
 At the Intersection of Health, Health Care and Policy

doi: 10.1377/hlthaff.2014.1058
 
, , no. (2015):Health Affairs

Financial Burden Than Exchange Coverage
Medicaid Expansion In Opt-Out States Would Produce Consumer Savings And Less

Steven C. Hill
Cite this article as: 

 
 http://content.healthaffairs.org/content/early/2015/01/16/hlthaff.2014.1058.full.html

available at: 
The online version of this article, along with updated information and services, is

 

For Reprints, Links & Permissions: 
 http://healthaffairs.org/1340_reprints.php

 http://content.healthaffairs.org/subscriptions/etoc.dtlE-mail Alerts : 
 http://content.healthaffairs.org/subscriptions/online.shtmlTo Subscribe: 

written permission from the Publisher. All rights reserved.
mechanical, including photocopying or by information storage or retrieval systems, without prior 

may be reproduced, displayed, or transmitted in any form or by any means, electronic orAffairs 
HealthFoundation. As provided by United States copyright law (Title 17, U.S. Code), no part of 

 by Project HOPE - The People-to-People Health2015Bethesda, MD 20814-6133. Copyright © 
is published monthly by Project HOPE at 7500 Old Georgetown Road, Suite 600,Health Affairs 

include the digital object identifier (DOIs) and date of initial publication. 
mustby PubMed from initial publication. Citations to Advance online articles 

indexedonline articles are citable and establish publication priority; they are 
versions may be posted when available prior to final publication). Advance
publication but have not yet appeared in the paper journal (edited, typeset 
Advance online articles have been peer reviewed and accepted for

Not for commercial use or unauthorized distribution

at ACADEMY HEALTH
 on January 29, 2015Health Affairs by content.healthaffairs.orgDownloaded from 

at ACADEMY HEALTH
 on January 29, 2015Health Affairs by content.healthaffairs.orgDownloaded from 

http://www.healthaffairs.org
http://content.healthaffairs.org/content/early/2015/01/16/hlthaff.2014.1058.full.html
http://healthaffairs.org/1340_reprints.php
http://content.healthaffairs.org/subscriptions/etoc.dtl
http://content.healthaffairs.org/subscriptions/online.shtml
http://content.healthaffairs.org/
http://content.healthaffairs.org/


By Steven C. Hill

Medicaid Expansion In Opt-Out
States Would Produce Consumer
Savings And Less Financial
Burden Than Exchange Coverage

ABSTRACT In the twenty-three states that have decided against expanding
Medicaid under the Affordable Care Act, uninsured adults who would
have been eligible for Medicaid and have incomes at or above the federal
poverty guidelines are generally eligible for Marketplace (insurance
exchange) premium tax credits and plans with generous benefits. This
study compared estimated out-of-pocket spending for care and premiums,
as well as the financial burdens they impose, for the families of these
adults under two simulation scenarios: obtaining coverage through a
silver plan with subsidized cost sharing and enrolling in expanded
Medicaid. Compared with Marketplace coverage, Medicaid would more
than halve average annual out-of-pocket spending ($938 versus $1,948),
while dramatically reducing the percentage of adults in families with out-
of-pocket expenses exceeding 10 percent or 20 percent of income
(6.0 percent versus 17.1 percent and 0.9 percent versus 3.7 percent,
respectively). Larger reductions would be seen for families with smokers,
who under Medicaid would no longer be subject to Marketplace tobacco
user surcharges. Medicaid expansion may offer a greater opportunity
than access to Marketplace insurance to promote the financial well-being
of previously uninsured low-income adults.

A
s of December 2014 twenty-three
states had decided against expand-
ing Medicaid to nonelderly adults
who have incomes of no more than
138 percent of the federal poverty

guidelines andwhoarenot enrolled inMedicare.
Poor adults in these states will continue to have
very limited access to Medicaid, because gener-
ally these states have low income eligibility
thresholds, and only two of them offered Medic-
aid coverage to any childless adults without dis-
abilities in 2014.1,2 However, those adults with
incomes at or above poverty who lack access to
affordable insurance elsewhere are now eligible
for premium tax credits in the insurance ex-
changes, orMarketplaces, created by the Afford-
able Care Act (ACA). Indeed, the availability of

subsidized private insurance is a potential ratio-
nale for states not to expand Medicaid.
Previously uninsured adults who gain cover-

age througheither theMarketplaces orMedicaid
would be able to obtain more care than they had
when uninsured, and both theMarketplaces and
Medicaid would limit their cost sharing. How-
ever, the cost-sharing provisions differ between
the programs. For adults with incomes above
poverty, federal Medicaid regulations limit co-
payments for prescription drugs, allow coinsur-
ance rates for services of up to 10 percent, and
cap out-of-pocket spending at 5 percent of in-
come ($805 in 2014, for a single person with
an income equal to 138 percent of poverty).
TheMarketplaces subsidize cost sharing for low-
income adults who select silver plans, but the
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details vary across plans. In 2014, for families
with incomes of less than 150 percent of poverty
in states not expanding Medicaid, the lowest-
premium silver plans for nonsmokers had
$250 median deductibles and $500 median
out-of-pocket maximums for single coverage;
those amounts were double or more for family
coverage.3,4

