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Carrie Au-Yeung: Hello, and thank you for attending today's SHARE Webinar, The Individual 

Mandate: Theory and Practice. My name is Carrie Au-Yeung. I'm a research 

fellow with the SHARE program and I'll be moderating today's event. Before 

we begin, I'll cover a few technical items. 

 

 First, broadcast audio is available for today's Webinar through your computer 

speakers. However, you can also listen today by telephone by dialing (800) 

745-9476. All phones will be muted for the duration of the call. If you're 

having trouble accessing the visual presentation today, please call the 

ReadyTalk helpline at (800) 843-9166. 

 

 If you're able to log into the ReadyTalk portion but are still having technical 

problems, you can also ask for help using the chat feature on the left-hand side 

of the viewing screen. The presentation portion of today's event will be 

followed by a question and answer session. Questions can be submitted at any 

time throughout the Webinar using the chat feature. 
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 And now I'd like to introduce the subject of today's event, the Individual 

Mandate. The Massachusetts health reforms signed into law in 2006 served as 

a model for the Federal Affordable Care Act of 2010. Both reforms contain 

the same core elements, one of which is an individual mandate to purchase 

health insurance coverage that meets a minimum set of standards. 

 

 In each case the goal of the mandate is to offset the potential for adverse risk 

selection in the individual market by moving more and presumably healthier 

people into the individual market's risk pool. 

 

 Dr. Amanda Kowalski, Assistant Professor of Economics at Yale University, 

together with Dr. Jonathan Kolstad, Assistant Professor of Health Care 

Management at the University of Pennsylvania's Wharton School, is leading a 

SHARE-funded evaluation of Massachusetts' 2006 individual coverage 

mandate. 

 

 Today Amanda will focus on an analysis of whether and to what extent that 

Massachusetts individual mandate mitigated risk selection in the state's 

individual insurance market. Amanda is joined today by Nancy Turnbull, 

Senior Lecturer in Health Policy at Harvard University School of Public 

Health. 

 

 Nancy will provide a state-level perspective of the mechanics of 

Massachusetts health reforms. Nancy is currently a Board Member on 

Massachusetts Insurance Exchange and she was the Deputy Commissioner of 

Health Policy at the Massachusetts Division of Insurance when the state 

adopted its initial reforms to the small group and individual health insurance 

markets. 
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 Before we begin today's formal presentations, I'd like to quickly hand the call 

over to Dr. Lynn Blewett, Principal Investigator and Director of the SHARE 

program and Director of the State Health Access Data Assistance Center, or 

SHADAC, where SHARE is located. 

 

Lynn Blewett: Thank you, Carrie, and welcome, everybody, to todays' SHARE Webinar. 

This is a series that we support with the goal of disseminating policy-relevant 

information in a timely way and we try to bring together an audience of state 

officials and analysts with research and experts on health reform topics. And I 

want to thank Amanda and Nancy for participating today and providing us 

with your expertise. 

 

 As many of you know, SHARE is a grant-making program that supports 

research on the health reform issues at the state level. We focus currently on 

state-level implementation of the Affordable Care Act and other efforts 

designed to increase coverage and access. 

 

 We're a national program of the Robert Wood Johnson Foundation, housed at 

the State Health Access Data Assistance Center - SHADAC - at the University 

of Minnesota School of Public Health. SHARE has awarded a total of 33rd - 

33 research grants and - with a new round coming which will be launched in 

October. 

 

 As Carrie mentioned, today's Webinar draws upon a SHARE grant that Dr. 

Kowalski was awarded in 2012. We'd like to thank the Robert Wood Johnson 

Foundation for supporting SHARE and supporting state health policy research 

and we look forward to the presentation today. 

 

Carrie A-Yeung: All right. Thank you, Lynn. And now I'd like to briefly tell everyone a little 

bit about our first speaker, Dr. Amanda Kowalski, before she gives her 
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presentation. As mentioned, Amanda is Assistant Professor of Economics at 

Yale University. She is also a faculty research fellow at the National Bureau 

of Economic Research, or NBER. 

 

 As a health economist, Amanda specializes in applying econometric 

techniques to answer questions that inform current debates in health policy. 

Her recent research explores the impact of the 2006 Massachusetts health 

reform with an eye toward the likely impact of the Affordable Care Act, 

focusing specifically on hospital care, labor market outcomes and risk 

selection in the individual health insurance market. 

 

 Before joining the faculty at Yale, Amanda held a post-doctoral fellowship in 

health and aging at NBER and Cambridge. She also spent two years in 

Washington, D.C. - one as a Research Assistant in Health and Labor at the 

White House Counsel of Economic Advisors, and the second as the Okun-

Model Fellow at the Brookings Institution. And now I will hand the call over 

to Amanda. 

 

Amanda Kowalski: Yes. Thank you very much for having me. I'd like to thank SHARE for the 

grant that they provided to us which helps - has helped us to complete this 

research. And thank you very much to Nancy for your upcoming comments. 

And thank you to all of you who've logged into this Webinar. 

 

 So during this Webinar I'm going to present research that I've done jointly 

with my co-author, Jonathan Kolstad, who is also a PI on the grant. And also 

my co-author, Martin Hackmann, who was a graduate student at Yale 

University and is now moving on to the faculty at Penn State. He is just 

starting his job right now. I know that Jon is also joining the call and that 

Martin might also be joining the call, as well. 
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 If you're interested in reading the whole paper you can find the whole paper 

on any of our - any of our websites or you can find an earlier version of it on 

the National Bureau of Economic Research website. And I also want to thank 

(Harry) and the group of people at SHARE for putting together a brief based 

on this paper which you can find on the SHARE website. 

 

 So, as was mentioned, the focus of this paper to see if the Massachusetts 

health reform mitigated adverse selection in the individual health insurance 

market. So first I will explain what - how Massachusetts health reform was 

similar to the national reform in terms of the policies that could impact the 

individual health insurance market. 

 

 Then we'll go over a brief overview of the methods and data that we used. 

And then I'll walk you through some of the very accessible results on what 

happened to coverage, what happened to costs, what happened to premiums 

and the welfare implications. 

