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Two in five Americans have medical debt, nearly half of whom owe at least
$2,500. Concerned by this burden, governments and private donors have under-
taken large, high-profile efforts to relieve medical debt. We partnered with RIP
Medical Debt (now Undue Medical Debt) to conduct two randomized experiments
that relieved medical debt with a face value of $169 million for 83,401 people
between 2018 and 2020. Our experiments focused on downstream medical debt
that had been sold to debt collectors, and one of our experiments straddled an
industry-wide pullback in the reporting of medical debt to the credit bureaus, al-
lowing us to estimate the effects of debt relief with and without counterfactual
reporting. We track outcomes using credit reports, collections account data, and
a multimodal survey. There are three sets of results. First, we find a modest im-
provement in credit access when there is counterfactual credit reporting, but no
impact on credit report outcomes when there is not. Second, we estimate that debt
relief causes a moderate but statistically significant reduction in payments of ex-
isting medical bills. Third, we find no effects on survey measures of mental and
physical health, healthcare utilization, and financial wellness. Taken together, our
results indicate that the strong correlations documented in prior research do not
translate into causal effects for downstream medical debt relief. JEL codes: D18,
G51, H75, 113, L31.
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I. INTRODUCTION

Two in five Americans have medical debt, broadly defined,
and nearly one in five owe at least $2,500. Medical debt is more
prevalent among uninsured, low-income, Black, and Hispanic
households. Due to increasing patient cost-sharing, medical debt
is common even among households with health insurance. Among
households with medical debt, 63% report reducing expenditures
on food and clothing, and 48% report using up all or most of their
savings because of medical debt.!

Concerned by this burden, policymakers are increasingly
turning to medical debt relief, primarily focusing on medical debt
held by debt collectors. As of August 30, 2024, 22 state or local
governments have passed programs to fund roughly $10.2 billion
in medical debt relief, and 2 more are considering programs that
would raise this total to over $14.6 billion (see Online Appendix
Table Al). Nearly all of these governments are working with our
research partner, RIP Medical Debt (now Undue Medical Debt).2
Private donors are also generously supporting debt relief, and RIP
Medical Debt has used private funding to buy and relieve more
than $10 billion in medical debt to date.

Proponents of medical debt relief point to a literature
that documents strong associations between medical debt and

of the article and Will Dobbie, Zack Cooper, Amy Finkelstein, Paul Goldsmith-
Pinkham, and Matthew Notowidigdo for thoughtful comments. The experiments
reported in this study are listed in the AEA RCT Registry (nos. 0003332,
0003664, and 0007426) and were approved by Stanford IRB (no. 57138). We grate-
fully acknowledge J-PAL North America, the National Institutes of Health (R0O1
AG066890-01A1), and the National Institute on Aging (T32-AG000186) for fi-
nancial support and RIP Medical Debt for their partnership on the study. We
thank Julie Gasparac, Laurie Imhof, and Nithya Rajendran at NORC at the Uni-
versity of Chicago for survey implementation, and Jinglin Wang, Bruno Mauri-
cio Escobar Izquierdo, Zahra Thabet, and Eleanor Jenke for superb research
assistance.

1. All of these statistics are from the same nationally representative 2,375-
person Lopes et al. (2022) survey, which defines medical debt broadly as any debt
arising from a health event, including debt that is past due, unpaid, being paid
over time, owed to friends or family, charged to a credit card, or owed to a collection
agency.

2. After we released the study, RIP Medical Debt changed their name to Un-
due Medical Debt. We refer to them as RIP Medical Debt throughout the article
because that was the name used during the intervention.
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negative financial and health outcomes (e.g., Kale and Carroll
2016; Zafar 2016; Banegas et al. 2019; Novak, Ali, and Sanmartin
2020; Himmelstein et al. 2022; Han et al. 2024) and suggest a
number of mechanisms through which medical debt relief could
have salutary causal effects. On the financial side, medical debt
relief could benefit households directly through reduced pay-
ments or indirectly by improving credit scores. On the health side,
debt relief could improve mental health by alleviating the stress
of debt collections and the psychological burden of debt, and im-
prove healthcare access if patients were avoiding healthcare out
of fear of accruing more debt.