In a previous study, Sarah Nowak and col-
leagues simulated 2016 premiums, plan bene-
fits, and out-of-pocket spending for consumers
with incomes of 100–138 percent of poverty in
TexasandFlorida, twostates that arenot expand-
ing Medicaid.5 For the uninsured who were pre-
dicted to purchase Marketplace insurance, sim-
ulated average annual out-of-pocket spending
was much higher for them if they enrolled
through exchanges than if they were able to en-
roll in Medicaid: less than $50 in Medicaid com-
paredwith over $1,900 in exchanges. This differ-
ence mainly reflected Marketplace premiums
(even after accounting for the tax credits), as
well as higher out-of-pocket spending on medi-
cal care with Marketplace coverage. Among the
broader population of all nonelderly adults and
children with incomes of 100–138 percent of
poverty in these states, the percentage whose
out-of-pocket exceeded 10 percent of family in-
come would also be lower if Texas and Florida
expanded Medicaid.
The present study used data from the theMed-

ical Expenditure Panel Survey (MEPS) to de-
scribe the pre-ACA out-of-pocket spending of
uninsured adults who gained eligibility for Mar-
ketplace coverage because their states did not
expand Medicaid. Then it used MEPS, Market-
place premiums, andMedicaid andMarketplace
cost-sharing provisions to simulate out-of-pock-
et spending on health care and premiums under
two scenarios: First, these adults purchased sub-
sidized Marketplace insurance; and second,
their states expanded Medicaid eligibility and
these adults enrolled in that program. To mea-
sure the risk families face for high out-of-pocket
spending, financial burdens were simulated as
the percentage of previously uninsured adults in
families likely to spend more than 10 or 20 per-
cent of family income on health care and premi-
ums. Three comparisons of average out-of-pock-
et spending and financial burdens were made:
first, pre-ACA and if insured by the lowest-cost
Marketplace silver plan; second, pre-ACA and if
insured byMedicaid; and third, insured byMed-
icaid versus the Marketplaces.
The present study extends and updates the

analysis by Nowak and coauthors5 in a number
ofways. First, it examined adults in all states that
havenoplans to expandMedicaid, not just in the
two largest states. Second, actual pre-ACAout-of-

pocket spending was measured. Third, 2014
Marketplace premiums and benefits, instead of
predicted premiums and benefits, were used.
Fourth, more recent regulations on Medicaid
cost sharing were used to simulate out-of-pocket
spending. Fifth, the analysis included out-of-
pocket spending on adult dental care and thus
goes beyond covered services that are essential
benefits in both private and Medicaid coverage.
Sixth, this study analyzed two subgroups of

particular interest, smokers and adult tax de-
pendents, for the following reasons. The tobacco
use surcharge on plans in theMarketplaces is an
important source of cost variation. All of the
states that have not expanded Medicaid allow
suchsurcharges,whichare typicallyabout 15per-
cent above the premiums of adults who do not
use tobacco.6 Premium tax credits donot apply to
the surcharges, and the analysis in this article
shows that the cost of silver plans can be prohib-
itively expensive for some smokers.
The ACA directly assists adult tax dependents,

such as unemployed adult children and other
relatives with no or very low income, through
expandedMedicaid eligibility. The act also gives
young adults access to a parent’s employer-spon-
sored insurance.Moreover, theMedicaid expan-
sion, like other health care and cash assistance
programs, also indirectly benefits taxpayers who
might otherwise become impoverished by sup-
porting familymembers in difficult circumstanc-
es. In states that donot expandMedicaidorcover
childless adults, however, being claimed as a
dependent by a taxpayer is the unemployed
adult’s only route to subsidized insurance in
the Marketplaces, because the unemployed
adult’s own income is below 100 percent of pov-
erty, the threshold for tax credits. By analyzing
the impact of out-of-pocket spending for adult
tax dependents on their families’ financial well-
being—that is, the spending’s financial burden—
this study assesses the indirect impact on these
taxpayers.

Study Data And Methods
Medical Expenditure Panel Survey The sam-
ple was drawn from MEPS, a nationally repre-
sentative household survey conducted by the
Agency for Healthcare Research and Quality.7

MEPS collectshousehold reports of details about
family structure, income, sources of insurance,
and service use, which are supplemented by pay-
ment data from hospitals, physicians, and phar-
macies. MEPS also asks each adult sample mem-
ber, “Do you currently smoke?”
Six years of MEPS data, for the period 2005–

10, were pooled to obtain adequate sample sizes
to produce estimates for the relatively small pop-
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ulation with the program eligibility and state of
residence for this study. Expenditures were in-
flated to 2014 dollars using the Personal Health
Care Expenditure Price Index of the Centers for
Medicare andMedicaid Services (CMS)Office of
the Actuary, trended forward to 2014.

