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At a Glance

e About half of uninsured adults targeted by the Marketplaces have no prior experience with the
nongroup market.

e Almost two-thirds of the target population who have considered or tried purchasing nongroup
coverage say cost reasons were a barrier.

e Respondents report they know little about the actual cost of pre-ACA nongroup insurance.

e Most of the target population is unsure of its ability to pay for nongroup coverage in the pre-
ACA market but thinks that affording coverage would be difficult.

As the Patient Protection and Affordable Care Act (ACA) takes full effect in January 2014, millions
of uninsured adults under age 65 will gain access to new health insurance coverage options (some of
them subsidized) through the Marketplaces and expanded Medicaid eligibility.' The ACA is
estimated to reduce the number of uninsured by 14 million in 2014, 20 million in 2015, and 25
million in 2016 (Congressional Budget Office 2013). Over 12 million currently uninsured Americans
could be eligible for subsidies in the Marketplaces when the ACA is fully implemented.

The Marketplaces specifically target nonelderly adults with incomes above the national
Medicaid-eligibility cutoff (138 percent of the federal poverty level, or FPL) who are currently
uninsured or are purchasing individual coverage (the adult target population). Thus, how well this
population understands health insurance plans, and its willingness to tackle the challenges of plan
selection, will largely determine the ACA’s enrollment success. These challenges range from
demonstrating income eligibility and citizenship status to comparing premium, benefit, cost-sharing,
and provider network alternatives. Selection and enrollment may be particularly demanding for
uninsured adults who have no previous experience with, or negative impressions of, shopping for
nongroup coverage.

In this brief, we focus on the prior nongroup market experience of the currently uninsured
adult target population, to assess how their perceptions of coverage cost and affordability are likely
to influence the ACA’s success in reaching its enrollment targets.

Focus of the Analysis

This analysis draws on data collected in June—July 2013 from the Health Reform Monitoring Survey
(HRMS) using a sample of nonelderly adults age 18—-64. We focus here on the responses of the
uninsured adults in the Marketplace target population with incomes above 138 percent of FPL to
better understand how they think about the nongroup market. Family incomes are defined based on
the “health insurance unit,” which includes respondents, their spouses, and any children or
stepchildren under age 19 living with them. (Because of the limited sample size, we are unable to
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provide separate estimates for the uninsured population with family incomes above 400 percent of
FPL.)

The results are based on HRMS questions relating to previous experience with and
knowledge of the pre-ACA nongroup health insurance market. All HRMS respondents who did not
have nongroup coverage were asked whether they had ever considered purchasing, tried to purchase,
or actually purchased health insurance in the nongroup market. The same respondents were also
asked to estimate the monthly cost of nongroup coverage in 2013 (not counting ACA Marketplace
subsidies), how easy it would be for them to afford health insurance, and how much they think they
could pay per month to purchase individual coverage. Respondents without insurance who had
considered purchasing coverage were also asked to provide the main reason they did not currently have
nongroup coverage.

What We Found

Approximately balf of the uninsured adult Marketplace target population has no prior experience with the nongroup
market; only a minimal share has ever had nongroup coverage. About half (49.5 percent) say they have never
even considered directly purchasing coverage for themselves (figure 1). Only 5.7 percent have
actually enrolled in nongroup health insurance in the past, 6.8 percent say they are currently trying to
purchase nongroup insurance, 11.2 percent have tried unsuccessfully to purchase such coverage in
the past, and 20.7 percent say they had considered purchasing nongroup coverage but decided not
to.

Figure 1. Prior Experience with Purchasing Nongroup
Health Insurance Coverage among the Uninsured Adult
Marketplace Target Population

49.5%

Thought about it but  Tried to purchase Trying to purchase  Purchased coverage  Have not thought
decided not to coverage but was coverage now in the past but no about trying to
unable to do so longer have that purchase coverage
coverage
N=588

Source: Health Reform Monitoring Survey, quarter 2 2013.
Note: The uninsured adult Marketplace target population is nonelderly adults without health insurance with family incomes above
138% of the federal poverty level.

Cost is the most frequently identified barrier. Neatly two out of three (62.6 percent) of the
uninsured adult target population who have considered or tried purchasing nongroup coverage give
affordability as the main reason they did not ultimately purchase coverage (figure 2). Other
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important reasons include difficulty purchasing coverage or not knowing how (12.1 percent), being
turned down by the insurance company (5.5 percent), and insufficient benefits (4.5 percent).

Respondents reportedly know little about the actual cost of nongroup insurance. Most say they do not know
how much it costs to purchase coverage in the pre-ACA market. Among those able to estimate the cost, responses
range widely. About half (49.0 percent) are unsure of the monthly cost of purchasing coverage directly
from an insurance company. Not surprisingly, those with prior experience with the nongroup
market—the 50.5 percent shown in the lower four bars in figure 1—are half as likely to be unsure of
the cost than those with no such prior experience, defined as those who have not thought about
trying to purchase coverage (32.8 percent versus 66.1 percent).

