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Introduction
The recently enacted American Rescue
Plan Act (ARPA) includes several
provisions designed to expand access
to affordable health insurance coverage
in 2021 and 2022, while the economy
continues recovering from the COVID-19
pandemic and recession. One provision
is the expansion of Affordable Care
Act (ACA) marketplace subsidies over
that period, which can improve health
insurance affordability for people whose
incomes have fallen due to reduced
employment opportunities during the
pandemic. Expanding these subsidies
could substantially reduce household
spending on health care, reduce the
number of people uninsured, and
increase marketplace enrollment, but the
new subsidies’ effects may be limited by
their brief availability.
In this paper, we seek to show the
maximum potential impact of the ARPA’s
enhanced marketplace subsidies on
health insurance coverage and set the
stage for next steps by policymakers. To
do so, we show the enhanced subsidies’
effects on coverage as if they were
permanent changes (instead of limited
to 2021 and 2022), and we assume
people, employers, and insurers have
fully responded to the new subsidies.
Because of our approach, our estimates
differ from those by the Congressional
Budget Office (CBO). Adhering to their
mandate, the CBO estimated the ARPA as
written, including the temporary nature of
changes to marketplace subsidies. Given
that a permanent change in subsidies
would be expected to have a larger effect
than one that is temporary, our estimate

of the reduction in the number of people
uninsured is more than three times as
large as the CBO’s.
If the ARPA’s temporary enhancements
to marketplace subsidies were made
permanent and consumers, employers,
and insurers had fully adjusted to the new
coverage options, we find that in 2022:
• 4.2 million fewer people would be
uninsured;
• 5.1 million more people would enroll
in the subsidized marketplace; and
• Nongroup premiums would be 15
percent lower.

American Rescue Plan
Act Coverage Provisions
Effective in 2022
In early 2021, the United States had 10
million fewer jobs than a year earlier,
before the pandemic.1 To ensure people
who have lost their jobs can continue to
access health insurance coverage during
the ongoing crisis, the ARPA includes
several provisions to expand eligibility to
and reduce the costs of health insurance
coverage. Some of these provisions are
limited to 2021,2 but we focus here on
the health care provision that remains
in place in 2022: enhanced premium tax
credits in the ACA marketplace.
The ARPA includes two major changes
for people who enroll in coverage through
the marketplace (Table 1). It enhances
premium tax credits for those previously
eligible for subsidies and expands
eligibility for subsidies to individuals and
families previously ineligible because

their incomes were greater than 400
percent of the federal poverty level (FPL).3
The new subsidy schedule substantially
reduces households’ premium payments.
Under the ARPA, everyone eligible for tax
credits with income below 150 percent of
FPL can select a free silver health plan.
As another example, the Kaiser Family
Foundation (KFF) estimates that an
illustrative 64-year-old just above 400
percent of FPL would pay $12,698 per
year before the ARPA and $4,394 after
the ARPA.4
T h e A R PA d o e s n o t c h a n g e t h e
marketplace’s cost-sharing reduction
schedule (Table 1). Under current law,
cost-sharing reductions (CSRs) are
available to people who have incomes
from 100 to 250 percent of FPL and
who enroll in a silver plan through
the marketplace. A silver plan has an
actuarial value of about 70 percent. The
subsidies work by increasing the actuarial
value of a silver plan to 73 percent, 87
percent, or 94 percent, depending on
income, thus lowering out-of-pocket
costs for consumers.
The ARPA includes the first major federal
expansion of marketplace subsidies
since the ACA’s enactment in 2010. In
the eight years since it first opened for
enrollment in late 2013, the marketplace
survived several policy changes and
continues to serve nearly 11 million
people.5 In 2020, effectuated enrollment
was 10.7 million.6 Projections that the
marketplace would shrink or fail in
certain areas of the country, especially
in the wake of large premium increases
in 2018, have not borne out. Yet,
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though the national average benchmark
premium has fallen for three years in
a row, indicating stability, premium
levels vary considerably across states.
Not all states and rating regions have
robust insurer participation. The ARPA’s
enhanced premium tax credits could
have a range of positive impacts on the
marketplace by increasing marketplace
enrollment that could lead to greater
insurer participation, improvements
in the overall risk pool, and result in
lower premiums.

