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AFFORDABLE CARE ACT

By Adrianna Mcintyre, Mark Shepard, and Timothy J. Layton

Small Marketplace Premiums Pose
Financial And Administrative

Burdens: Evidence From
Massachusetts, 2016-17

ABSTRACT Health insurance premiums are primarily understood to pose
financial barriers to coverage. However, the need to remit monthly
premium payments may also create administrative burdens that
negatively affect coverage, even in cases where affordability is a negligible
concern. Using 2016—17 data from the Massachusetts health insurance
Marketplace and a natural experiment, we evaluated how coverage
retention was affected by the introduction of nominal (less than $10 for
most enrollees) monthly premiums for plans that previously had $0
premiums. Compared with plans that maintained $0 premiums, those
that took on nominal premiums saw enrollment fall by 14 percent over
the following year. This attrition was attributable to terminations for
nonpayment; most terminations occurred at the end of January, implying
that a significant number of affected enrollees never initiated premium
payments. These findings suggest that even very small premiums act as
enrollment barriers, which may sometimes reflect administrative burdens
more than financial hardship. Several policy approaches could mitigate
adverse coverage outcomes related to nominal premiums.

ince the passage of the Affordable

Care Act (ACA), the United States has

seen a historic decline in the number

of people who are persistently un-

insured. And yet it is estimated that
about one in six people (16.9 percent) were un-
insured at some point during a one-year period
asrecently as 2018-19."' Scholars and policy mak-
ers alike have devoted considerable attention
toward measuring and improving take-up of
health insurance (particularly in Medicaid and
the ACA Marketplaces), but there has been less
focus onretention, which also matters for overall
coverage rates.

Even very small premiums can inhibit cover-
age for low-income enrollees. Some states have
imposed premiums on certain low-income en-
rollees in their Medicaid programs. Evaluations
report that premiums of $10 or less can drive
significant disenrollment from Medicaid.>* Oth-
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er prior work has found that even small premi-
ums have an adverse effect on take-up of Market-
place coverage.*®

Premiums are often characterized as posing
financial barriers to coverage, but where pay-
ments are not automatically made, they may be
better understood as posing both financial and
administrative burdens. The latter include both
learning costs (how well people understand
rules and requirements for a benefit or program,
including what they’re eligible for) and compli-
ance costs (procedural hassles that must be over-
come to successfully participate in a program or
receive benefits).’

ACA Marketplace coverage (and nongroup
commercial coverage more broadly) is a context
in which one might particularly expect premi-
ums to function as administrative burdens. In
employer-sponsored insurance, employers auto-
matically deduct premiums from employees’
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paychecks.? Medicare Part B premiums are auto-
matically deducted from enrollees’ Social Secu-
rity checks; seniors may also elect to pay premi-
ums for Part D, Medicare Advantage, and
supplemental “Medigap” plans this way.’ States
are traditionally prohibited from requiring Med-
icaid beneficiaries to pay premiums (although,
as noted above, some have received limited
exemptions to this rule).”® Marketplace premi-
um payments are only automatic if enrollees take
active steps to set up recurring deductions from a
credit card or bank account.

Low-income Marketplace enrollees may have
difficulty setting up recurring premium pay-
ments. Only 51.3 percent of households with
annual family incomes between $15,000 and
$30,000 had credit cards in 2021, compared with
two-thirds of households with incomes between
$30,000 and $50,000 (and even higher rates in
households with higher incomes). About one in
ten households in the $15,000-$30,000 income
range were “unbanked” in 2021, meaning that
they did not have an active bank account; Black
and Hispanic households were more than four
times as likely to be unbanked as White house-
holds."

Absent automatic debits, enrollees must re-
member to pay their premium online, by tele-
phone, or by mail each month. Active payments
are plausibly a hassle; at a minimum, enrollees
must remember to make the payments. Compli-
cated Marketplace rules on subsidy eligibility
may also introduce other learning costs.

