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Repealing the Individual Health Insurance Mandate:
An Updated Estimate

The Affordable Care Act (ACA) includes a provision,
generally called the individual mandate, that requires
most U.S. citizens and noncitizens who lawfully reside in
the country to have health insurance meeting specified
standards and that imposes penalties on those with-
out an exemption who do not comply. In response to
interest from Members of Congress, the Congressional
Budget Office and the staff of the Joint Committee

on Taxation (JCT) have updated their estimate of the
effects of repealing that mandate. As part of repealing
the mandate, the policy analyzed would eliminate the
penalty that people who have no health insurance and
who are not exempt from the mandate must pay under
current law.

The analysis underlying this estimate incorporates revised
projections—of enrollment in health insurance, premi-
ums, and other factors—made as part of the usual pro-
cess CBO follows to update its baseline projections. This
report updates a budget option published in December
2016 and is not based on specific legislative language.'

The Results of CBO and JCT’s Analysis

CBO and JCT estimate that repealing that mandate
starting in 2019—and making no other changes to cur-
rent law—would have the following effects:

B Federal budget deficits would be reduced by about
$338 billion between 2018 and 2027 (see Table 1).

® The number of people with health insurance would
decrease by 4 million in 2019 and 13 million in 2027
(see Table 2).

1. See Congressional Budget Office, Options for Reducing the
Deficit: 2017 to 2026 (December 2016), www.cbo.gov/
publication/52142.

® Nongroup insurance markets would continue to be
stable in almost all areas of the country throughout
the coming decade.

B Average premiums in the nongroup market would
increase by about 10 percent in most years of the
decade (with no changes in the ages of people
purchasing insurance accounted for) relative to
CBO’s baseline projections.

Those effects would occur mainly because healthier peo-
ple would be less likely to obtain insurance and because,
especially in the nongroup market, the resulting increases
in premiums would cause more people to not purchase
insurance.

If the individual mandate penalty was eliminated but
the mandate itself was not repealed, the results would be
very similar to those presented in this report. In CBO
and JCT’s estimation, with no penalty at all, only a small
number of people who enroll in insurance because of
the mandate under current law would continue to do so
solely because of a willingness to comply with the law. If
eliminating the mandate was accompanied by changes to
tax rates or premium tax credits or by other significant
changes, then the policy analyzed here would interact
with those changes and have different effects.

For this analysis, CBO and JCT have measured the
budgetary effects relative to CBO’s summer 2017 base-
line, which underlies the Concurrent Resolution on the
Budget for Fiscal Year 2018.2 In that baseline, the ACA’s
other provisions, including premium tax credits and

2. See Congressional Budget Office, An Update to the Budget and
Economic Outlook: 2017 to 2027 (June 2017), www.cbo.gov/
publication/52801. For additional information about the baseline
presented in that report, see Federal Subsidies for Health Insurance
Coverage for People Under Age 65: 2017 to 2027 (September
2017), www.cbo.gov/publication/53091.
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Table 1.
Estimate of the Net Budgetary Effects of Repealing the Individual Mandate
Billions of Dollars, by Fiscal Year
Total,
2018~
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2027
Change in Subsidies for Coverage
Through Marketplaces and Related
Spending and Revenues®® 0 -4 -9 -19 -23 -24 -25 -26 -27 -28 -185
Medicaid 0 -5 9 -16 -20 -22 -24 -26 -28 229 179
Change in Small-Employer Tax Credits™* 0 * * * * * * * * * *
Change in Penalty Payments by
Employers* 0 0 0 * * * * * * * 1
Change in Penalty Payments by
Uninsured People 0 * 5 5 5 5 5 6 6 6 43
Medicare’ 0 1 2 4 5 5 5 6 7 7 44
Other Effects on Revenues and Outlays® (_) _* _2 _6 _8 _8 _9 _9 1_0 1_0 ﬁ
Total Effect on the Deficit 0 -8 -13 -33 -40 -44 -47 -49 -51 -54  -338
Memorandum:
Total Change in Direct Spending 0 -7 -14 -30 -36 -40 -42 -44 -46 -49 -307
Total Change in Revenues' 0 1 -2 3 4 4 5 5 6 6 31

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.

Estimates are based on CBO’s summer 2017 baseline.

Changes in budget authority would equal the changes in outlays shown.

Except as noted, positive numbers indicate an increase in the deficit, and negative numbers indicate a decrease in the deficit.