Income Modified adjusted gross income was
simulated as of the first MEPS interview of the
calendar year using detailed information about
sources of income and family structure, and the
final regulations from CMS and the Internal
Revenue Service (IRS).8,9 Eligibility forMedicaid
and premium tax credits are both based onmod-
ified adjusted gross income. However, related
adults can be in different family units for deter-
miningmodified adjusted gross income forMed-
icaid and for tax credits.
In Medicaid, parents are not financially re-

sponsible for adult children, and adult family
members are not financially responsible for each
other except by marriage. Thus, Medicaid eligi-
bility for a related adult is determined based on
the relative’s income, and Medicaid eligibility
can vary within extended families.
In contrast, eligibility for premium tax credits

is based on the family unit that includes the
taxpayer and all of his or her tax dependents.
A co-residing relative who is unemployed or
has a very low income can be claimed as a depen-
dent under IRS rules, which reduces taxes
through exemptions. In addition, claiming the
relative can qualify the family for more generous
premium tax credits. (Tax credits are larger for
families with lower incomes relative to the fed-
eral poverty guidelines,which increasewith fam-
ily size.) Tax filers were assumed to claim co-
residing relatives as dependents when doing so
would maximize family members’ eligibility for
affordable coverage and minimize tax burdens.

Sample There were 1,591 adults ages 19–64
who were present at the first MEPS interview
and met the following criteria: They responded
to the pen-and-paper supplement; resided in one
of the twenty-three states that decided against
expanding Medicaid; would be eligible for Med-
icaid if it were expanded; had modified adjusted
gross incomes for tax credits that were at least
100 percent of poverty; were uninsured for the
full year; and were not offered employer-spon-
sored insurance through their own, a spouse’s,
or co-residing parents’ employers (if the sample
member was younger than age twenty-six). For
details about the sample selection and affordable
offers of employer-sponsored insurance, see the
online Appendix.10 Almost everyone offered em-
ployer-sponsored insurance is ineligible for pre-
miumtax credits in theMarketplaces.11 The study
excluded immigrants who were ineligible for ei-
therMedicaid or premium tax credits. It focused

on people who were uninsured for all of a calen-
dar year to compare simulated spending with
actual spending by the uninsured before
the ACA.
Simulation Methods Two components of

out-of-pocket spending in the Marketplaces—
premiums and spending on care—were simulat-
ed. Consistent with the most popular Market-
place choice,12 every uninsured adult was as-
sumed to enroll in the silver plan with the
lowest premium for his or her state, county,
age, and smoking status. Premium and subsi-
dized cost-sharing provisions came from CMS.3

Out-of-pocket premiumswere premiums less tax
credits, calculated based on each family’s modi-
fied adjusted gross income and the second-
lowest-cost silver plan in the county (excluding
the tobacco use surcharge). The study assumed
that these low-income families did not purchase
dental coverage.13

Three steps were taken to simulate out-of-
pocket spending on care. First, regressionmeth-
ods were used to predict service use and total
spending on care. Second, cost-sharing param-
eters, such as drug copayments, were applied to
these predictions. Third, out-of-pocket maxi-
mums were imposed. For example, in plans
where inpatient and emergency department ser-
vices were the patient’s full responsibility before
the deductible, out-of-pocket spending included
predicted spending on these services below the
deductible and spending above the deductible
multiplied by the coinsurance rate, up to the
out-of-pocket maximum.
An upper bound on out-of-pocket spending in

Medicaid was simulated using the maximum
cost sharing allowed in regulations and assum-
ing that adult dental care would not be covered.
Out-of-pocket spending in Medicaid was simu-
lated using the samemethods as forMarketplace
spending. The simulation accounted for the
ACA’s elimination of cost sharing for certain pre-
ventive services for both Medicaid and Market-
place coverage.
The analysis included family members of the

study population, because families typically
share financial resources. Furthermore, both
Medicaid and the Marketplaces cap out-of-pock-
et spending for all covered familymembers at the
family level. In the simulations, uninsured adult
family members and those who had nongroup
coverage before the ACA would obtain Medicaid
or Marketplace coverage, and children without
access to a familymember’s employer-sponsored
insurance would obtainMedicaid. Actual out-of-
pocket spending was used for other family mem-
bers. (For details about the simulation methods,
see the Appendix.)10

Financial Burden To assess the risk families
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face for high out-of-pocket spending, the ratio of
family spending to family incomewas calculated.
High financial burdens were defined as spending
more than 10 or 20 percent of gross family in-
come on health care and premiums. These
thresholds, which were used in the previous lit-
erature,14,15 represent twopoints on theupper tail
of the distribution of spending that are likely to
be financially burdensome. (For details on the
simulation of the risk for high financial burdens,
see the Appendix.)10