Recent work has offered early evidence that
premium payments introduce an independent
administrative burden that hampers take-up of
Marketplace insurance. Streamlining the enroll-
ment process (letting enrollees use a check-the-
box letter to select a plan) increased take-up;
however, this intervention was only superior
to personalized reminder letters among people
with zero-premium plans. For people who had to
pay a premium, there was no incremental im-
provement in take-up, suggesting that premium
payment is its own form of administrative bur-
den.” Other research, using data from Colora-
do’s health insurance Marketplace, found that
zero-premium plans improved how quickly peo-
ple completed the enrollment process, suggest-
ing that the hassle of premium payment delayed
take-up.”

In this study, we used a difference-in-
differences approach to evaluate whether and
how coverage retention in the Massachusetts
Marketplace was affected by introducing nomi-
nal (less than $10 for most enrollees) monthly
premiums for health insurance that previously
had $0 net premiums. We compared enrollment
outcomes among people who experienced these

modest premium increases with those of compa-
rable enrollees who lived in rating areas where
the zero-premium plan stayed the same. We
also compared outcomes for different premium
amounts; the lowest monthly premium was $1.
Our findings offer evidence that Marketplace
premiums should be understood as posing both
financial and administrative burdens that can
disrupt coverage, particularly when newly in-
troduced.

Study Data And Methods

This study used data from the Health Connector,
the ACA health insurance Marketplace in Mas-
sachusetts, to study the enrollment effects of
increasing monthly premiums from $0 to some
small amount (less than $10 for most enrollees).
To obtain plausibly causal estimates, we used an
event study difference-in-differences approach
to evaluate a natural experiment that occurred
at the start of 2017.

sTUDY SETTING The Connector administers a
program called ConnectorCare that offers addi-
tional (state-funded) financial assistance and
a simplified choice environment for eligible
households with incomes below 300 percent of
the federal poverty level. Plans are standardized,
with uniform benefits and cost sharing; they dif-
fer on provider networks, prescription drug for-
mularies, and monthly premiums. Carriers are
only permitted to offer one ConnectorCare prod-
uct per rating area. Consumers generally choose
from five or fewer plans (each offered by a dif-
ferent carrier), varying by geography and year.

In ConnectorCare, after-subsidy premiums are
fixed within income levels (100-150 percent of
poverty, 150-200 percent of poverty, 200-
250 percent of poverty, and 250-300 percent
of poverty)." This stepwise approach is different
from how subsidies are typically administered in
other states, where financial assistance is related
to household income in a more linear fashion; it
is also different from how subsidies are admin-
istered at higherincome levels in Massachusetts.
The online appendix includes further detail on
ConnectorCare pricing.”

Eligible households with family incomes be-
low 150 percent of poverty always had access
to at least one zero-premium plan. During our
2016-17 study period, ConnectorCare enrollees
with incomes of 100-150 percent of poverty had
access to exactly one plan with a $0 net premi-
um.' Small premiums for other plans offered to
people in this income group represented the dif-
ference between a carrier’s insurance bid and the
lowest bid.

Subsidized enrollees are entitled to a three-
month “grace period” if they lapse on payments
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at any time (including at the start of a new plan
year); during this period, they can remit owed
payments and resume normal enrollment. If they
fail to pay all outstanding premiums by the end of
the third month of delinquency, their coverage is
terminated. The termination date is backdated to
the last day of the first month of delinquency—
for example, someone who lapsed on premium
payments starting in January would have their
plan termination dated January 31. A detailed
explanation of the grace period, including the
timing of notices sent to enrollees, is in the ap-
pendix.”

NATURAL EXPERIMENT At the start of 2017, the
lowest-cost ConnectorCare plan—the zero-pre-
mium product offered to enrollees with incomes
0f 100-150 percent of poverty—changed in eight
of the thirteen rating areas in Massachusetts
because the lowest-cost 2016 carrier was under-
bid by a competitor in 2017. Our “treatment”
group was subscribers in these rating areas who
would experience a transition from a $0 premi-
um to a positive (greater than $0) premium if
their coverage autorenewed in January 2017.

