-metal-tier-2017-2019/
https://www.kff.org/private-insurance/issue-brief/individual-insurance-market-performance-in-2018/
https://www.kff.org/private-insurance/issue-brief/individual-insurance-market-performance-in-2018/
https://www.kff.org/private-insurance/issue-brief/individual-insurance-market-performance-in-2018/
https://www.kff.org/private-insurance/issue-brief/individual-insurance-market-performance-in-early-2019/


  
 

 
 

 
 

 
   

   
 

   
 

 
 

  
    

 
  

       
       

         
        

      
        

 
        

  

     
     

       
       

        
    

     
         

     
  

Simple Loss Ratios 
Simple loss ratios, or the 
percentage of premium income 
that insurers pay out in claims, 
provide further context about the 
financial status of each of these 
markets. Despite differences in 
gross margins, medical expenses 
comprised a similar share of total 
premiums collected (simple loss 
ratios) across plans in the 
Medicare Advantage, individual, 
and fully-insured group markets 
(Figure 3). Between 2016 and 
2018, the medical expenses of 
Medicare Advantage enrollees 
averaged  about 86%  of the total premiums collected  by Medicare  Advantage plans (primarily federal 
payments for Medicare-covered  benefits), which is similar to the individual market (84%) and fully-insured  
group  market (84%)  three-year averages.  

Figure 3

Note: The group market only includes fully-insured plans. Figures above represent claims divided by premiums, and are 
averaged across 2016, 2017, and 2018.
Source: Kaiser Family Foundation analysis of data from Mark Farrah Associates Health Coverage Portal TM.

Medical expenses as a percentage of premiums collected 
were similar across the three markets

86% 84% 84%

Medicare Advantage Market Individual Market Group Market

Average Medical Expenses as a Share of Total Premiums, 2016-2018

Medical expenses as a percentage of total premiums collected have been relatively constant since 2006, 
the first year for which data are available, for the plans in the Medicare Advantage and group markets. 
There has been quite a bit more year-to-year variation in the individual market since 2014, as the major 
provisions of the ACA went into effect and created uncertainty for insurers (see Appendix Table 1). 

As with the gross margins, the simple loss ratios do not account for administrative expenses, and medical 
loss ratios as defined by the ACA are generally higher because the ACA calculation makes adjustments 
for taxes, fees, and quality improvement expenses. As with the analysis of gross margins, medical 
expenses as a percentage of premiums collected were averaged across three years (2016 to 2018) to 
even out year-to-year fluctuations in the individual market. 

Reconciling Gross Margins and Simple Loss Ratios. Although loss ratios are similar across the three 
markets, gross margins are much higher for Medicare Advantage plans because both medical expenses 
and premiums are substantially higher for Medicare Advantage enrollees. In other words, a 5% margin, 
for example, in the Medicare Advantage market is a larger amount than a 5% margin in the individual or 
group market. People on Medicare tend to use more health care and incur higher medical expenses than 
people in the individual and group markets, and the federal payments (premiums) to Medicare Advantage 
plans are tied to the medical expenses of people in traditional Medicare. For instance, in 2018, Medicare 
Advantage enrollees spent an average of 1,856 days in a hospital per 1,000 enrollees, compared with 
averages of 304 and 294 hospital days for people in the individual and group markets, respectively 
(Appendix Table 2). 
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Variation in Performance Among Insurers Over Time
 

Annual gross margins varied  
substantially  among insurers in the  
individual market and Medicare  
Advantage market, with relatively less 
variation  among insurers in the fully-
insured  group market (Figure  4). In  
2018, most of the  Medicare Advantage  
market had  gross margins  between 
$1,014 (25th  percentile)  and  $2,342 (75th  
percentile), and  gross margins in  most of
the individual market varied substantially  
between $358  and $2,027 (25th  and  75th  
percentiles, respectively). In  contrast, 
gross margins in the fully-insured  group  
market varied much less (from  $501  at 
the  25th  percentile to  $1,215  at the  75th  percentile in  2018).   

 

Figure 4

Gross margins varied less across group market insurers than 
insurers in the individual or Medicare Advantage markets

Note: The middle line in each panel shows the annual average gross margin, and the shaded bands show the area 
between the 25th and 75th percentiles. The group market only includes fully-insured plans.
Source: Kaiser Family Foundation analysis of data from Mark Farrah Associates Health Coverage Portal TM.

In 2018, gross margins among insurers in the bottom quartile of the Medicare Advantage market (those 
with margins below $1,014) were similar to, or higher than, the average gross margin in the group market 
($897). Conversely, many insurers in the top quartile of gross margins in the group market (those with 
margins above $1,215) had margins lower than the average in the Medicare Advantage market ($1,683) 
in 2018. The group market may have less variation in gross margins in part because of less uncertainty 
and because it has not been as subject to changes in policy. In all markets, 5-10% of insurers had 
negative gross margins, with medical expenses exceeding premiums, indicating that some insurers are 
losing money in the same markets where other insurers are making profits. 
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Total Gross Margins
 

After aggregating  gross margins  
across all plans  and  enrollees in this 
analysis, total gross margins were  
highest for the fully-insured  group  
market for  all years between  2006  
and 2017 (Figure  5). However, as  of 
2018, the  Medicare  Advantage 
market has caught up to the  group  
market, with both  markets reaching  
$27 billion in total gross margins in  
2018. The rise in total gross margins  
for the  Medicare  Advantage  market is 
primarily due  to  a  steady increase  in  
people  enrolling in  Medicare  
Advantage plans  over the  past 
decade. Total gross margins in the individual market remain  significantly lower than the fully-insured  
group  or  Medicare Advantage  markets, reaching  $18 billion in  2018, in  part because fewer people  are  
covered in the individual market.   

Figure 5

Total gross margins for Medicare Advantage plans have 
been rapidly nearing those for the group market

Note: The group market only includes fully-insured plans. 
Source: Kaiser Family Foundation analysis of data from Mark Farrah Associates Health Coverage Portal TM.

For  2016 to  2018, total gross margins  averaged $23. 9  billion, $10.6  billion, and  $26.5  billion  per  year for  
the  Medicare  Advantage, individual, and  group  markets, respectively.2  Since this analysis excludes  some  
plans in these  markets (see  Methods for more  details), these  aggregated margins would  be larger if all 
plans were included.  

Discussion 
This analysis suggests insurers are profitable in each of the three markets. There is a particular focus in 
policy debates right now on Medicare Advantage plans. Several Medicare-for-All and other health reform 
proposals would allow private insurers to administer benefits under a new Medicare-like public option, 
which could be lucrative and attractive for health insurers, depending on how payments to plans are set. 
Based on the history of Medicare Advantage plans, setting payments to private plans at the appropriate 
rate remains a challenge, given competing goals of broadening plan choice and fiscal accountability. With 
a new public program or option, policymakers are likely to face similar challenges, depending on their 
goals and priorities. 
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Methods
 
We analyzed insurer-reported financial data from Health Coverage Portal TM, a  market database  
maintained  by Mark Farrah  Associates, which includes information from the  National Association  of 
Insurance Commissioners (NAIC). The dataset analyzed in this report does  not include NAIC plans  
licensed  as life insurance  or California  HMOs  regulated  by California’s Department of Managed  Health  
Care. We excluded  plans that filed  negative  enrollment,  premiums, or claims and  corrected for plans that 
did  not file “member months” in the  annual statement but did file  current year membership. The  group  
market in this analysis only includes fully insured  plans.3   Premiums to  Medicare  Advantage plans  do  not 
include payments for Medicare Part D benefits.  

Gross margins were  calculated  by subtracting the  sum  of total incurred claims from the sum of unadjusted 
health  premiums  earned  and  dividing by the total number  of members in  each  market.  Premiums for  
Medicare  Advantage plans  primarily consist of federal payments made to  plans for  Medicare-covered  
benefits, and  also include any additional amounts plans  may choose to charge their  enrollees.  Premiums  
for the individual market were  not adjusted to  account for  rebates required to  be  remitted  to  enrollees. To  
calculate  medical expenses as a  percentage  of premiums  (or simple  medical loss ratios), we divided the  
market-wide  sum  of total incurred claims by the  sum  of all unadjusted  health  premiums  earned. Medical 
loss ratios in this analysis are simple loss ratios and  do not adjust for quality improvement expenses, 
taxes, or risk  program  payments.   
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Appendix
 

Table 1: Average Medical Expenses as a Share of Total 
Premiums, 2016-2018

Year Medicare 
Advantage 
Market 

Individual 
Market 

Fully-Insured 
Group Market 

2006 87% 76% 83% 
2007 86% 82% 85% 
2008 86% 83% 86% 
2009 85% 84% 87% 
2010 86% 82% 84% 
2011 86% 85% 85% 
2012 85% 86% 85% 
2013 87% 87% 85% 
2014 87% 98% 83% 
2015 88% 102% 84% 
2016 86% 96% 84% 
2017 86% 83% 83% 
2018 86% 75% 83% 
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Table 2: Average Annual Hospital Patient Days per 1,000 
Enrollees, 2006-2018

Year Medicare 
Advantage 
Market 

Individual 
Market 

Fully-Insured 
Group Market 

2006 2,090 200 286 
2007 2,122 233 301 
2008 2,104 226 287 
2009 1,943 276 320 
2010 1,938 257 296 
2011 1,980 247 307 
2012 1,885 256 307 
2013 1,987 258 310 
2014 2,113 289 475 
2015 2,006 316 284 
2016 1,894 308 298 
2017 1,933 314 301 
2018 1,856 304 294 
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Endnotes
 
1  As of 2016, states must define small group as 1-100 employees (and large groups as having 101 or more 
employees). Prior to 2016, however, states were  allowed to continue to define small groups as having a maximum of 
50 employees.  
2  These figures are extrapolated based on enrollment in the plans included in this analysis, which do not represent 
the full enrollment of the private insurance market. Enrollment figures do  not include plans that do not file data  with 
the NAIC, plans licensed as life insurance, California HMOs regulated by California’s Department of Managed Health 
Care, plans that recorded negative premiums, claims, or enrollment numbers, or plans domiciled outside of the U.S.  
3  61% of workers  with employer-sponsored insurance are enrolled in a plan that is completely  or partially  self-funded. 
This analysis only  includes fully-insured group plans.  
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Influence of Out-of-Network Payment Standards on 

Insurer-Provider Bargaining: California's Experience 

Erin L. Duffy, PhD, MPH 

There is growing bipartisan drive to address the widespread consumer protection issue of surprise medical billing, with 

several federal proposals currently under consideration. 1-4 Such bills occur when patients involuntarily receive services 
from out-of-network (OON) providers, typically in emergencies or when treated by an OON physician at an in-network 

hospital without the opportunity to choose an alternative in-network physician. 5 In these cases, the provider bills the 

patient's insurer at usual and customary rates (or charges), which can be substantially higher than in-network rates.6 If the 
insurer does not pay these full charges, then the provider can bill the patient for the remaining balance. Several studies 
estimate that patients are at risk of receiving these bills for as many as 1 in 10 elective hospital admissions and 1 in 5 

emergency department visits.7'8 Although some patients have success in negotiating down the owed amount, these bills are 

widely viewed as unfair by patients and are a significant source of medical debt. 9-11 

There are 4 federal proposals to address surprise medical billing: separate bills from the Senate Health, Education, Labor 
and Pensions Committee and the House Energy and Commerce Committee; a bill from a bipartisan Senate working group 

led by Senator Bill Cassidy (R-LA); and a bipartisan House bill introduced by Representative Raul Ruiz (D-CA). 1-4 All 4 
protect patients from cost sharing above in-network levels and establish arbitration processes or set an OON payment 
standard dictating the amount that insurers must pay providers for services. Standards that incorporate commercial 
contracted rates are prominent among the options described in the current federal proposals. Although several states have 
policies in place to address surprise medical billing, California is one offew states with experience employing an OON 

payment standard based on commercial rates. 12 Federal and state policy makers can gain insights into the influence of this 
type of OON payment standard on the healthcare market from California's experience. 

