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In-Brief

More than 74 percent of uninsured consumers who qualify for insurance affordability programs under
the Patient Protection and Affordable Care Act (ACA) file federal income tax returns. This includes over 90 percent of
consumers under age 35 who are eligible for subsidies to pay for qualified health plans (QHPs). Policies that effectively enroll federal

income tax filers into health coverage could cover many uninsured Americans and secure a good mix of healthy participants, which
would help promote a balanced risk pool and marketplace stability.

Tax preparers are a promising source of application assistance for these uninsured. Most low-income taxpayers file with the
aid of tax preparers, including nearly two-thirds (64.6 percent) of people who claim the earned income tax credit (EITC). Federal and

state officials as well as private sector leaders should seriously explore engaging for-profit and nonprofit tax preparers as partners in
reaching the eligible uninsured during the final two months of open enroliment.

Using tax preparers to help enroll people in new or expanded insurance programs
could significantly increase the number of people with health coverage. Why?
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18.9M uninsured people who qualify for Medicaid or ACA Marketplace subsidies will
file a tax return this year, most with assistance from professional tax preparers.

Nearly 80% of tgy ayer
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Introduction

Rapidly enrolling eligible consumers into
new or expanded health programs has
never been easy. Even the Children’s
Health Insurance Program (CHIP), now
very successful, along with Medicaid, in
reaching nearly 9 in 10 eligible children
(87.2 percent)," struggled during its
early years. In 2001, three years after
general CHIP implementation began,
the Congressional Research Service
observed, “until recently, there was
general disappointment with the
implementation progress under [CHIP],
due to low enrollment rates early in
the program.”? Nationally, CHIP took
five years to reach stable participation
levels.?

The ACA, like CHIP, relies on federal-
state cooperation. Itis thus not surprising

that most eligible uninsured have not
yet enrolled into either Medicaid or
subsidized coverage in QHPs offered
through health insurance marketplaces,
which  constitute the ACA's two
insurance affordability programs (IAPs).
Slow enrollment would be expected,
even if all marketplace websites had
functioned impeccably, which has not
been the case. Many observers worry
that, unless enough young and healthy
adults join QHPs, premiums will rise
in the individual market, potentially to
unsustainable levels.*

This paper analyzes one setting in which
these challenges can be addressed. We
show that the vast majority of the ACA’s
target population, including young adults
who qualify for QHP subsidies, files
federal income tax returns, generally
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Figure 1. Federal Income Tax Filers as a Percentage
of Uninsured Consumers Who Qualify for IAPs
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Notes: Estimates understate the prevalence of federal income tax filing as compared to adminis-
trative data. Among uninsured children who are eligible for Medicaid, 67 percent are in families that
file tax returns. For the CHIP-eligible uninsured, 96 percent live in tax-filing households. Estimates
exclude Medicaid eligibility categories based on disability and age over 64. QHPs are qualified
health plans. IAPs are insurance affordability programs. Estimates assume state Medicaid expan-
sion decisions as of December 2013. The numbers overlaid near the top of each column show the
estimated number of tax filers within the applicable category. For example, 3.8 million uninsured,
childless adults who qualify for Medicaid file federal income tax returns, and they represent 53
percent of all uninsured, childless adults who qualify for Medicaid.

using tax preparers to complete the
necessary forms. We briefly explore
the potential that tax preparers offer
for helping the ACA’s target population
qualify for IAPs.

Most Uninsured Who Qualify for
Medicaid or QHP Subsidies File
Income Tax Returns, Including
Young Adults

To analyze the percentage of federal
income tax filers among uninsured con-
sumers who qualify for IAPs, we begin
with Urban Institute’s American Com-
munity Survey-Health Insurance Policy
Simulation Model’'s (ACS-HIPSM) state-
by-state estimates of the number and
characteristics of such consumers,® as-
suming Medicaid expansion decisions
made by states as of December 11,
2013.% We identify the eligible uninsured
who either (1) are legally required to
file income tax returns or (2) qualify for
EITC and may thus file returns despite
the absence of a filing requirement. In
each group, we estimate federal income
tax filing based on published research
describing the characteristics and num-
ber of individuals who file returns. More
information about our methodology is
available online at http://www.urban.
org/health_policy/health_care_reform/
taxfilingmethodology.cfm.