Yet, there are reasons for caution. By the time medical debt
is sent to collections, it can be purchased for pennies on the dollar.
Although proponents of medical debt relief tout the low cost as a
feature—the $14.6 billion of planned relief would cost taxpayers
around $150 million—the price reflects low recovery rates, which
suggests the financial effects on households may be a small frac-
tion of the face value of the debt relieved. There are also reasons
to be particularly cautious about interpreting the association be-
tween medical debt and adverse outcomes as reflecting a causal
effect of medical debt. Medical debt arises from a health shock
(generating the medical bill) and limited financial resources (pre-
venting payment), so the correlation may reflect causal forces that
operate in the opposite direction.

This article studies the impact of medical debt relief on fi-
nancial outcomes, health, and healthcare utilization using two
randomized experiments conducted in partnership with RIP Med-
ical Debt (RIP), a nonprofit organization that works with govern-
ment and private donors to purchase and forgive medical debt and
has been involved in most high-profile medical debt relief to date.
Our interventions focused on downstream medical debt (i.e., af-
ter the initial billing process associated with a health event) that
had been or was about to be sent to collections by the health-
care provider. One of our experiments straddled an industry-wide
pullback in reporting medical debt to the credit bureaus, allow-
ing us to separately examine the effects of credit reporting. In to-
tal, these experiments provided relief of medical debt with a face
value of $169 million to 83,401 patients.

The first hospital debt experiment targeted younger medi-
cal debt and was designed to test the effects of relieving debt
before the patient is exposed to third-party debt collection. For
this experiment, RIP purchased a random subset of debt at the
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juncture when the hospital would otherwise sell accounts to the
debt collector (roughly one year after the date of the medical ser-
vice) in 18 waves between August 2018 and October 2020 at a
price of 5.5 cents per $1 of debt (more than five times RIP’s typical
purchase price).? The treatment group consisted of 14,377 people
who received $19 million in face-value debt relief, for an aver-
age of $1,321 per person. Recipients were sent two letters noti-
fying them that their debt had been canceled. The 61,496-person
control group did not receive debt relief, and the debt collector
pursued repayment following their normal protocols. We expected
larger benefits from this experiment and focused on this sample
for survey outreach.

The second collector debt experiment targeted older debt,
which reflects the majority of the debt relief provided by RIP to
date and allows for large-scale debt relief at a lower cost. For this
experiment, RIP purchased a random selection of debt that had
been under collection in the secondary market for several years
in two waves (conducted in March and October 2018) at a price of
less than 1 cent on the dollar. The treatment group consisted of
69,024 people and $150 million in face-value debt relief, for an av-
erage of $2,167 per person. Recipients were notified of the debt re-
lief once by letter. The 68,014-person control group retained their
debt and continued to be pursued for repayment by the debt col-
lector.

We study a third credit reporting subexperiment, which al-
lows us to estimate the effect of debt relief when accounts would
have been counterfactually reported to the credit bureaus. Part-
way into our collector debt experiment, the debt collector ceased
reporting medical debt to the credit bureaus, reflecting a broader
industry trend driven initially by heightened regulatory enforce-
ment (CFPB 2023b) and later by a credit bureau agreement to
stop reporting certain types of debt. We isolate a subset of ac-
counts with credit bureau reporting prior to treatment assign-
ment and use this subset to estimate the effects of medical debt
relief when accounts would otherwise have been reported.

3. Between 2018 and 2022, RIP Medical Debt relieved $8.48 billion of medical
debt at a cost of $35.0 million, or 0.42 cents per $1 of relief based on their IRS
Form 990s. Since 2021, most of their purchases have been at a price of less than 1
cent per $1 relieved.
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Together, the experiments provide a rich picture of the ef-
fects of medical debt relief. The hospital and collector debt
experiments were designed to shed light on the cost-effectiveness
of relief at different stages in the collection process. The credit
reporting subexperiment, when combined with the collector debt
experiment, allows us to examine the effects of debt relief with
and without counterfactual credit bureau reporting.

