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The Urban Instituteôs Health Microsimulation Capabilities 

 The Health Insurance Policy Simulation Model (HIPSM) is a detailed microsimulation model of the health care    
system. It estimates the cost and coverage effects of proposed health care policy options. HIPSM is designed for 
quick-turn around analysis of policy proposals. It can be rapidly adapted to analyze a wide variety of new  

 scenariosðfrom novel health insurance offerings and strategies for increasing affordability to state-specific  
 proposalsðand can describe the effects of  policy options at a number of points in time. 

 
HIPSM was developed by researchers in the Health Policy Center and Urban-Brookings Tax Policy Center at the 
Urban Institute, a nonprofit, nonpartisan research organization.  Funders of HIPSMôs development include the 
Stoneman Family Foundation, the Robert Wood Johnson Foundation, the Kaiser Family Foundation, and the Urban 
Institute. The Health Policy Center has a long history of health insurance simulation work, including extensive  
experience working with state and national policymakers to examine the impact, costs, and financing of alternative 
strategies to cover the uninsured. The HIPSM research team is unmatched in depth and breadth, and includes  
innovative researchers, economists, mathematicians, and other experienced policy experts. 
 
Our most notable early work in health reform simulation, using a predecessor to the HIPSM model, provided a 
roadmap for the design of the landmark 2006 health care reform legislation in Massachusetts. That research  
garnered the prestigious Health Services Research Impact Award in 2007. More recently, the new HIPSM model 
has been used to analyze reform options in New York and national reform options proposed in Congress. These 
analyses have been disseminated in published research reports, policy briefs designed for policy-makers in  
Congress, the media, and stakeholders. The model was also used for providing technical assistance to officials of 
the Obama administration. Currently, we are using HIPSM to simulate the distributional effects at the national level 
of the Patient Protection and Affordable Care Act of 2010. 

An Overview of HIPSM  

To evaluate how the health care system would be 
affected by policy changes, HIPSM simulates the  
decisions of employers, families, and individuals to 
offer and enroll in health insurance coverage (a  
description of the construction of the model can be 
found in Garrett et al. ñThe Coverage and Cost  
Impacts of Expanding Medicaid.ò Washington DC: 
The Kaiser Commission on Medicaid and the  
Uninsured, May 2009). The model is designed to 
show the impact of policy on government and private 
health care spending, uncompensated care costs, 
health insurance premiums in employer and non-
group health insurance risk pools, rates of employer 
offers of coverage, and health insurance coverage. 
The model uses data from several national data sets. 
It relies primarily on the Current Population Survey 
(CPS) Annual Social and Economic Supplement, but 
data from several other surveys are matched to the 
CPS. The model includes a detailed simulation of 
Medicaid eligibility and enrollment, including eligibility 
rules for each state and an adjustment for the  
undercount of Medicaid on the CPS. 
 

To calculate the impacts of reform options, HIPSM uses 
a flexible new simulation approach based on the relative 

desirability of the health insurance options available to 
each individual and family under reform. The approach 
(known as a ñutility-based frameworkò) allows new  
coverage options to be assessed without simply  
extrapolating from historical data, as in previous models. 
Within HIPSM, health insurance decisions made by  
individuals, families, and employers are calibrated to 
findings in the best empirical economics literature.  
Additional details can be found in the Methodology  
Documentation.  
 

What Policies Can HIPSM Simulate?  

The modelôs capabilities are broad, and include but are 
not limited to the following policies. 
 

The consequences over time of maintaining the  
status quo in the health care system; 

Medicaid/SCHIP eligibility expansions, with different 
eligibility rules for children, parents, and non-parents; 

New public coverage options; 

http://www.urban.org/UploadedPDF/412471-Health-Insurance-Policy-Simulation-Model-Methodology-Documentation.pdf
http://www.urban.org/UploadedPDF/412471-Health-Insurance-Policy-Simulation-Model-Methodology-Documentation.pdf
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Health insurance exchanges, with specified  
premium rating rules (e.g. age-rating) and  
alternative benefit packages; 