Numbers may not add up to totals because of rounding.
* = between -$500 million and $500 million.

a. “Related spending and revenues” includes spending for the Basic Health Program and net spending and revenues for risk adjustment.

b. Includes effects on both outlays and revenues.

c. Effects on the deficit include the associated effects that changes in taxable compensation would have on revenues.

d. Effects arise mostly from changes in payments to hospitals that treat a disproportionate share of uninsured or low-income patients.

e. Consists mainly of the effects that changes in taxable compensation would have on revenues.

f. Positive numbers indicate an increase in revenues; negative numbers indicate a decrease in revenues.
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Table 2.

Effects of Repealing the Individual Mandate on Health Insurance Coverage for People Under Age 65

Millions of People, by Calendar Year

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Change in Coverage Under the Policy
Medicaid® 0 -1 -2 -4 -4 -4 -4 -5 -5 -5
Nongroup coverage, including marketplaces 0 -3 -4 -5 -5 -5 -5 -5 -5 -5
Employment-based coverage 0 * -1 -2 -2 -3 -3 -3 -2 -2
Other coverage® 0 * * * * * * * * *
Uninsured 0 4 7 12 12 12 12 13 13 13

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.

Estimates are based on CBO’s summer 2017 baseline. They reflect average enroliment over the course of a year among noninstitutionalized civilian
residents of the 50 states and the District of Columbia who are under age 65, and they include spouses and dependents covered under family policies.

For these estimates, CBO and the staff of the Joint Committee on Taxation consider individuals to be uninsured if they would not be enrolled in a policy

that provides financial protection from major medical risks.
Numbers may not add up to totals because of rounding.
* = between -500,000 and zero.

a. Includes noninstitutionalized enrollees with full Medicaid benefits.

b. Includes coverage under the Basic Health Program, which allows states to establish a coverage program primarily for people whose income is
between 138 percent and 200 percent of the federal poverty level. To subsidize that coverage, the federal government provides states with funding
that is equal to 95 percent of the subsidies for which those people would otherwise have been eligible.

cost-sharing reduction (CSR) subsidies in the market-
places that the legislation established, are assumed to
remain in place.’?

In the budget option presented last year, CBO and JCT
examined the same policy starting a year earlier and
relative to CBO’s March 2016 baseline: They estimated
that the policy would reduce federal budget deficits by
$416 billion between 2018 and 2026 and increase the
number of uninsured people by 16 million in 2026.

3. After consultation with the Budget Committees, CBO has not
changed its baseline to reflect the Administration’s announcement
on October 12, 2017, that it would stop making payments for
CSRs. The Balanced Budget and Emergency Deficit Control Act
of 1985, which specifies construction of the baseline, requires
that CBO assume full funding of entitlement authority. CBO has
long viewed the cost-sharing subsidies as a form of entitlement
authority—that is, legal authority for federal agencies to incur
obligations and to make payments out of the Treasury for
specified purposes. On that basis, in the agencies’ initial cost
estimate for the ACA and in all subsequent baseline projections,
they have recorded the CSR payments as direct spending (that
is, spending that does not require appropriation action). For a
related discussion, see Congressional Budget Office, 7he Effects of
Terminating Payments for Cost-Sharing Reductions (August 2017),
www.cbo.gov/publication/53009.

The differences between the budgetary effects shown here
and those estimated in December 2016 stem from sev-
eral sources. The current estimate relies on updated base-
line projections related to the federal costs of subsidizing
health insurance. This estimate also incorporates CBO
and JCT’s expectation that individuals’ and employers’
full reaction to the elimination of the individual mandate
would phase in more slowly than the agencies previously
projected. (The agencies have incorporated that expecta-
tion in all estimates for legislative proposals related to the
mandate that they have prepared after the 2017 budget
reconciliation process ended in September.) And this
estimate includes an interaction with Medicare, whose
“disproportionate share hospital” payments to facilities

that serve a higher percentage of uninsured patients
would be affected.*

In addition to updates to the baseline, which occur on
a regular cycle, CBO and JCT sometimes make major

4. 'That interaction, which would add costs totaling $44 billion
over the 2018-2027 period, was not included in the December
2016 estimate because, as is often the case with budget options,
it followed a simplified method. However, during 2017, the
interaction with Medicare has been included in estimates of the
effects of major changes to policies affecting health insurance.
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methodological changes to improve their estimates.
Accordingly, the agencies have undertaken consider-
able work to revise their methods to estimate the effects
of repealing the individual mandate. CBO’s Panel of
Health Advisers and experts at the American Enterprise
Institute, the Office of the Actuary in the Centers for
Medicare & Medicaid Services, the RAND Corporation,
and the Urban Institute, along with other sources, have
provided valuable information during that process.’
However, the evidence available to inform CBO and
JCT’s work on that issue is limited. Because that work
is not complete and significant changes to the individ-
ual mandate are being considered as part of the budget
reconciliation process, the agencies are publishing this
update now without incorporating major changes to
their analytical methods.

