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Research Summaries

Early Impacts of the Affordable Care Act

Kosali Simon

My recent research has focused on mea-
suring the ways that the Affordable Care Act
(ACA) affects the delivery of health services,
labor market outcomes, and population health
and well-being. Most of my work relies on

and I compare the time series of outcomes
among the 19- to 25-year-olds with the time
series in a comparison group of young adults
slightly outside that age range and therefore
unaffected by the policy change. This approach

November 2011, leading to large reductions
in the number of uninsured.” [See Figure 1.]
Our estimates suggest that the ACA reduced
by about one third the number of uninsured
among targeted individuals with parental offers

quasi-experimental research designs
that exploit differences in the ways
states have implemented parts of the
ACA, or ways that the law affects | s
different sub-populations.

The ACA is a massive law that
overhauls many parts of the US. -
health economy. The insurance
expansions at the heart of the leg-
islation only occurred in 2014, and
studies of the carly effects of these
changes are only now starting to
emerge. However, other aspects of
the law came into play much ear-
lier, and I have focused on those
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of employer coverage. The high take-up rate
of the newly available coverage may be sur-
prising, given that young adults are a rela-
tively healthy population with other spend-
ing priorities. Anecdotal evidence suggests
that the protective role of parents may have
proved key to accounting for the impact of
this particular provision.

Aside from takeup, a pressing ques-
tion in health insurance expansion has
been the extent to which pre-existing
forms of insurance are crowded out. We
find that the increase in parental cover-
age drew almost equally from among
the uninsured and the otherwise-insured

changes. In particular, my coau-
thors and I have examined the 2010
young-adult provision that requires private
insurers to allow dependents to remain on their
parents’ policies until the age of 26 and have
several interesting findings.

First, the effect of the law on young
adults’ insurance coverage was quite dramatic.
Almost immediately, this provision increased
parental employer coverage of young adults
by more than 40 percent — slightly more than
2 million young adults. This expansion also
altered health care utilization, increasing young
adults’ use of inpatient health care and slightly
reducing emergency room use. So far, the
young-adult expansion does not appear to have
substantially affected labor market outcomes.!

My work on the young-adult expansion
exploits a quasi-experimental research design.
The key idea is that even though this provision
was implemented nationally, it only affected
19- to 25-year-olds. To help control for time
trends and other sources of bias, my colleagues

Figure 1

rests on the assumption that, absent the policy
change, the younger and older adults would
have followed similar time trends in outcomes.
For most outcomes, the assumption appears
plausible based on pre-policy trends tests, and
the age-based difference-in-difference compari-
son is now the standard approach in a sizable
literature on the ACA young-adult provision.

Take Up and Crowd Out

In a series of papers with Yaa Akosa
Antwi, Aaron Carroll, Bradley Heim, Ithai
Lurie, Jie Ma, Asako S. Moriya, and Benjamin
D. Sommers, I examine the impacts of the
young-adult mandate using both survey and
administrative data. In our first paper, we use
household survey data to show that the provi-
sion proved popular, with parental employer-
sponsored insurance among young adults ris-
ing quite dramatically from March 2010 to

populations. Prior research shows that
substitution between different forms of
coverage was present during the Children’s
Health Insurance Program (CHIP) expan-
sion. In the CHIP case, however, concern
focused on whether public coverage dis-
placed private coverage, whereas in the case
of the young-adults reform associated with
ACA, private parental coverage mostly dis-
placed other sources of private coverage.

Health Care Utilization

Even though young adults are not fre-
quent users of health care generally, they are
at greater risk than the general population of
needing certain types of care, such as men-
tal health care. We examine the effects of the
young-adult expansion on use of care, using
administrative hospital claims data,and find
that use of inpatient hospital care increased
3.5 percent among young adults, with care
for mental health-related illnesses rising 9.0
percent and emergency room (ER) use falling
slightly. 4 The reduction in ER use occurred
mainly for weekday admissions, suggesting
that use of ambulatory care increased; unfor-
tunately, while researchers have access to a
great deal of all-payer data on hospital care,
there are no rich sources of data available to
directly study ambulatory or preventive care.