Data and Methods
We produce our estimates using the
Urban Institute’s Health Insurance Policy
Simulation Model (HIPSM), a detailed
microsimulation model of the health care
system designed to estimate the cost
and coverage effects of proposed health
care policy options. The model simulates
household and employer decisions and
models the way changes in one insurance
market interact with changes in other
markets. HIPSM is designed for quickturnaround analyses of policy proposals.
It can be rapidly adapted to analyze
various new scenarios—from novel health
insurance offerings and strategies for
increasing affordability to state-specific
proposals—and can describe the effects
of a policy option over several years.
Results from HIPSM simulations have
been favorably compared with actual
policy outcomes and other respected
microsimulation models.7
We model the effects of the ARPA’s
enhanced marketplace subsidies
on coverage in 2022 as if they were
permanent changes and as if consumers,
employers, and insurers have fully
responded to the new subsidy schedule.
In other words, our analysis assumes
expanded marketplace subsidies are
permanent and fully phased in.
We provide additional information on
the model and its underlying data in
the appendix. There we explain how
we calibrated the model to project
distributions of coverage in 2022 before
ARPA as a baseline against which
to measure the effects of the ARPA’s
enhanced marketplace subsidies. We also
explain other key assumptions regarding
the pandemic’s economic effects.

Table 1. S
 ubsidy Schedules before ARPA and American Rescue
Plan, 2022
Income (% of FPL)

Before ARPA

American Rescue Plan

Premium Tax Credit Percent of Income Limits for Benchmark Coverage

< 138

2.07

0.0-0.0

138–150

3.10-4.14

0.0-0.0

150–200

4.14-6.52

0.0-2.0

200–250

6.52-8.33

2.0-4.0

250–300

8.33-9.83

4.0-6.0

300–400

9.83

6.0-8.5

400–500

n.a.

8.5-8.5

500–600

n.a.

8.5-8.5

600+

n.a.

8.5-8.5

Silver

Silver

Benchmark Plan

Cost-Sharing Reductions: Actuarial Value of Plan Provided to Eligible Enrollees (%)

< 138

94

94

138–150

94

94

150–200

87

87

200–250

73

73

250–300

70

70

300–400

70

70

400–500

70

70

500–600

70

70

600+

70

70

SOURCES: Internal Revenue Service, Health and Human Services Department, and American Rescue Plan Act
of 2021, Pub. L. No. 117-2.
Notes: FPL is federal poverty level. Percentage-of-income caps applied in 2022; before-ARPA caps are for 2021
and are indexed each year. Annual adjustments to caps have been modest and are not made until close to the end
of year open enrollment period.

Findings
Changes in Coverage and the Number
of People Uninsured
We find the number of people uninsured
would drop by 4.2 million, or almost 14
percent, in 2022 if the ARPA’s enhanced
marketplace subsidies were permanent
and consumers, employers, and insurers
responded to the new subsidy schedule
as if it were fully phased in (Table 2).
In addition, about 317,000 people with
non-ACA-compliant nongroup coverage
would switch to ACA-compliant plans.
Some enrollees in noncompliant
coverage are attracted to such plans
by their lower premiums. Under the
ARPA, many of these people are newly
eligible for premium tax credits that
reduce premiums for marketplace plans
and would therefore switch to the more
comprehensive ACA-compliant plans.