 

 And then with our time remaining we'll talk about the implications of what we 

found in Massachusetts for national reform and I'll also give you quick hints at 

some other things that we have worked on and things that we are working on. 

 

 So, as I assume many of you that are joining the call know, the Massachusetts 

health reform of 2006 had many similarities to the national reform that was 

passed in 2010 and is still being implemented now. Both reforms had five 

main elements to get people covered with health insurance and - the most 

prominent of which is the individual mandate. 

 

 There was also an employer mandate, expansions in Medicaid, expansions in 

subsidized coverage that's not fully subsidized, like Medicaid, for people that 

are just a little too high-income to qualify for Medicaid. And then there also 
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was the establishment of a health insurance exchange in Massachusetts and a - 

also exchanges at the state level under national reform. 

 

 So as we think about, really, what is the impact of this reform on the 

individual health insurance market? So that's the market for health insurance 

for people that purchase it outside of employment. 

 

 Really we think that the main impact goes in the Massachusetts health reform 

and under the national health reform which would be to get people covered 

and get more people into the pool, largely because of the individual mandate. 

 

 And then another impact that we might find is that, because the health 

insurance exchanges make the market for health insurance more transparent, it 

could also be the case that insurers have to charge less of a mark-up. And so 

the cost - so the premiums that they charge could actually be lower, relative to 

what they pay out. 

 

 So those are - that is - those are the main elements of the reform that we 

expect to have an impact on the individual health insurance market which will 

formulize with our methodology. So our main method is actually going to be 

very simple. 

 

 So, under the economic theory of adverse selection, if the insurer can't tell 

who the healthy people are or who the sick people are, then the people who 

sign up for coverage are likely going to be the sickest people first because 

they have the highest value for health insurance. 

 

 And then, if the insurer can't - either can't tell who those people are, relative to 

the healthy people, or just can't differentially price relative to the healthy 

people - then it's only actually going to be the health - the sick people that are 
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willing to sign up because the insurer has to charge the average cost of - of 

insuring everybody who signs up. 

 

 So, under adverse selection, the sickest people sign up for coverage first. One 

way that, in theory, we think about getting rid of adverse selection is by 

having a mandate and forcing everyone to join the pool. If everybody joins the 

pool then the insurer can then charge the average cost of the entire community 

as opposed to just the average cost of the people who sign up. 

 

 And therefore the average cost should be lower. So it's based on this simple 

theory that we can actually apply and practice because Massachusetts was the 

first to have the individual mandate that we can use to see, well, why was 

there actually adverse selection in the first place? 

 

 So we can tell that there was adverse selection if we see that coverage 

increased and when coverage increased the cost that the insurers paid out on 

behalf of the covered people actually went down, on average. 

 

 So that's going to indicate to us that the people who signed up were healthier 

and, in a very formal, sense lower cost than the people who had already been 

sign up - signed up. So this is building on a previous work in the economics 

literature by Einav, Finkelstein and Cullen which we extend to our framework 

here. 

 

 So it's a very simple test that we're going to do - is we're just going to see did 

the cost that the insurers paid out decrease on average from before the reform 

to after the reform and, if they did, then we'll know that the original health 

insurance market was adversely selected. 
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 Similarly, we can also examine what happened to premiums. So premiums 

can actually go down for two reasons. The premiums could go down if there 

are healthier people in the pool and the premiums could also go down if the 

insurers just decide to charge a lower mark-up over what they have to pay out. 

 

 And so that's another thing that we're going to test and then we'll see actually - 

did mark-ups go down and also was there adverse selection, by comparing 

what happened to premiums to what happened to costs? 

 

 So I thought this was going to be a very simple test and it would be interesting 

to see the results of these tests were - will be something like, yes, there was 

adverse selection and yes, premiums did go down. 

 

 But then the question is, well, are people better off because of those things? 

And how do we think about how much people are made better off? And that's 

where it really - where we're going to have pull in our theory. 

 

 So under adverse selection and under mark-ups the market isn't as well-off as 

it could be because there are people who would like to buy health insurance at 

a price that they'd be willing to pay but they don't actually buy it because the 

price that it's offered at is too high. 

 

 But then, when you get more people into the - into the fold with the individual 

mandate or by having mark-ups go down, and those people are lower cost, 

then the whole society might be better off because the people that wanted to 

purchase coverage before and couldn't purchase it at a price that they - that 

they wanted to pay, can now purchase it. 

 

 And the people that were already in the pool get cross-subsidized by these 

lower cost people who are - who are joining the pool. So that's the sense - 



State Health Access Reform Evaluation (SHARE) 

Moderator: Carrie Au-Yeung 

8-21-14/12:00 pm CT 

Page 9 

that's the very formal sense in which people and society can be made better 

off by getting more people into the pool. 

 

 The actual technical sense is going to be beyond the scope of this presentation 

but I'm giving you a hint at what the theory looks at here and I'll refer you to 

the paper or even to the brief to get more of a sense of what this graph is that 

I'm showing you. 

 

 But the key here is that in this graph there are some people whose willingness 

to pay for insurance is higher than would actually cost to insure them but 

they're not insured because the insurer just charges the average cost of the 

people who are signed up until you have the individual mandate or until mark-

ups go down. 

 

 And so I'm going to have to just rush through this because I have limited time 

with you, but what we're going to do is going to be very simple. We're just 

going to examine what happens to coverage - average costs and premiums - 

by comparing Massachusetts to a synthetic control group of other states. 

 

 And then, based on those changes, we're actually just going to redraw this 

graph here using what we got from those changes, and then we're going to 

estimate the changes in welfare, which are those shaded regions in the graph. 

 

 So I'm going to give you results that say people in Massachusetts were about 

$300 better off - and that $300, in a formal sense, is going to be that shaded 

region in the graph. But I'm necessarily going to have to pack it - go over this 

quickly - just - and refer you to the - to the paper. 
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 Another thing that comes out of our theory is that we will also be able to see 

what would be the optimal penalty associated with the individual mandate that 

- that would have gotten everybody into the pool. 

