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INTRODUCTION 

In 2010, Congress passed the Affordable Care Act (ACA), designed to make insurance 
available to all Americans through a range of policies, including establishing subsidized 
coverage options sold on insurance exchanges. Since then, the uninsured rate has fallen 
from 17 percent at the end of 2013 to 11 percent1 in 2016.  
 
However, approximately 32 million individuals remain uninsured, including, as estimated 
by the Kaiser Family Foundation, 13.6 million of which are eligible to purchase coverage 
through insurance exchanges.2 Of those 13.6 million, it is estimated that 7.0 million are 
eligible for premium tax credits to help them afford coverage, which reduced an average 
consumer’s premium by 73 percent in 2016.3  
 
Many of these Americans remaining uninsured are reasonably healthy and elect to forego 
coverage because they perceive that they do not need insurance and will not financially 
benefit from it.4 In some cases, these individuals may be underestimating their risk of an 
unexpected adverse health event, such as an accident or being diagnosed with a disease, 
or may be wrongly assuming that if such a health event occurs they will be able to enroll in 
health coverage upon diagnosis. Such events can result in significant financial costs for 
uninsured patients. 
 
In addition to insulating Americans from unexpected health risks, insurance can also lead 
to significantly better health.5 Health insurance leads to greater and more timely use of 
medical care and is associated with better health outcomes. 
Patients with insurance have access to regular preventive visits 
and primary care for both chronic and acute conditions. More 
broadly, studies have shown preventive care drives down 
healthcare costs, projected to reach into the billions of dollars 
saved in Medicare and Medicaid.6 Further, being uninsured can 
often compound other social determinants that negatively 
impact health, such as poverty.7  
 
Finally, insurance offers the important intangible of “health security” and the peace of mind 
that comes with the knowledge that individuals have regular access to health care and are 
protected against unforeseen events or accidents.8  
 

                                                      
1 Gallup. U.S. Uninsured Rate Remains at Historical Low of 11.0%. July 11, 2016. 

http://www.gallup.com/poll/193556/uninsured-rate-remains-historical-

low.aspx?g_source=Healthcare&g_medium=newsfeed&g_campaign=tiles. 

2 Kaiser Family Foundation. New Estimates of Eligibility for ACA Coverage among the Uninsured. January 22, 2016. 

http://kff.org/health-reform/issue-brief/new-estimates-of-eligibility-for-aca-coverage-among-the-uninsured/.  

3 Assistant Secretary for Planning and Evaluation. April 12, 2016. 

https://aspe.hhs.gov/sites/default/files/pdf/198636/MarketplaceRate.pdf.  

4 Paul D. Jacobs, Noelia Duchovny, and Brandy J. Lipton. Changes In Health Status And Care Use After ACA Expansions 

Among The Insured and Uninsured. Health Affairs July 2016. http://content.healthaffairs.org/content/35/7/1184.full.  

5 The Urban Institute. Why Health Insurance is Important. November 2007. 

http://www.urban.org/sites/default/files/alfresco/publication-pdfs/411569-Why-Health-Insurance-Is-Important.PDF.  

6 Urban Institute Health Policy Center. The Role of Prevention in Bending the Cost Curve. October 2011. 

http://www.urban.org/sites/default/files/alfresco/publication-pdfs/412429-The-Role-of-Prevention-in-Bending-the-Cost-

Curve.PDF.  

7 Institute of Medicine (US) Committee on the Consequences of Uninsurance. Care Without Coverage: Too Little, Too Late. 

National Academies Press (US); 2002. http://www.ncbi.nlm.nih.gov/books/NBK220633/.  

8 Kaiser Family Foundation. How Does Gaining Coverage Affect People’s Lives? Access, Utilization, and Financial Security 

among Newly Insured Adults. June 2015. http://files.kff.org/attachment/issue-brief-how-does-gaining-coverage-affect-

peoples-lives-access-utilization-and-financial-security-among-newly-insured-adults.  

The ACA requires 
all individual and 

small group market 
plans to cover 

“preventive care” 
at no cost sharing 

for enrollees. 

http://www.gallup.com/poll/193556/uninsured-rate-remains-historical-low.aspx?g_source=Healthcare&g_medium=newsfeed&g_campaign=tiles
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https://aspe.hhs.gov/sites/default/files/pdf/198636/MarketplaceRate.pdf
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http://www.urban.org/sites/default/files/alfresco/publication-pdfs/411569-Why-Health-Insurance-Is-Important.PDF
http://www.urban.org/sites/default/files/alfresco/publication-pdfs/412429-The-Role-of-Prevention-in-Bending-the-Cost-Curve.PDF
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This analysis presents a series of case studies demonstrating the value of health insurance 
for protecting individuals from unexpected events that could lead to significant medical 
costs. Avalere identified four familiar but serious health events and describes the costs 
associated with these events. Then, we compared expected spending for these scenarios 
assuming a person has no insurance to various subsidized and non-subsidized coverage 
options available through insurance exchanges. While any one of these health events may 
be rare in a given year, they are not uncommon conditions.  These case studies 
demonstrate, how uninsured individuals place themselves at easily avoidable financial risk 
by foregoing insurance and the readily available subsidies that make coverage more 
affordable. They also forfeit many additional health benefits of insurance, including better 
preventive care and more reliable access to physicians and services. 