California's Approach to Addressing Surprise Medical Billing 

California implemented a comprehensive policy (AB-72) addressing surprise medical billing for OON nonemergency 

physician services at in-network hospitals in 2017, expanding existing protections in emergency scenarios. 13,14 AB-72 
limits patients' cost sharing to in-network levels for all nonemergency physician services at in-network hospitals, unless 
patients provide written consent to billing 24 hours in advance of services. 

Insurers and health plans pay OON physicians at in-network hospitals the greater of the payer's local average contracted 
rate (ACR) or 125% of Medicare's fee-for-service reimbursement rate. ACR rulemaking is conducted separately for health 
insurers and health plans by the California Department oflnsurance (DOI) and the Department of Managed Health Care 
(DMHC), respectively. From July 2017 through December 2018, a legislated interim ACR was in effect using inflation-

adjusted 2015 rates that were self-reported by each payer.13 As of January 2019, the DMHC is updating ACRs annually 

with a 2-year lookback whereas the DOI continues to use the inflation-adjusted 2015 rates. 15,16 AB-72 also establishes a 
binding independent dispute resolution process to enable physicians to challenge payments from insurers and health plans. 
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Notably, state insurance regulations only apply to fully insured plans because employers' self-funded plans are subject to 

the Employee Retirement Income Security Act of 1974 preemption. 17 The current federal proposals would expand states' 
authority to regulate both fully insured and self-funded plan types. 

Negotiation Dynamics Underlying Surprise Medical Billing 

Surprise medical bills are a symptom of physicians and payers (ie, insurers and health plans) failing to contract with one 
another; thus, one must consider the dynamics between physicians and payers to understand the potential effects of policies 
that address surprise medical billing. Physicians and payers negotiate contracted rates, and the resulting rates reflect the 

relative leverage of each entity. l S, 19 Payers' leverage in negotiations with physicians can be influenced by market share and 
state regulations, such as California's provider to enrollee ratios, maximum travel times, and maximum appointment wait 

times.20 Such network adequacy requirements can be a source of leverage for physicians in remote or highly consolidated 
provider markets. Physicians and hospitals also gamer leverage through greater market share and a reputation that drives 
patient demand. 

Physicians and payers will reach a contract if they can agree on a rate that is amenable to both parties; if not, physicians will 
bill the payer and/or patient their charges. When an OON payment standard is imposed, charges are replaced by the new 
standard as the physician's price for OON services. An OON payment standard higher than existing negotiated rates creates 
an incentive for physicians to go OON. In tum, an OON payment standard below negotiated rates discourages payers from 

contracting and pressures providers to accept lower rates. 21 Such effects have been observed within the Medicare 
Advantage market, in which participating providers are prohibited from billing OON Medicare Advantage patients higher 
than traditional Medicare rates; thus, provider reimbursement by Medicare Advantage plans tracks traditional Medicare 

rates closely.22-24 

METHODS 

Data Collection 

In this case study, semistructured interviews were conducted with 28 stakeholders 6 to 12 months after AB-72 
implementation. Interviewees included representatives of advocacy organizations and state-level professional associations, 
as well as current executives of physician practice groups, hospitals, and health benefits companies. They were asked open
ended questions about 3 domains: ( 1) the effects of AB-72 on physician, hospital, and health benefits company 
stakeholders; (2) the effects of AB-72 on relationships and contracting dynamics among these stakeholders; and (3) the role 
of stakeholders in the legislative process. Potential interviewees were initially identified from among those who testified 
about AB-72 before the California Senate Committee on Health, authors of editorials and advocacy documents, and experts 

quoted in newspaper articles.13 Those who were interviewed were asked to recommend other individuals with relevant 
expertise or experience; 16 interviewees were identified by the author and 12 were referrals. This referral sampling process 
was repeated to obtain a sample reflecting a balance of stakeholder perspectives. 

Legislative, regulatory, and media materials related to AB-72 were collected, including bill text, analysis, rulemaking 
guidance, video and transcripts of testimony before the Senate Committee on Health, floor announcements, letters of 
support and opposition from stakeholders, news articles, and editorials. 

Analysis 
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Interview transcripts, hearing transcripts, and other documents were analyzed using process-tracing, pattern-matching, and 
explanation-building techniques with computer-based qualitative analysis software (Dedoose version 8.0.35 [SocioCultural 

Research Consultants, LLC; Los Angeles, California]). 25 Triangulation among these interview and document data was used 
to identify stakeholders' perspectives on and early responses to AB-72. 

RESULTS 

Provider, payer, and consumer advocate stakeholders agreed that it is important to protect patients from surprise medical 
bills and that the policy provides effective consumer protection. However, the OON payment standard has been disruptive 

to the contracting landscape. 

Contracting Between Hospital-Based Physicians and Payers 

Although the payment standard in AB-72 applies only to OON providers, stakeholders report that it is having substantial 

effects on hospital-based physicians who historically contracted with payers. When hospital-based physician groups and 
payers negotiated contracts prior to AB-72, the physicians' leverage was that they could walk away and bill the payers and 
patients their charges. Hospital-based physician groups with contracted rates above the new payment standard have lost that 
leverage because they would now face lower payments as OON providers. 

Applying the payer-reported local ACR as the OON payment standard has incentivized payers to lower or cancel contracts 
above their local ACR. One hospital-based interviewee expressed fear that over time "health plans could selectively 

terminate hospital-based physician contracts for those receiving the higher reimbursement level. . . bringing the average rate 
down." Physicians in anesthesiology, radiology, and orthopedic practices reported unprecedented decreases in payers' 
offered rates and less interest in contracting since AB-72 was passed into law. The use of historical rates to compute ACR in 
the DOI rulemaking may mitigate this. 

Insurer and health plan representatives asserted that their leverage in each market is primarily determined by the level of 
provider consolidation and state network adequacy requirements that mandate that networks include a sufficient number of 
physicians within a reasonable travel distance. In consolidated physician markets, payers perceive that they are 
underleveraged in negotiations because they must reach a contract agreement with the only provider group in the area. From 
their perspective, they gained a small amount of leverage under AB-72, and it corrected an existing imbalance. 

Consolidation Among Hospital-Based Specialists 

Hospital-based physicians are seeking to regain their leverage in negotiations with payers, and one approach is accelerating 
consolidation and exclusive contracting with facilities. Their logic follows that if only 1 practice exists in the local area 
serving all the local facilities, then payers will have to contract with them on their terms to fulfill network adequacy 
requirements. Although consolidation is an ongoing trend, several interviewees reported that AB-72 was "what clearly put it 
over the edge" for their practice. Physicians described engaging in mergers between practices and hiring independently 

practicing physicians in their area. 
Workforce Stability and Access to Care 

Some physicians experienced revenue decreases under the AB-72 OON payment standard, and many raised concerns about 
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long-term pay stagnation. One anesthesiologist expressed fears about the uncertain future of their practice if "rates are 
insufficient for me to recruit and retain the caliber of physicians that our hospital and surgery center clients expect." 
Another anesthesiologist contemplated leaving California to attain a higher standard of living in a state without OON 
payment regulations. 

AB-72 applies to nonemergency on-call consultations by neurologists, cardiologists, orthopedic surgeons, and other 
specialists. These physicians were accustomed to billing full charges for OON services, and the AB-72 payment standard is 
lower than what some are willing to accept for their labor. One physician observed that "we've had a number of surgeons 
just drop off the call list" under the new OON payment standard. Another explained that specialists are now unwilling to be 
on call for undesirable shifts: "All night long, holidays, weekends, etc- they're not going to work." 

This response could be especially problematic in safety net hospitals where physicians may rely on high commercial 
payments to cross-subsidize relatively low Medi-Cal rates. Several stakeholders reported that hospital-based specialist 
shortages are a longstanding issue for publicly insured patients and they expect only marginal impact from AB-72. 
However, in the words of one hospital stakeholder, marginal losses matter: "I think every loss of an important specialty is a 
problem when you're a Medi-Cal patient who needs care." 

DISCUSSION 

AB-72 successfully protects patients in fully insured plans from surprise medical bills. This study demonstrates that OON 
payment standards influence negotiating leverage between payers and providers. In the initial implementation of AB-72, 
employing a payer's own current ACR in the calculation of its future OON payment standard created a mechanism for 
insurers and health plans to lower their future payments to physicians. This incentivized payers to cancel or reduce the 
higher-priced contracts in their portfolio. 

Beginning in January 2019, DMHC applies contemporary contracted rates to calculate ACR, which may drive a 
continuation of the in-network price suppression reported by interviewees. Physician and hospital stakeholders interviewed 
for this study identified several negative aspects of this market disruption, but advocates for cost control may applaud these 
policy impacts. Policy makers seeking to contain healthcare costs through lower prices could use OON payment standards 
as a policy lever to place downward pressure on in-network rates. In contrast, DOI continues to compute ACR by projecting 
forward individual payers' 2015 contracted rates adjusted for inflation based on the Consumer Price Index for Medical Care 
Services. This approach preserves rates that reflect the relative pre-existing leverage of physicians and insurers. Therefore, 
it seems less apt to affect in-network rates or trigger the physician consolidation and workforce instability that interviewees 
reported in this study. 

Limitations 

There are several limitations to this study. The sample is not representative of all local markets across California; thus, this 
study may not capture the heterogeneity in policy effects by local population density, market concentration, and geography. 
Findings may not be directly generalizable to states with markedly different regulatory and market contexts. The timing of 
this study enables a close look at stakeholders' early experiences, but it does not permit comprehensive empirical study of 
long-term impacts. 