Most of the previously uninsured people
would be attracted to the marketplace by
the enhanced subsidies. We estimate
subsidized marketplace enrollment
would increase by 5.1 million people,
an increase of 60 percent in 2022, if the
ARPA were permanent.
In response to the newly enhanced
marketplace subsidies, we estimate
475,000 fewer people would be covered
by employer-sponsored insurance (ESI).
Most of the people who would leave ESI
are those whose firms would still sponsor
health insurance but whose offers are not
deemed affordable; a very small number
are those whose firms would stop offering
health coverage. The ARPA does not
change the ACA’s so-called “firewall,”
which makes families with workers
who have offers of affordable employer
coverage ineligible for marketplace
subsidies. Of the 475,000 people leaving
ESI, nearly all would be attracted to
the nongroup market because of newly
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Table 2. C
 overage Distribution of the Nonelderly before ARPA and with Permanent ARPA Marketplace
Premium Subsidy Schedule, 2022
Thousands of people
Before ARPA

Insured (Minimum Essential Coverage)

Alternative Subsidies

Change

Change (%)

244,113

88.0%

248,617

89.6%

4,504

1.8%

149,325

53.8%

148,850

53.7%

-475

-0.3%

14,960

5.4%

19,574

7.1%

4,613

30.8%

Basic Health Program

864

0.3%

866

0.3%

2

0.2%

Marketplace with PTC

8,458

3.0%

13,535

4.9%

5,076

60.0%

Nongroup Coverage without PTC

5,638

2.0%

5,174

1.9%

-465

-8.2%

71,162

25.6%

71,528

25.8%

366

0.5%

9,436

3.4%

9,437

3.4%

1

0.0%

Medicaid Expansion

14,845

5.4%

14,986

5.4%

141

0.9%

Traditional Nondisabled Adult

12,680

4.6%

12,855

4.6%

175

1.4%

Nondisabled Medicaid/CHIP Child

34,161

12.3%

34,210

12.3%

49

0.1%

40

0.0%

40

0.0%

0

0.0%

8,665

3.1%

8,665

3.1%

0

0.0%

33,333

12.0%

28,829

10.4%

-4,504

-13.5%

30,766

11.1%

26,579

9.6%

-4,188

-13.6%

2,567

0.9%

2,251

0.8%

-317

-12.3%

277,446

100.0%

277,446

100.0%

0

0.0%

Employer
Private Nongroup

Medicaid/CHIP
Disabled

State-funded Program
Other Public
Uninsured (No MEC)
Uninsured
Noncompliant Nongroup
Total

SOURCE: Urban Institute Health Insurance Policy Simulation Model, 2021.
Notes: PTC is premium tax credit. CHIP is Children’s Health Insurance Program. MEC is minimum essential coverage.

Table 3. U
 ninsured Nonelderly before ARPA and with Permanent
ARPA Marketplace Premium Subsidy Schedule, by Income
Group, 2022
Thousands of people

Below 138% of FPL

Before ARPA

Alternative
Subsidies

Change

Change (%)

14,530

14,218

-312

-2.1%

Between 138% and 200% of FPL

4,581

3,942

-639

-13.9%

Between 200% and 400% of FPL

7,712

5,298

-2,414

-31.3%

Above 400% of FPL

3,943

3,120

-823

-20.9%

Total, all incomes

30,766

26,579

-4,188

-13.6%

SOURCE: Urban Institute Health Insurance Policy Simulation Model, 2021.
Note: Income groups are based on computations for Medicaid eligibility.

enhanced subsidies and lower premiums.
We estimate fewer than 10,000 people
would become newly uninsured because
of the ARPA (data not shown), nearly all
of whom would be eligible for Medicaid or
marketplace subsidies but would choose
not to enroll coverage.
We project that Medicaid and Children’s
Health Insurance Program (CHIP)
enrollment would increase by about
366,000 people as a result of the ARPA’s
enhanced subsidies. These increases
would result from increased enrollment in
the nongroup market by family members
and from eligibility determinations that

send some people to Medicaid when
they sought coverage after passage of
the ARPA.
Changes in Marketplace Premiums
This substantial increase in marketplace
enrollment under the ARPA’s enhanced
subsidies would also reduce average
health risk scores in the entire nongroup
market. We estimate that lower health
risk scores would reduce premiums by
about 15 percent on average in 2022,
if the changes were fully phased in
immediately (data not shown). The main
reason average health risk would fall