SUMMARY OF FINDINGS 

To perform the analysis, Avalere selected four acute events: Diabetes, Broken Leg, Breast 
Cancer, and Stroke and used common benefit designs in four states to determine the out-
of-pocket (OOP) spending with and without insurance. For each condition, Avalere 
compared the costs across six different scenarios, representing a mix of income, family 
size, and age to provide a broad perspective. In all the scenarios, an insured patient, 
regardless of their income level, family size, or age, saw significantly lower OOP spending 
than an uninsured individual.   
 

 

METHODOLOGY 

To perform the analysis, Avalere used a variety of sources to determine high cost acute 
conditions for uninsured patients and then the associated treatment schedule and total 
costs without insurance. Using the Medical Expenditure Panel Survey (MEPS), Avalere 
picked four conditions that are high cost but also likely to apply across age groups and 
socio-economic statuses. Additionally, as part of demonstrating the value of insurance, 
Avalere picked conditions that are well known by the average person. The four selected 
conditions are: Diabetes, Leg Fracture, Breast Cancer, and Stroke. 
  
After selecting the four conditions, Avalere worked with clinicians to develop a treatment 
schedule for each case study. The treatment schedules were designed to be realistic 
schedules of treatment for uninsured individuals experiencing high cost variations of the 
selected conditions. The schedules incorporate all aspects of the treatment commonly 

Reductions in Consumer Out-of-Pocket Spending as a Result of Insurance 

by Patient Scenario and Health Event

Diabetes Broken Leg Breast Cancer Stroke

Recent College Graduate $39,470 $14,870 $81,990 $15,080

Single-Parent $35,530 $8,800 $77,940 $9,830

Working Millennial $39,340 $14,750 $81,860 $14,920

Modest-Income Middle 

Aged
$39,410 $14,370 $81,740 $13,970

Lower-Income Pre-Retiree $45,520 $20,600 $88,220 $18,940

Young Seasonal Worker $47,240 $22,420 $90,020 $21,440
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covered by insurance including: physician visits, inpatient stays, inpatient and outpatient 
surgeries, outpatient treatment, rehabilitation and physical therapy, and prescription drugs. 
Each schedule is for one calendar year in which the hypothetical acute event occurred.  
 
Using the treatment schedule developed by Avalere’s clinicians, Avalere used MEPS to 
determine the average cost that uninsured patients with the specified condition are billed 
for those services. For conditions with a poor sample size or limited data on a specific 
service, Avalere used the national average cost data from Healthcare Bluebook, a publicly 
available source that provides “Fair Price” for medical services based on a nationwide 
medical claims database. Healthcare Bluebook cost data was most commonly used for the 
Breast Cancer scenario given sample size limitations for that condition among the 
uninsured population in MEPS.  
 
The MEPS data for the average cost of these services for the uninsured provides the 
amount billed to the patient, including any normal discounts or negotiations providers 
implement for uninsured patients. Additionally, the data for patients who do not pay their 
bill, or has it entirely paid by a third party, will still show the amount billed, rather than the 
amount the patient personally paid. To ensure the accuracy of these numbers, Avalere 
also calculated the average costs for the services for commercial insurance. The costs for 
an uninsured patient and for commercial insurance were generally quite close, as 
expected.  
 
This process created an estimate for the total out-of-pocket (OOP) costs for uninsured 
patients who experience one of these acute events. To compare the total OOP costs for 
an uninsured patient to those of patients who have insurance, Avalere selected a low cost, 
popular 2016 silver exchange plan in four states: FL, TN, MO, and TX. Then, for six 
different patient scenarios (varied by income, family size, and age), Avalere calculated the 
expected OOP costs, running the patient treatment profiles through the plans’ benefit 
designs, and premiums, including expected premium tax credit and cost sharing reduction 
subsidies, for those individuals.  

PATIENT SCENARIOS OVERVIEW 

To demonstrate the cost impact of the four conditions chosen – Diabetes, Broken Leg, 
Breast Cancer, or Stroke – across a large number of ages, incomes, and family sizes, 
Avalere created six scenarios for each condition. Avalere selected a variety of different 
incomes, family statuses, and ages to demonstrate that the financial benefit of health 
insurance coverage (“value of insurance”) is true for all ages in the cases of these 
scenarios.  

 

Recent College 
Graduate

• Income: $59,000

• Unsubsidized

• Age 21

Single-Parent

• Income: $71,000

• Subsidized

• Age 40 + 2 Children

Working Millennial

• Income: $36,000

• Subsidized

• Age 27

Modest-Income 
Middle Aged

• Income: $30,000

• Subsidized

• Age 50

Lower-Income Pre-
Retiree

• Income: $18,000

• Subsidized

• Age 60

Young Seasonal 
Worker

• Income: $12,000

• Subsidized

• Age 30
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Below we outline the patient case studies for each of the four conditions and highlight the 
difference in cost of having health insurance coverage versus not having health insurance 
coverage for the six scenarios previously described. 