However, the preliminary results of analysis using revised
methods indicates that the estimated effects on the
budget and health insurance coverage would probably

be smaller than the numbers reported in this document.
The agencies are continuing to work on those methods,
and they expect to complete and publish an estimate
including and explaining the revisions at some point
after the current budget reconciliation process is com-
plete or along with a future update to the baseline.

Uncertainty Surrounding the Estimates

CBO and JCT’s estimates of this policy are inherently
imprecise because the ways in which federal agencies,
states, insurers, employers, individuals, doctors, hospi-
tals, and other affected parties would respond to it are all
difficult to predict. The responses by individuals in the
short term to a policy that would repeal the mandate are
uncertain, for example.

The policy’s nonfinancial effects—changes in people’s
tendency to comply with laws and attitudes about health
insurance and their greater responsiveness to penalties
than to subsidies—amplify its financial effects in CBO
and JCT’s analysis. The amplification from those non-
financial effects is harder to project. In large part because

5. For additional information, see Alexandra Minicozzi, Unit
Chief, Health Insurance Modeling Unit, Congressional Budget
Office, Modeling the Effect of the Individual Mandate on Health
Insurance Coverage (presentation to CBO’s Panel of Health
Advisers, Washington, D.C., September 15, 2017), www.cbo.
gov/publication/53105; and Congressional Budget Office, “Panel
of Health Advisers” (accessed November 7, 2017), www.cbo.gov/
about/processes/panel-health-advisers.

of the difficulty in projecting that amplification, different
organizations’ estimates of the effects of repealing the
mandate have varied. The effects could be smaller than
those presented here: Some organizations have recently
published such smaller estimates that appear to ascribe
lesser effects to nonfinancial factors.® Alternatively, the
nonfinancial effects of the mandate might grow over
time—as the effects of many provisions of the tax code
appear to have done after their implementation and as
could occur if awareness and enforcement of the man-
date changed. Under that circumstance, the effects of
repealing the mandate could be larger over time.

CBO and JCT’s baseline projections are also uncer-
tain, and revisions to them would alter interactions

and change the estimates of the effects of eliminating
the mandate. For example, if there are no payments

for CSRs, premiums in the marketplaces would prob-
ably be higher than projected in the baseline. (The
Administration has halted those payments, but the base-
line projections used in this estimate incorporated the
assumption that they would continue.) Premiums that
are higher than those in the baseline projections would
tend to boost the budgetary savings under this policy by
increasing the estimated per-person savings from people
no longer enrolling in nongroup coverage. As another
example, subsidized enrollment in the marketplaces
might be lower than projected in the baseline, which
would tend to decrease the budgetary savings under this

policy.

Despite the uncertainty, some effects of this policy are
clear: For instance, the federal deficit would be many
billions of dollars lower than under current law, and the
number of uninsured people would be millions higher.

6. Those estimates were for the early years of policies that would
have initially repealed the individual mandate and later made
many other changes. See Office of the Chief Actuary, Centers for
Medicare & Medicaid Services, Estimated Financial Effect of the
American Health Care Act of 2017 (June 2017), https://go.usa.
gov/xnTzU; and Linda Blumberg, Matthew Buettgens, and
John Holahan, Implications of Partial Repeal of the ACA Through
Reconciliation (Urban Institute, December 2016), http://tinyurl.
com/y6vkugs4.
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This report updates CBO and JCT'’s estimate of the effects of a budget option that
CBO published in December 2016. Susan Yeh Beyer, Kate Fritzsche, Jeffrey Kling,
Sarah Masi, Kevin McNellis, Eamon Molloy, Allison Percy, Lisa Ramirez-Branum, and
Robert Stewart prepared the report with guidance from Jessica Banthin, Chad Chirico,
Holly Harvey, and Alexandra Minicozzi and with contributions from Ezra Porter and
the staff of the Joint Committee on Taxation. Theresa Gullo, Mark Hadley, Robert
Sunshine, and David Weaver reviewed the document; John Skeen edited it; and

Casey Labrack prepared it for publication.

An electronic version is available on CBO’s website (www.cbo.gov/publication/53300).
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