under the ARPA’s enhanced subsidies
is that those with higher health care
needs are more likely to have already
purchased coverage before ARPA. The
enhanced subsides, estimated here, are
more likely to attract uninsured people
with average or lower health needs,
including younger enrollees.
The Uninsured by Income Group
The ARPA would substantially reduce
the number of people uninsured in 2022,
and most people gaining coverage would
have incomes below 400 percent of FPL.
People with modest incomes, between
200 and 400 percent of FPL, would
experience the largest reductions in
uninsurance under the ARPA, 2.4 million
people, a decline of 31 percent (Table
3). The number of uninsured people with
incomes between 138 and 200 percent
of FPL would drop about 14 percent, or
by 639,000. And the number of uninsured
people with incomes below 138 percent of
FPL would drop 2 percent, or by 312,000.
Improvements are smaller in this group
because the ARPA does not address the
Medicaid gap by extending subsidies to
people below 100 percent FPL who live in
states that have not expanded Medicaid.

What if the American Rescue Plan’s Enhanced Marketplace Subsidies Were Made Permanent? Estimates for 2022 3

Timely Analysis of Immediate Health Policy Issues

Under the ARPA, people with incomes
above 400 percent of FPL, who meet
other eligibility criteria, are newly eligible
for marketplace subsidies for the first
time since its inception in 2014. The
number of uninsured people with income
in this range would drop by 823,000, or
by about 21 percent.
Changes in Federal and
Household Spending
Because of the coverage changes
outlined above, we estimate federal
spending would increase by $17.6 billion
in 2022 (Table 4). This includes increased
spending on marketplace subsidies and
Medicaid and CHIP that is offset slightly
by reductions in uncompensated care.8

One of the ARPA’s largest impacts would
be the decrease in household health
care spending for people enrolled in
the marketplace (Table 5). Average
spending on premiums would drop nearly
50 percent among nongroup enrollees
with incomes below 200 percent of FPL,
declining from $1,182 to $624 per person.
Average total spending on both premiums
and out-of-pocket expenses would drop
32 percent among people in this income
group, falling from $2,496 to $1,689
per person. Families in other income
groups would experience slightly smaller
declines in spending. Among all nongroup
market enrollees, total spending on both
premiums and out-of-pocket expenses
would decline 23 percent, from $4,926 to
$3,788 per person.

Coverage Effects by State
Table 6 shows changes in the number
of people uninsured by state in 2022. All
states would see significant reductions in
the number of people uninsured, ranging
from a 681,000 decline in Texas to a 4,000
decline in Vermont. Other states with the
largest decreases in the number people
of uninsured are California (419,000),
Georgia (193,000), Ohio (190,000), New
York (163,000), and Arizona (158,000).
The percent declines in the number of
people uninsured range from 28 percent
in West Virginia to 3 percent in Florida.
Other states with large percent decreases
in uninsurance are Ohio (26%), New
Hampshire (25%), Arkansas (23%),
Louisiana (23%), and Indiana (21%).

Table 4. F
 ederal Health Care Spending for the Nonelderly before ARPA and with
Permanent ARPA Marketplace Premium Subsidy Schedule, 2022
Millions of dollars
Before ARPA

Alternative Subsidies

376,113

378,098

1,985

58,277

76,701

18,424

Medicaid and CHIP
Marketplace PTC
Reinsurance
Uncompensated Care
Total

Change

1,314

1,314

0

15,700

12,913

-2,787

451,405

469,026

17,622

SOURCE: Urban Institute Health Insurance Policy Simulation Model, 2021.
Notes: CHIP is Children’s Health Insurance Program. PTC is premium tax credit. Uncompensated care includes federal spending that will shrink in
proportion to reductions in the number of uninsured (largely Medicare Disproportionate Share Hospital payments).