Other health insurance market reforms, including 
changes in premium rating rules and rules of  
issue; 

Income-related premium and/or cost-sharing  
subsidies for the non-group market, group  
market, and/or a new exchange; 

Plan choice between comprehensive and high-
deductible plans, public plan options, and  
capability to model plans with differing levels of 
actuarial value; 

Individual mandates, pay-or-play employer  
mandates, and employer assessments (e.g., by 
employee wage); 

Tax credits for employer premium contributions; 

Single payer systems; 

Reinsurance for high cost cases; 

Choice of year in which reforms are to be applied, 
with adjustments made to population  
characteristics and dollar amounts based on 
specified demographic, economic, and health 
care cost trends. 

 

HIPSM Output  

For each modeled policy and year, HIPSM produces 
results on the following: 
 

Impacts on employer and individual coverage 
within and outside of exchanges, public coverage, 
and number of uninsured; 

Changes in coverage by age and income group; 

Characteristics of those who remain uninsured 
(e.g., by undocumented and health status); 

Medicaid participation rates among newly and 
already eligible persons; 

Changes in premiums for employer and individual 
coverage; 

Premiums net of subsidies for subsidy-eligible 
individuals; 

Changes in health care costs for government, 
employers, and individuals; 

Changes in uncompensated care costs. 

 

HIPSM Can Do State Level Analyses  

In addition to national level estimates, HIPSM can 
generate reliable state-level estimates of each of  
these reform options. A detailed state-level analysis 
requires a state-specific baseline dataset that  
accurately represents a stateôs current coverage  

distribution and population characteristics. This  
requires more individual observations for a state than 
are available on one year of the CPS. The HIPSM 
team has developed procedures for pooling multiple 
years of data and/or data from the same region,  
reweighting the data to have the population  
characteristics of the study state, and aging the data 
to the present year to produce state-specific baseline 
files to meet the required specifications. We have 
successfully completed analyses for both New York 
and Colorado using this approach. 

 

HIPSM Briefs and Reports, 2009 ï 2011 

Why Employers Will Continue to Provide Health  
Insurance: The Impact of the Affordable Care Act 

 

Linda Blumberg, Matthew  
Buettgens, Judy Feder and 
John Holahan. October 2011. 
The Urban Institute, funded by 
The Robert Wood Johnson  
Foundation. View Brief Here 
 
Summary: The Congressional 
Budget Office, the Rand  
Corporation, and the Urban  
Institute have estimated that the  

Affordable Care Act (ACA) will leave employer-
sponsored coverage largely intact; in contrast, some 
economists and benefit consultants argue that the 
ACA encourages employers to drop coverage  
thereby making both their workers and their firms 
better off (a ñwinïwin" situation). This brief's analysis 
shows that no such "winïwin" situation exists and 
that employer-sponsored insurance will remain most 
workers' primary source of coverage. Analysis of 
three issues-the terms of the ACA, worker  
characteristics, and the fundamental economics of 
competitive markets-supports this conclusion. 

 
Using the Basic Health Program to Make Coverage 
More Affordable to Low-Income Households: A 
Promising Approach for Many States 

 

Stan Dorn, Matthew Buettgens, 
and Caitlin Carroll. September 
2011. The Urban Institute,  
funded by the Association for 
Community Affiliated Plans. 
View Report Here 

 
Summary: We estimate national 
and state effects of  
implementing the Basic Health 

Program option in national health reform to provide 
near-poor adults with coverage like Medicaid and the 
Children's Health Insurance Program. Implemented 

http://www.urban.org/health_policy/url.cfm?ID=412428
http://www.urban.org/health_policy/url.cfm?ID=412412
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nationally, such a policy would reduce these adults' 
annual premium and out-of-pocket costs from $1,652 
to $196; lower the number of uninsured by 600,000; 
provide federal dollars that exceed baseline  
Medicaid/CHIP costs by 23 percent; reduce  
exchange enrollment from 9.8 to 8.2 percent of non-
elderly residents; save states $1.3 billion annually in 
Medicaid costs; and raise risk levels in individual 
markets. State policy choices could change these 
results. 