CONCLUSIONS 
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It is early in the implementation process of AB-72, and there may be long-term effects yet to be observed, but California 
offers a rare example of an OON payment standard based on commercial rates. Thus, California's experience can inform 
stakeholders and policy makers as they seek to address surprise medical billing nationally and across states. This study's 
findings demonstrate that an OON payment standard incorporating contracted rates influenced the bargaining landscape for 
insurers and providers, affecting network breadth and in-network rates. Policies modeled on AB-72 can potentially 
effectively protect consumers in fully insured plans from surprise medical bills and offer a policy lever to influence 
contracted rates. 
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Data Note: Impact of New Title X Regulations on 
Network Participation 

Brittni Frederiksen, Alina Salganicoff, Ivette Gomez, Laurie Sobel 

Since 1970, the federal  government has been funding  Title X, a national grant program to  support the 
delivery  of  family planning  services to  low-income individuals. On March 4, 2019, the Trump 
Administration finalized new regulations  that made major changes to the program, which  recently  granted 
$255  million to  fund  approximately  4,000  clinics and  service sites across the country. These new 
regulations  prohibit  any  sites  that receive Title X from providing abortion referrals,  mandate  referrals to  
prenatal  services for all pregnant patients,  and  require  complete financial  and physical separation  from  
abortion services.  (Title X funds have never been permitted to be used  to pay for abortions.) These 
regulations  are  a significant departure from the regulations  that were  in place, but mirror Reagan-era 
regulations that were upheld by the Supreme Court in Rust v Sullivan  in 1991 but never fully  
implemented. Nonetheless, these new regulations  are being  legally challenged through  8 lawsuits  
representing  23  States and provider  organizations (including the  American Medical Association and  
Planned  Parenthood). While several  of  the Federal  District Courts  hearing the cases initially  issued 
preliminary injunctions  blocking the implementation  of the regulations,  the 9th  Circuit Court of Appeals  
ruled  that the regulations  can  be implemented as the  cases  make their  way  through the courts.  

Effective July 15, 2019, Title X  projects  can no longer provide  abortion referrals  and must refer all  
pregnant clients to  prenatal care services regardless of their  wishes.  OPA required  all grantees to submit 
a compliance plan  by  August 19,  2019,  documenting the steps they  will take to change their programs to  
comply  with the final rule  and have stated they  will respond  with questions two weeks after that date. 
While financial  separation of all abortion services  from  other family planning services has been required  in 
the past, effective March 4, 2020,  all clinics must have full physical separation from abortion services  and 
other grantees and providers  may  opt to leave after that date.  This data note  provides estimates of the 
status of the Title X network  as of August 30, 2019.  Grantees  and sub-recipients  are continuing to make 
decisions about their participation  in the Title X program. The  most up-to-date information on the status of  
the Title X network can be found on  this  interactive map.  

Over one in five Title X sites will no longer be using 
program funding 
The HHS Office of Population Affairs operates the Title X program and funds “grantees” (health care
organizations, state health departments, or non-profits) that apply to oversee the distribution of federal 
dollars to safety-net clinics (sub-recipients) and other sites to provide family planning services to low-
income, uninsured, and underserved clients. In 2019, OPA funded 90 grantees that supported 
approximately 4,000 clinics nationwide, including specialized family planning clinics such as Planned 

https://www.govinfo.gov/content/pkg/FR-2019-03-04/pdf/2019-03461.pdf
https://supreme.justia.com/cases/federal/us/500/173/
https://www.kff.org/womens-health-policy/slide/status-of-legal-challenges-to-hhs-title-x-family-planning-rule/
https://www.hhs.gov/opa/sites/default/files/sample-compliance-plan-part-1.pdf
https://www.kff.org/interactive/the-status-of-participation-in-the-title-x-federal-family-planning-program/


   
 

   
  

  
  

 

  
          

     
     

Parenthood centers, primary care providers such as federally qualified health centers (FQHCs), and 
health departments, school-based, faith-based, and other private nonprofits. 

On August 19, 2019, Planned Parenthood informed  OPA that all  Planned  Parenthood direct grantees  and  
Planned  Parenthood  sub-grantees  will withdraw from the Title X  program.  All  eight  direct Planned  
Parenthood grantees  in the Title X program  and the majority  of sub-recipients have exited the program, 
while some sub-recipients  are still  in the  process of  withdrawing  (Figure 1). The  Planned  Parenthood  
grantees  that have  withdrawn include: Planned  Parenthood of Great Northwest and the Hawaiian Islands  
(Alaska), Planned Parenthood of Southern New England, Inc. (Connecticut),  Planned Parenthood of  
Great Northwest and the Hawaiian Islands (Idaho),  Planned Parenthood of Illinois (Illinois), Planned  
Parenthood of Minnesota,  North Dakota, South Dakota (Minnesota), Planned Parenthood of Northern 
New England (New Hampshire), Planned  Parenthood  of Greater Ohio (Ohio),  and  Planned  Parenthood  of  
Utah (Utah).  

In Utah, Planned Parenthood is the only Title X grantee in the state and in Alaska, Connecticut, and 
Minnesota, Planned Parenthood is the largest Title X grantee. 

23% of Title X Sites Have Stated They Will No Longer Use

Title X Funds

SOURCE: Kaiser Family Foundation analysis of Office of Population Affairs’ Title X Family Planning Directory, June 2019 and public statements and news coverage regarding 
clinic and grantee participation in Title X. 

Other grantees, subrecipients, and 

sites leaving Title X (502 sites)

Planned Parenthood grantees, 

subrecipients, and sites (409 sites)

Sites still in Title X Network (3,086 sites)

Among 3,997 Title X Sites

As of August 30, 2019

Figure 1

In addition to Planned Parenthood, numerous grantees and sub-recipient clinics and networks have 
announced they will no longer use Title X funds (Table 1). These grantees have said that the new rules 
would require them to deny individuals needed care and accurate information to make informed medical 
decisions. In total, 23% of sites that were receiving Title X funds will no longer use Title X funds. 

Data Note: Impact of New Title X Regulations on Network Participation 2 

https://www.plannedparenthood.org/uploads/filer_public/6b/d4/6bd4afe6-e152-4b36-bf9f-5ae029f63b27/final_letter_to_ca9_re_planned_parenthood_withdrawal_8-14-2019.pdf
https://www.hhs.gov/opa/grants-and-funding/recent-grant-awards/index.html
https://www.hhs.gov/opa/grants-and-funding/recent-grant-awards/index.html
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Table 1. Planned Parenthood sites by state and Title X grantees, sub-recipients, or sites that will 
no longer use Title X funds 

State Grantee or Sub-recipient Site Number of Clinics 

Alaska Planned Parenthood of Great Northwest and the Hawaiian Islands (grantee) 4 
Arizona Planned Parenthood Service Sites 4 

California 

San Francisco Department of Public Health (sub-recipient of Essential Access 
Health) 11 

Los Angeles County, Department of Health Services (sub-recipient of Essential 
Access Health) 17 

Planned Parenthood Service Sites 98 

Colorado Boulder Valley Women’s Health Center (sub-recipient of Colorado Department of 
Public Health and Environment) 2 

Connecticut Planned Parenthood Southern New England, Inc. (grantee) 17 
Delaware Planned Parenthood Service Sites 3 
DC Planned Parenthood Service Site 1 
Florida Planned Parenthood Service Sites 3 
Hawaii* State of Hawaii Department of Health (only grantee in state) 32 
Idaho Planned Parenthood of Great Northwest and the Hawaiian Islands (grantee) 1 

Illinois Aunt Martha’s, Illinois Department of Public Health, Planned Parenthood of Illinois 
(all 3 grantees) 104 

Indiana Planned Parenthood Service Sites 5 
Iowa Planned Parenthood Service Sites 7 
Kansas Planned Parenthood Site 1** 
Maine Maine Family Planning (only grantee in state) 52 
Maryland Maryland Department of Health (grantee) 73 

Massachusetts Massachusetts Department of Public Health (grantee) 31 
Health Imperatives, Inc (grantee) 18 

Michigan Planned Parenthood Service Sites 19 
Minnesota Planned Parenthood of Minnesota, North Dakota, South Dakota (grantee) 33 
Missouri Planned Parenthood Service Sites 5 
Montana Planned Parenthood Service Sites 5 

New 
Hampshire 

Manchester Community Health Center (service site of NH Dept. of Health and 
Human Services) 1 

Lamprey Healthcare in Nashua (service site of NH Dept. of Health and Human 
Services) 1 

Coos County Family Health Services in Berlin (sub-recipient of NH Dept. of Health 
and Human Services) 2 

The Joan G. Lovering Health Center in Greenland (sub-recipient of NH Dept. of 
Health and Human services) 1 

Equality Health Center in Concord (sub-recipient of NH Dept. of Health and Human 
services) 1 

Planned Parenthood of Northern New England (grantee) 5 
New Jersey Planned Parenthood Service Sites 23 

New York 

Public Health Solutions (grantee) 7 
Community Healthcare Network (sub-recipient of Public Health Solutions and New 
York State Department of Health) 13 

Planned Parenthood Service Sites 59 
Ohio Planned Parenthood of Greater Ohio (grantee) 17 
Oregon Oregon Health Authority (only grantee in state) 95 
Pennsylvania Planned Parenthood Sites 24 
Rhode Island Planned Parenthood (sub-recipient) 1 
Utah Planned Parenthood of Utah (only grantee in state) 8 
Virginia Planned Parenthood Service Sites 2 
Vermont Vermont Agency of Human Services (only grantee in state) 11 
Washington Washington State Department of Health (only grantee in state) 93 
West Virginia Planned Parenthood Site 1 
NOTES: Planned Parenthood grantees, sub-recipients, and service sites are withdrawing from the Title X program; *Based on Governor Ige’s 
statement dated July 30, 2018. **Located in KS, but a sub-recipient of Missouri Family Health Council, Inc 
SOURCE: This analysis is based on KFF analysis of the June 2019 listing of Title X sites available from the HHS Office of Population Affairs and 
public statements and news coverage regarding clinic and grantee participation in Title X. 