Table 5. H
 ousehold Spending for the Nonelderly with Nongroup Coverage before ARPA and with
Permanent ARPA Marketplace Premium Subsidy Schedule, by Income Group, 2022
Dollars
Spending per Enrollee
Before ARPA

Alternative Subsidies

Change

Change (%)

Household Spending on Premiums

Below 200% of FPL

1,182

624

-559

-47.2%

Between 200% and 400% of FPL

2,619

1,609

-1,009

-38.5%

Above 400% of FPL

5,864

4,173

-1,691

-28.8%

All Incomes

2,768

1,850

-919

-33.2%

Household Out-of-Pocket Spending

Below 200% of FPL

1,314

1,065

-248

-18.9%

Between 200% and 400% of FPL

2,691

2,158

-533

-19.8%

Above 400% of FPL

3,022

2,970

-51

-1.7%

All Incomes

2,157

1,938

-219

-10.1%

Below 200% of FPL

2,496

1,689

-807

-32.3%

Between 200% and 400% of FPL

5,309

3,767

-1,542

-29.0%

Above 400% of FPL

8,885

7,143

-1,742

-19.6%

All Incomes

4,926

3,788

-1,138

-23.1%

Total Household Spending

SOURCE: Urban Institute Health Insurance Policy Simulation Model, 2021.
Note: FPL is federal poverty level.
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Table 6. N
 umber of People Uninsured before ARPA and with Permanent ARPA Marketplace Premium
Subsidy Schedule, 2022
Thousands of people
State

Alabama

Before ARPA

Alternative Subsidies

Change

Change (%)