Maternity Care Coverage

Following the insights that young adults
are highly represented in certain patient pop-
ulations, and that some degree of substitu-
tion among types of health insurance occurs
in response to expansion, we examine impacts
of the young-adult provision on use of mater-
nity care. More than a third of all babies in the
US. are born to women age 19 to 26. Although
non-disabled young adults are generally ineli-
gible for Medicaid coverage, pregnancy-related
health insurance through Medicaid is an excep-
tion. Using birth certificate records that doc-
ument source of payment for childbirth, we
find evidence consistent with a reverse crowd-
out effect, by which, following implementation
of the young-adult provision, private insurance
replaced Medicaid to a certain extent.> Figure 2
shows that the percentage of births financed by
private insurance increased following the stag-

MATERNITY COVERAGE AFTER YOUNG-ADULT MANDATE
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Figure 2

gered implementation of the young-adult man-
date, while the percentage of births financed by
Medicaid fell. These patterns are evident for the
affected age group (19- to 25-year-olds), while
no such clear pattern emerges for older mothers
unaffected by the policy (27- to 29-year-olds).

This particular change in source of payment
may be useful to exploit in the future to under-
stand how generosity of insurance type affects
access to providers, as this case represents a sub-
stitution of high-generosity insurance offered
through parents’ employers for low-generosity
insurance (Medicaid).

Labor Market Effects

One of the unintended consequences of
US. reliance on health insurance provided
through employers is its potential to reduce
workers’ job mobility. The young-adult law
provides an opportunity to test the job-lock
hypothesis, using availability of health insur-
ance through another family member. This
method echoes an identification approach
used in the previous literature that found
substantial evidence of job lock in the early
1990s.¢ We used rich administrative tax data
to test the implications of the young-adult
provision on labor market outcomes and
related aspects of young-adult lives.” These
data have several advantages over survey data,
as they contain information on non-resident
parents access to employer benefits which
is not typically available in survey data. We
detect no substantial changes in a large set
of outcomes, including measures of employ-
ment status, job characteristics, and post-
secondary education, even when restricting
attention to young adults whose parents have
access to employer benefits. These findings
may be unsurprising given the relatively good
health of this age group, implying a lack of
salience of health insurance in their employ-
ment choices. In ongoing work with the same
data, we examine the demographic conse-
quences of the law, following prior work in
which my coauthors and I investigated the
relationships between health insurance and
marriage and fertility.® These administrative
data present exciting opportunities for future
research on the 2014 ACA expansions, par-
ticularly because the ACA mandates the col-
lection of additional information on insur-
ance coverage in tax data.

Kosali Simon is a research associate in
the NBER programs on health care, health
economics, and children. A professor in
the School of Public and Environmental
Affairs at Indiana University, Simon is
a health economist, with a background
in labor economics and public finance.
Many of her projects examine the impact
of regulation of health insurance systems
on labor-related activities, as well as on
health care use and health outcomes. In
past research, she has examined state and
national regulations in private health
insurance, Medicaid, and Medicare Part
D. Most of her current research focuses on
the Affordable Care Act.

Simon is active in professional devel-
opment, serving on the governing boards
of the American Society of Health
Economists, the American Economic
Associations Committee on the Status
of Women in Economics, the Robert
Wood Johnson Foundation Health Policy
Scholars Program, and the Association for
Public Policy Analysis & Management. She
is director of the national CeMENT pro-
gram, which provides mentoring for female
assistant professors in economics. She is
also an associate editor of Health Economics
and the Journal of Health Economics, and
sits on the editorial boards of the Journal
of Policy Analysis and Management and the
American Journal of Health Economics.

Simon lived in Asia, Africa, and
Eastern Europe prior to completing
her education in the United States. She
received her B.A.s in economics and in
German at Hamilton College in 1994 and
her Ph.D. in economics at the University of
Maryland, College Park, in 1999. She cur-
rently lives in Bloomington, Indiana, with
her husband and their six young children.

