
Disentangling the ACA’s Coverage Effects — 
Lessons for Policymakers

Citation
Frean, Molly, Jonathan Gruber, and Benjamin D. Sommers. 2016. “Disentangling the ACA’s 
Coverage Effects — Lessons for Policymakers.” New England Journal of Medicine (September 
21). doi:10.1056/nejmp1609016.

Published Version
doi:10.1056/NEJMp1609016

Permanent link
http://nrs.harvard.edu/urn-3:HUL.InstRepos:28547756

Terms of Use
This article was downloaded from Harvard University’s DASH repository, and is made available 
under the terms and conditions applicable to Other Posted Material, as set forth at http://
nrs.harvard.edu/urn-3:HUL.InstRepos:dash.current.terms-of-use#LAA

Share Your Story
The Harvard community has made this article openly available.
Please share how this access benefits you.  Submit a story .

Accessibility

http://nrs.harvard.edu/urn-3:HUL.InstRepos:28547756
http://nrs.harvard.edu/urn-3:HUL.InstRepos:dash.current.terms-of-use#LAA
http://nrs.harvard.edu/urn-3:HUL.InstRepos:dash.current.terms-of-use#LAA
http://osc.hul.harvard.edu/dash/open-access-feedback?handle=&title=Disentangling%20the%20ACA%E2%80%99s%20Coverage%20Effects%20%E2%80%94%20Lessons%20for%20Policymakers&community=1/4454687&collection=1/4454688&owningCollection1/4454688&harvardAuthors=29f13a59c376297909c1451025219f9a&department
https://dash.harvard.edu/pages/accessibility


Perspective   

The NEW ENGLAND JOURNAL of MEDICINE

n engl j med nejm.org 1

Since the passage of the Affordable Care Act 
(ACA), an estimated 20 million Americans have 
gained health insurance, and the country’s unin-

sured rate has dropped from 16% to 9% since 2010.1

In the upcoming presidential elec-
tion, the ACA’s future is again at 
stake. Understanding how the law 
has achieved these coverage chang-
es is critical to evaluating its 
progress.

The primary ACA tools that 
took effect in 2014 are by now 
familiar: the expansion of Medic-
aid (made optional for states by 
the Supreme Court in 2012), the 
availability of tax credits to help 
consumers purchase coverage on 
the new health insurance exchang-
es, and the implementation of an 
individual requirement to purchase 
health insurance or pay a tax 
penalty (the individual mandate). 
Since 2010, the ACA has also al-
lowed young adults to stay on 
their parents’ health plan through 
26 years of age. Multiple data 

sources and studies make clear 
that the uninsured rate has fallen 
dramatically since 2014; what is 
less clear is how these different 
pieces of the law have fit together 
to produce these changes.

We attempted to tease out the 
effects of the various provisions 
on insurance coverage (see table). 
Using data from the U.S. Census 
Bureau from 2012 through 2014, 
plus information on the law’s pro-
visions and premiums in health 
insurance exchanges throughout 
the country, we examined these 
provisions’ effects by comparing 
changes that affect various income 
groups and geographic areas. This 
approach takes advantage of the 
fact that people encounter differ-
ent health insurance options de-
pending on where they live (since 

Medicaid eligibility varies by state 
and premiums vary by rating areas 
within states) and what their fam-
ily income is (which determines 
Medicaid eligibility, premium sub-
sidies, and the mandate penalty). 
Our preliminary analysis identified 
several key results with policy im-
plications.2

We find that the biggest factor 
in the coverage expansion in 2014 
was Medicaid, which produced 
63% of the gains we identified. 
This effect, however, actually com-
prised several distinct phenomena. 
Not surprisingly, the expansion of 
Medicaid eligibility to previously 
ineligible low-income adults played 
a key role. Overall, we estimate 
that nearly one third of previously 
uninsured newly eligible adults in 
states that expanded Medicaid 
signed up for coverage in the ex-
pansion’s first year, which ac-
counted for 19% of the overall 
coverage change in our model. 
However, since only half of states 
chose to expand Medicaid by 
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2014, several million poor adults 
in the states that didn’t expand 
Medicaid were left without viable 
coverage options.