486

427

-58

-12.0%

Alaska

95

77

-18

-18.7%

Arizona

755

596

-158

-21.0%

Arkansas

230

177

-53

-23.1%

California

3,682

3,262

-419

-11.4%

Colorado

484

396

-87

-18.1%

Connecticut

-12.6%

203

177

-26

Delaware

67

60

-6

-9.3%

District of Columbia

43

38

-5

-11.9%

Florida

2,641

2,563

-78

-3.0%

Georgia

1,401

1,209

-193

-13.7%

Hawaii

114

96

-18

-15.7%

Idaho

161

144

-17

-10.7%

Illinois

1,073

937

-136

-12.7%

Indiana

499

393

-106

-21.3%

Iowa

144

115

-29

-20.0%

Kansas

341

298

-43

-12.7%

Kentucky

294

233

-61

-20.8%

Louisiana

381

294

-87

-22.9%

54

47

-6

-11.6%

Maryland

420

387

-34

-8.0%

Massachusetts

248

228

-19

-7.8%

Michigan

552

457

-95

-17.2%

Minnesota

291

253

-39

-13.2%

Mississippi

371

314

-57

-15.3%

Missouri

676

565

-110

-16.3%

Montana

79

64

-16

-19.9%

Nebraska

135

117

-18

-13.4%

Nevada

397

326

-71

-17.8%

74

56

-19

-25.0%

New Jersey

731

643

-88

-12.0%

New Mexico

216

174

-42

-19.3%

New York

1,106

944

-163

-14.7%

North Carolina

1,179

1,059

-120

-10.2%

75

61

-14

-18.6%

Ohio

724

534

-190

-26.2%

Oklahoma

597

527

-70

-11.7%

Oregon

346

282

-64

-18.5%

Pennsylvania

693

571

-122

-17.6%

Rhode Island

60

54

-6

-9.7%

572

483

-89

-15.5%

Maine

New Hampshire

North Dakota

South Carolina
South Dakota

95

77

-18

-18.7%

731

588

-143

-19.5%

4,996

4,316

-681

-13.6%

299

282

-17

-5.6%

Vermont

44

39

-4

-10.1%

Virginia

755

660

-94

-12.5%

Washington

597

489

-108

-18.1%

West Virginia

109

78

-31

-28.3%

Wisconsin

366

335

-32

-8.7%

Wyoming

85

74

-11

-13.4%

30,766

26,579

-4,188

-13.6%

Tennessee
Texas
Utah

Total

SOURCE: Urban Institute Health Insurance Policy Simulation Model, 2021.
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Discussion
If the ARPA’s temporary enhancements
to marketplace subsidies were made
permanent and consumers, employers,
and insurers had fully adjusted to the new
coverage options, 4.2 million fewer people
would be uninsured in 2022. Subsidized
marketplace enrollment would increase
by 5.1 million people, a 60 percent jump,
and household financial burdens among
the 13.5 million subsidized marketplace
enrollees would fall substantially because
of lower premiums.9
If the ARPA’s expanded marketplace
subsidies were permanent, increased
enrollment would also reduce health risk
scores, leading to premium reductions of
15 percent in the entire nongroup market.
Moreover, permanent enhancement
of subsidies would likely encourage
additional insurer participation in
the marketplace as result of higher
enrollment. The marketplace is working
well in most states and national average
benchmark premiums fell for the third
consecutive year in 2021. Still, average
state benchmark premiums vary by a
factor greater than two. Research shows
increased insurer participation tends to
drive premiums to more competitive
levels. In this way the ARPA’s enhanced
subsidies could ultimately work to
improve stability and competitiveness in
the entire nongroup market.10
Employer Responses to Permanently
Enhanced Subsidies
Some worry that permanently expanding
premium tax credit eligibility to those
with incomes above 400 percent of
FPL could cause some employers to
stop offering ESI to their workers. Small
employers, in particular, are potentially
the most likely to stop offering insurance,
because their workers tend to have lower
incomes than those of large employers
and they are exempt from the ACA’s
employer responsibility requirements.
Since the ACA was first proposed,
some policymakers have worried the
subsidies available in the nongroup
market would encourage employers to
stop offering ESI. However, research
shows most employers responded to
the ACA by increasing the rates at which

they offer insurance to their employees,
and total ESI coverage increased in the
years following implementation of the
marketplace in 2014.11 Our analysis of the
ARPA’s expanded marketplace subsidy
schedule is consistent with the latest
research on employers, and we estimate
very few employers currently offering
insurance to their workers would find it
advantageous to stop offering coverage.
This partially owes to the substantial value
of the ESI subsidy under the current tax
structure and employee preferences for
broad provider networks.12
Comparing Our Estimates
with CBO’s Estimates
Our estimates of the ARPA’s coverage
effects in 2022 are not directly comparable
with such estimates from the CBO
because our estimates rely on different
assumptions. We aim to estimate the
maximum potential impact of the ARPA’s
enhanced marketplace subsidies to set
the stage for policymakers’ next steps.
We modeled our results as if the ARPA’s
changes to marketplace subsidies were
permanent and consumers, employers,
and insurers have fully adjusted their
behavior in response.
Adhering to its mandate, on the other
hand, the CBO estimated the ARPA’s
health care provisions as written. 13
Interpreting the provisions as temporary,
the CBO likely estimates the effects of the
ARPA’s enhanced marketplace subsidies
to be substantially lessened by several
factors such as enrollees’ confusion or
lack of awareness of the new subsidies,
possible difficulties enrolling, inertia,
and other barriers. The CBO stated
employers would be less likely to change
their decisions to offer coverage to their
employees if the enhanced subsidies
were temporary. In addition, the CBO
may consider that limiting the enhanced
subsidies to two years could mean
insurers are less likely to newly enter or
expand their participation in a market,
adjust their estimates of their enrollees’
average health risk, or develop plans
to attract newly eligible enrollees in
response to the new law.
The CBO estimated that, as written, the
ARPA’s temporary enhanced marketplace

subsidy schedule would reduce the
number of uninsured people by 1.3 million
in 2022, compared to our estimate of 4.2
fewer million uninsured people from a
permanent change. The CBO also finds
increased marketplace enrollment of 1.7
million people in 2022, much less than
our estimate of 5.1 million people with
new subsidized marketplace coverage.
Regarding ESI, the CBO estimates that
100,000 people with ESI would switch
to the marketplace because of new
subsidies, while we estimate 475,000
people with ESI would switch to other
sources of coverage, with 335,000 people
moving to the subsidized marketplace.
As noted, the CBO does not believe
employers would change coverage
decisions given the ARPA’s temporary
nature. We estimate that employers
would be unlikely to change coverage
decisions whether the ARPA’s enhanced
marketplace subsidies were temporary or
permanent, but that employees who face
high ESI premium contributions and are
offered generous marketplace subsidies
would change coverage if the policies
were permanent.
Lastly, the CBO estimates the ARPA’s
enhanced marketplace subsidies would
increase federal outlays and reduce
revenues, increasing the deficit by
$21.9 billion in 2022. We estimate net
federal spending to increase by $17.6
billion in 2022 under our assumption of
a permanent change in law. One likely
reason for the difference in costs is that,
under our assumptions, we estimate
nongroup premiums would fall by 15
percent.