Data Note: Impact of New Title X Regulations on Network Participation 3 

http://sfmayor.org/article/mayor-london-breed-announces-department-public-health-withdrawal-title-x-grant-program
https://www.boulderwomenshealth.org/blog/womens-health-will-not-be-gagged
https://governor.hawaii.gov/newsroom/latest-news/office-of-the-governor-news-release-governor-ige-opposes-trump-administrations-attempt-to-limit-womens-health-care-services/
https://www.chicagotribune.com/business/ct-biz-illinois-rejects-grant-title-x-20190718-fmck7gl2gzfgnc6ynnqgnppdzy-story.html
https://www.pressherald.com/2019/07/22/maine-family-planning-why-we-said-no-to-federal-title-x-funding/
http://mgaleg.maryland.gov/webmga/frmMain.aspx?pid=billpage&stab=01&id=hb1272&tab=subject3&ys=2019RS
https://www.nhpr.org/post/most-nh-family-planning-providers-withdraw-title-x-over-trump-abortion-rule#stream/0
https://www.nhpr.org/post/most-nh-family-planning-providers-withdraw-title-x-over-trump-abortion-rule#stream/0
https://www.amny.com/news/title-x-nyc-nonprofits-1.33653348
https://www.oregon.gov/oha/ERD/Pages/Oregon-ends-participation-Title-X-response-Trump-gag-rule.aspx
https://www.rutlandherald.com/news/vermont-says-yes-to-planned-parenthood-no-to-title-x/article_0e9fe377-810a-5923-b1eb-86a7b2c3f7dd.html
https://www.doh.wa.gov/Portals/1/Documents/1600/HHS_Grant_FPHPA006462-01-00_Notice.pdf
https://www.plannedparenthood.org/about-us/newsroom/press-releases/trump-administration-gag-rule-forces-planned-parenthood-out-of-title-x-national-program-for-birth-control-2


   
 

 
   

     
 

 

 
 

The loss of Title X funding will likely create access 
barriers to quality family planning services across the 
country and few new grantees have joined the program to 
take their place 
One of  the Trump Administration’s  aims  with the  new  Title X regulations  is to  encourage participation  by  
“non-traditional” organizations  and broaden the  network, but there have been very few  additions to  the 
Title X network  of sites and grantees  (Figure 2). Only three new grantees  were added to the program as  
of April 1,  2019.  One of the new grantees is  the Obria Group, a  Christian  organization  based in Southern 
California that does  not  provide contraceptive services based  on religious objections to hormonal  
contraception, which is  a key service that has been  provided by Title X clinics, and is  still  required  by  the  
new  regulations.  These new  grantees have been  awarded a  very small portion of the total Title X funds  
awarded in the states  where they  are located.  

Only 3 New Grantees Joined Title X in 2019, Falling Far 

Short of Replacing Providers That Are Exiting the Program

SOURCE: Kaiser Family Foundation analysis of Office of Population Affairs’ Title X Family Planning Directory, June 2019 and public statements and news coverage regarding 
clinic and grantee participation in Title X;  HHS Title X Family Planning Service Grants Award by State, Fiscal Year 2019 Grantees. 

Other grantees, subrecipients, 

and sites leaving Title X 

Planned Parenthood grantees, 

subrecipients, and sites

Sites still in Title X Network

New Title X Grantees 

The Obria Group 

$1.7m / $22.7m in CA

City of El Paso

$300k / 14.9m in TX

Primary Care Medical 

Services of Poinciana

$300k / $11.8m in FL

Figure 2

As of August 30, 2019

Grantees  and sites that are leaving  the  program  will  try  to rely  on  state funds, reserves,  or additional  
external funding  to maintain their  ability to serve the same number of individuals, but these funds  may  not 
be a replacement for the loss of  federal dollars.  As of August 30, 2019, Hawaii, Illinois, Maryland,  
Vermont,  Washington,  Massachusetts,  Oregon,  California  and  New  York City  have made some state or  
local funding available to replace some of  the federal  funds,  but this may  only  be  a short term solution  
and it is unclear  whether  these revenues  will  be  available to compensate  providers  beyond  this  year.   

Data Note: Impact of New Title X Regulations on Network Participation 4 

https://www.obria.org/
https://www.hawaiipublicradio.org/post/hawaii-funds-womens-health-services-address-trump-rule-abortion-services#stream/0
https://www.chicagotribune.com/business/ct-biz-illinois-rejects-grant-title-x-20190718-fmck7gl2gzfgnc6ynnqgnppdzy-story.html
https://wtop.com/maryland/2019/04/maryland-lawmakers-ok-response-to-trump-family-planning-rule/
https://www.rutlandherald.com/news/vermont-says-yes-to-planned-parenthood-no-to-title-x/article_0e9fe377-810a-5923-b1eb-86a7b2c3f7dd.html
https://www.governor.wa.gov/news-media/inslee-and-health-secretary-wiesman-commit-protecting-access-reproductive-care-following
https://www.mass.gov/news/photo-release-governor-baker-signs-bill-to-restore-funding-for-title-x-services
https://www.politico.com/story/2019/08/16/planned-parenthood-trump-abortion-gag-rule-1664383
https://www.treasurer.ca.gov/chffa/clg/index.asp
https://www.amny.com/news/title-x-nyc-nonprofits-1.33653348


   
 

     
      

 

   
 

     
  

  
  

     
    

   
  

   

Currently, 19 of 90 Title X grantees have said they will no longer use Title X funds and more grantees 
may leave in March 2020 when the requirement for complete physical separation from abortion takes 
effect. 

Family planning providers  that  no longer have  Title X  support  will  likely face challenges  in meeting the  
family planning needs  of low-income residents  in their  communities  without the federal  program funds.  
This  means that clinics may  be forced to reduce hours, scale back or cut programs, reduce their stock of  
costly contraceptives like IUDs and implants, or decrease  outreach and  education efforts that have been 
supported by Title X. Many  clinics  may  not be able to sustain their current staff  without Title X funds, and  
could be forced to lay  off  medical staff, trainers, and educators.  In addition, some of the sites may lose 
their  eligibility for discount  contraceptives under the  340B Drug Pricing Program. Historically, Title X  
funded sites are qualified to participate in this program, which allows clinics to obtain contraceptives  and 
other drugs at considerably lower costs.  

Certain parts of the country are more adversely impacted 
than others 
Title X has been a long-standing program that has offered federal family planning funding to all 50 U.S. 
states, D.C., and territories. There are entire states that are Title X grantees through their health 
departments or who have a single state-wide grantee that either have formally withdrawn or are in the 
process of, withdrawing from the Title X program. As of August 30, 2019, Hawaii, Illinois, Maine, Oregon, 
Utah, Vermont, and Washington will no longer have Title X federally funded family planning clinics 
(Figure 3), even though some of these states have said they will use state dollars to offset some of the 
losses of federal funds to the clinics. Planned Parenthood clinics comprise a sizable share of the Title X 
network in Connecticut, Minnesota, California, and the Northeast that will no longer be participating in the 
Title X program 

Data Note: Impact of New Title X Regulations on Network Participation 5 

https://www.hrsa.gov/opa/index.html


   
 

 

 

   
 

     
    

  
         
     

In 13 states, Over Half of Clinics Will No Longer Be Relying on 

Title X Funds

SOURCE: KFF analysis of the June 2019 listing of Title X sites available from the HHS Office of Population Affairs and public statements and news coverage regarding clinic and grantee 
participation in Title X. 

Figure 3
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50-99% (6 states)
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25-49% (4 states)

1-25% (14 states & DC)
Network unchanged (19 states)

Share of Title X network that is 

no longer participating, by state

As of August 30, 2019

Given the small numbers of new grantees that have recently joined the Title X program and the 
considerable reduction in the share of family planning providers that are participating in Title X, the result 
of the implementation of these regulations could be a significant reduction in the availability of free or low-
cost family planning services to low-income women and men. It remains to be seen whether other 
organizations in these states will be able to absorb new clients and whether the existing sites and 
grantees will be able to serve the same number of clients with the level of comprehensive quality family 
planning services that the Title X program has facilitated since its inception in 1970. 

Data Note: Impact of New Title X Regulations on Network Participation 6 



 

 

   

 

     
    

    
   

     

    
    

  
  

  

   
     

    
    

   

   
    

  

   
   

       
   

 

  
  
  
   
  

         
    

      
   

      

» Fact  Sheet  
Final  Federal  Rule on  
Immigrants and Public  Charge  

UPDATED AUGUST 2019 

Overview 

Under federal law, an individual seeking admission to the U.S., or seeking to become a permanent 
resident (obtain a green card), is “inadmissible” if the individual at the time of application for admission 
or adjustment of status, is found to be likely at any time to become a “public charge." Public charge is a 
term used in current federal immigration law to refer to a person who federal officials determine is 
likely to become primarily dependent on the government for support. 

Immigration officials must consider specified public health and social services in a public charge 
determination. Currently, the only two public programs to be considered are income cash assistance and 
long-term care in an institution. As the summary below details, the final rule adds certain housing and 
nutrition assistance programs and non-emergency Medicaid (Medi-Cal in California) to the 
determination of public charge. 

Importantly, the rule does not include as relevant public benefits the Medi-Cal services undocumented 
immigrants are currently eligible to receive, including federally supported emergency Medi-Cal and 
state-funded comprehensive Medi-Cal coverage for undocumented children and undocumented young 
adults age 19-25. For more information on Medi-Cal benefits available to immigrants, read the ITUP 
publication, Health Care Programs for California Immigrants. 

This updated ITUP fact sheet reviews the final rule, existing federal law related to public charge and 
health care programs, and potential impacts on immigrant access to health care programs in California. 

Federal Law on Public Charge and Public Benefits 

The Immigration and Nationality Act (INA) identifies groups of immigrants that are ineligible to enter the 
U.S. or obtain lawful permanent resident (LPR) status if they are determined to be a “public charge.”1 

The INA outlines the minimum factors immigration officials must consider to determine whether an 
immigrant is likely to become a public charge. As part of a public charge assessment, an immigration 
officer must consider the applicant’s: 

 Age; 
 Health; 
 Family Status; 
 Assets, resources, and financial status; and 
 Education and skills. 

Existing Immigration and Naturalization Service (INS) rules require immigration officials to examine all 
the applicant’s circumstances. Immigration officials are prohibited from finding that an individual is 
likely to become a public charge because of the existence or the absence of any one factor. For example, 
an immigration official could not deny lawful entry to a low-income immigrant as a public charge based 
solely on income. The immigration official would also need to review the immigrant’s history of 

http://www.itup.org/health-care-programs-for-california-immigrants/
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employment, resources, education, etc. The existing rule requires the “totality of the individual’s 
circumstances” to be considered in a prospective evaluation.2 

Current Policy on Public Charge and Public Benefits. In 1999, INS issued interim Field Guidance on 
Deportability and Inadmissibility on Public Charge Grounds. This guidance sought to ease growing public 
confusion over the meaning of the term “public charge” and its relationship to the receipt of federal, 
state, or local public benefits. Under the 1999 policy guidance, INS defined public charge to mean “the 
likelihood of a foreign national becoming primarily dependent on the government for subsistence.” The 
guidance listed two public benefits as evidence of an immigrant’s likelihood of becoming a public 
charge: 

1.	 Receipt of public cash assistance for income maintenance; or 
2.	 Institutionalization for long-term care at government expense.”3 

Under the guidance, immigration officials are required to consider past use of these two public benefits, 
and only these two public benefits, in a public charge determination. Immigration officials must also 
consider all other circumstances, not just the use of these two public benefits, in determining whether 
an individual may become a public charge. 

Immigrants Excluded from Public Charge Determinations. Under existing law, some immigrants are not 
subject to public charge determinations, including: 

 Naturalized citizens, 
 Refugees, 
 Asylees, 
 Survivors of trafficking or domestic violence, and 
 Most LPRs. 