Measuring financial burden at the family level
was important, because when family members
had different sources of insurance, program pa-
rameters designed to capout-of-pocket spending
had less impact. For example, out-of-pocket
spending for family members with employer-
sponsored insurance was part of family out-of-
pocket spending, but the out-of-pocket limit for
an adult tax dependent in Medicaid or the Mar-
ketplaces did not apply to his or her familymem-
bers who had employer-sponsored insurance.
Statistical Methods Estimates were weight-

ed to represent the average annual civilian
noninstitutionalized US population in the study
period, 2005–10. Tests for difference in means
wereused for threecomparisonsofout-of-pocket
spending and financial burdens: first, pre-ACA
and if insured by the lowest-cost Marketplace
silver plan; second, pre-ACA and if insured by
Medicaid; and third, insured byMedicaid versus
the Marketplaces. These tests were conducted
for the overall sample and for these subpopula-
tions: adults in families with no smokers eligible
for theMarketplace tax credits, adults in families
with at least one family member eligible for the
Marketplace tax credits, and adults who were
and were not tax dependents. Statistical tests
accounted for the complex sample design of
MEPS, but not for the variation associated with
the simulation methods. All comparisons dis-
cussed in the text are significant (p≤ 0:05).
Limitations There were several limitations to

this study. First, eligibility was measured at a
single point in time, and eligibility for Medicaid
and the level of premium tax credits may fluctu-
ate during a given year. Second, the estimates
might be sensitive to macroeconomic and demo-
graphic trends, which were not projected. Third,
pent-up demand for care by the uninsured was
not modeled.
Fourth, spending was simulated as if all eligi-

ble adults enrolled for coverage under the two
alternative post-ACA scenarios. The simulation
did not assess which adults would enroll in Mar-
ketplace plans, including bronze plans, or which
would enroll in Medicaid if it were available.
Fifth, the MEPS measure of smoking does not

align perfectly with the definition of tobacco use

for the surcharge, which includes both smoking
and using smokeless tobacco. However, the use
of smokeless tobacco ismuch less prevalent than
smoking.16

Sixth, the simulations of out-of-pocket spend-
ing in theMarketplace were based on service use
and total spending for low-income people with
employer-sponsored insurance from large em-
ployers. Differences between Marketplace plans
with subsidized cost sharing and employer-
sponsored plans may be important. (For a de-
tailed discussion of this limitation, see the Ap-
pendix.)10 Seventh, the simulation of out-of-
pocket spending in Medicaid expansions could
not anticipate states’ decisions, if they were to
expand, on cost sharing, premiums, and demon-
stration waivers.

Study Results
Population Characteristics On average, in
2005–10, 1.9 million uninsured adults (95%
confidence interval: 1.7, 2.1) resided in states
that did not expand Medicaid, would be eligible
for Medicaid if it were expanded, and gained
access to Marketplace coverage because their
states did not expand Medicaid. Specifically,
they were eligible for Marketplace coverage be-
cause they lacked access to employer-sponsored
insurance. To facilitate comparisons with pre-
ACA out-of-pocket spending, the rest of the anal-
ysis focusedon adultswhowereuninsured for all
of a given year and were not offered employer-
sponsored insurance.
Many of these uninsured adults had health

problems.More than half had at least one chron-
ic condition (Exhibit 1). It is not surprising that
37.1 percent reported smoking, because smok-
ing is more prevalent among lower-income pop-
ulations than among others.17

Many of these uninsured adults had family
members with insurance or had family members
who would not be eligible for Medicaid if eligi-
bility were expanded. Of the adults, 18.1 percent
had a family member with employer-sponsored
insurance or Medicare (Exhibit 1). The simula-
tion estimated that 28.9 percent were depend-
ents of a taxpayer who was not a spouse. Tax
dependents’ Medicaid modified adjusted gross
incomes were very low, averaging 17 percent of
poverty (data not shown). Despite these low in-
come levels, the dependents were not eligible for
Medicaid before the ACA because they did not
have minor children. In contrast, dependents’
modified gross income levels for determining
eligibility for tax credits could be high, because
they were based on the taxpayers’ incomes:
41.3 percent had incomes of 150–250 percent
of poverty, and 32.4 percent had incomes of
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more than 250 percent of poverty (data
not shown).
Nonetheless, average annual family income

was low—just $25,600—among this population
(Exhibit 1). Other characteristics are shown in
the Appendix.10

Overall Sample Before the ACA these un-
insured adults’ families spent, on average,
$1,068 annually for the adults and other unin-
sured family members’ medical care and drugs
and for uninsured children’s dental care (Exhib-
it 2). The adults also had dental care, and some
had other family members with private insur-
ance or Medicare. Total family out-of-pocket
spending averaged $1,651. Out-of-pocket spend-
ing exceeded 10 percent of family income for
17.3 percent of these adults, and it exceeded
20 percent of family income for 9.3 percent.
If these families enrolled inMarketplace silver

plans with the lowest premiums, they would use
more care. In that case, their average cost shar-
ing for care covered by the plans would be $569,
but their annual premiumswould average $1,081
(Exhibit 2). Annual spending on family mem-
bers with other insurance would decline, be-
cause those with nongroup coverage before the
ACAwould purchaseMarketplace plans and chil-
drenwithout access to a parent’s employer-spon-
sored insurancewould obtainMedicaid. Average
total out-of-pocket spending would be greater
than before the ACA, but financial burdens
would be similar or decline. Before the ACA

the uninsured were responsible for paying for
all of their care, putting them at risk for financial
burdens. Marketplace plans, however, cap out-
of-pocket spending on care. Thus, out-of-pocket
spending on health care and premiums would
exceed 20 percent of family income for 3.7 per-