In affected rating areas, plans took on monthly
net premiums ranging (by rating area) from $1
to $9 for single enrollees, whereas the lower-
bidding carrier’s plan became a zero-premium
plan. For households with multiple people en-
rolled in a plan, the premium was the single
premium multiplied by the number of household
members on the plan. For example, a family of
three in the rating area where single enrollees
had a $1 monthly premium would pay $3 each
month to cover all three family members.

Although subscribers in the treatment group
could freely switch to the new zero-premium
plan during the open enrollment period (No-
vember 2016-January 2017), the default out-
come, absent any action from the subscriber,
was renewal in their existing plan.

In the remaining five rating areas, the same
plans continued to have no net premium
throughout 2017. Our control group comprised
subscribers with household incomes of 100-
150 percent of poverty in these regions who
would, by default, be automatically renewed into
the same plan with no monthly premium in 2017.

DATA AND SAMPLE CONSTRUCTION We used ad-
ministrative data on enrollment maintained by
the Massachusetts Health Connector. Our dei-
dentified data set included person-month obser-
vations for all of those enrolled in a health plan
through the Marketplace. Our data included cer-
tain sociodemographic characteristics (includ-
ing age, sex, income as a percentage of poverty,
and residential ZIP code), as well as information
about the health plan in which they were en-
rolled and financial assistance they received.
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The relationship
between the size of
the premium increase
and attrition suggests
that affordability was
a factor.

These data also included information on pay-
ment delinquency and reasons for plan termina-
tions (including nonpayment). The payment var-
iables were novel data elements not typically
available to researchers studying Marketplace
enrollment dynamics."”

To evaluate the effect of nominal premiums on
retention, we restricted our regression sample to
nonelderly adults (ages 18-64) continuously en-
rolled from December 2016 into January 2017 in
the 100-150 percent of poverty income tier when
premium changes took effect. We included en-
rollees who had any enrollment in January; peo-
ple who never initiated premium payments
would still be recorded as enrolled for January
because of the way the grace period is enforced.

People were assigned to treatment as though
they would autorenew their December 2016 plan
for 2017; in actuality, they were permitted to
switch plans to avoid new premiums (while re-
maining attributed to the treatment group for
analysis). The sample definition also permitted
plan switching in other months; outside open
enrollment, switching is permitted only if some-
one has a qualifying life event. The definition
requires that an enrollee be in the 100-150 per-
cent of poverty income band across December
and January, so we could be confident that they
faced nominal premiums at the start of a new
plan year; moving to a higher income tier would
sharply increase the amount of premium owed in
January. Enrollees were permitted to move
across income bands before December 1 and af-
ter January 31.

Our inclusion criteria omitted enrollees who
terminated coverage in December 2016 and thus
never faced the new nominal premium in 2017.
December attrition rates were not statistically
different between the treatment and control
groups (14.1 percent versus 13.2 percent;
p < 0.16) (data not shown). We relaxed this Jan-
uary enrollment condition as a robustness
check; see appendix exhibit A9.”
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Even temporary gaps
in coverage have been
linked to adverse
health outcomes.

We restricted our sample to plan subscribers
but retained information about whether a sub-
scriber’s plan covered dependents.

outcoMEes Our primary outcome was an indi-
cator variable for enrollment in Connector cov-
erage (in any plan, not just the beneficiary’s
December 2016 plan) in a given month; this var-
iable captured enrollment in cases where people
reentered the Marketplace. To better character-
ize attrition after premiums are introduced, we
considered two different categories of plan exit:
terminations for nonpayment and all other ter-
minations. The latter included voluntary Mar-
ketplace exits; transitions to Medicaid (which
we could not distinguish from voluntary exits);
and less common reasons for termination, in-
cluding divorce or death. Enrollees who lapsed
on premium payments and were eventually ter-
minated for nonpayment were coded as enrolled
for the first month of their grace period because
their recorded termination date was the last day
of that month.