Summary of the Final Rule 

New Policy on Public Charge and Public Benefits. The final rule revises and broadens the definition of 
public charge. Under the final rule, an immigration official will continue to weigh all factors (age, health, 
etc.) relevant to the immigrant applicant for adjustment of status to determine whether the immigration 
official believes that at any time in the future: 

1.	 The applicant is more likely than not to receive one or more specific public benefits, listed 
below; and 

2.	 The applicant will more likely than not receive the public benefit(s) for more than 12 months in 
the aggregate within any 36-month period. 

If an immigration official believes the applicant, based on the totality of their circumstances, will more 
likely than not receive the specific benefit(s) for the indicated length of time, the applicant will be 
considered a public charge and denied the opportunity to legalize or adjust their status. 

The final rule rejects the existing public charge definition that requires immigration officials to 
evaluate the likelihood of an applicant becoming primarily dependent on the government for 
subsistence. 

2
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Public Benefits Considered in a Public Charge Determination. The final rule adds to the list of public 
health care programs and benefits that must be considered in a public charge determination. The final 
rule specifies that the following cash aid and noncash medical care, housing, and food benefit programs 
must be considered along with other factors in a public charge determination: 

 Receipt of public cash assistance for income maintenance; 
 Supplemental Nutrition Assistance Program (SNAP); 
 Section 8 Project-Based Rental Assistance and certain other forms of subsidized housing; and 
 Receipt of non-emergency Medicaid by non-pregnant adults (see next section for exemptions). 

Under the final rule, an immigrant’s reliance on the listed public benefits must meet specific thresholds 
to be considered as a “heavily weighted negative factor” in a public charge determination. For example, 
an immigrant needs to receive non-emergency Medicaid benefits for more than 12 months in the 
aggregate within a 36-month period to be a heavily weighted negative factor in a public charge 
determination. However, unless specifically exempted in the final rule, an immigration official can 
consider past use of the listed public benefits in the totality of circumstances evaluation, regardless of 
whether the threshold has been met. 

Non-emergency Medicaid Exemptions. In addition to exempting emergency Medicaid services from a 
public charge determination, the final rule excludes the use of non-emergency Medicaid from a public 
charge determination for the following populations and under the following circumstances: 

 Medicaid benefits received by an immigrant under 21 years of age; 
 Medicaid benefits received by a pregnant person, during pregnancy and 60 days postpartum; 
 Direct receipt of public benefits, including non-emergency Medicaid, by a member of an 

immigrant applicant’s household, so long as the applicant for adjustment of status is not listed 
as a direct beneficiary of the public benefit; 

 School-based Medicaid services or benefits provided to individuals at or below the maximum 
eligible age for secondary education, as determined by State law; 

 Services funded by Medicaid but provided under the Individuals with Disabilities Education Act 
(IDEA), a program providing free and appropriate public education to eligible children with 
disabilities; 

 Public benefits, including non-emergency Medicaid, provided to foreign-born children of U.S. 
parents in the adoption process; 

 Public benefits, including non-emergency Medicaid, used by immigrants (and their dependents) 
while enlisted in the U.S. Armed Forces and serving in active duty or in the Ready Reserve; and 

 Any public benefit (such as state-funded Medi-Cal) that is not listed in the final rule. 

In addition, the final rule excludes from a public charge determination public benefits that were also 
excluded under the 1999 policy guidance, if received before the effective date of the final rule. 

Types of Immigrants Affected by the Final Rule. The final rule primarily impacts undocumented 
immigrants applying for lawful residency status through the sponsorship of family members. These 
immigrants are subject to public charge determinations under existing law. In addition, LPRs that leave 
the U.S. for more than six months and reenter the U.S. may be subject to a public charge determination. 

Under the final rule, additional groups would be subject to public charge determinations for the first 
time, including certain non-immigrants seeking to extend their current period of authorized stay in the 
U.S. or those seeking to transition to another non-immigrant status. For example, an individual 

3
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authorized to study in the U.S and then return to their country of origin, if their studies take longer than 
anticipated, this individual may seek an extension of their stay and would be subject to a public charge 
determination under the final rule. 

Impact of the Final Rule 

Most immigrants subject to public charge determinations are already ineligible to receive the health 
benefits that would designate them as a public charge. Most undocumented immigrants are ineligible 
for federally-funded Medicaid services; except for emergency Medicaid services, which are exempt from 
a public charge determination. Therefore, the inclusion of non-emergency Medicaid in public charge 
assessments should not have a significant impact on immigrants seeking to legalize their status. 

The final rule may apply to LPRs that leave the U.S. for more than six months and then reenter the U.S. 
For these immigrants, prior enrollment in non-emergency Medicaid may be included in a public charge 
determination. In evaluating the proposed rule, the National Immigration Law Center (NILC) prepared 
materials to support the few immigrant categories subject to public charge determinations and who are 
eligible for federally funded, non-emergency Medicaid and other impacted programs. For more 
information, visit the NILC website. In addition, the California Department of Social Services (CDSS), 
Immigration Branch funds qualified nonprofit organizations to provide services to immigrants who 
reside in the state of California. For more information visit the CDSS website. 

State Funded Medi-Cal Programs. Currently, California provides comprehensive Medi-Cal coverage to 
low-income undocumented children up to age 19, using primarily state-only funding, offset in part by 
federal funds used to cover emergency Medi-Cal services. The final rule does not allow for the inclusion 
of Medi-Cal coverage for undocumented children in a public charge determination for either the parent 
or the child. First, the final rule states that immigration officials will not consider direct receipt of public 
benefits by the child of an applicant as a factor in a public charge determination. The final rule also 
excludes Medicaid use by individuals under age 21 from being considered in a public charge 
determination. Therefore, Medi-Cal coverage for undocumented, lawfully residing, or U.S. citizen 
children will not be considered in a parent’s or an undocumented child’s public charge determination. 
Second, the final rule states that the term “public charge” would only include receipt of any public 
benefit specifically listed in the final rule. State-funded medical programs are not listed in the final rule; 
therefore, these programs will not be included in a public charge determination. 

The expansion of comprehensive Medi-Cal coverage to low-income undocumented young adults age 19-
25 in 2020 will also rely primarily on state funds, offset in part by federal funds to cover emergency 
Medi-Cal services. Similar to the Medi-Cal expansion for undocumented children, the receipt of Medi-
Cal by undocumented young adults through a state-funded medical program will not be included in a 
public charge determination under the final rule. 

Health Status and Private Health Insurance Programs. While health is a factor in public charge 
determinations under existing law, the final rule changes how this factor is considered. Under the final 
rule, immigration officials will consider in a public charge determination any medical condition, including 
a disability, that effects an immigrant’s ability to attend school or work, or otherwise care for 
themselves. The final rule also adds an evaluation of an immigrant’s financial status as part of the 
evaluation of health and requires officials to evaluate the potential costs of treatment for the medical 
condition and whether an applicant has the resources to cover the anticipated future medical needs. 

4
 

https://www.nilc.org/issues/economic-support/pubcharge/
https://www.cdss.ca.gov/Benefits-Services/More-Services/Immigration-Services/Immigration-Services-Contractors
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As part of an assessment of assets, resources, and financial status, the final rule includes, for the first 
time, private health insurance or the financial resources to pay for medical costs as a heavily weighted 
positive factor in a public charge determination. Conversely, the lack of private health insurance or the 
lack of financial resources to pay for medical costs is a negative factor under the final rule. 

The final rule will take effect on October 15, unless implementation is stopped by one of the many legal 
challenges to the rule. The final rule will only apply to public benefits used after the effective date. For 
public benefits used prior to this date, the public charge policy outlined in the 1999 field guidance, 
described above, will remain in effect. 

Notes 

1 Section 212 of the Immigrant and Nationality Act (INA), Title 8 United States Code Section (U.S.C.) 1182.
 
2 Title 8 Code of Federal Regulations (CFR) 245a.3
 
3 64 Federal Register 28689, (May 26, 1999)
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Still Left Behind: Health Insurance 
Coverage and Access to Care 
Among Latinos in California 
Tara L. Becker, PhD; Susan H. Babey, PhD; and Shana A. Charles, PhD, MPP 

SUMMARY:  Data from the 2015-2016 
California Health Interview Survey show that 
Latinos remain less likely to have health 
insurance coverage than other Californians, as 
they are less likely to have insurance through 
an employer. Though 22% of uninsured Latinos 
are eligible for health insurance coverage 
through California’s Medicaid program (Medi-

Cal), an individual’s citizenship or permanent 
residency status remains a barrier to obtaining 
public coverage. This lack of coverage has 
important implications for the well-being of 
these Californian Latinos, because not only are 
uninsured Latinos in poorer health than those 
who are insured, but they also have less access 
to health care services. 

‘‘Latinos are more 
than two times 
more likely than 
other nonelderly 
racial/ethnic 
groups to be 
uninsured.’’ 

Support for this policy brief 
was provided by a grant from 
The California Endowment. 

Millions of Californians gained 
health insurance coverage under 

the Patient Protection and Affordable Care 
Act (ACA), and California’s uninsured rate 
has reached a historic low. Implementation 
of the ACA led to significant increases in 
health insurance coverage for all racial/ethnic 
groups across California.1 However, despite a 
significant increase in insurance rates, Latinos 
continue to have lower access to coverage 
than other Californians.1 Using data from 
the 2015-2016 California Health Interview 
Survey (CHIS), this policy brief examines 
differences within the Latino population in 
access to health insurance. The brief focuses 
on differential access by citizenship and 
language proficiency in order to assess how 
restrictions on Medicaid and health insurance 
exchange subsidies affect eligibility and 
access to insurance among this important 
segment of the California population. In 
addition, the brief describes how disparities 
in insurance coverage affect access to care. 

Latinos Continue to Have the Highest Rate 
of Uninsurance 

In California, Latinos are more than two 
times more likely than other nonelderly 
racial/ethnic groups to be uninsured, even 
with full implementation of the ACA 
(13.7%, compared to 6.4% for African 
Americans and 5.3% for non-Latino whites; 
Exhibit 1). However, Latinos also have one of 
the highest rates of enrollment in Medicaid 
(called Medi-Cal in California) (44.9%). 
Job-based coverage rates among Latinos are 
the lowest of all racial/ethnic groups, with 
one-third of Latinos reporting being insured 
through an employer (34.1%). 

One-Fifth of Uninsured Latinos Eligible for 
Medi-Cal 

Under the provisions of the ACA, any citizen 
or legal permanent resident with a household 
income less than 138% of the federal poverty 
level (FPL)2 is eligible to be enrolled in 
Medi-Cal, but individuals must take action 
to enroll themselves. Some of those who 
remain uninsured are eligible for coverage 
through Medi-Cal. In California, uninsured 
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Exhibit 1 Insurance Status by Racial/Ethnic Group, California, Ages 0-64 

‘‘Three in four
uninsured 
Latino children 
are eligible for 
Medi-Cal but 
are not enrolled.’’ 

people can access Medi-Cal enrollment 
through California’s private health insurance 
exchange, Covered CA, either online or with 
in-person assistance. Additionally, both 
county-level and hospital eligibility workers 
can help eligible people enroll in Medi-Cal. 