Exhibit 1

Characteristics Of Uninsured Adults Gaining Eligibility For Marketplace Coverage Because
Their States Did Not Expand Medicaid, 2005–10

Characteristic
Average annual
estimate

Percent with chronic conditions
Active asthma 3.7
Arthritis 27.6
Diabetes 6.2
Heart disease 8.4
High blood pressure 19.3
High cholesterol 16.3
Obesity 29.6
Emphysema or stroke 4.1
At least one chronic condition 55.2

Smoker (%) 37.1
Family includes a smoker eligible for Marketplace subsidies (%) 42.6

Has family member with ESI or Medicare (%) 18.1
Is a dependent of a taxpayer other than a spouse (%) 28.9

Family income (mean, thousands) $25.6

SOURCE Author’s analysis of data from the Medical Expenditure Panel Survey, 2005–10. NOTES There
were 1,466 sample members. Obesity is based on body mass index, calculated from reported height
and weight. The presence of other conditions is based on whether a doctor ever told the sample
member that she or he had the condition. ESI is employer-sponsored insurance.

Exhibit 2

Actual And Simulated Out-Of-Pocket Spending By Families Of Uninsured Adults Gaining Eligibility For Marketplace Coverage Because Their States Did Not
Expand Medicaid, 2005–10

Average annual estimate

Actual
pre-ACA
(uninsured)

Simulations

Insured with lowest-
cost Marketplace
silver plan

Insured under
Medicaid
expansion

Significance of
Marketplace-Medicaid
differences

Average out-of-pocket spending on:
Care for adult and family members with
the same insurance statusa $1,068 $ 569*** $234*** ***

Silver plan premium —
b 1,081 —

b

Family members with other insurance 481 196*** 602** ***
Adult dental 101 101 101
Total 1,651 1,948** 938*** ***

Percent whose spending exceeds:
10% of family income 17.3 17.1 6.0*** ***
20% of family income 9.3 3.7*** 0.9*** ***

SOURCE Author’s analysis of data from the Medical Expenditure Panel Survey, 2005–10. NOTES There were 1,466 sample members. The Marketplace simulation assumed
that all newly eligible adults enrolled in the silver plan with the lowest premium in their county. Out-of-pocket spending was inflated to 2014 dollars using the Personal
Health Care Expenditure Price Index of the Office of the Actuary at the Centers for Medicare and Medicaid Services, trended forward to 2014. Spending categories may
not sum to total because of rounding. In the first two columns under Simulations, significance indicated by asterisks denotes the simulation compared with pre–Affordable
Care Act (ACA). aMedical care, prescription medications, and pediatric dental care for the sample member and his or her family members with the same actual or simulated
insurance status. bNot applicable. **p < 0:05 ***p < 0:01
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cent of adults, in contrast to 9.3 percent before
the ACA (Exhibit 2).
If these states expanded Medicaid—even if

they imposed the highest cost sharing allowed—
these families’ cost sharing forMedicaid services
would be $234 per year, on average (Exhibit 2).
Total annual out-of-pocket spendingwould aver-
age $938, 57 percent of the average spending
before the ACA. Compared with silver plans, ex-
panding Medicaid would more than halve both
out-of-pocket spending and the risk for high bur-
dens, and premiums are a key reason for higher
spending in the Marketplaces.
The risk for spending more than 10 percent of

income on premiums and care would be 6.0 per-
cent in Medicaid, in contrast to 17.3 percent
when uninsured before the ACA. Although Med-
icaid caps out-of-pocket spending on covered
services at 5 percent of income, adult dental care
and family members with other sources of insur-
ance account for out-of-pocket spending above
the Medicaid cap. Subgroup analyses illuminate

additional factors behind these patterns.
Subsamples By Smoking Status Exhibit 3

shows actual and simulated family out-of-pocket
spending according to whether or not the family
includes a smoker who is eligible for Market-
place subsidies. As noted above, premiums are
higher for smokers than for nonsmokers, and
tax credits do not reduce the tobacco user sur-
charge. Thus, adults with one or more family
members who smoke face much higher average
out-of-pocket premiums for lowest-cost Market-
place silver plans: $1,599 annually, compared
with $698 for adults whose families do not in-
clude a smoker. For adults in families without
smokers, Marketplace premiums would roughly
equal savings in other areas. That is, such fami-
lieswouldhave total annual out-of-pocket spend-
ing of $1,447, compared with $1,455 before
the ACA.
Because of variation in tobacco use surcharges

across plans, smokers and nonsmokers some-
times have different lowest-cost silver plans.