ANALysis Using an event study design, we
compared enrollment continuity for people in
the affected regions, where 2016 zero-premium
plans took on positive premiums in January 2017
(the treatment group), with those for people
enrolled in unaffected regions, where 2016
zero-premium plans remained so through 2017
(the control group).We included individual-level
fixed effects and month fixed effects. Our stan-
dard errors were clustered at the level of the
rating area, which was the geographic unit by
which premiums were assigned. Our estimates of
interest captured differential change in enroll-
ment in treated versus untreated rating areas,
permitting reentry into Connector coverage after
plan exit. January 2017 was our reference period;
we omitted December 2016 because our outcome
variable (any enrollment) was mechanically
identical across these two months under our in-
clusion criteria.

We evaluated our primary outcome across dif-
ferent subgroups in our sample. We considered
four types of enrollee characteristics: age, sex,
whether any dependents were covered by the

plan (versus single, subscriber-only plans), and
duration of prior enrollment at the point of the
premium change. Our age groups split at age
forty (the approximate mean and median age in
our sample). Our duration variable split enroll-
eesinto those enrolled before December 2016 for
less than one year and those enrolled for ayear or
longer (again, based on the sample mean and
median). We also stratified affected enrollees on
the basis of the size of the premium increase
they experienced. For simplicity of presentation
and interpretation, subgroup analyses used a
pre-post difference-in-differences specification
to evaluate differential enrollment changes im-
mediately after premiums were introduced, us-
ing December 2016 as our pre period and Febru-
ary 2017 as our post period, omitting January.

To investigate the extent to which termina-
tions for nonpayment (versus other reasons) ex-
plained the trends that we observed, we created
binary indicators for whether a given person-
month represented a month in which that enroll-
ee was terminated for nonpayment or that per-
son exited the market for any other reason.
Using an event study difference-in-differences
approach (with December 2016 as the reference
period), we investigated differences in the
monthly incidence of these terminations across
the treatment and control groups after premium
introduction. Finally, we descriptively character-
ized terminations in the first six months after
premium introduction, plan switching, and re-
turns to Connector coverage. These results are in
appendix exhibit A8."

Interpreting our main results causally relies on
the assumption that enrollment patterns among
people in unaffected regions reflected the pat-
terns we would have observed in affected regions
if the zero-premium plans in those regions had
continued to require no monthly premium. To
bolster confidence in our results, we conducted
two falsification tests. Full specifications for all
analyses, falsification tests, and additional ro-
bustness checks are in the appendix.”®

LimiTaTioNs Our study had several limita-
tions. As noted above, causal inferences from
our approach relied on the assumption that en-
rollment trends in rating areas where plans re-
mained zero-premium offered a reasonable
counterfactual. Our falsification test results sup-
ported this assumption. Second, because we
were unable to observe other sources of health
insurance, we could not characterize how many
enrollees who exited Connector coverage be-
came uninsured or whether any were carrying
both ConnectorCare and another source of insur-
ance simultaneously. It is possible that enrollees
elected coverage through an employer without
actively disenrolling from Connector coverage,
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EXHIBIT 1

although prior research suggests that this phe-
nomenon was likely small (because the relevant
population was low income and less likely to
have access to job-based coverage).' If a mean-
ingful share of people in zero-premium plans
enroll in employer-sponsored insurance without
dropping Marketplace coverage, that would have
important policy implications; enrollees may
owe some or all of their subsidy payments at tax
time. We note that people in our sample should
not have been simultaneously enrolled in
Connector coverage and Medicaid, as the two
programs share an eligibility system in Massa-
chusetts. Third, although we discuss a $1 premi-
um as primarily representing the administrative
burden of paying a monthly premium, we could
notrule out the possibility that a $1 premium was
truly unaffordable for people in our study. How-
ever, we emphasize that all people had the op-
portunity to switch to a zero-premium plan of-
fered by another carrier if affordability concerns
were paramount. Fourth, to the extent that attri-
tion was caused by the administrative burden of
nominal premiums, we were unable to establish
whether learning costs (do enrollees know they
owe a premium?) or hassle costs (how much
effortis required to initiate and sustain premium
payments?) mattered more for disenrollment.
More research is needed to clarify the roles of
these frictions. Fifth, this study evaluated enroll-
ment changes among low-income Marketplace
enrollees in one state (Massachusetts), which
could limit the generalizability of our findings.