10 NBER Reporter ¢ 2016 Number 1

NBER Reporter « 2016 Number 1 11


http://www.nber.org/people/Kosali_Simon

My most recent rescarch explores
early effects of the 2014 Medicaid
expansion. Using the quasi-natural
experiment created by a 2012 Supreme
Court decision, following which about
half the states opted out of the Medicaid
expansion that would cover adults carn-
ing less than 138 percent of the federal
poverty level, my co-authors and I find
no statistically detectable effects on
labor market outcomes.? While this is
important early evidence, sharper study
designs are needed to focus exclusively
on those who are treated.

Future Directions in
ACA Impact Studies

When the ACA passed in 2010,
there was a great deal of ambiguity
regarding how U.S. health policy would
be redefined by the law. The years since
have witnessed much uncertainty about
the law’s implementation. However,
aside from the 2012 Supreme Court
decision weakening the Medicaid
expansion, the main ACA provisions
took effect largely as planned. Taken
as a package, the ACA has made vast
changes to the regulation and financ-
ing of the health care sector, providing
researchers with openings to explore
many questions in health economics.
In light of the prominent position of
health reform in current public affairs,
these opportunities for research will
also produce evidence that informs
the ongoing and deeply salient debates
about the appropriate design of U.S.
health care policy.
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The Structure of the International Monetary System

Pierre-Olivier Gourinchas

Anyone looking at recent financial
headlines could be forgiven for think-
ing that the international monetary sys-
tem is under heavy strains. The People’s
Bank of China faces severe private capi-
tal outflows, a result of the yuan’s appre-
ciation in tandem with the U.S. dollar
and the slowing of the Chinese economy.
The Bank of Japan is battling persistent
deflation by trying to depreciate the yen.
The European Central Bank has clearly
telegraphed that it would welcome fur-
ther depreciation of the ecuro. In the
United States, notwithstanding a modest
“lift-oft” in December 2015, the Federal
Reserve is confronted with a global slow-
down and a rising dollar. Policy discus-
sions explicitly mention the possibility
of negative rates in the future. Talk of
“currency wars” abounds.

To understand the current environ-
ment, it is helpful to step back and con-
sider the international monetary system
circa 1960, during the Bretton Woods era.

The International Monetary
System then...

Back in those days, the international
monetary system was relatively simple.
Market economies pegged their curren-
cies to the US. dollar. In turn, the United
States maintained the value of its dol-
lar at $35 per ounce of gold. With the
assistance of the International Monetary
Fund, countries could obtain liquidity to
deal with “temporary” imbalances, but
it was incumbent upon them to imple-
ment a fiscal and monetary policy mix
that would be consistent with a stable dol-
lar parity or, infrequently, to request an
adjustment in their exchange rate.

The United States faced no such con-
straint. The requirement to maintain the
$35 an ounce parity had only minimal
bite on U.S. monetary authorities, as long
as foreign central banks were willing, or

could be convinced, to support the dollar.
By design then, the system was asymmet-
ric and dependent on the US., a situation
that reflected the country’s economic and
political strengths in the immediate after-
math of World War II.1

Not everyone was happy about this
state of affairs. Some objected to the spe-
cial role of the dollar. In 1965, France
famously requested the conversion of its
dollar reserves into gold, while its min-
ister of finance complained loudly about
the United States’ “exorbitant privilege.””
The Bretton Woods regime allowed the
US. to acquire valuable foreign assets,
so the argument went, because the dol-
lar reserves required to maintain the dol-
lar parity of foreign countries amounted
to automatic low-interest, dollar-denom-
inated loans to the U.S.3

Others worried about the long-term
sustainability of the system. As the world
economy grew rapidly in the 1950s and
1960s, so did the global demand for
liquidity and the stock of dollar assets
held abroad. With unchanged global
gold supplies, something had to give.
This is the celebrated “Triffin dilemma.”*
In 1968, Triffin’s predictions came to
pass: faced with a run on gold reserves,
the U.S. authorities suspended dollar-
gold convertibility. Shortly thereafter,
the Bretton Woods system of fixed but
adjustable parities was consigned to the
dustbin of history.

Outside the Zero Lower Bound:
Exorbitant Privilege, Safe
Assets, and Exorbitant Duty

Under the new regime, countries
were free to adjust monetary policy
independently. Mundell’s “Trilemma”
required either that market forces deter-
mine the value of the currency or that
capital controls be imposed.> In prin-
ciple, this environment should be more
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