Exhibit 3

Actual And Simulated Out-Of-Pocket Spending By Families Of Uninsured Adults Gaining Eligibility For Marketplace Coverage Because Their States Did Not
Expand Medicaid, By Smoking Status, 2005–10

Average annual estimate

Simulations

Actual
pre-ACA
(uninsured)

Insured with lowest-
cost Marketplace
silver plan

Insured under
Medicaid
expansion

Significance of
Marketplace-Medicaid
differences

Family has no smokers eligible for the Marketplace tax credits

Average out-of-pocket spending on:
Care for adult and family members with
the same insurance statusa $ 938 $ 497*** $234*** ***

Silver plan premium —
b 698 —

b

Family members with other insurance 438 173*** 453 ***
Adult dental 79 79 79
Total 1,455 1,447 766*** ***

Percent whose spending exceeds:
10% of family income 15.4 8.4*** 3.7*** ***
20% of family income 7.1 1.2*** 0.5*** **

Family has at least one member who is a smoker eligible for the Marketplace tax credits

Average out-of-pocket spending on:
Care for adult and family members with
the same insurance statusa $1,243 $ 666*** $ 233*** ***

Silver plan premium —
b 1,599 —

b

Family members with other insurance 539 228*** 804** ***
Adult dental 133 133 133
Total 1,915 2,625*** 1,169*** ***

Percent whose spending exceeds:
10% of family income 19.8 28.9** 8.9*** ***
20% of family income 12.3 7.2* 1.4*** ***

SOURCE Author’s analysis of data from the Medical Expenditure Panel Survey, 2005–10. NOTES For families with no smokers, n ¼ 951. For families with at least one
smoker, n ¼ 515. The Marketplace simulation assumed that all newly eligible adults enrolled in the silver plan with the lowest premium in their county. Out-of-pocket
spending was inflated to 2014 dollars using the Personal Health Care Expenditure Price Index of the Office of the Actuary at the Centers for Medicare and Medicaid
Services, trended forward to 2014. Spending categories may not sum to total because of rounding. In the first two columns under Simulations, significance indicated by
asterisks denotes the simulation compared with pre–Affordable Care Act (ACA). aMedical care, prescription medications, and pediatric dental care for the sample member
and his or her family members with the same actual or simulated insurance status. bNot applicable. *p < 0:10 **p < 0:05 ***p < 0:01
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The lowest-premium plans for smokers tend to
have higher deductibles and out-of-pocket max-
imums. If families with smokers enroll in silver
plans, then their premiums would exceed the
reduction in out-of-pocket spending for care.
Therefore, average total family out-of-pocket
spending would rise to $2,625 from $1,915 be-
fore the ACA (Exhibit 3).
The difference in premiums and benefits by

smoking status has a large impact on financial
burdens. For families without smokers, enroll-
ing in the Marketplaces would have little impact
on average total out-of-pocket spending but
would reduce the risk of spending more than
10 percent of family income on health care and
premiums (Exhibit 3). For families with smok-
ers, enrolling in the Marketplaces would in-
crease the risk of spendingmore than 10 percent
of family income on health care and premiums.
For both groups, enrolling in the Marketplaces
would decrease the risk for spending more than
20 percent of family income on health care and

premiums.
Both groups would experience reduced out-of-

pocket spending and financial burdens if their
states expandedMedicaid. For adults in families
with smokers, 28.9 percent would spend more
than 10 percent of family income on health care
and premiums inMarketplace silver plans, com-
paredwith 8.9 percent inMedicaid (Exhibit 3), a
69 percent decrease.
Subsamples By Tax Dependency Adult tax

dependents would have high spending and bur-
dens in the Marketplaces, because often their
modified adjusted gross incomes for tax credits
were too high to qualify for cost sharing subsi-
dies (Exhibit 4). Out-of-pocket premiums for sil-
ver plans would average $2,376, cost sharing for
care would average $1,101, and total family out-
of-pocket spending would be higher than before
the ACA. In contrast, out-of-pocket spending
would not rise for adults who were not tax de-
pendents.
Options for reducing burdens are limited. En-

Exhibit 4

Actual And Simulated Out-Of-Pocket Spending By Families Of Uninsured Adults Gaining Eligibility For Marketplace Coverage Because Their States Did Not
Expand Medicaid, By Whether The Adult Is A Tax Dependent, 2005–10

Average annual estimate

Simulations

Actual
pre-ACA
(uninsured)

Insured with lowest-
cost Marketplace
silver plan

Insured under
Medicaid
expansion

Significance of
Marketplace-Medicaid
differences

Adult is not a tax dependent

Average out-of-pocket spending on:
Care for adult and family members with
the same insurance statusa $1,006 $ 352*** $307*** ***

Silver plan premium —
b 554 —

b

Family members with other insurance 180 81*** 76***
Adult dental 77 77 77
Total 1,263 1,065 460*** ***

Percent whose spending exceeds:
10% of family income 16.4 11.6** 2.7*** ***
20% of family income 9.4 2.4*** 0.2*** ***