Study Results

SAMPLE CHARACTERISTICS In our sample 0f 9,012
subscribers, 6,730 had coverage in a rating area
where plan bids resulted in a monthly premium
increase ranging from $1 to $9 for single enroll-

ees. Among subscribers with multiple people on
the plan (22 percent of the premium-increase
group), 88 percent faced an anticipated premi-
um increase of less than $10; the maximum ex-
pected monthly family premium was $36 (data
not shown). The remaining 2,282 subscribers
were enrolled in rating areas where there was
no required monthly contribution. Exhibit 1
shows summary statistics for the full sample,
control group, and treatment group split into
two groups (those with a “high” versus “low”
premium increase). Demographic characteris-
tics statistically differed across groups, although
these differences were generally modest in prac-
tical terms.

EFFECTS ON ENROLLMENT A very sharp differ-
ential change in enrollment (—14.3 percent;
p < 0.001) occurred in February 2017, directly
after premiums were introduced in the treatment
regions (exhibit 2). The enrollment gap was sus-
tained through 2017; reentry after plan exit did
not meaningfully offset differences in attrition
between the treatment and control groups. In
any given month in the post period, the enroll-
ment difference between treatment and control
regions ranged between -13.5 percent and
—14.4 percent (coefficients are reported in ap-
pendix exhibit A13)."

The lack of significant coefficients in the event
study pre period (exhibit 2) suggests that there
were no appreciable differences in pre-period
enrollment trends between subscribers in our
treatment and control regions. About half of
our enrollees started their enrollment spell mid-
year; this natural churn is why coefficients got
noisier as we went farther back in time.

Differential enrollment changes from Decem-
ber to February varied with enrollee character-
istics and with the size of the newly imposed
monthly premium (exhibit 3). Younger enrollees

Mean sample characteristics for ConnectorCare enrollees in Massachusetts with incomes of 100-150 percent of the federal poverty level, 2016-17

Full sample Stayed $0°

(N = 9,012) (n = 2,282)
Age (years) 40.03 4057
Proportion female 0.56 0.55
Income (% of poverty) 132,69 132.86
Proportion with enrolled dependents 0.21 0.18
Enrollment duration as of December 2016 (months) 11.01 11.22

Monthly premium increase®

Low ($1-$2) High (s4-29)
(n = 2,595) (n = 4,135) p value
40.21 3961 <0.01
0.58 0.54 <0.01
134.79 131.29 <0.01
0.19 0.24 <0.01
10.26 1136 <0.01

source Authors’ analysis of administrative data from the Massachusetts Health Connector. NoTEs The sample included ConnectorCare enrollees with the specified
income who were continuously enrolled in coverage from December 2016 to January 2017. Premium increase amount corresponds to a plan with a single enrollee
(no dependents). Significance tests indicate whether significant differences were detected across the "stayed $0," “low ($1-$2)," and "high ($4-$9)" groups, using
one-way analysis of variance tests for continuous variables (age, income, and enrollment duration) and Pearson's chi-square tests for binary variables (proportion
female, proportion with enrolled dependents). *Control group. *Treatment group.
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EXHIBIT 2

Effect of nominal (less than $10 per month) premiums on ConnectorCare enrollment among enrollees in Massachusetts
with incomes of 100-150 percent of the federal poverty level, 2016-17

Change in enrollment
5%

Reference period

» [TTII.
O..tlL:
ot ? JJ |
131711l
EREAREREEE!

Months before and after reference period

sourck Authors’ analysis of administrative data from the Massachusetts Health Connector. NoTES The sample included Connector-
Care enrollees with the specified income who were continuously enrolled in coverage from December 2016 to January 2017. January
2017 is the reference period centered at O; we omitted a separate data point for December 2016 because our outcome variable (any
enrollment) was mechanically identical across these 2 months under our continuous-enrollment inclusion criteria. Full specification and
regression results are in appendix exhibit A13.6 (see note 15 in text).