 

 And so that's something that I will report to you, too. So, to estimate what 

happened to coverage costs and premiums, we're going to need a data source. 

The data source that we're going to use is compiled by SNL Financial from 

the National Association of Insurance Commissioners' report. We're going to 

use data from 2004 to 2011. 

 

 And the Massachusetts health reform happened in 2006 so we have a pre-

period and a post-period. And from SNL Financial the filings report, at the 

firm market year level, for all of the people in the individual health insurance 

market, or almost all the people in the individual health insurance market - the 

enrollment in member months, the cost to insurers and the premiums. 

 

 Because we want to just focus on the individual health insurance market and 

not a subsidized market, we're going to drop insurers that offer 

Commonwealth Care plans. The only thing that we can't get from SNL 

Financial that we could get from another data source is the entire size of the 

population that potentially could enter the individual health insurance market. 

So SNL Financial just gives us the raw enrollment for the number of people 

who did sign up. 

 

 But to get the denominator of the entire potential population that could have 

signed up we use data from the National Health Interview Survey and to make 

our data comparable to the SNL data, where we don't focus that subsidized 

coverage, we're just going to restrict the sample to individuals that earn more 

than 300% of the federal poverty line so that we won't actually get any kind of 
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variation that comes from the Medicaid expansions or from the 

Commonwealth Care expansions. 

 

 So, without further ado, I'll just allow the data to speak. So we're just going to 

examine coverage, which is going to be - going to be determined by the SNL 

data and then NHIS data. Then the cost to insurers. Then the premiums. So 

here in the next slide I'll show you what happened to coverage in 

Massachusetts versus other states. 

 

 So here you can see that we've normalized coverage in 2004 to be zero on the 

slide - and Massachusetts is the blue dash line. You can see that trends in 

coverage looked relatively similar in Massachusetts and other states and we've 

actually matched on the trends in coverage from 2004 to 2005 to decide which 

states to include in the control group. 

 

 And then you can definitely see that there was a large increase in coverage. If 

you're thinking about the numbers that you've heard for the increases in 

coverage in Massachusetts, you might be surprised that coverage started at 

70%, but it only started at 70% in the individual market. In the market, as a 

whole, coverage was a lot higher. 

 

 But the individual health insurance market is arguably one of the markets that 

should have the greatest impact from reform. And, indeed, we see that - on a 

base of about 70 - 70% coverage - we see a 21.7 percentage point increase in 

coverage in Massachusetts. 

 

 And then when we break it down to how much of that coverage was due to 

adverse selection and how much was due to decreases in mark-ups. We see 

that the lion's share was due to decreases in adverse selection. So then on to 

what happened to cost. 
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 So, as we discussed before, when we examine what happened to the cost that 

the insurers paid out on behalf of the insured beneficiaries, that's going to be 

our main test for adverse selection because it definitely shows - if we see that 

costs went down, on average, from before the reform to after the reform - that 

lower cost people signed up after the reform. 

 

 So here's what we see. You can see that Massachusetts and non-Massachusetts 

have similar trends in average costs and that you see - and then you see that 

after the reform was implemented - after those two red lines - the cost 

decreased more in Massachusetts than they did in other states. 

 

 These numbers are all decided by the medical rule - the consumer - the 

consumer price index for medical care. So you see that insureds and insurance 

decreased by $459 per person per year which is about an 8.7% reduction of 

the pre-reform base average cost of $5271 per person. 

 

 So we definitely see evidence that the people who signed up for coverage in 

Massachusetts following reform were lower cost, on average, than the people 

who were signed up before the reform. 

 

 So the last element that we're going to examine is what happens to premiums. 

As we mentioned before, premiums will go down for two reasons - because 

lower cost people have signed up and also if there's any change in how 

insurers do their pricing, and if they just decide to charge lower premiums as a 

ratio to - as a ratio to the cost. 

 

 And you see here an even bigger decrease in premiums in Massachusetts and 

the decline that we saw in average cost. So you see that premiums decreased 

by $1368 per person, which is more than the roughly $500 decrease we saw in 
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average cost, and that that's about 23.3% of the pre-reform base. So it's an 

even bigger reduction in premiums in terms of the percentage changes. 

 

 And this is - this is a real phenomenon. So if you were looking at what 

premiums were in Massachusetts after the reform versus before the reform, in 

the individual health insurance market, premiums went down. And this is - 

this is really a striking thing to see because, in general, health insurance costs 

go up. 

 

 As a health economist, that's the way that - just sort of the water tapers, you 

know. Health insurance costs are high and they increase, and it's very rare that 

we see any decreases in premiums. And in Massachusetts we saw decreases in 

premiums, also in nominal terms. 

 

 So with these three inputs - the increase in coverage, the decrease in average 

costs and the decrease in premiums - now we have the inputs that we need for 

our model so that we can draw - draw our graph and understand what 

happened to welfare. So when we do that, we see that the reform actually 

increased welfare by about $300 per person per year. 

 

 If we consider that there about 212,000 individuals that were potentially in the 

individual health insurance market in Massachusetts, then we're finding a 

welfare gain of about $63.5 million, over all, per year. 

 

 And 80% of that welfare gain came from reductions in adverse selection and 

the remaining 20% came from decreased mark-ups which could have occurred 

just because the introduction of the exchange made the markets for health 

insurance function more - more efficiently. 
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 So, in summary, when we see that coverage increased, insurer cost decreased 

and premiums decreased, then we can put that together and see that those 

things were - those things were actually very positive for the market. 

 

 Welfare increased by about $300 per person per year and then we also find 

that the optimal minimal penalty associated with the individual mandate 

would be a little bit higher than it was in Massachusetts. 

 

 In this population that we studied the penalty was about $1250. We'd find that 

the optimal penalty that would induce the efficient coverage would be a little 

bit higher. And that's good news for national reform because the penalties for 

not having health insurance, at least after they're fully phased in, are higher 

under national reform than they - than they were in Massachusetts. 

 

 So then, speaking of national reform - national reform - what are the 

implications for national reform? Well one big caveat in trying to extrapolate 

our results for Massachusetts to other states is that Massachusetts already had 

some regulations in place that could have exacerbated adverse selection. 