 

ACA and State Governments: Consider  Savings as 
Well as Costs 

 
Matthew Buettgens, Stan Dorn, 
and Caitlin Carroll, July, 2011. 
The Urban Institute, funded by 
The Robert Wood Johnson 
Foundation. View Report Here 
 
Summary: This report finds that 
state governments are likely to 
spend $92-129 billion less from 
2014 to 2019 with  
implementation of the Affordable 

Care Act, thanks to provisions reducing the 
|uninsured population and increasing federal support 
for health care previously financed by states. The 
authors find that, overall, the federal government 
would spend $704 to $743 billion more under reform 
from 2014 to 2019. Even after 2019, when the  
federal government's share of Medicaid costs  
declines to its permanent level, states will still come 
out ahead, realizing net savings in 2020 alone of $12 
to $19 billion. 
 

The Effects of Health Reform on Small Businesses 
and Their Workers 

 
Stacey McMorrow, Linda J.  
Blumberg, and Matthew  
Buettgens. June 2011. The  
Urban Institute, funded by The 
Robert Wood Johnson  
Foundation. View Report Here  
 
Summary: This brief  
consolidates the results of  
several UI studies addressing 

the effects of the Affordable Care Act (ACA) on small 
firms.  We find generally positive effects of the ACA 
on small employers and their workers. Employers 
with fewer than 50 workers will experience  
substantial savings on health costs; employers with 
50 to 100 workers will see a very small cost  
increase. The smallest firms are expected to have 
higher offer rates, resulting in a small increase in  
employer coverage.  Small firm workers and their 

families will reap substantial benefits from the  
Medicaid expansion and subsidies to low-income 
families.  
 
House Republican Budget Plan: State-by-State  
Impact of Changes in Medicaid  Financing 

 

John Holahan, Matthew  
Buettgens, Vicki Chen, Caitlin 
Carroll, and Emily Lawton. May 
2011. The Urban Institute,  
funded by The Kaiser  
Commission on Medicaid and 
the Uninsured. View Report 
Here 
 
Summary: The House  
Republican Budget Plan would 

make major changes to the structure of the Medicaid 
program.  In this brief we estimate reductions in  
federal Medicaid spending due to both the repeal of 
the Affordable Care Act on Medicaid and the block 
grant provisions themselves.  We find that the House 
Budget Plan would reduce federal spending by $1.4 
billion between 2012 and 2021, a cut of 34 percent 
relative to current law.  The impacts are greatest in 
states that would have the largest coverage  
expansions due to the Affordable Care Act.  We also 
estimate the loss of Medicaid coverage that would be 
likely under different assumptions of states' success 
in constraining spending.  Finally we estimate the 
increase in state expenditures that would be  
necessary to maintain their current programs even 
assuming some cost containment success. 

 

Who Will Be Uninsured After Health Insurance  

Reform? 
 

Matthew Buettgens and Mark 
Hall. March 2011. The Urban 
Institute, funded by The Robert 
Wood Johnson Foundation.  
View Report Here 
 
Summary: National health  
reform will expand insurance  
coverage by about 30 million 
people, reducing the number of 
uninsured by more than half. In 

this report, the authors analyze the likely  
composition, state by state, of those who will remain  
uninsured. Of the nonelderly adults uninsured under 
national health reform, 37% would be eligible for 
Medicaid but not enrolled and 25% would be  
undocumented immigrants. Sixteen percent would be 
exempt from the individual mandate because they 
had no affordable insurance option. The authors find 
significant state and regional variation in the  
characteristics of the uninsured. 

http://www.urban.org/health_policy/url.cfm?ID=412361
http://www.urban.org/health_policy/url.cfm?ID=412349
http://www.kff.org/medicaid/8185.cfm
http://www.kff.org/medicaid/8185.cfm
http://www.urban.org/health_policy/url.cfm?ID=1001520
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Health Reform Across the States: Increased  
Insurance Coverage and Federal Spending on the 
Exchanges and Medicaid  

 