(younger than age forty) had a significantly larg-
er (in absolute magnitude) differential enroll-
ment change (—19 percent) than older enrollees
(-9 percent); differential enrollment changes
were also significantly higher among subscribers
in self-only plans (-17 percent) compared with
plans sponsoring dependents (-5 percent). En-
rollees who had been enrolled for less than
twelve months had a larger differential enroll-
ment change (-16 percent) than people who
had been enrolled for twelve months or more
(-12 percent). Formal tests of subgroup differ-
ences are in appendix exhibit A18."
Differential enrollment changes for people in
plans that took on premiums of $1 (the lowest
premium) were about two-thirds the magnitude
of the differential enrollment changes for enroll-
ees whose plans took on premiums of $9 (the
highest premium) (exhibit 3). If one infers thata
new $1 premium was primarily an administrative
(rather than financial) burden, our results sug-
gest that hassle costs and awareness issues drove
an enrollment decrease of 12 percentage points
(exhibit 2), with the remainder of the effect size
at higher premiums coming from issues related
to ability or willingness to pay for insurance.

REASONS FOR DISENROLLMENT Exhibit 4
shows coefficients from an event study examin-
ing differential incidence of termination (for
nonpayment or other reasons) between the
treatment and control groups in each month.
Terminations for nonpayment among subscrib-
ers newly facing premiums were highly concen-
trated in January (dated January 31, 2017), im-
plying that enrollees never initiated payments
for their new premiums. Significant termina-
tions for nonpayment also happened later in
the year, but to a much lesser extent. However,
monthly rates of termination for reasons other
than nonpayment did not significantly differ be-
tween the treatment and control groups.

REENROLLMENT IN CONNECTOR COVERAGE We
found that the 1,414 enrollees who were newly
subject to premiums in January 2017 (21 percent
of the treatment group) had their coverage ter-
minated for nonpayment in the first six months
of the year (by the end of June 2017). Only 139, or
9.8 percent, of those people returned to Connec-
tor coverage within the calendar year (appendix
exhibit A8)."” Additional details on termination
rates and returns to coverage are in appendix
exhibit A8."
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EXHIBIT 3

Heterogenous effects of nominal (less than $10 per month) premiums on ConnectorCare enrollment among enrollees in
Massachusetts with incomes of 100-150 percent of the federal poverty level, 2016-17

Full sample —@—

Age (years)
<40 —e——
40+ —@—

Sex
Female ——
Male } @ |

Dependents on plan?
No —@—
Yes —@—

Enrollment duration
as of December 2016

<12 months ——
12+ months } @ |

New monthly premium
sl —o—
s2 —@—
s4 —o—
59 ——

-25% -20% -15% -10% -5% 0%
Change in enrollment

source Authors' analysis of administrative data from the Massachusetts Health Connector. NoTes The sample included
ConnectorCare enrollees with the specified income who were continuously enrolled in coverage from December 2016 to January
2017. Population is split at the mean age (40 years). “Dependents” refers to any nonsubscriber member of the plan, which is generally
understood to include spouses and children. “Enrollment duration” refers to how long someone was continuously enrolled in coverage
as of December 31, 2016. “New monthly premium” refers to the amount of premium the enrollee would have been required to pay in
2017 if they maintained enrollment in the plan they were enrolled in as of December 2016. Full specification and regression results are

in appendix exhibit A17 (see note 15 in text).

PLAN sWITCHING Affected enrollees could
avoid new premiums simply by switching car-
riers during open enrollment. By February 2017,
8 percent of affected enrollees had taken this
step (they were attributed to their December
2016 carriers for purposes of our analyses else-
where). Switching rates among affected enroll-
ees, which increased monotonically with premi-
um size (detailed in the appendix),” were
significantly larger than the switching rate in
unaffected plans (1.5 percent) but were consis-
tently lower than the share of enrollees terminat-
ed for nonpayment at the end of January.