 

 So in Massachusetts there were already - before the reform was passed, there 

were community rating regulations which required insurers to effectively 

charge sustained price to all comers, regardless of their age, gender or health 

status - subject to a few nuances but, in general, there are severe pricing 

restrictions in Massachusetts. 

 

 And there are also guaranteed issue regulations that said that insurers couldn't 

deny anybody who wanted to sign up for coverage. And so those two things 

together might have made it so that the Massachusetts individual health 

insurance market was more adversely selected than the individual health 

insurance markets in other states. 
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 Because what happens when you're not allowed to turn anybody away and 

you have to charge everybody the same price is that you end up charging a 

high price and the sick - and the healthy people are going to be deterred from 

entering the market. 

 

 So there was a handful - there were a handful of states that already had these 

community ratings and guaranteed issue regulations, and we think that these 

results should generalize to the other states fairly well. 

 

 But it will be interesting to see that - to see what happened in the other states 

that didn't already have these regulations because it could be the case that they 

weren't as adversely selected as Massachusetts was and so the declines in 

premiums that you could see in other states might actually be - be smaller than 

what we saw in Massachusetts. 

 

 There's another really important implication here which is that pre-reform 

Massachusetts resembled what the world would have looked like had the 

Supreme Court struck down the individual mandate while retaining the 

community rating and guaranteed issue regulation. 

 

 So even though Massachusetts was only among a handful of states that 

already had the community rating and guaranteed issue regulations, now in all 

states we have those regulations because that's an element of the Affordable 

Care Act. So pre-reform Massachusetts had those regulations but not the 

individual mandate and our research shows that there was a continual - a 

considerable welfare loss from adverse selection. 

 

 And our research implies that, had we had the community rating and 

guaranteed issue regulations nationally and the absence of the individual 
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mandate, there also would have been a welfare loss from adverse selection. So 

those are some of the main implications for national reform. I would also just 

call you - call your attention to - to some other studies that my co-authors and 

I have worked on. 

 

 So one set of studies is - this is actually the fourth paper that we've written on 

Massachusetts health reform with an eye toward national reform so it's giving 

you the citations where you can find the others. 

 

 And then I would also just like to call your attention to this framework that 

we've developed here is a framework that could actually be applied state-by-

state for national health reform. 

 

 As soon as the data come in, we use the same framework to see what 

happened to cost, what happened to coverage and what happened to premiums 

and then examine what is the impact of welfare nationally. 

 

 Right now we are in the processes of actually applying this methodology to all 

the states using data from 2014 and that paper will be forthcoming as a 

Brookings Paper on Economic Activity which will be released on September 

11, 2014. So I encourage you to look out for that. All right. With that, I guess 

I'll turn it over to Nancy. 

 

Nancy Turnbull: Thanks, Amanda. So I'm delighted to be joining you all and good morning or 

afternoon, wherever you are. It's particularly nice to be part of a conversation 

that's about something other than websites and I know that there are a few of 

you from states who are on the call that probably empathize with that. 
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 I want to thank Amanda for a really interesting presentation. I agree 

completely with her findings that the individual mandate here has certainly 

had a very positive effect on our individual insurance market. 

 

 What I'm going to do is try to offer a few more general comments and 

observations about how the individual mandate has affected Massachusetts in 

a much less rigorous and academic way. But more - kind of talking a little bit 

about what we've seen on the ground. 

 

 I'm hoping that this is going to complement Amanda's work. I think it will 

maybe suggest some ideas for other research for Amanda. We'll be happy to 

continue to provide fodder for your research and publications and I hope it's 

also going to be of a little bit of use for those of you who - either on the 

federal or state level - are doing the really critical work of continuing to 

implement the law. 

 

 So, as Carrie said and Amanda referenced, the coverage law in Massachusetts 

from 2006 looks very similar to the ACA in terms of its major components, 

including the individual mandate. 

 

 There are, however, a couple of differences that I think are important in terms 

of thinking about how generalizable the impact of the experience we've had 

here has been on the individual market, how this might look a little bit 

different in other states. 

 

 Amanda just talked a little bit about some of the different insurance 

regulations we had here. I think there are a couple of other things that I would 

just mention which will, I think, amplify a couple of things that Amanda said 

and also I'll point out a couple of other issues. 
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 So, earlier in her presentation, Amanda talked about the Commonwealth Care 

program here in Massachusetts. And I think this is actually interesting to think 

about because we took a very different approach to structuring subsidized 

coverage for moderate income people who weren't eligible for Medicaid here 

in our 2006 law that is in the Affordable Care Act. 

 

 As you all know, in the ACA, people who aren't eligible for Medicaid but 

have moderate incomes will buy coverage using tax credits through the 

exchange and they'll actually go into the individual health insurance market. 

Here, at least until the ACA implementation, that's not the approach that we 

took. 

 

 And we actually set up an entirely separate program of subsidized coverage, 

called Commonwealth Care, which Amanda referred to. So, just - this is a 

program that people who are not eligible for Medicaid, not eligible for 

employer-sponsored coverage, but had incomes up to three times the poverty 

level were eligible for. And it was run as an entirely separate program. 

 

 So, instead of what's happening now - under the ACA of people who get tax 

credits go into and become part of the individual insurance market, in the 

Commonwealth Care program, those people did not join the individual 

insurance market. They were an entirely separate rating and risk pool that was 

run and financed by the state and also financed by the feds, obviously. 

Entirely separate products, different carriers, and a different subsidy schedule. 

 

 And I think this is interesting to think about because it means that, here, in the 

experiments that Amanda looked at, we didn't have a lot of people going into 

our individual insurance market who actually are now going into the 

individual insurance market in other states and actually will be going into our 

market here because people in Commonwealth Care are either being 
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converted over to the Medicaid program, if they're eligible, or are now going 

into the exchange and buying coverage in the individual market. 