Matthew Buettgens, John 
Holahan, and Caitlin Carroll. 
March 2011. The Urban  
Institute, funded by The Robert 
Wood Johnson Foundation.  
View Report Here  
 
Summary: In this report, the  
authors use the Instituteôs 
Health Insurance Policy  

Simulation Model (HIPSM) to predict results as if 
ACA were fully implemented in 2011 and contrast the 
results with the pre-reform baseline estimates for the 
year.  They find that uninsurance rates among the 
nonelderly would decrease in all 50 states and in 
Washington, D.C., ranging from 1 percentage point 
in Massachusetts to 17 percentage points in  
Texas.  There would be $82.3 billion in new federal 
Medicaid and exchange subsidies flowing to the 
states, led by California ($9.5 billion), Texas ($8.2 
billion) and Florida ($6.7 billion). 

 
Employer-Sponsored Insurance under Health  
Reform: Reports of Its Demise Are Premature 
 

Bowen Garrett and Matthew 
Buettgens. January 2011. The 
Urban Institute, funded by The 
Robert Wood Johnson  
Foundation. View Report Here  
 
Summary: Some have argued 
that the Patient Protection and 
Affordable Care Act would 
erode employer-sponsored  
insurance (ESI) by providing 

incentives for employers to stop offering coverage. 
Others have claimed that most businesses would 
face increased costs as a result of reform. A new 
study finds that overall ESI coverage under the ACA 
would not differ significantly from what coverage 
would be without reform. The average employer  
contribution per person covered by ESI would  
decrease by nearly 8 percent for small firms and 
would decrease slightly for larger firms. Total  
employer health care spending would be 0.6 percent 
lower under the ACA. 

 
Why the Individual Mandate Matters  
 

Matthew Buettgens, Bowen Garrett, and John  
Holahan. December 2010. The Urban  
Institute, funded by The Robert Wood Johnson  
Foundation. View Report Here  
 

Summary: With conflicting  
rulings about the constitutionality 
of the individual mandate in the 
Affordable Care Act (ACA), we 
are left to wonder: what would the 
ACA look like if its individual 
mandate was dropped? A new 
report using the Urban Instituteôs 
Health Insurance Policy  
Simulation Model (HIPSM) shows 
that the number of uninsured 

would be cut by more than half with the mandate, but 
by only about 20 percent without the mandate.  
Uncompensated care would decline by $42.4 billion 
under the ACA, but only by $14.7 billion under reform 
without a mandate because of the large number of  
people remaining uninsured. 

 
America under the Affordable Care Act  

 

Matthew Buettgens, Bowen  
Garrett, and John Holahan.  
December 2010. The Urban  
Institute, funded by The Robert 
Wood Johnson Foundation. 
View Report Here 
 
Summary: Using the Urban  
Instituteôs Health Insurance  
Policy Simulation Model 

(HIPSM), the authors estimate how the Affordable 
Care Act would affect health insurance coverage and 
spending on acute care for the non-elderly. They find 
that, for example, under the ACA, the number of non-
elderly adults without health insurance would decline 
by 27.8 million, the cost of uncompensated care  
provided to the uninsured would drop by 61 percent, 
the Medicaid expansion would enroll 16.8 million 
more people, and 43.8 million would be covered 
through health insurance exchanges (both non-group 
and SHOP). 

 
Net Effects of the Affordable Care Act on State 
Budgets  

 

Stan Dorn and Matthew  
Buettgens. December 2010. 
The Urban Institute, First Focus 
policy brief. View Brief Here 
 
Summary: The Affordable Care 
Act will affect state budgets in 
many ways. State Medicaid 
spending on low-income adults 
will increase between $21.1  

billion and $43.2 billion during 2014-2019. But during 
this same period, the ACA will save states and  
localities between $83.8 billion and $153.0 billion by    

http://www.urban.org/health_policy/url.cfm?ID=412310
http://www.urban.org/health_policy/url.cfm?ID=412295
http://www.urban.org/health_policy/url.cfm?ID=412280
http://www.urban.org/health_policy/url.cfm?ID=412267
http://www.firstfocus.net/sites/default/files/StateCost_Dorn_0.pdf