Perhaps less obviously, we also 
found a substantial increase in 
Medicaid coverage among chil-
dren and adults who were already 
eligible for the program before 
2014. This population accounted 
for 44% of the coverage increase. 
One component of this increase 
occurred in states that started the 
ACA’s expansion process earlier 
than 2014. In six states, most no-
tably California, the ACA Medic-
aid expansion took effect at least 
in part in 2012–2013. We find 
that these early efforts laid the 
groundwork for even larger gains 
in 2014, offering the first exam-

ple of what will become a recur-
ring theme: state implementation 
plays a key role in the ACA’s ef-
fectiveness.

But even among people who 
were eligible for Medicaid under 
pre-ACA criteria, we found a large 
increase in coverage. That increase 
was made possible by the ACA’s 
streamlining of the application 
process for Medicaid, removal of 
onerous asset tests for determin-
ing eligibility for most applicants, 
and increased public awareness 
about insurance coverage options. 
Moreover, expanding eligibility to 
the parents of children who were 
already eligible can help bring 
coverage to entire families. We 
found evidence of this “wood-
work,” or “welcome mat,” effect 

in all states, whether or not they 
expanded Medicaid. Meanwhile, 
another potential spillover effect 
of expanding Medicaid — the re-
placement of private coverage with 
public coverage (“crowd-out”) — 
did not occur. This finding sug-
gests that the ACA’s Medicaid 
dollars have been effectively tar-
geted to increasing coverage 
among people who would other-
wise be uninsured.

While Medicaid accounted for 
roughly 60% of ACA coverage 
gains identified in 2014, the other 
nearly 40% was attributable to 
the law’s premium subsidies for 
coverage purchased on the new 
insurance exchanges. Our esti-
mates suggest that for each addi-
tional 10% subsidy for the average 

Provision and Policy Details Policy Questions Estimated Effects in 2014

Medicaid expansion

Expanded eligibility to adults 19–64 yr  
of age with incomes below 138% of 
federal poverty level (FPL) — in states 
choosing to expand

Streamlined application process and in-
creased public awareness for adults 
and children eligible for Medicaid 
 under pre-ACA standards

What percentage of newly eligible adults will 
sign up?

Will enrollment among previously eligible 
adults and children also increase (“wood-
work,” or “welcome mat,” effect)?

Will Medicaid replace private insurance cover-
age for many beneficiaries?

44% of coverage gains due to enrollment of 
 previously eligible adults and children, 
 including the 2011–2013 early Medicaid 
 expansions

19% of coverage gains due to enrollment of 
adults who became newly eligible in 2014

Enhanced enrollment in six early-expansion states
No significant reduction in private coverage  

as a result of Medicaid expansion

Premium subsidies for exchange coverage

Tax credits to subsidize the purchase of 
private insurance from state or federal 
health insurance exchanges

Subsidy amount is tied to income and 
available to persons who aren’t 
Medicaid-eligible and have income 
 between 100% and 400% of FPL

How effective will premium subsidies be  
at  inducing enrollment?

Will participation vary with state policies 
 regarding the exchanges?

37% of coverage gains due to premium sub-
sidies

Subsidies nearly twice as effective at increasing 
coverage in states with state insurance ex-
changes as in those using federal exchange

Individual mandate

Individuals lacking health insurance must 
pay a tax penalty when filing federal 
 income taxes

In 2014, the penalty was equal to $95 per 
person or 1% of taxable income, which-
ever was greater, but this increased to 
$695 or 2.5% of taxable income by 2016

Some individuals are exempt because they 
have very low incomes, their state hasn’t 
expanded Medicaid, they belong to a 
federally recognized Native American 
tribe, or they have no affordable cover-
age options

Will individuals and families be aware of the 
mandate details in a way that affects their 
insurance behavior?

Will there be a more general effect of the man-
date on insurance coverage rates?

