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ABSTRACT

Little is known about consumer behavior or insurer incentives in health insurance exchanges. We analyze
choice on the Massachusetts exchange, using coarse insurer pricing strategies to identify price sensitivity.
We find substantial age-based heterogeneity: younger individuals are more than twice as price sensitive
as older individuals. Modified community rating regulations interact with price discrimination, as
our results imply higher markups on older consumers. Age-based pricing regulations would bind even
conditional on perfect risk adjustment, highlighting the importance of considering insurer incentives
when regulating insurance markets. Changes in age-based pricing regulation can result in transfers
of 8% of the purchase price.

Keith M. Marzilli Ericson
Boston University School of Management
595 Commonwealth Avenue
Boston, MA 02115
and NBER
kericson@bu.edu

Amanda Starc
University of Pennsylvania
astarc@wharton.upenn.edu

An online appendix is available at:
http://www.nber.org/data-appendix/w18089



































































0.
50

0.
60

0.
70

0.
80

0.
90

1.
00

Pr
(E

nr
ol

le
d 

un
til

 t)

0 200 400 600 800
Days since enrollment

Bronze Silver
Gold



20
0

30
0

40
0

50
0

60
0

70
0

M
on

th
ly

 P
re

m
iu

m
 in

 $

25 30 35 40 45 50 55 60 65
Age

Average List Premium Average Spending
Average Spending at Age 30 Prices



-4
-3

-2
-1

0
Se

m
i-E

la
st

ic
ity

30 40 50 60 70
Age

Linear Age Trend By Discontinuity
Fitted Values



20
0

30
0

40
0

50
0

60
0

M
on

th
ly

 P
re

m
iu

m

27 30 35 40 45 50 55
Age

Perfect Competition Imperfect Competition

0 0.5 1 1.5 2 2.5 3 3.5 4 4.5 5
0.24

0.26

0.28

0.3

0.32

0.34

0.36

Take-Up Elasticity of Young

O
pt

im
al

 P
oo

le
d 

M
ar

ku
p

Simulation 1 Simulation 2
