 

 So what this means, I think, is that the initial selection and welfare gains that 

Amanda and her colleagues have looked at may actually change here in 

Massachusetts as we have - with probably another 100,000 people or so who 

are going to join our individual market. But it also means that those people 

probably look quite a bit different from the people who didn't get subsidies 

and joined our market here during the period that Amanda looked at. 

 

 There are going to be lower income - on many of them much lower income. 

We know that income is correlated, to some extent, with health status and 

health needs. So we may, in fact, find here that there's a significant change in 

our individual market as a result of the conversion that's going on and we may 

also really find in my other states that the people who joined here initially 

don't look like the people who are joining other states. 

 

 So that's the first thing. So I think that there's going to be actually, Amanda, 

for you and your colleagues, another really interesting paper here - if you're 

not already working on this - about as we change the structure of the 

Commonwealth Care Program, what effect does that have? 

 

 The second thing that I would point out is that we had a really different 

subsidy scheduled here and, in fact, we're maintaining a different subsidy 

schedule. 

 

 And it's interesting to think about what the implications of this has been about 

both the coverage gains that we've made, but about also how people kind of 

make that trade-off between - do they decide under the individual mandate to 

get coverage, to pay the penalty, or not? 
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 I've shown you here on this slide. This compares the monthly amount that 

people will be required to pay for health insurance here, under the Affordable 

Care Act, with what they've been required and will actually continue to be 

required to pay here in Massachusetts. 

 

 And you can see that at every income level it's actually been cheaper for 

people here to get coverage than it will be through the exchange using tax 

credits. It's - the actuarial values of the plans here in our program are better, so 

the coverage is better. 

 

 As I think Amanda mentioned, actually, the penalties here for buying 

coverage have been lower. So this means - it would be interesting to see. This 

kind of cost penalty trade-off has looked very different in Massachusetts. 

 

 And I think what's going to be interesting to see in other states is what's the 

effect of having lower subsidies but higher penalties and less comprehensive 

coverage? What's that going to mean in terms of affecting the behavior and 

decisions of people about whether they pay the penalty or not. 

 

 The third fact - and, Amanda, I want you to sit down as I say this, and any 

other economists who are on the call - I think - because this is going to be 

somewhat heretical to some of you who are economists. 

 

 I do believe that the individual mandate has been important in the success 

we've had in expanding coverage, but I do not think it's been the most 

important feature in terms of expanding coverage and, in fact, I think that it's 

been the expansion of public coverage that's been the critical reason why 

Massachusetts has been able to get to a level of uninsurance of 3%. 
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 And I'd say - this is a slide which I want to walk you through because this is 

the basis on which I conclude this. So this is a slide that compares how many 

people had coverage in Massachusetts before our reforms went into effect and 

how many people had coverage at the end of 2012. 

 

 And if we compare those two time periods, we found that 430,000 additional 

people had purchased coverage. If you look at where did those people get 

coverage - where - what was the source of those increases? 

 

 What you find is that about two-thirds of it came from people who weren't or 

are not subject to the individual mandate penalty. Forty-three percent of it 

came from increases in Medicaid enrollment. Twenty percent of it came from 

increases in Commonwealth Care, but by people whose incomes were low 

enough that they didn't pay premium. 

 

 Under our law, anyone whose income is less than 150% of poverty is not 

subject to the individual mandate penalty. So what this means is that, 

essentially, the vast majority of people who signed up for coverage weren't 

subject to any penalty at all for not buying insurance. 

 

 And so I think it's going to be interesting, again, to see - in an ACA landscape 

where there are higher penalties on people for not buying coverage - does this 

look different? 

 

 And the individual mandate here certainly was very important to the politics 

of getting our reform passed - essential to the politics with insurers, but I think 

the reality is that most uninsured people want coverage and the trick is really 

to try to make it affordable for them. 
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 This doesn't, however, mean that I have concluded that the individual mandate 

isn't important. And I have to say I've had a bit of a spiritual and intellectual 

conversion about this over the last eight years or so that I thought I would 

share with you. I was among the people here who was initially opposed to the 

individual mandate. 

 

 It seemed like a punitive and harsh approach to take. My intellectual 

conversion came with some work that the Urban Institute did here before our 

reform law passed that suggested that we could not get to - near universal 

coverage without a mandate. My spiritual conversion came actually when we 

looked at the results of what happened in the first couple of years here. 

 

 So this is a slide - again, it compares pre-reform June, 2006 with December of 

2008. Over this time period about 421,000 additional people in the state got 

coverage. But if you look at where, in this initial time period - and this is 

before the recession - where those people got coverage, what you found is 

41% of them got private coverage and, in fact, a third of them got coverage 

through their employers. 

 

 The only factor, I think, that can reasonably explain why there was this 

significant increase in the number of people who picked up employer-

sponsored coverage is the individual mandate. 

 

 So this was the point at which I said the individual mandate clearly is - is 

having effect, but it's having it - both as, you know, Amanda suggested, in the 

individual market, but even in this time period and, more importantly, through 

the employer market. 

 

 So individual mandate, I think, clearly led to people who had employer-

sponsored coverage available to them, hadn't taken it up, now were subject to 
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a mandate and this was - probably for many of them - the most affordable way 

to get it. We did, however, see a dramatic change after the recession. 

 

 And what we saw, then, is a lot of people lost their employer-sponsored 

coverage through losing their jobs and, although we didn't have any erosion - 

actually, at all - in the total gains in coverage we made. 

 

 In fact, the uninsurance rate stayed exactly the same through the recession 

which, I think, is the good counter-cyclical news about the effects of reform 

on maintaining coverage. In fact, it really - there was virtually no change in 

employer-sponsored coverage - of maintenance of the number of people who 

got individual coverage - but that really was public coverage that made up the 

gap. 

 

 We also have seen - I think as probably many people know - that the 

individual mandate here actually, I think, has been very good for employer-

sponsored coverage. We've seen - instead of the crowd-out that everyone 

feared - we've actually seen crowd-in. An increase in the number of employers 

that offer coverage here. 

 

 And I think part of what must explain this is the individual mandate. So I 

think, again, here - I'm not at all suggesting that the individual mandate hasn't 

been very important. 