Discussion

This was the first study, to our knowledge, offer-
ing direct evidence that introducing nominal
premiums into previously zero-premium plans
led to significant attrition in the nongroup mar-
ket, even when enrollees could switch into a dif-
ferent plan without a monthly premium. We ob-
served levels of plan switching that were lower

HEALTH AFFAIRS JANUARY 2024 43:1

than levels of termination for nonpayment,
which speaks to strong inertial tendencies in
plan choice, consistent with prior literature.”
The relationship between the size of the pre-
mium increase and attrition suggests that afford-
ability was a factor, even with very small (less
than $10) monthly premiums and the option to
switch to another zero-premium plan during
open enrollment. However, the fact that a shift
in premiums from $0 to $1 resulted in 12-percent-
age-point attrition strongly suggests that bur-
dens other than cost—such as lack of awareness
of the new premium, uncertainty about how to
set up payment, or the hassle of sustaining pay-
ments or switching plans—operated in tandem
with any financial hardships imposed by new
Marketplace premiums. For premiums of $9,
these administrative burdens appear to have ac-
counted for around two-thirds of the attrition
effect; for premiums of $2-$4, the administrative
burdens accounted for almost the entire effect.
Our findings are consistent with those of prior
work finding that small premiums had an ad-
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EXHIBIT 4

Differential rates of termination among ConnectorCare enrollees in Massachusetts with incomes of 100-150 percent of the

federal poverty level, 2017

Difference (percentage points)

20
15 T/ - = - Termination for nonpayment
I
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5
// o
. ° ® .
2
. @ T I S
1 1 v =
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o. 05 O©6_ ©_ 0o o
- - . 4 T -
. 1
1
JUN JUL AUG SEP oCT NOV

source Authors’ analysis of administrative data from the Massachusetts Health Connector. NoTes The figure compares rates of
termination (for nonpayment and other reasons, as outlined in the text) across treatment and control groups by month (that is,
the percentage-point difference in termination rates between enrollees in the treatment and control groups at a given point in time).
The termination month is the last month of enrollment. The sample included ConnectorCare enrollees with the specified income who
were continuously enrolled in coverage from December 2016 to January 2017. Data for December 2017 are not included, as explained
in the text and appendix exhibit A6 (see note 15 in text). Full specification and regression results are in appendix exhibits A15 and A16.

verse effect on take-up of Marketplace cover-
age."® They also echo research finding that small
premiums reduced the probability of staying en-
rolled in Medicaid for a whole year.> Our study
population was reasonably comparable to the
Medicaid expansion population; as such, these
results offer a cautionary tale for policy makers
considering introducing premiums into the pub-
lic program.

Policy Implications

These findings have important implications for
Marketplace insurance policy nationwide. Start-
ing in 2021, federal legislation enhanced the
amount of financial assistance available to
households purchasing Marketplace insurance;

boosted subsidies are available through the end
of 2025.%° Under the new subsidy scheme, an
estimated 79 percent of current HealthCare.gov
enrollees, and about 62 percent of eligible un-
insured people in states using HealthCare.gov,
have access to at least one zero-premium
plan.?"* Enrollees with incomes below 150 per-
cent of poverty typically qualify for up to two
zero-premium plans on the silver tier, which
include additional financial help to offset cost
sharing at the point of care. This makes the
federal context look quite similar to our study
setting for low-income enrollees (Massachusetts
supplemented federal subsidies with state funds
to enable zero-premium coverage). At higher in-
come levels, zero-premium plans are typically in
the less-generous bronze tier.
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However, a plan being zero-premium in one
year is not a guarantee that it will remain zero-
premium the following year. Turnover in zero-
premium status is particularly common for
silver-tier plans available to Marketplace enroll-
ees with incomes of 100-150 percent of poverty.
In states using HealthCare.gov, 93 percent of
these enrollees lived in counties where at least
one zero-premium silver plan took on a positive
premiumin 2022."In most cases—for 84 percent
of enrollees in that income group—all zero-
premium silver plans available in 2021 became
positive-premium in 2022. Our findings suggest
that these enrollees are highly vulnerable to be-
ing terminated for nonpayment.