The resulting numbers understate the
proportion of tax filers. Administrative
totals for income tax filing exceed our
estimates, because many people file
returns even if they neither have a
filing requirement nor qualify for EITCs.
Some such people file to claim refunds
unrelated to the EITC—for example,
because income tax was withheld
from their pay even though they have
no tax liability—or for other reasons.
In future work, we hope to provide
more comprehensive totals, which will
exceed the estimates we provide here.
For the time being, however, the reader
should keep in mind that the following
estimates likely understate the extent
to which tax filing could be an effective
setting for reaching and enrolling
uninsured individuals into Medicaid and
subsidized marketplace coverage.
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We find that, among the 25.7 million uninsured childless adults, or 53 qualify for Medicaid or CHIP, or 72
uninsured who will qualify for the ACA’s percent of all such adults; percent of all such children; and
insurance affordability programs in 2014,
at least 74 percent (18.9 million people) * 2.3 million uninsured, Medicaid- * 9.7 million uninsured consumers
will file federal income tax returns. As eligible parents, or 70 percent of who qualify for QHP subsidies, or
shown in Figure 1, they include: all such parents; nearly 9 in 10 (88 percent) of all
such uninsured.
+ 3.8 milion Medicaid-eligible, + 3.1 million uninsured children who
We also find that more than 90 percent
Figure 2. Federal Income Tax Filing Among the of adults under age 35 and children who
Uninsured Who Qualify for QHP Subsidies, by Age will quallfy for QHP subsidies are in fam-
ilies that file federal income tax returns
94% . 91% (Figure 2). Among all QHP-eligible un-
100 0.4 millon p 29””/;0,7 2.0 milion insured who file income tax returns, 43
' 5 ?%‘;Oﬂ percent are adults under age 35 (data
’ not shown). Uninsured tax-filers eligible
80 [ for subsidies in the marketplace thus
comprise a younger cohort than the con-
sumers who enrolled in QHPs by Febru-
| ary 1, 2014, of whom 25 percent were
60 adults under age 35, according to recent
federal reports.” Enroliment strategies that
effectively reach federal income tax filers
20 could thus cover many eligible uninsured
while moving towards a balanced risk pool
that promotes long-term stability within the
individual market.
20 |
The Tax Preparer Network Is a
| Potentially Promising Source of
0 0-18 19-34 35-44 45-64 Health Application Assistance
Most low-income taxpayers use in-
Source: HIPSM-ACS 2014. _ - N person tax preparers to file their returns.
Notes: E_st/mates understate federal income tax filing as c_ompared 'to adm{n!strat/ve data. QHPs From 2009 through 2011, an average of
are qualified health plans. Estimates assume state Medicaid expansion decisions as of December !
2013. The numbers overlaid near the top of each column show the estimated number of tax filers 64.6 percent of returns claiming EITCs
within the applicable category. For example, 0.4 million children age 0-18 who qualify for QHP were filed with the aid of tax preparers,
sul_)sidies are in families that file fede(al income tax refqrns, and they represent 94 percent of all compared to 59.1 percent of other
uninsured children age 0-18 who qualify for such subsidies. 9 .
returns.® Among returns with $30,000

Table 1. Tax Preparation Method, by Adjusted Gross Income, 2008

Tax Preparation Method

Total Returns Volunteer-
(Millions) No Identified Pai IRS-Prepared Tax Counseling
aid Preparer Income Tax
Preparer Return . for the Elderly
Assistance
Under $30,000 67.9 40.9% 55.8% 0.3% 1.5% 1.6%
%%%%%10_ 254 A1.7% 56.7% 0.1% 0.8% 0.8%
gfgoog(;(_) 31.0 40.0% 59.1% 0.0% 0.3% 0.5%
$100,001+ 18.3 35.4% 64.4% 0.0% 0.1% 0.1%
Total: 142.6 40.1% 57.8% 0.1% 0.9% 1.0%

Source: Urban Institute Tax Policy Center analysis of IRS 2008 Statistics of Income.
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or less in Adjusted Gross Income (AGI),
55.8 percent were filed in 2008 using
paid preparers; all volunteer and IRS tax
preparation accounted for 3.4 percent of
such returns (Table 1). For returns with
$30,000 to $50,000 in AGl, 56.7 percent
were filed by paid tax preparers, with 1.7
percent aided by volunteer or IRS tax
assistance. This extensive involvement
of tax preparers is not surprising, given
the financial incentives for low- and
moderate-income households to file
returns that take full advantage of
favorable provisions within the country’s
complex tax code—incentives that are
not present with other sources of health
application assistance. For example, 85
percent of taxpayers with AGI between
$20,000 and $50,000 claimed refunds
in 2012, which averaged $2,771 per
return.™®

More than 78 percent of returns that
claim EITCs are filed before March 31,
which will end 2014 open enrollment for
QHPs." Among all returns filed by the

end of the year, IRS receives roughly 61
percent by the end of March, including 67
percent of all returns that claim income
tax refunds.’”? These facts, together
with our finding that most of the ACA’s
target population files federal income
tax returns, suggest that in-person tax
preparers could be an important source
of assistance to complete forms on behalf
of eligible, uninsured consumers and
help them enroll into health coverage.

Along with in-person assisters, tax
software vendors could play an important
role. They could develop tools that let
taxpayers complete a paper application
for insurance affordability programs just
by answering a few questions beyond
those needed to file a tax return. If this
effort includes vendors that participate in
the IRS’s “Free File” program, taxpayers
with incomes low enough to use that
service (AGI of $58,000 or less in 2013)3
could simultaneously file tax returns and
apply for subsidized health coverage
without paying a fee.™

Such software development would help
not only consumers who file their own
returns, but also those who use in-
person tax preparers. Preparers could
more easily file IAP application forms,
because, by asking their clients the
additional questions specified by the
software, they could use it to complete
those forms for their clients.

Tax preparers have the capacity to
reach many uninsured, including most
young adults who qualify for subsidies
in health insurance marketplaces. Public
and private sector leaders interested in
enrolling the eligible uninsured could
seriously consider engaging with both
the for-profit and nonprofit segments
of this industry to maximize its ability
to help uninsured clients obtain health
coverage, certainly during the remaining
months of 2014 open enrollment, and
potentially thereafter as well."®

The views expressed are those of the authors and should not be attributed to the Robert Wood Johnson Foundation or the
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