 

 The fourth point I wanted to make was about - so we still have about 3% of 

people uninsured here. And we actually are the only states so far that have 

data from tax filings that people make when they have to show whether or not 

they're complying with the individual mandate about why they're uninsured, if 

they are. 
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 These are data from the 2011 tax filings. This was the most recent year that's 

available. So, based on the tax filings, 170,000 people here reported that they 

had been uninsured for the entire year. 

 

 Thirteen percent of them had paid the penalty. So what you see is there are a 

fairly small proportion of people who were uninsured - who had something 

affordable available to them - choose not to pay the penalty. 

 

 Amanda suggested our penalty may be too low. So one of the interesting 

things that we'll see here is will the higher penalties that people are subject to 

now under the ACA lead some of this group of people to sign up for 

coverage? We will have some people for whom nothing is affordable. 

 

 You know, we saw that, under the ACA, people will be required to pay a 

higher proportion of their income for coverage than some people have had to 

pay here. So that may lead some of these people to sign up for coverage. 

 

 There's some people - our religious exemption here is broader than under the 

ACA so the tightening of that, perhaps, might have some effect on these folks. 

But I think what's most interesting about this slide is this group. 

 

 So fully two-thirds of uninsured people in Massachusetts, according to the tax 

filings, have very low incomes. In fact, they have incomes so low that they 

could get free coverage. But they don't have a penalty. 

 

 So one thing that could happen under the ACA - and I think this would be 

fascinating to watch - is will the higher penalties that will be imposed on at 

least some of this large group of people, combined with lots of additional 

outreach and enrollment work we're doing, lead this very large group of very 

poor people to sign up for coverage? 
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 It's fascinating to me, here, that two-thirds of the remaining uninsured have 

incomes low enough where most of them are probably eligible for free 

coverage, but they haven't signed for it. Now, we do know that people in the 

state who are uninsured - that 170,000 people I just showed you - most of 

them are young adults. 

 

 And the good news here - and I think this contributes to the results that 

Amanda showed us - we've had a dramatic reduction in the rate of 

uninsurance among younger people. Still a ways to go so we still have some 

folks who could help - help the risk pool. And then, although - we also know 

that the uninsured here are disproportionately Latino, as well. 

 

 But you can see reform here - and I think this is one of the best results of 

reform and it doesn't get talked about enough - we've had a significant 

reduction in the racial coverage gap. Now, despite all of this, I think there are 

a couple of other things that I would just mention that are different here. 

 

 I think one of the reasons, Amanda, why you found this dramatic reduction in 

premiums is through a couple of other insurance market reforms that we've 

made and I'll be very interested to hear anything you have to say about this. 

One of the things we did is we merged our non-group - our individual market 

- with our small group - group market that was part of our reform. 

 

 Through this change alone, we had a dramatic reduction in rates for - in the 

individual market, and with very little effect on small employers. And when 

we know that we used other mechanisms that are mirrored in the ACA for 

keeping some people - particularly younger people - in coverage. 
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 I'm going to skip through, but if anybody gets the slides later, this will just 

show you the result of a market merger in terms of what our premium rates 

looked like before reform, here. What they looked like after reform for 

comparable coverage. 

 

 But reductions of up to 40 or 50% for some of the premium reduction that 

Amanda and colleagues found is, I think, is the result of these insurance 

market changes by themselves. The final thing I'll say is - we have a lot more 

people covered here. 

 

 We actually haven't made too much progress on financial security and these 

are some of the results from work that Sharon Long and colleagues at the 

Urban Institute have done tracking medical debt, out-of-pocket costs, problem 

paying medical bills. And you can see that 2010 compared to 2006 - very little 

change. 

 

 So we've had enormous progress on coverage in terms of the percentage of 

people insured. Erosion of coverage, though, in terms of higher deductibles, 

more cost-sharing. 

 

 And one thing I can guarantee you that we're going to start seeing more and 

more is the coming together of how much the individual mandate will sharpen 

the attention of policy-makers and others about premiums. 

 

 And a few of the conversations and debates that we've had here and will 

continue to have - and are coming to your state already, if they haven't - as 

health insurance premiums rise, it has a dramatic effect on the individual 

mandate. 
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 And, now that we're in a world where people have to buy coverage, and where 

we have government paying for a significant portion of that coverage, it 

means that rising health insurance premiums threaten progress on coverage 

unless we can find ways to contain them. 

 

 And some of the debates we've had here over eight years - when premiums 

rise, should we let the reach for the mandate erode? Should we just be 

satisfied with some people not being subject to the individual mandate any 

longer? Should we change the affordability schedule to maintain the reach of 

the mandate? 

 

 Should we reduce public subsidies? Should we reduce the minimum level of 

coverage that people have to buy? Should we take more aggressive action to 

moderate health insurance premiums? So these are all things that have 

happened here. So the individual mandate changes the landscape significantly 

in fundamental ways. 

 

 And so I think in every state, including this one, we'll continue to have a really 

wild ride ahead. I think there are lots of really interesting and important policy 

questions and research opportunities ahead and I look forward, Amanda, to 

more of your research, which has been great, and research from other people 

about other states, as well. 

 

Carrie Au-Yeung: I thank you so much, Nancy and Amanda. Those presentations were super 

interesting and they brought in a lot of questions. So I'll just go ahead and get 

started on them. 

 

 And the first one that kind of brings everything together - wondering, 

Amanda, if you could speak to what you found in other states based on the 
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research you were talking about that's coming out in September, given the 

kind of uniqueness of Massachusetts. 

 

 Are you finding things are really different in other states and in what ways? If 

you could just talk about that a little bit? 

 

Amanda Kowalski: Sure. So - so, I'm not really ready to talk about the results, but I would also 

just talk about several ways in which Massachusetts could differ from other 

states. So necessarily in this paper we had to kind of take everything as given 

what had happened in Massachusetts, but there are actually many dimensions 

across which states differ and I wanted to give a hint of that. 

 

 But first, if you don't mind, I'd like to respond to a couple of the comments 

that Nancy made about how Massachusetts is different from other states and 

about the interpretation of some our findings. Thank you so much, Nancy, for 

those comments. They're directly - directly on point. 