Despite available options, 21.6% of 
uninsured nonelderly Latinos (a total of 
410,000 people) are eligible for but not 
currently enrolled in Medi-Cal (Exhibit 2). 
Three out of every four uninsured Latino 
children (0-18 years) are eligible for Medi-
Cal enrollment (76.0%, or 139,000) but are 

Exhibit 2 Percent Currently Eligible for Medi-Cal Among Uninsured Latinos by Age Group, California,  
Ages 0-64 

Ages 19-64 

Ages 0-18 

Ages 0-64 

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 

15.8% 

76.0% 

21.6% 

Source: 2015-2016 California Health Interview Survey 
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34.1%

61.5%

50.7% 48.5%

39.4%

62.4%

44.9%
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Exhibit 1 Insurance Status by Racial/Ethnic Group, California, Ages 0-64

Uninsured Medicare Medi-Cal

Privately Purchased Other PublicEmployer-Based Insurance

Source:  2015-2016 California Health Interview Survey Note:  *** = Estimate is unstable due to a coefficient of variation 
over 30% and cannot be reported.
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Uninsured Rates by Demographic and Health Characteristics, Latino Adults, California, Exhibit 3A 
Ages 19-64 

Male 

Female 

19-25 Years 

26-34 Years 

35-44 Years 

45-54 Years 

55-64 Years 

Puerto Rican 

Mexican 

Guatemalan 

Salvadoran 

Other Central American 

South American 

Latino European 

Other Latino 

Two or More 

Good or Better Health 

Fair or Poor Health

 0% 5% 10% 15% 20% 25% 30% 35% 40% 

22.2% 

15.9% 

17.0% 

20.3% 

21.0% 

21.5% 

13.2% 

7.8%* 

19.1% 

35.9% 

23.6% 

16.6% 

13.7% 

21.4%* 

9.4% 

8.1% 

16.9% 

24.5% 
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Percent of Latinos Who Are Uninsured 

Source: 2015-2016 California Health Interview Survey 

* Estimates for Puerto Rican and Latino European are statistically 
unstable and should be interpreted with caution. 

not enrolled. Children (ages 0-18) have fewer 
restrictions on eligibility than adults, due to 
a higher income cutoff for eligibility (266% 
FPL), and in 2016 eligibility was expanded 
to include undocumented children. An 
additional 271,000 uninsured Latino adults 
(15.8%) are also eligible for Medi-Cal but are 
not enrolled. 

Of the uninsured Latinos ages 0-64 who 
are not currently eligible for Medi-Cal, 
nearly half (46.3%) are not U.S. citizens or 
permanent residents and therefore do not 
meet Medi-Cal eligibility criteria (data not 
shown). At present, California has legislation 
allowing the state to fund health care 
through Medi-Cal for residents regardless 
of their citizenship status, but the state 
needs to obtain a federal waiver in order to 
implement the program. If the program were 
implemented and fully funded, many of the 

Note: Latino ethnicity is self-reported. A small percentage of 
respondents who report being Latino identify as European 
(generally, Spanish or Portuguese). 

860,000 Latino adults who are currently 
ineligible because they are not citizens or 
permanent residents would gain the ability 
to enroll in Medi-Cal.3 Children are already 
eligible, regardless of citizenship status. 

Demographic and Health Characteristics of 
Uninsured Latinos 

Though Latinos as a group are more likely 
to be uninsured than other Californians, 
there are considerable differences within 
the Latino population (Exhibit 3A). Like 
other California women, Latina women are 
significantly less likely to be uninsured than 
Latino men (15.9% vs. 22.2%). In general, 
uninsured rates increase with age (although 
differences across age groups do not reach 
statistical significance), increasing from 
17.0% among those ages 19-25 to 21.5% 
among those ages 45-54, although those ages 
55 and older have the lowest uninsured rate 
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Exhibit 3B Uninsured Rates by Immigration-Related Characteristics, Latino Adults, California, 
Ages 19-64 

U.S.-Born Citizen 

Naturalized Citizen 

Permanent Resident 

No Green Card 

U.S. Born 

Under 5 Years 

5-9 Years 

10-14 Years 

15+ Years 

Speaks Only English 

Very Well/Well 

Not Well/Not at All 

0% 10% 20% 30% 40% 50%

10.5% 

11.6% 

16.5% 

44.7% 

10.5% 

41.3% 

44.6% 
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21.2% 
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‘‘Latinos who are
noncitizens and 
not permanent 
residents are 
more than four 
times more likely 
to be uninsured 
than U.S.-born 
Latinos.’’ 

Source: 2015-2016 California Health Interview Survey 

among nonelderly adults. These trends are 
consistent with those seen for all Californians. 

The uninsured rate differs significantly across 
Latino groups. Guatemalans are the most likely 
to be uninsured, with more than one-third 
lacking health insurance coverage, followed 
by Salvadorans, among whom nearly a quarter 
are uninsured. Puerto Ricans have the lowest 
uninsured rate, at 7.8%.4 This disparity likely 
reflects the fact that a higher proportion of 
those of Guatemalan and Salvadoran descent 
are not U.S. citizens and are therefore more 
likely to be ineligible for programs such as 
full-scope Medi-Cal or federal subsidies to 
purchase health insurance coverage through 
Covered California. In contrast, Puerto Ricans 
are U.S. citizens by birth, and those who report 
more than one Latino ethnicity or who fall into 
the “Other Latino” category are more likely to 
have been born in the U.S. Thus, the variations 
across those of different Latino ethnicities likely 
reflect the citizenship status and length of time 
members of these populations have resided in 
the United States. 

Uninsured rates are significantly higher among 
Latinos who are in fair or poor health than 

among those who report that their health is 
good or better. This means that Latinos who are 
more in need of health care are less likely to be 
able to access that care. Over time, this lack of 
access could lead to worsening overall health. 

The important role that citizenship status plays 
in access to health insurance coverage is shown 
in Exhibit 3B. Latinos who are noncitizens and 
not permanent residents are more than four 
times more likely to be uninsured than U.S.
born Latinos (44.7% vs. 10.5%), and more 
than 2.5 times more likely to be uninsured 
than Latino noncitizens who are permanent 
residents (44.7% vs. 16.5%). There is no 
difference between U.S.-born Latinos and 
those who are naturalized citizens. Latinos who 
immigrated to the U.S. less than 10 years ago 
are significantly more likely to be uninsured 
than those who immigrated 15 or more years 
ago; more than 40% of those who recently 
immigrated were uninsured, compared to 
21.2% of those who have lived in the U.S. for 
15 or more years. Latinos with low English 
proficiency are more than three times more 
likely to be uninsured than those who speak 
only English (31.0% vs. 9.9%). This could 
indicate that those who do not speak English 
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Uninsured Rates by Socioeconomic Characteristics Among Latino Adults, California, Exhibit 4 
Ages 19-64 

White 

African American 

Asian/Pacific Islander 

Other/Multiracial 

Less than High School 

High School 

Some College 

College Degree 

Under 139% FPL 

139-250% FPL 

251-400% FPL 

401%+ FPL 

Employed: 
Working 21+ Hr/Wk 

Employed: Other 

Unemployed 

Not in Labor Force 

Owns Home 

Rents/ 
Other Arrangement

 0% 5% 10% 15% 20% 25% 30%

17.1% 

17.9% 

13.5% 

21.0% 

27.8% 

17.1% 

13.2% 

10.7% 

24.1% 

22.3% 

13.7% 

7.4% 
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Source: 2015-2016 California Health Interview Survey 

† The federal poverty level (FPL) is an economic guideline 
that accounts for household size and is used to determine 
income eligibility for public programs such as food stamps and 
Medicaid. In 2016, 138% FPL was $16,394 for a single-person 
household, $22,108 for a two-person household, and $27,821 
for a three-person household. 

Note: Latino ethnicity is reported separately from racial information.   
Thus, people of Latino or Hispanic ancestry may also report being  
a member of one or more of these racial groups: American Indian/ 
Alaska Native, Native Hawaiian, or other Pacific Islander, Black or  
African American, Asian, white, or other. 

or who have spent less time in the U.S. face 
significant barriers to insurance enrollment. 

Socioeconomic Characteristics of 
Uninsured Latinos 

Uninsured rates did not differ significantly by 
race within the California Latino population 
(Exhibit 4).5 Among Latinos, uninsured 
rates varied significantly with educational 
attainment. The proportion of uninsured 
decreased with higher levels of education, 
such that the uninsured rate among Latinos 
who had less than a high school degree 
was about 2.5 times higher than among 
those who had a college degree (27.8% vs. 
10.7%). The biggest decrease in uninsured 
rates was between those with and without 

a high school degree, most likely because 
noncitizens who are not permanent residents 
are more heavily represented among those 
without a high school degree. 

Among all Californians, implementation of 
the ACA reduced income-based disparities in 
health insurance coverage by making health 
insurance available to those with incomes 
below 400% FPL.6 In contrast, among 
California Latinos, income-based disparities 
in 2015-2016 remained large and were 
statistically significant. Nearly one-quarter 
(24.1%) of Latinos with incomes below 
139% FPL and more than one-fifth (22.3%) 
of Latinos with incomes between 139% and 
150% FPL were uninsured, compared to 7.4% 

‘‘Income-based
disparities 
in insurance 
remained large 
among Latinos.’’ 