Data and Methods Appendix
We produced our estimates using
HIPSM. HIPSM is based on two years of
the American Community Survey, which
provides a representative sample of
families large enough for us to produce
estimates for individual states and smaller
regions, such as cities. The model is
designed to incorporate timely, real-world
data to the extent they are available.
In particular, we regularly update the
model to reflect published Medicaid and
marketplace enrollment and costs in each
state. Our earlier work provides detailed
information on the model’s design.14
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The pre-pandemic version of HIPSM
was calibrated to state-specific targets
for marketplace enrollment following
the 2020 open enrollment period, 2020
marketplace premiums, and late 2019
Medicaid enrollment from the Centers
for Medicare & Medicaid Services
monthly enrollment snapshots. 15 Aging
our projections to 2022 involved several
steps. First, we aged the 2020 population
to 2022 using projections from the Urban
Institute’s Mapping America’s Futures
program. We then inflated incomes
and health costs to 2022. Because the
pandemic has reduced use of expensive
care, we assume costs for private
nongroup health insurance and Medicaid
are flat in 2021 but return to default
inflation assumptions in 2022.16,17 Under
our default assumptions, we estimate
Medicaid will grow at five percent per
year, and out-of-pocket spending and
uncompensated care will grow at three
percent per year.
Given uncertain economic conditions in
2020, we use a 2022 baseline, a year
when conditions should be more stable.
We thereby assume, consistent with
CBO projections, 18 that the economy
will have partly recovered from the
pandemic by then. We assume the
characteristics of people who remain

unemployed at that time are largely
consistent with the distribution identified
in U.S. Department of Labor data from
August 2020, which showed high-wage
jobs had recovered to a much greater
extent than low‑wage jobs. Our 2022
baseline preceded the enactment of the
ARPA. We compare this baseline with
an alternative policy that makes the
ARPA’s enhanced premium tax credits
permanent.
HIPSM accounts for relevant state
regulations, such as banning short-term,
limited-duration plans. 19 Our estimates
account for the federal individual mandate
penalties being set to $0 beginning in
plan year 2019, as well as the fact that
California, the District of Columbia,
Massachusetts, and New Jersey have
their own individual mandate penalties.
We treat Missouri and Oklahoma, where
the ACA Medicaid expansion has been
approved by ballot initiative but not yet
implemented, as Medicaid nonexpansion
states. We do this because the political
environments surrounding expansion,
even once ballot initiatives are passed,
remain uncertain, and the timing and
implementation of these expansions are
therefore still unknown.

For this analysis, we assume the
Medicaid enhanced Federal Medical
Assistance Percentage (FMAP) and
maintenance-of-effort provisions in the
Families First Coronavirus Response
Act would have expired before 2022.
However, in a letter to governors sent in
late January 2021, the acting secretary
of the U.S. Department of Health and
Human Services indicated the public
health emergency declaration will be
extended through calendar year 2021.20
This means the maintenance-of-effort
requirement, which prohibits states from
disenrolling Medicaid enrollees unless
they request it, is expected to last through
January 2022. After that, the increased
Medicaid enrollment from prohibiting
disenrollment will start to phase out,
as states resume normal eligibility
determinations and process the backlog
from the maintenance-of-effort provision.
How fast this will happen is uncertain, so
Medicaid enrollment may be higher in
early 2022 than our estimates indicate.
Also, the enhanced FMAP is expected
to be available through March 2022.
Thus, the federal government will pay a
higher share of Medicaid costs in the first
quarter of 2022 than we indicate.
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