Table 1. Estimated Cost and Affordability of Nongroup Health Insurance Coverage among Uninsured
Adult Marketplace Target Population, Overall and by Prior Experience with Purchasing Nongroup
Coverage

By Prior Experience with
Purchasing Nongroup

Total Health Insurance
uninsured Coverage
adult No prior Some prior

sample experience experience

Estimated cost per month to purchase nongroup coverage

for self
Not sure of cost of nongroup coverage 49.0% 66.1% 32.8% ***
Less than $100 7.4% 8.2% 6.4%
$100-249 16.6% 11.2% 22.1% ***
$250-399 11.2% 5.6% 16.2% ***
$400 or more 15.8% 8.9% 22.5% ***
Mean amount, among uninsured adults that responded $327 $262  $359 kx*
Estimated ability to pay for nongroup coverage for self
Not sure of ability to pay 50.2% 64.2% 36.7% ***
Less than $25 a month 12.1% 146% 9.5% *
$25-74 a month 17.7% 143% 21.4% **
$75-124 a month 9.5% 4.2% 14.8% ***
$125 or more a month 10.5% 2.7% 17.6% ***
Mean amount, among uninsured adults that responded $84 S49  $100 ***
Level of ease to pay for nongroup coverage for self

Very or somewhat easy 16.2% 18.6% 13.7%

Not too easy 33.0% 24.3% 41.7% ***

Not easy at all 50.8% 57.1% 44.6% *

Source: Health Reform Monitoring Survey, quarter 2 2013.

Notes: The uninsured adult Marketplace target population is nonelderly adults without health insurance with
family incomes above 138% of the federal poverty level. The no prior experience group is those reporting that they
had never considered directly purchasing coverage for themselves (the top bar in figure 1). The some prior
experience group comprises the four other categories in figure 1.

* [** [*** Estimate differs significantly from the reference group, denoted by #, at the 0.1/0.05/0.01 level, using
two-tailed tests.
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Only 51.0 percent of the uninsured target population provided a cost estimate.
Approximately 7.4 percent estimate the cost of nongroup coverage is less than $100 a month ($1,200
annually) and 16.6 percent estimate the cost is between $100 and $249 a month (table 1). In contrast,
27.0 percent estimate the monthly cost as $250 ($3,000 annually) or more. Perhaps surprisingly,
averaging these estimates into an average single premium—3$327 a month or $3,919 annually—yields
a reasonable estimate of the nongroup insurance premiums actually available before the ACA.” Not
so surprisingly, the estimated monthly premiums are higher, and plausibly more realistic, among
those with prior nongroup market experience ($359 a month, on average) than among those with no
prior experience who have never considered trying to purchase coverage ($262 per month, on
average).

Half of the uninsured adult target Marketplace population is unsure of its ability to pay for nongroup
coverage in the pre-ACA market but think that affording coverage wonld be difficult. Half (50.2 percent) are
unsure how much they would be able to pay monthly to purchase coverage directly from an
insurance company; 12.1 percent estimate that they could pay less than $25 ($300 annually), 17.7
percent estimate that they could pay $25-$74, and 9.5 percent that they could pay $75-$124. Only
10.5 percent estimate that they could pay $125 or more a month ($1,500 annually).

Among those providing an estimate, the self-reported ability-to-pay estimates for nongroup
coverage are quite low, averaging $84 a month (§1,007 annually). These estimates are also higher
among those with prior experience with the nongroup market ($100 a month on average) than
among those with no prior experience who have not considered trying to purchase coverage ($49 a
month on average).

626%
Figure 2. Reasons for Not Having Nongroup Insurance
among the Uninsured Adult Marketplace Target Population
Who Considered or Tried Purchasing Nongroup Insurance

Other Too hard to purchase Benefit package didnt  Turned down by insurance Could not afford it
coverage directly/Don't cover needed services company
know how
N=335

Source: Health Reform Monitoring Survey, quarter 2 2013.
Note: The uninsured adult Marketplace target population is nonelderly adults without health insurance with family incomes above
138% of the federal poverty level.

Although most are unsure what they could actually pay for nongroup coverage, the vast
majority believe it would be financially difficult for them to pay for coverage. About 83.8 percent of
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the uninsured adult target population say that it would not be too easy (33.0 percent) or not easy at
all (50.8 percent) to afford nongroup coverage—consistent with the findings in figure 2.

What It Means

Uninsured adults have relatively little prior experience with the nongroup market, largely because
they perceive the products on the nongroup market as unaffordable. Most respondents do not know
how much nongroup premiums cost, or even how much they could afford to pay for coverage.
Those who gave cost estimates provided premium prices that, though varying widely, on average
reflect those prevailing in the nongroup market before the ACA; these estimates are also
considerably higher than respondents’ estimates of their own ability to pay. Perceptions of cost and
affordability are only slightly more optimistic among those who have previously considered
purchasing nongroup coverage than among those who have not.

Thus, the key challenge of ACA outreach and enrollment efforts is to convince these target
populations that the Marketplaces have improved access to nongroup coverage, as well as the
benefits now available and their affordability—particularly for those who qualify for subsidies.
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About the Series

This brief is part of a series drawing on the Health Reform Monitoring Survey (HRMS), a quarterly
survey of the nonelderly population that is exploring the value of cutting-edge Internet-based survey
methods to monitor the Affordable Care Act (ACA) before data from federal government surveys
are available. The briefs provide information on health insurance coverage, access to and use of
health care, health care affordability, and self-reported health status, as well as timely data on
important implementation issues under the ACA. Funding for the core HRMS is provided by the
Robert Wood Johnson Foundation, the Ford Foundation, and the Urban Institute.

For more information on the HRMS and for other briefs in this series, visit www.urban.org/hrms.
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Notes

1 States can choose to expand Medicaid to adults with incomes up to 138 percent of the federal poverty level.

2 These estimates take into account each state’s decision on expanding Medicaid as of September 2013; at that
time, 24 states and the District of Columbia were committed to expand Medicaid under the ACA. See
Buettgens et al. (2013).

3 For example, a 2009 report from America’s Health Insurance Plans (AHIP), based on information from
member companies, reported an average annual premium of approximately $3,000 for single coverage.
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