UCLA CENTER FOR HEALTH POLICY RESEARCH
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Exhibit 5 Logistic Regression Results Predicting Uninsured Status Among Latino Adults, California, 
Ages 19-64 

AOR 95% Conf Int 

Female 0.72 (0.50, 1.03) + 

Age Group (Reference = 55-64 years) 

19-25 years 1.67 (0.78, 3.57) 

26-34 years 1.10 (0.62, 1.95) 

35-44 years 1.00 (0.57, 1.77) 

45-54 years 1.26 (0.73, 2.17) 

Latino Ethnicity (Reference = Mexican) 

Puerto Rican 0.92 (0.20, 4.23) 

Guatemalan 1.40 (0.78, 2.51) 

Salvadoran 1.05 (0.50, 2.20) 

Other Central American 0.79 (0.29, 2.14) 

South American 1.04 (0.46, 2.33) 

Latino European 3.30 (0.18, 61.91) 

Other Latino 0.87 (0.20, 3.70) 

Two or More 0.71 (0.38, 1.32) 

Citizenship Status (Reference = U.S.-Born Citizen) 

Naturalized Citizen 0.94 (0.57, 1.57) 

Permanent Resident 1.09 (0.61, 1.94) 

No Green Card 4.12 (2.35, 7.23) *** 

Years Lived in the U.S. (Among Non-U.S. Born. Reference = 15+ Years) 

Less than 5 years 1.92 (0.98, 3.75) + 

5-9 years 1.77 (0.97, 3.23) + 

10-14 years 1.23 (0.76, 1.97) 

English Proficiency (Reference = English Only) 

Very Well/Well 1.01 (0.64, 1.58) 

Not Well/Not at All 1.51 (0.87, 2.63) 

Self-Reported Race (Reference = White) 

African American 0.87 (0.39, 1.96) 

Asian/Pacific Islander 0.67 (0.27, 1.63) 

Other/Multiple 1.25 (0.95, 1.65) 

Education (Reference = Less than High School) 

High School Degree 0.90 (0.63, 1.27) 

Attended College 0.95 (0.60, 1.49) 

College Degree 0.75 (0.45, 1.24) 

Income as Percent of Federal Poverty Level (Reference = Above 400% FPL) 

Under 139% FPL 1.66 (0.91, 3.02) + 

139-250% FPL 2.08 (1.20, 3.62) ** 

251-400% FPL 1.57 (0.77, 3.21) 

Employment Status (Reference = Employed, Working 21+ Hr/Wk) 

Employed: Other 0.90 (0.54, 1.49) 

Unemployed 1.48 (0.85, 2.60) 

Not in Labor Force 0.58 (0.38, 0.87) ** 

Does Not Own Home 1.00 (0.71, 1.40) 

In Fair or Poor Health 1.36 (0.98, 1.89) + 

Source:  2015-2016 California Health Interview Survey 

AOR = Adjusted Odds Ratio 

*** p<0.001; ** p<0.01; * p<0.05; + p<0.10 

Note:  Latino ethnicity is self-reported. A small percentage of 
respondents who report being Latino identify as European 
(generally, Spanish or Portuguese). 
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of those with incomes above 400% FPL. This  
difference reflects the fact that Latinos were  
disproportionately less likely to be eligible  
for the expansion in Medicaid eligibility  
and subsidies to purchase health insurance  
mandated by the ACA. These Californians  
have been left out of the expansion in coverage  
that was available to others. 

Latinos who are not in the labor force are less  
likely to be uninsured than Latinos who are  
unemployed (13.8% vs. 28.2%) or Latinos  
who are employed and working half-time or  
more (13.8% vs. 19.8%). Uninsured rates  
are significantly lower among those who own  
their home than among those who rent or  
have another living arrangement (13.1% vs.  
23.1%). These findings likely reflect the higher  
economic security of the former group. Those  
who remain out of the labor force are more  
likely to be those who have financial support  
and/or health insurance from another source  
(e.g., a spouse or SSDI). They are less likely  
to need to work to obtain health insurance  
coverage. Similarly, those who own their own  
home are generally more economically stable  
and have a higher income than those who rent  
or have another living arrangement. 

Citizenship Status and Income Explain 
Differences in Insurance Access for Latinos 

Up to this point, we have examined each 
of these demographic and socioeconomic 
characteristics separately. Exhibit 5 shows 
the results of a logistic regression model 
predicting being uninsured among nonelderly 
adult Latinos. This model adjusts for age, 
Latino ethnicity, immigration characteristics, 
socioeconomic status, and overall health. The 
results are presented as adjusted odds ratios 
(AOR), or the adjusted ratio of the odds of 
being uninsured among Latinos in each group 
listed in the table compared to Latinos in the 
respective reference group. Reference groups 
are listed in the table. A value below 1.0 
indicates that the group is less likely to be 
uninsured than the reference group. A value 
above 1.0 indicates that the group is more likely 
to be uninsured than the reference group. 

In the bivariate comparisons, the uninsured 
rate increased with age. However, after  
adjusting for other demographic, immigration,   
socioeconomic, and health characteristics, age 
is not a predictor of being uninsured among 
California Latinos. Women are less likely to 
be uninsured than men, but this difference 
is only marginally significant. Differences 
across Latino ethnic groups no longer reach 
statistical significance after adjusting for 
differences in immigration and socioeconomic 
characteristics. After adjusting for other 
characteristics, we found that only Latinos 
who are noncitizens and not permanent 
residents are more likely to be uninsured. 
Their uninsured rates decline with time spent 
in the U.S. 

The relationship between uninsured rates 
and education shown in Exhibit 4 is no 
longer present once other socioeconomic 
characteristics are adjusted for in the model. 
Latino college graduates are no less likely 
to be uninsured than Latinos with less 
education. Latinos with household incomes 
above 400% FPL are less likely to be 
uninsured than those with lower household 
incomes; however, the uninsured rate does 
not differ by income among those with 
incomes below 400% FPL. Latinos who 
are not in the labor force are less likely to 
be uninsured. This is most likely because 
those who are out of the labor force are 
more likely to be disabled and eligible for 
Medicare, or to be students or spouses who 
have parents or partners who are affluent 
enough to afford coverage or who work for 
an employer offering dependent coverage 
and are thus able to extend health insurance 
to other household members. Even after 
adjusting for demographic, immigration, 
and socioeconomic characteristics, Latinos 
who are in fair or poor health are more likely 
to be uninsured than those with good or 
better health, though this difference is only 
marginally significant. 

‘‘Latinos were
  
less likely to  
be eligible for  
the expansion  
in Medicaid  
eligibility and  
subsidies to  
purchase health  
insurance.’’ 
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Exhibit 6 Indicators of Poor Access to Health Care by Insurance Status Among Latino Adults, 
California, Ages 19-64 

UCLA CENTER FOR HEALTH POLICY RESEARCH 

8.7% 
6.0% 

10.1%* 
5.6% 

55%.2* 
26.3% 

Does Not Have a 
Usual Source of Care 

No Routine Check-Up 
in Past Year 

No Doctor Visit 
in Past Year 

ED Visit in Past Year 

Delayed Getting 
Needed Medical Care 

Delayed Filling 
Prescription 

Delayed Medical Care 
Due to Cost 

Delayed Filling 
Prescription Due to Cost

 0% 10% 20% 30% 40% 50% 60% 

51.4%* 
20.2% 

47.4%* 

12.4% 

17.0%* 

10.7% 
10.1% 

11.7% 

23.5% 

20.2% 

‘‘These findings
 
show the 
limitations 
of public 
health policies 
that exclude 
noncitizens.’’ 

Uninsured Insured 

Source: 2015-16 California Health Interview Survey 

* Statistically different from “Insured,” p<0.05

Uninsured Latinos Less Likely to Have 
Usual Source of Health Care, More Likely 
to Delay Medical Care Due to Cost 

Previous research has documented lower 
access to care among Latinos compared to 
non-Latino whites in California.7 These 
disparities in access are especially acute for 
the uninsured Latino population, for whom 
lack of insurance coverage is a significant 
barrier to receiving health care (Exhibit 6). 
More than half of uninsured Latino adults 
(51.4%) lacked a usual source of health 
care, compared to just 20.2% of those with 
insurance. In addition, 55.2% of uninsured 
Latino adults had not had a routine check-up 
in the past year, and 47.4% had not had any 
doctor visit at all in the past year, compared 
to 26.3% and 20.2%, respectively, of those 
with insurance. The proportion of Latino 
adults who delayed needed medical care or 
delayed filling a prescription did not differ by 
insurance status. However, uninsured Latinos 
were more likely than insured Latinos to 
delay needed medical care due to cost (10.1% 
and 5.6%, respectively). Although rates 
of emergency department (ED) utilization 

are typically higher among uninsured than 
insured populations, uninsured Latino adults 
(17.0%) had lower rates of ED visits in the 
past year than insured Latino adults (23.5%). 

Discussion and Conclusions 

Following the full implementation of the 
ACA, uninsured rates have remained much 
higher among nonelderly Latinos than among 
other nonelderly Californians. The results 
shown in this brief suggest that although 
a large number of uninsured Latinos are 
eligible for coverage, an important part of 
the story is the policy decision to exclude 
noncitizens who are not permanent residents 
from receiving the benefits of the Medicaid 
expansion and subsidies for purchasing health 
insurance through Covered California. 

Though uninsured rates differ across Latino 
groups and are particularly high among 
Guatemalans, these differences are nearly 
entirely explained by differences across these 
populations in citizenship status and time 
spent living in the United States. Beyond 
these immigration-related differences, low
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income and unemployed Latinos experience 
greater barriers to obtaining health insurance 
coverage. This difference reflects the 
fact that Latinos are less likely to receive 
coverage through an employer and were 
disproportionately less likely to be eligible 
for the expansion in Medicaid eligibility 
and subsidies to purchase health insurance 
mandated by the ACA. These Californians 
have been left out of the expansion in 
coverage that was available to others. The 
importance of these barriers is clear: Rather 
than the expected negative selection into 
health insurance coverage, Latinos who are 
in fair or poor health are less likely to have 
health insurance coverage than those in good 
or better health. 

These findings have important ramifications 
for access to care and for public health more 
generally. Though they report being in worse 
health, Latinos who are uninsured have fewer 
contacts with the health care system. They are 
less likely to have a usual source of care, to 
have seen a doctor, or to have had a routine 
check-up. Despite this, they are also less likely 
to visit the emergency room. This discrepancy 
could be due to familiarity with access to 
emergency room coverage or fear of the high 
costs of emergency room care. Although 
uninsured Latinos are not more likely to have 
delayed getting needed medical care or filling 
a prescription, they are more likely to report 
cost as a reason for these kinds of delayed care. 

The findings presented in this policy brief 
show the limitations of public health policies 
that exclude noncitizens. Bringing down 
the uninsured rate among Latinos will 
require expanding eligibility to noncitizens 
for public health coverage programs and/ 
or subsidies to purchase private coverage. 
Otherwise, Latinos will continue to be left 
behind. For example, California currently 
has legislation allowing the state to fund 
health care through Medi-Cal for residents 
regardless of citizenship status, but the 
state needs to obtain a federal waiver to 
be able to implement the program. If it is 
implemented, many of the 860,000 Latino 

adults in California who are currently 
ineligible because they are not citizens or 
permanent residents would gain the ability to 
enroll in Medi-Cal. 

Methodology 
This policy brief presents data from the 2015-2016 
cycle of the California Health Interview Survey (CHIS), 
conducted by the UCLA Center for Health Policy 
Research (CHPR). Health insurance coverage was 
measured at a point in time (at the time of responding 
to the survey). As a result, estimates presented here 
may differ from other sources that report coverage over 
the past year. CHIS is a telephone survey that uses 
a dual-frame, random-digit-dial (RDD) technique. 
Through the use of traditional landline RDD and 
cell-phone RDD sampling frames, the survey is 
representative of the state’s population. Survey items 
for the adult modules are self-reported, with data 
collected by trained interviewers. CHIS data are 
collected continuously throughout the year, and each 
full cycle is comprised of two years. Each year, CHIS 
completes interviews with adults, adolescents, and 
parents of children in more than 20,000 households, 
drawn from every county in the state. Interviews 
are conducted in English, Spanish, Chinese (both 
Mandarin and Cantonese), Vietnamese, Tagalog, and 
Korean. Interviews cover a diverse array of health-
related topics, including health insurance coverage, 
health status and behaviors, and access to health care. 
CHIS employs a complex survey design that requires 
analysts to use complex survey weights to provide 
accurate variance estimates and statistical testing. 
All analyses presented in this policy brief incorporate 
replicate weights to provide corrected confidence 
interval estimates and statistical tests. 
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ACA Heads Back To 
Supreme Court 
The high court will consider risk corridors payments as developments 
continue in areas like HRAs and contraceptive coverage. 
BY KATIE KEITH 

A
ctivity related to the Af
fordable Care Act (ACA) 
has stayed hot. Another 
case concerning the ACA is 
on its way to the Supreme 

Court, and the House of Representatives 
has passed new legislation to strengthen 
the law. In the meantime, the adminis
tration of President Donald Trump will 
allow new health reimbursement ar
rangements (HRAs), has proposed ma
jor changes to nondiscrimination pro
tections, and will maintain funding 
cuts to the navigator program. Mean
while, states continue to pursue reinsur
ance waivers, and a court has enjoined 
part of the contraceptive mandate. 