 
Diabetes  
 
Scenario: A woman in Missouri has uncontrolled type 2 diabetes. This leads to diabetic 
ketoacidosis and eventual amputation of her left foot. The patient has a period of 
hospitalization after the amputation, then a significant number of follow-up specialist and 
outpatient rehabilitation visits. The patient also begins taking medications to control her 
type 2 diabetes.  
 

 Premiums Cost-Sharing Total 
Insurance 

Cost 

Reduction in 
Consumer 
Spending 

Compared to 
No Insurance 

Recent College Graduate $2,540  $6,500  $9,040  $39,470 

Single-Parent $6,480  $6,500  $12,980  $35,530 

Working Millennial $2,670  $6,500  $9,170  $39,340 

Modest-Income Middle Aged $2,600  $6,500  $9,100  $39,410 

Lower-Income Pre-Retiree $740  $2,250  $2,990  $45,520 

Young Seasonal Worker $70  $1,200  $1,270  $47,240 

 
 
 
Broken Leg 
 
Scenario: A man suffers an open tibia fracture while playing soccer in Florida. He is 
admitted to the emergency room and receives emergency treatment. After having 
intramedullary nailing surgery, the individual stays in the hospital for additional days after 
experiencing complications. After twenty sessions of physical therapy and four follow-up 
physician visits, the individual fully recovers after six months. 
 

 Premiums Cost-Sharing Total 
Insurance 

Cost 

Reduction in 
Consumer 
Spending 

Compared to 
No Insurance 

Recent College Graduate $2,570  $6,850  $9,420  $14,870 

Single-Parent $8,640  $6,850  $15,490     $8,800 

Working Millennial $2,690  $6,850  $9,540  $14,750 

Modest-Income Middle Aged $3,070  $6,850  $9,920  $14,370 

Lower-Income Pre-Retiree $1,440  $2,250  $3,690  $20,600 

Young Seasonal Worker $370  $1,500  $1,870  $22,420 
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Breast Cancer 

  
Scenario: A woman in Tennessee is diagnosed with stage III breast cancer. Her cancer 
is “triple positive” and she undergoes a lumpectomy and is hospitalized for one night. 
After her release, she has 30 sessions of radiotherapy, 30 sessions of chemotherapy, 
and hormonal therapy. Finally, she also develops depression over the course of the 
treatment. 
 

 Premiums Cost-Sharing Total 
Insurance 

Cost 

Reduction in 
Consumer 
Spending 

Compared to 
No Insurance 

Recent College Graduate $2,620  $6,250  $8,870  $81,990 

Single-Parent $6,670  $6,250  $12,920  $77,940 

Working Millennial $2,750  $6,250  $9,000  $81,860 

Modest-Income Middle Aged $2,870  $6,250  $9,120  $81,740 

Lower-Income Pre-Retiree $1,140  $1,500  $2,640  $88,220 

Young Seasonal Worker $240  $600  $840  $90,020 

 
 
 
Stroke 

 
Scenario: A man in Texas suffers an acute ischemic stroke resulting in permanent brain 
injury. The individual visits the emergency room for sudden onset weakness and 
receives thrombolytic therapy, discovering the underlying cause of the stroke was atrial 
fibrillation. The patient undergoes inpatient and additional outpatient rehabilitation, and 
begins taking medication to treat his atrial fibrillation. 
 

 Premiums Cost-Sharing Total 
Insurance 

Cost 

Reduction in 
Consumer 
Spending 

Compared to 
No Insurance 

Recent College Graduate $3,400  $6,250 $9,650  $15,080 

Single-Parent $8,650  $6,250 $14,900     $9,830 

Working Millennial $3,560  $6,250 $9,810  $14,920 

Modest-Income Middle Aged $4,510  $6,250 $10,760  $13,970 

Lower-Income Pre-Retiree $3,640  $2,150 $5,790  $18,940 

Young Seasonal Worker $1,280  $2,010 $3,290  $21,440 
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CONCLUSION 

As stated earlier, insurance offers the important intangible of “health security” and the 
peace of mind that comes with the knowledge that individuals have regular access to health 
care and are protected against unforeseen events or accidents. This analysis illustrates 
the value of insurance and the important “health security” derived from having health 
insurance coverage. Having insurance improves access to medical care, which in turn 
correlates with better health-related outcomes. The lack of insurance, however, can be a 
barrier to care that limits routine preventive and primary care and exposes uninsured 
individuals to significant financial risk for health care that is not covered by insurance. As 
the analysis demonstrates, in many cases, uninsured individuals will experience a 
significant burden in the event of an unexpected adverse health event, such as a trauma, 
being diagnosed with a new disease, or a sudden illness, which can happen unexpectedly. 
Access to affordable health insurance, which is now within reach for most Americans, not 
only promotes healthy lifestyles and improves health status, but, as can be seen from these 
illustrative scenarios, greatly reduces the medical expenses associated with episodes of 
care regardless of age, income level, and family status. 
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