Adult is a tax dependent

Average out-of-pocket spending on:
Care for adult and family members with
the same insurance statusa $1,220 $1,101 $ 53*** ***

Silver plan premium —
b 2,376 —

b

Family members with other insurance 1,221 479*** 1,895*** ***
Adult dental 161 161 161
Total 2,602 4,117*** 2,109* ***

Percent whose spending exceeds:
10% of family income 19.5 30.6** 14.0* ***
20% of family income 9.2 7.1 2.7*** ***

SOURCE Author’s analysis of data from the Medical Expenditure Panel Survey, 2005–10. NOTES For adults who are not tax dependents, n ¼ 1;112. For adults who are tax
dependents, n ¼ 354. The Marketplace simulation assumed that all newly eligible adults enrolled in the silver plan with the lowest premium in their county. Out-of-pocket
spending was inflated to 2014 dollars using the Personal Health Care Expenditure Price Index of the Office of the Actuary at the Centers for Medicare and Medicaid
Services, trended forward to 2014. Spending categories may not sum to total because of rounding. In the first two columns under Simulations, significance indicated by
asterisks denotes the simulation compared with pre–Affordable Care Act (ACA). aMedical care, prescription medications, and pediatric dental care for the sample member
and his or her family members with the same actual or simulated insurance status. bNot applicable. *p < 0:10 **p < 0:05 ***p < 0:01

February 2015 34:2 Health Affairs 7

at ACADEMY HEALTH
 on January 29, 2015Health Affairs by content.healthaffairs.orgDownloaded from 

http://content.healthaffairs.org/


rolling in bronze plans with the lowest premi-
ums would reduce average out-of-pocket premi-
ums to $1,450 for adult tax dependents. Howev-
er, cost sharing is not subsidized in bronze
plans, and deductibles averaged $5,952 for indi-
viduals (data not shown). A secondoptionwould
be not to claim the adult as a dependent, but
there are two drawbacks. First, the adult would
be ineligible for bothMedicaid andMarketplace
coverage. Second, the families in this analysis
increased their premium tax credits by claiming
the adult as a dependent.
If states expanded Medicaid eligibility, then

adult tax dependents could enroll in Medicaid.
Cost sharing for Medicaid services would be es-
pecially low, averaging $53 (Exhibit 4). This is
because federal regulations limit cost sharing
even more for adults with incomes below pover-
ty, compared with adults with incomes above
poverty, and because the cap on out-of-pocket
spending would be based on the dependent’s
low income. Other family members would not
be eligible for Medicaid, and their out-of-pocket
costs would fall in the category of “family mem-
bers with other insurance” ($1,895). In contrast,
in the Marketplace scenario, many family mem-
bers also had Marketplace coverage ($1,101).
Compared with the Marketplace scenario, total
family out-of-pocket spending would decrease
from $4,117 to $2,109, on average, for tax de-
pendents if states expanded Medicaid. The risk
of spending more than 10 percent of income
would also decrease, from 30.6 percent to
14.0 percent.

Discussion
This study simulatedpotential differences inout-
of-pocket spending for uninsured adults gaining
eligibility for Marketplace coverage because
their states have not used the provisions of the
ACA to expand Medicaid. Compared with being
uninsured and with having a Marketplace silver
plan, being able to take advantage of expanded
Medicaid would reduce average out-of-pocket
spending for these adults and their families. In
addition, expanding Medicaid would greatly re-
duce financial burdensby removingMarketplace
premiums and capping out-of-pocket spending
at 5 percent of income for all enrolled family
members.
Recent trends suggest potential reductions in

financial burdens for low-income populations.
Between January and December 2014, three ad-
ditional states (Michigan, New Hampshire, and
Pennsylvania) decided to expand Medicaid un-
der the ACA, and Medicaid enrollment has in-
creased, especially in states that expanded Med-
icaid.18 There is no deadline for states to decide

whether to expandMedicaid. If additional states
opt to expand Medicaid in the future, then con-
sumers’ risk of financial burdens may be
reduced.
This study reached the same conclusions as

Nowak and colleagues:5 If states that previously
decided not to expand Medicaid changed that
decision, low-incomeconsumers eligible for sub-
sidized Marketplace coverage would have lower
out-of-pocket spending, and there would be re-
ductions in financial burden for low-income con-
sumers. Estimated out-of-pocket spending in
Medicaid was, as expected, higher than previ-
ously simulated, because this study used the
maximum Medicaid cost sharing allowed. Esti-
mated premiums were lower in this study, be-
cause actual 2014 premiums were used, instead
of the simulated premiums in 2016 used by
Nowak and colleagues.5

Tobacco User Surcharge Tobacco user sur-
charges make Marketplaces less attractive for
low-income smokers. Among adults who
smoked or had a smoker in the family who was
eligible for a premium tax credit, 28.9 percent
would spend more than 10 percent of family in-
come if they selected the lowest-cost silver plan
(Exhibit 3). Savings from subsidized cost shar-
ingandpremiumtax credits canbeoverwhelmed
by tobacco use surcharges. Families including a
smoker might consider bronze plans as a way of
reducing costs, but cost sharing is not subsidized
in those plans.
Encouraging people to obtain insurance cov-

erage may facilitate reducing tobacco use. Both
Medicaid expansions and the Marketplaces cov-
er tobacco cessation as a preventive service.19