Will the effect of the mandate increase over 
time as the financial penalty for lacking 
 coverage grows?

No significant effect of mandate details on 
 coverage in 2014

A more general effect of the mandate to boost 
enrollment is still possible

Key Provisions of ACA Coverage Expansions Taking Effect in 2014.
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family premium, nearly 1.5 mil-
lion more Americans obtained 
health insurance. Though that 
gain is substantial in population 
terms, in economic terms it indi-
cates that 2014 participation rates 
in the exchanges were more mod-
est than originally projected. Par-
ticipation will probably increase 
over time, however — a prediction 
that’s supported by exchange en-
rollment statistics from 2015–2016.

And there’s reason to think 
that state efforts can facilitate 
even greater participation. We 
found that premium subsidies 
were nearly twice as effective in 
getting people to enroll in cover-
age if they lived in states operat-
ing their own exchanges rather 
than in states participating in the 
federal exchange. This finding 
probably reflects multiple factors, 
such as more aggressive outreach 
and the creation of application-
assistance programs in these 
states, as well as political envi-
ronments that are generally more 
supportive of the ACA.3

The law’s third key feature 
was the individual mandate. When 
we assessed the mandate’s de-
tailed provisions, which include 
income-based penalties for lack-
ing coverage and various specific 
exemptions from those penalties, 
we did not find that overall cov-
erage rates responded to these 
aspects of the law. Does that 
mean the mandate had no effect? 
Not necessarily. If its primary re-
sult was to make all Americans 
more likely to obtain coverage — 
whether or not they were subject 
to the penalty and irrespective of 
how much it would cost them — 
our analysis would not capture 
that effect. Indeed, there is some 
evidence from analysis of a simi-
lar insurance mandate enacted in 
Massachusetts in 2006 to sug-
gest that this phenomenon may 

explain part of the Medicaid 
woodwork effect4 and may also 
have induced some ambivalent 
consumers to purchase private 
coverage. Moreover, the dollar 
value of the mandate penalty was 
quite modest in 2014 ($95 per 
person or 1% of taxable income, 
whichever was greater), but it 
increased substantially by 2016 
($695 per person or 2.5% of tax-
able income). Thus, the mandate 
may play a larger role over time.

Finally, according to our analy-
sis, the ACA’s effects on employer-
sponsored insurance were essen-
tially nil. Though some opponents 
have demonized the ACA as a “job 
killer” and a disrupter of health 
insurance for millions of people, 
our data and others’ analyses 
have shown no adverse effects on 
rates of employer-sponsored health 
insurance coverage, unemploy-
ment, or part-time work.5

As the country focuses on the 
2016 election, we offer several 
key messages from our findings. 
State implementation continues 
to strongly affect the success — 
or shortcomings — of the ACA. 
This reality is most obvious in 
decisions about whether to ex-
pand Medicaid under the law, 
since the lack of expansion in 19 
states has left roughly 3 million 
adults without coverage. But state 
policies also affect middle-income 
families’ ability to sign up for ex-
change coverage, which has been 
impaired in some states by legis-
lative barriers to enrollment and 
lack of outreach. In essence, some 
state policymakers who rail against 
the ACA as a failed policy have 
created a self-fulfilling prophecy 
by taking steps to prevent people 
from signing up and benefiting 
from new coverage. Such actions 
may have contributed to the large 
gap between exchange enrollment 
rates in states participating in the 

federal exchange and those in 
states with their own exchanges. 
Though undermining coverage ex-
pansion may be politically expe-
dient in some places, it is inde-
fensible from a public health 
perspective.

With one presidential candi-
date pledging to build on the 
ACA and the other pledging to 
repeal it, and with state-level bat-
tles over the law ongoing, much 
is at stake in this year’s election. 
Overall, our results reveal several 
ACA provisions working effective-
ly to expand health insurance 
coverage to millions of Ameri-
cans. Whether the law continues 
to expand coverage in the future 
most likely hinges on the out-
come of the November election.

Disclosure forms provided by the authors 
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