New policies could help mitigate coverage loss
at these key moments where premiums change
from zero to nonzero. In March 2022, the Cen-
ters for Medicare and Medicaid Services an-
nounced a special enrollment period that per-
mitted midyear reenrollment for people with
incomes below 150 percent of poverty who qual-
ified for net $0 coverage.”® However, enrollees
who elected $0 coverage at higher income levels
did not qualify for this special enrollment period
and could be effectively locked out of Market-
place coverage unless they experienced a quali-
fying life event triggering a new enrollment op-
portunity. A broader special enrollment period
applying to any enrollees terminated after
experiencing a zero-to-nonzero premium shift
would be more inclusive.

Even temporary gaps in coverage have been
linked to adverse health outcomes; some policy
approaches could prevent these gaps altogeth-
er.” For example, states could supplement
federal subsidies to bring net premiums from
small dollar amounts to zero. Alternatively,
federal regulators could amend current rules to
allow or require that carriers waive unpaid pre-
mium balances, in lieu of taking actions that
could result in coverage loss, when those balanc-
es are quite small.

Before the ACA, the Connector had an “auto-
matic retention” policy in place that moved en-
rollees into zero-premium plans (if they were
eligible for one), instead of terminating coverage
after lapsed premium payments.'® The effects of
this policy (retaining 14 percent of affected en-
rollees during the period 2010-13) are remark-
ably consistent with the magnitude of coverage
loss observed in this study’s more recent setting.

Last, the tax system could be used to ease ad-
ministrative burdens inherent in paying premi-
ums, either by recapturing modest unpaid pre-
mium balances (perhaps in the reconciliation
process already used to ensure that Marketplace
subsidies accurately reflect household income)
or by allowing enrollees to “prepay” premium

HEALTH AFFAIRS JANUARY 2024 43:1

In the case of very
small premiums,
administrative
burdens may present
a larger obstacle to
staying insured than
financial costs.

balances using their tax refund. Such ap-
proaches could, in part, also address affordabili-
ty concerns; at tax time, lower-income house-
holds may be less financially stressed (after
receipt of the Earned Income Tax Credit and
tax refunds).?®

Each of these policies comes with its own set of
trade-offs. Shared among them is the fact that
keeping people in subsidized coverage when
they would otherwise be disenrolled would
increase taxpayer spending on insurance sub-
sidies.

Volatility in the lowest-cost plans isno longer a
pressing issue in Massachusetts. In 2019, the
Connector implemented a policy ensuring that
the two lowest-bidding ConnectorCare plans in
each rating area have the same after-subsidy
contribution so long as the discrepancy in un-
derlying premium bids was $45 or less (Marissa
Woltmann, Massachusetts Health Connector,
personal communication, January 12, 2021).
Under this policy, regions with more than one
carrier typically have two zero-premium plans
for enrollees with household incomes of 100-
150 percent of poverty. Had these rules been
in place for 2017, nobody in our sample would
have experienced premium increases at the start
of the new year; the two lowest-cost plans in our
treatment areas were consistent across years, but
they actively competed to be the lowest-cost op-
tion. However, this approach may be less feasible
or effective in markets with more plans and
more complicated choice architectures than in
ConnectorCare.

Conclusion

Using a novel data set with detailed individual-
level information on insurance enrollment and a
difference-in-differences specification, we offer
evidence that suggests that premiums, at least in
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some contexts, should also be understood as
posing both financial and administrative bur-
dens. In the case of very small premiums, admin-
istrative burdens may present alarger obstacle to
staying insured than financial costs, particularly
if those premiums are newly introduced to in-

cumbent enrollees who previously did not need

to make regular payments. Given the prevalence
and volatility of zero-premium coverage in ACA
Marketplaces, coverage retention is likely to suf-
ferif state and federal policy design is inattentive
to these dynamics, leading to people becoming
unnecessarily uninsured. m
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