Supreme Court To Hear Risk 
Corridors Payments Challenge 
The risk corridors program, in place 
from 2014 through 2016 for qualified 
health plans in the individual and small-
group markets, was one of the ACA’s 
three premium stabilization programs 
and was designed to persuade risk-
averse insurers to participate in the 
new health insurance Marketplaces. In
surers entered the Marketplaces in 2013 
believing that risk corridors payments 
would be made regardless of how much 
money was collected. But in Decem
ber 2014 Congress passed the first of 
three appropriations riders that prohib
ited the Department of Health and Hu
man Services (HHS) from paying out 
more in risk corridors payments than 
it collected. Because insurer losses ex
ceeded profits, HHS collected far less in 
risk corridors payments than it owed to 
insurers: For 2014 HHS was able to make 
prorated payments at a rate of only 

12.6 percent, and by 2016 HHS owed 
more than $12 billion to insurers. 
Insurers sued in response. In June 

2018 a three-judge panel of the Federal 
Circuit held that the government did 
not have to pay insurers the full amount 
owed in risk corridors payments. The 
court concluded that the ACA required 
the government to make the payments 
but that this obligation was suspended 
by the subsequent appropriations riders. 
In late June 2019 the Supreme Court 
agreed to hear the insurers’ appeal dur
ing its next term. 

Administration Allows Use Of 
HRAs In Individual Market 
In mid-June the Departments of Trea
sury, Labor, and HHS finalized a rule 
to expand the use of HRAs. This rule 
completes the regulatory trifecta from 
President Trump’s 2017 executive order, 
which directed federal agencies to ex
pand access to short-term coverage, as
sociation health plans, and HRAs. 
An HRA is an account-based group 

health plan that allows employers to 
fund medical care expenses for their em
ployees on a pretax basis. Historically, 
HRAs could not be used to pay premi
ums for coverage in the individual mar
ket. The final rule reverses this prece
dent and makes two primary changes 
to the regulation of HRAs and other ac-
count-based group health plans. 
First, employers can provide an HRA 

that is integrated with individual health 
insurance coverage (HRA-IIHIC). This 
will allow employers to fund premiums 
for their employees in the individual 
market beginning in 2020. The rule also 
prohibits an employee who is offered an 

“affordable” HRA-IIHIC from being eli
gible for premium tax credits and au
thorizes a special enrollment period in 
the individual market for those who gain 
access to an HRA-IIHIC. 
Second, employers can offer new “ex

cepted benefits HRAs.” These HRAs can 
be funded up to $1,800 and used to pay 
premiums for benefits such as limited 
vision and dental coverage that are ex
cepted from many ACA requirements; 
short-term plans; and premiums for 
continuation coverage under the Con
solidated Omnibus Budget Reconcilia
tion Act (COBRA). 
The administration estimates that 

11.4 million people will be in an HRA
IIHIC in 2029. The rule could spur em
ployers that do not currently offer cov
erage to fund HRA-IIHICs—or lead to 
coverage losses if employers shift to 
HRA-IIHICs and employees do not ac
cept the HRA or obtain other coverage. 
Other consumers may be newly ineligi
ble for premium tax credits because they 
have a new HRA-IIHIC option. The im
pact on the individual market will 
depend on the risk profile of employees 
offered the new HRA-IIHIC option. 

OCR Proposes Major Changes 
To Nondiscrimination 
Protections 
In late May the HHS Office for Civil 
Rights (OCR) proposed a new rule to 
revise the agency’s prior interpretation 
of the ACA’s chief nondiscrimination 
provision, Section 1557. As proposed, 
the rule would eliminate major parts 
of a 2016 Obama-era regulation and 
change the scope of Section 1557. 
Among other changes, the proposed 

rule would eliminate four things: non
discrimination protections based on 
sex, gender identity, and association; 
the requirement that covered entities 
include translated taglines in communi
cations to consumers; requirements to 
publicly post information about Section 
1557; and the definitions section of the 
current rule (thereby eliminating defini
tions of key terms such as “covered enti
ty”). OCR also proposes to eliminate 
sexual orientation and gender identity 
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from other HHS regulations, such as 
nondiscrimination standards for quali
fied health plans. 
OCR states that the prior rule ex

ceeded its authority, led to confusion, 
and imposed unjustified regulatory bur-
dens.With respect to changes to protec
tions for transgender people and wom
en, OCR relies heavily on a district court 
opinion that enjoined part of the 2016 
rule. (Other cases have reached the op
posite conclusion.) OCR estimates that 
theproposedrule would save $3.6 billion 
over five years, largely as a result of 
eliminating tagline requirements. 
Comments on the proposed rule are 

due August 13. In the meantime, the 
2016 rule remains in effect, and liti
gation is likely to continue. 

New Nationwide Injunction 
On Contraceptive Mandate 
In early June Judge Reed O’Connor of 
the Northern District of Texas perma
nently enjoined the federal government 
from enforcing the ACA’s contraceptive 
mandate against those who object to 
contraceptive coverage for religious rea
sons. The court found that the mandate 
and accommodations process for reli
gious entities violate the Religious Free
dom Restoration Act (RFRA). Under 
O’Connor’s ruling, all employers and 
individuals who object to contraceptive 
coverage based on sincerely held reli
gious beliefs are exempt from the con
traceptive mandate and do not have to 
use the accommodations process. 
Under the now-enjoined accommoda

tion, eligible organizations that object 
to contraceptive coverage must inform 
their insurer, third-party administrator, 
or the federal government that they have 
an objection. This entity (for example, 
the insurer) then ensures that contra
ceptives are provided at no cost to em
ployees and students. The accommoda
tion was designed to enable employees 
and students to access contraceptives 
while ensuring that objecting entities 
do not contract, arrange, pay, or refer 
for them. However, it proved unaccept
able to some religious entities. 
Eight federal appellate courts have 

concluded that the accommodation does 
not violate RFRA; one appellate court 
has disagreed. The Supreme Court has 
not yet settled the issue. In 2018 the 
Trump administration finalized new 

rules to make the accommodation proc
ess optional for objecting entities. Those 
rules have been preliminarily enjoined 
by courts and thus are not in effect. 
In the meantime, two Texas couples 

and a business filed a class-action law
suit before Judge O’Connor. The plain
tiffs objected, based on their religious 
beliefs, to having or providing con
traceptive coverage and requested a 
classwide injunction to prevent the ad
ministration from enforcing the man
date against religious objectors. They 
asserted that the Obama-era accommo
dation process violates RFRA. 
Judge O’Connor agreed with the 

plaintiffs. He concluded that having to 
notify a separate entity regarding an 
objection to contraceptive coverage is 
a religious exercise. He relied heavily 
on the fact that the Trump administra
tion did not defend the mandate in 
court. The federal government had sim
ply conceded, agreeing with the plain
tiffs that the mandate violates RFRA. 
Because no one is defending the man

date, there is no apparent party to appeal 
this decision. Judge O’Connor did not 
rule on a request from Nevada to inter
vene in the case. The decision also sets 
up dueling nationwide injunctions over 
the scope of the contraceptive mandate. 

House Democrats Pass 
Legislation To Strengthen ACA 
In mid-May the House of Representa
tives passed omnibus legislation aiming 
to bolster the ACA and lower prescrip
tion drug costs. Its ACA-related compo
nents would reverse many of the Trump 
administration’s efforts that Democrats 
view as undermining the ACA. 
The legislation restores funding for 

marketing and outreach and the naviga
tor program, provides funding for states 
to establish their own Marketplaces, 
and reverses the Trump administra
tion’s recent rule on short-term plans. 
It also requires increased transparency 
regarding ACA-related activities by 
HHS, prohibits HHS from ending auto
matic reenrollment in Marketplace 
plans, and expresses the sense of Con
gress that HHS should not limit “silver 
loading”—the practice of loading premi
um increases to make up for insurers’ 
loss of cost-sharing reduction payments 
onto silver plans, thereby increasing 
premium tax credits. 

Five Republicans joined House Dem
ocrats in voting for the bill, but it is 
doubtful that it will be taken up by the 
Republican-controlled Senate. Sepa
rately, the House voted to roll back the 
Trump administration’s 2018 guidance 
on Section 1332 waivers. The guidance 
aims to make it easier for states to use 
such waivers to restructure their health 
insurance markets. 

States Continue To Pursue 
Reinsurance Waivers 
Speaking of Section 1332, HHS contin
ues to encourage states to pursue state 
innovation waivers. Federal officials re
cently released new user-fee data and a 
request for information on new waiver 
concepts. To date, no state has applied 
for the broad waivers envisioned in the 
2018 guidance. Additional states—most 
recently Colorado and North Dakota— 
are, however, pursuing state-based re
insurance programs; both of these states 
are pursuing an “attachment point” 
model, meaning that insurers are re
imbursed for per claim losses above a 
specified amount, although each pro
gram has unique design features. Other 
states, such as Delaware and Montana, 
are expected to submit reinsurance 
waiver applications for 2020. 

Transparency; Navigator 
Program Funding 
In late June President Trump issued an 
executive order designed to promote 
health care price and quality transpar
ency. The order directs various federal 
agencies to require the disclosure of “ac
tual” health care rates and to expand the 
use of health savings accounts. 
HHS will continue to fund the naviga

tor program in the thirty-four states 
with a federally facilitated Marketplace 
at $10 million per year for 2020 and 
2021. Since the Trump administration 
took office, the navigator program has 
been cut by about 84 percent. ▪ 

Katie Keith (katie.keith@georgetown.edu) is a 
principal at Keith Policy Solutions, LLC, an 
appointed consumer representative to the National 
Association of Insurance Commissioners, and an 
adjunct professor at the Georgetown University 
Law Center. She is also a Health Affairs 
contributing editor. [Published online July 8, 2019.] 
Readers can find more detail and updates on health 
reform on Health Affairs Blog (http:// 
healthaffairs.org/blog/), where Keith publishes 
rapid-response “Following The ACA” posts. 
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