 

 I think that you make a very good point, too, that Massachusetts has a separate 

Commonwealth Care plan and that - and that, nationally, people are going to 

get their subsidized coverage from the same exact market where people get 

their unsubsidized coverage. So we think that's definitely something we keep 

in mind when we extrapolate results from Massachusetts nationally. 

 

 Another thing I wanted to comment on is I think that Nancy's done an 

excellent job providing context for the results that I presented. So I was 

focused on the individual health insurance market. 

 

 And I do think that in the individual health insurance market in Massachusetts 

there were just huge changes in premiums that came from the influx of 

coverage from the people that joined after the reforms. 
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 I think that it's a very interesting context that they were actually - most of the 

increases in coverage weren't even outside of the individual health insurance 

market. They were in the subsidized market. 

 

 And I think that provides a context for our study but, because the individual 

health insurance market was so small in Massachusetts relative to the other 

markets, even those small increases in coverage, in absolute terms, could just 

have a huge impact on the people that were in the market. 

 

 So - so I think that I'm not a - I'm not as disappointed as Nancy might have 

thought that I would be about that point. I think another thing that's just going 

to be really hard to think about in Massachusetts versus other states is - is 

what was the actual impact of the merger of the small group in individual 

health insurance markets in Massachusetts relative to what's going on 

nationally. 

 

 I do think that that merger could be a lot of why we saw decreases - decreases 

in mark-ups in Massachusetts. And I think that maybe we're not going to see 

the same decreases in mark-ups nationally as what we saw in Massachusetts. 

 

 So to get back to Carrie's question and the question from the audience about - 

about what I'm finding in other states. I'll wait until I release those results. But 

what I'm looking at is that there's a lot heterogeneity across states of some 

very policy-relevant features. 

 

 So one that I talked about in this presentation is that Massachusetts already 

had community rating and guaranteed issue regulation. And there were a 

handful of other states that also had those regulations. 
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 So I'll be comparing states that had those regulations to states that didn't. Then 

there also have been a lot of decisions that states have made about the 

implementation of the Affordable Care Act, like, are they going to set up their 

own exchange or they're going to use the national exchange and do those 

exchanges have glitches? 

 

 And did they adopt the Medicaid expansion? And those are really going to be 

the lines along which I think it's going to be very interesting to make 

comparisons across - across states. 

 

 So my hunch is that - is that we should have seen decreases in adverse 

selection in all states but that states that had regulations that made it - made it 

harder for healthy people to get into the pool before the reform will actually 

experience more gains than other states. 

 

 And states that made it easier for people to sign up due to the way that they 

implemented the Affordable Care Act by doing outreach efforts and having 

their own state exchanges and adopting the Medicaid expansions should also 

see greater gains. And that's what I'm looking for in that paper. 

 

Carrie Au-Yeung: Great. Thank you, Amanda. The next question, I think, could be addressed by 

either one of you. It has to do with the affordability measure under federal 

reform and in Massachusetts. 

 

 Under federal reform affordability is determined on the price of - affordable 

coverage for an employee, I should say - is determined on the premium cost 

for the individual employee and not the cost of the dependent and family 

coverage. Could either of you speak to the implication that it has on family 

responses to the tax penalties? 
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Nancy Turnbull: Amanda, you want to cover that? 

 

Carrie Au-Yeung: Okay. 

 

Amanda Kowalski: I'll take a stab at it, but I think Nancy might have an advantage on some of 

the institutional details there. So I am aware of some work by (Cosway), 

(Simon) and co-authors that pointed out that this mandate penalty is based on 

the - it's not necessarily based on the relevant family size. 

 

 I think that one - one greater point, though, is that I think that there is quite a 

bit of misunderstanding about who is actually subject to the individual 

mandate penalty, particularly in these early years. 

 

 I don't think it would be crazy for people to be responding to the individual 

mandate penalty as if it's very large and as if they're subject to it, even if 

they're not subject to it. So it looks as if that there were large increases in 

coverage amongst people who weren't even subject to a penalty and one 

reason for that could just be that they - they're misunderstanding what the 

details are. 

 

 So I think that this question is an important question about, you know, what is 

the relevant family size for the calculation of the penalty associated with the 

individual mandate? 

 

 But it's really so in the (unintelligible) that I think, at least in the short term, 

I'm not expecting a huge behavioral response to it because I think that - people 

- there's still a lot of confusion about exactly how it will be calculated and 

exactly who it applies to. 
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 But I'm interested to hear from Nancy if she thinks that makes sense or if 

people really are that informed about exactly what the penalty would be and 

who it applies to. 

 

Nancy Turnbull: Yes, I mean, I would say our penalty was - has been structured very 

differently until the ACA, so our penalty I know, for sure, was $295. So I 

think, although much lower than the penalty was in subsequent years, I think 

that was a nice, usually understandable number for people. And our penalties 

have varied within income levels to some extent, but they've been flat dollar 

amounts. 

 

 I think what complicates the federal level is that they are income-based and, 

you know, many people don't even know over the course of a year exactly 

what their income is going to be so they can't exactly know what the penalty is 

and then doing calculations of this amount or some proportion of their income 

compared to - so I think, Amanda, your general sense that people may respond 

less to the absolute magnitude of the penalty than there - that there is a penalty 

- I think is probably on target. 

 

 And I would say - although I have no empirical basis for this - I think that 

probably was what happened here and continued to happen until we were 

converting over to the ACA penalties. 

 

Carrie Au-Yeung: All right. Thanks for your insights on that one. The next question we have is 

for Nancy and it has to do with employer insurance in Massachusetts. 

Wondering if you have any theories on why the opting for employer insurance 

increased rather than employers abandoning coverage. 

 

Nancy Turnbull: Well, so - so our penalty for employers not offering coverage here is - was 

very, very low and so I think that, while very important to the - to the politics 
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of getting our law passed, I don't think anyone expected that it would have 

much of impact on coverage at all. 