Marketplace premiums, without subsidies to off-
set tobacco user surcharges, may discourage en-
rollment by the low-income population in this
study in insurance that provides cessation ser-
vices. Medicaid expansions, which limit out-of-
pocket premiums and cost sharing to 5 percent
of income, are likely to bemore attractive for this
population and may thereby improve access to
cessation services.
Prohibiting or constraining tobacco sur-

charges could also encourage Marketplace en-
rollment and improve smokers’ access to ser-
vices. Ten states have imposed limits on
tobacco surcharges, and all ten have expanded
Medicaid—thus, adults in those states were ex-
cluded from this study.20 However, prohibiting
or constraining tobacco surcharges would raise
premiums for nonsmoking enrollees.21

Tax Dependents And Family Members With
Different Sources Of Insurance Financial
burdens are also affected by having family mem-
bers in different programs, because each pro-
gram’s cap on spending covers only some family
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members. A substantial minority of adults in
this study had family members who had employ-
er-sponsored insurance or other coverage.
Some taxpayers provide financial support for

adults with little or no income—such as un-
employed adult children, unmarried partners,
and other relatives—and the dependent adult
is often eligible for insurance through the Mar-
ketplace. The Marketplace is an option when an
adult child has agedout of eligibility for coverage
through the taxpayer’s employer or if the taxpay-
er is not offered affordable employer-sponsored
insurance.
In stateswithoutMedicaid expansions andnot

covering childless adults, claiming the adult as a
tax dependent is the adult’s only route to subsi-
dized insurance in theMarketplace, because the
adult’s own income is below 100 percent of
poverty—the threshold for tax credits. The tax-
payer’s income, on the other hand, can be high,
resulting in low tax credits and high out-of-pock-
et premiums in the Marketplace. Expanding
Medicaid eligibility can reduce these families’
risks of financial burdens.

Medicaid Demonstration Waivers Some
stateshaveuseddemonstrationwaiverprograms
in their Medicaid expansions, and some states
that opt to expand coverage in the future may
also do so. Arkansas and Iowa used waivers to
enroll beneficiarieswithmodified adjustedgross
incomes above poverty in Marketplace plans.22

Iowa, Michigan, and Pennsylvania have pro-
grams that charge or will charge premiums for
beneficiaries with modified adjusted gross in-
comes above poverty, and these states reduce
premiums or cost sharing for beneficiaries
who undertake health improvement activi-
ties.22–24 This study did not assess financial
well-being when states use waiver programs to

expandMedicaid, but in all fifty states, spending
on premiums and cost sharing is capped at 5 per-
cent of income, which greatly reduces the risk of
financial burdens. While financial impacts will
likely varybybeneficiaries’willingness to engage
in healthy behaviors and other activities, overall
burdens may be low because of the cap.
Unanswered Questions Additional research

is needed not only on out-of-pocket cost differ-
ences between the Marketplaces and Medicaid,
but also on differences in access to care and
health impacts. Some physicians do not accept
new Medicaid patients,25 but some Marketplace
plans have narrow networks of providers. Fur-
thermore, there have been anecdotes about
access being reduced by high cost sharing in
Marketplace plans.26 However, information is
lacking on the experiences of low-income adults
enrolled in plans with subsidized cost sharing.

Conclusion
The Affordable Care Act’s Marketplaces offer
generous benefits to low-income uninsured
adults who gain eligibility for Marketplace cov-
erage because their states have not exercised the
ACA provision to expand Medicaid. Neverthe-
less, these adults would likely have lower out-
of-pocket spending if states’ decisions not to ex-
pand were reversed. Compared with making sil-
ver plans with subsidized cost sharing available
to newly eligible uninsured adults, expanding
Medicaidwould also dramatically reduce the risk
of their having to devotemore than 10 percent of
their income to out-of-pocket spending for care
and premiums. Medicaid expansion may there-
fore offer the greater opportunity to promote
their financial well-being. ▪

Preliminary results were presented at
the fall research conference of the
Association for Public Policy and
Management, Washington, D.C.,
November 9, 2013, and at the fifth
biennial conference of the American
Society for Health Economics, Los
Angeles, California, June 24, 2014.

Thomas Selden, Salam Abdus, and Julie
Hudson provided expertise about
Medicaid eligibility. Jessica Vistnes
provided detailed comments on an
earlier draft. Lisa Ann Bailey, Gina
Zdanowicz, and Lourdes Grindal-Miller
provided premium amounts in the
federally facilitated Marketplace. The

views expressed in this article are those
of the author, and no official
endorsement by the Agency for
Healthcare Research and Quality or the
Department of Health and Human
Services is intended or should be
inferred. [Published online January 28,
2015.]
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