 

 You know, employers, before the reform, could offer or not offer coverage 

voluntarily and have no penalty, so them putting on a penalty that was - was 

low - I do think, though, that as a result of the individual mandate that at the 

margin for individuals - as they were, you know, perhaps in the employment 

market and looking for jobs - whether an employer offered health insurance 

became a little bit more salient because there was an obligation on - on 

employees and individuals more generally to have coverage. 

 

 And I think that that did have an impact, you know, again, on some employers 

- of leading them to offer coverage because their employees - even more than 

before - were interested in it because they knew that they had to have 

coverage in order to comply with the mandate. 

 

Amanda Kowalski: If you don't mind if I interject, I would agree with Nancy wholeheartedly. 

So - in another project funded by the SHARE grant, Jon Kolstad and I 

examined what happened to wages and employment in Massachusetts 

following the reform relative to other states. 

 

 And our theory is exactly what Nancy just discussed but it's probably the 

individual mandate and not the employer mandate that actually caused that 

crowd-in to employer-sponsored health insurance. 

 

 Because now if employees recognize that they have to have health insurance 

or pay a penalty and then they look at their options through their employers 

versus their options in the individual health insurance market, their options 

through employers are just that much more attractive because they end up 

getting - they can pay for their premiums - their portion of the premiums with 
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a tax advantage and they usually get lower rates through health insurances 

offered by employers. 

 

 And, indeed, we saw that the individuals who took up employer-sponsored 

health insurance from before the reform to after the reform saw their wages go 

down by roughly what the employers paid on their behalf for that insurance, 

which suggests that the entire burden of employer-sponsored health insurance 

really falls to the employee. 

 

 So if the employees are willing to pay for it in terms of decreased wages then 

the employers are going to be willing to offer it because they - they're 

basically going to be indifferent between paying out dollars to their employees 

and paying them in terms of health insurance. So that's - that's actually 

consistent with what we find in seeing wage decreases for employees. 

 

 I think it will be really interesting to see what happens nationally because 

another big, salient difference between Massachusetts health reform and the 

national health reform is that, in Massachusetts, employers were required to 

set up Section 125 Cafeteria plans so that their employees could pay - paid 

their portions of the premium, pre-tax, and they were also allowed to 

designate the exchanges as the providers of employer-sponsored coverage. 

 

 But under national reform, the only way to get the tax advantage for 

employer-sponsored health insurance for the employee portion of the 

premium is to actually get that coverage through the employer. 

 

 So it's an unpopular view, but I think that we might even see more crowd-in to 

employer-sponsored health insurance under national reform than we did in 

Massachusetts because of those differences in how the taxes are calculated 
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and because it's the individual mandate that I think matters more than the 

employer mandate. 

 

Nancy Turnbull: So that's - right now I have empirical evidence for my theory. 

 

Carrie Au-Yeung: Great. Let's see if we can squeeze in one or two more questions. I have one for 

Nancy regarding the tax filing data from 2011. Whether you've estimated the 

number of uninsured who have not filed taxes in the state. It seems like the 

number of low-income uninsured would be higher than what was included 

there. 

 

Nancy Turnbull: Yes. Well, we do know that there's some people who don't file taxes and - 

being on the Connector Board has been very interesting in many respects and 

one is being educated on how many people don't file. 

 

 So - and, in fact, I've done a number of call-in shows early on reform and 

there would always be someone who would call and in a very low voice say, 

"My question for you is - I don't file taxes. Will they catch me?" 

 

 So - but I think - so we know that the tax filing data are incomplete. I do not 

know of an estimate as to what proportion - I don't know. Amanda is this 

something that economists have done research on - I imagine it would - what 

proportion of people either don't file or aren't required to file? 

 

Amanda Kowalski: Yes. I think that, as you have more years of data - I'm working on a 

project with co-authors at the Treasury who assure me that they think that 

filing status - as soon as you have many years of data - ends up being less of a 

problem because most people, even if they don't file in a given year will end 

up filing in one of out, you know, X number of years. 
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 But in terms of an empirical lesson of what you lose in one given year - I don't 

know that off the top of my head. 

 

Nancy Turnbull: You know, one of the things that's very interesting now, here, is we have four, 

five, or six years of tax filing data now and the distribution of people who are 

uninsured that I showed you, you know, based on whether coverage was 

unaffordable or they're low-income and that number has remained almost 

completely constant. 

 

 We have some work underway now and I don't know - Michael Chin at 

UMASS is working on this and I saw that he was registered for the call-in. 

And it's going to be looking longitudinally across the tax filing data to try to 

answer the question, you know, are people who are uninsured in one year the 

same people as the ones who are uninsured in a prior year. 

 

 And, in particular, we're very interested in understanding that two-thirds of 

people who have very low income, so I think if - the tax filing data, to the 

extent that they can, you know, be made available for researchers in an 

appropriate way that projects - protects confidentiality is just a new and really 

rich source of data that I think will be fascinating to explore. 

 

Carrie Au-Yeung: All right. Well, thank you both for a great presentation and doing a wonderful 

job answering the questions we've received and I apologize if we weren't able 

to get to all of them. There were quite a few coming in. But, yes, thank you 

for presenting today and as we approach the end of the hour I'll move on to 

our closing from Mark. 

 

 A recording of today's event will be posted online at 

www.shadac.org/individualmandatewebinar. You can also find today's slides 

at the same URL along with links to the issue brief and manuscript that 
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Amanda mentioned at pop-up points during her presentation. We will follow 

up with all attendees via email when the recording has been posted to this 

page. 

 

 To stay updated on SHARE, you can join our email list at 

www.shadac.org/share. We also welcome you to follow SHADAC on Twitter 

and/or follow us on Facebook. We put SHARE news on the SHADAC feed 

for both of these social media outlets. 

 

 I want to thank Amanda and Nancy, again, for presenting today and thank the 

Robert Wood Johnson Foundation for supporting the work of SHARE and our 

grantees. And, lastly, I want to thank everyone who joined us for today's 

events. Please feel free to contact me if you have any follow-up questions. I'd 

be happy to address those. Otherwise, please have a great afternoon. 

 

 

END 