We study the effect of debt relief using three data sources.
First, we linked the hospital and collector debt experiments
with fully depersonalized quarterly credit report data from
TransUnion, which allows us to track financial distress, credit
access, and credit utilization from at least one year before to one
year after treatment assignment. Second, for the hospital debt
sample, we tracked accounts sent to collections post-intervention,
allowing us to analyze the “spillover effects” of debt relief on the
repayment of other medical bills. Third, for a subset of subjects in
the hospital debt experiment, we conducted a multimodal survey
to collect information on mental and physical health, healthcare
utilization, and financial wellness. The intensive survey protocol
consisted of five mailings, twice-weekly email invitations, paper
survey instruments sent via certified mail, and phone interviews
conducted by a trained U.S. call center, resulting in a survey sam-
ple of 2,888 individuals.

We prespecified our empirical specification, primary and sec-
ondary outcomes, and heterogeneity analyses (AEA RCT Registry
nos. 0003332, 0003664, and 0007426). We adjust our inference for
multiple hypothesis testing as prespecified.

We find no average effects of medical debt relief on the fi-
nancial outcomes in credit bureau data in our hospital and collec-
tor debt experiments, which do not isolate accounts with counter-
factual credit reporting. We estimate a precise null effect on the
number of accounts past due, our primary outcome for the credit
report analysis. In the hospital debt experiment, a 95% confidence
interval allows us to reject a decrease in accounts past due of
more than 0.04 (relative to a control mean of 1.20 accounts). We
similarly estimate economically small and statistically insignifi-
cant effects on other measures of financial distress, credit access,
and credit utilization. These null effects are robust to alterna-
tive specifications, and our heterogeneity analysis does not reveal
noteworthy effects for any preregistered subgroup.

In the credit reporting subexperiment, where control-group
accounts are reported, we find that debt relief immediately raises
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credit scores by an economically small 3.4 points on average
(p-value of .021), with a 13.8-point increase (p-value of .008) for
persons with no other debt in collections. This immediate increase
is accompanied by a gradual increase in credit limits of $340 on
average (p-value of .010; 15.3% of the post-reporting control mean
of $2,231), with larger effects for persons with no other debts in
collections. We detect no effects on measures of borrowing or fi-
nancial distress.

We find that medical debt relief causes a statistically signif-
icant and economically meaningful reduction in the payment of
existing medical bills. Using the hospital debt experiment, we
find that debt relief increases the probability of having another
unpaid bill sent to collections by 1.1 percentage points, or 6.6%
of the control mean of 16.2%. The effect is almost entirely ex-
plained by lower repayment of existing medical bills and is con-
sistent with treated persons raising their expectations of future
debt relief, targeting a certain level of indebtedness (as in Dobkin
et al. 2018), or experiencing confusion about the extent of relief.
The findings reject the theory that debt relief could increase re-
payment via an income effect or by leaving more resources in a
mental account to pay medical bills (as in Katz 2023).

We do not detect any average effects of medical debt relief
on mental and physical health, healthcare utilization, and finan-
cial wellness as measured in our multimodal survey of the hospi-
tal debt experiment sample. We estimate a statistically insignif-
icant 3.2 percentage point average worsening of depression (p-
value of .097), our primary survey outcome (as measured by the
eight-question Patient Health Questionnaire, PHQ-8). A 95% con-
fidence interval rules out an improvement of more than 0.6 per-
centage points, well below the 7.0 percentage point improvement
predicted by the median respondent in our expert survey. We esti-
mate similarly statistically insignificant average effects on other
measures of mental and physical well-being, including anxiety (as
measured by the seven-question Generalized Anxiety Disorder
screen, GAD-7), stress, general health, and subjective well-being.
We do not detect any meaningful effects on healthcare utilization
or financial wellness.

Our article contributes to the literature on the financial
burden of the U.S. healthcare system. Experimental and quasi-
experimental research has shown beneficial effects of upstream
policies that address healthcare costs before bills are sent for
collection (Gross and Notowidigdo 2011; Baicker et al. 2013; Hu
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et al. 2018; Brevoort, Grodzicki, and Hackmann 2020; Miller et al.
2021; Adams et al. 2022; Bornstein and Indarte 2023; Goldsmith-
Pinkham, Pinkovskiy, and Wallace 2023). For instance, the hospi-
tal financial assistance program studied by Adams et al. (2022),
which bundled medical debt relief with temporary reductions
in cost sharing, substantially increased high-value healthcare
utilization. The Oregon Health Insurance Experiment (Baicker
et al. 2013) found that Medicaid reduced depression by 9 per-
centage points among a population of low-income uninsured
adults.

More broadly, this study also contributes to research on the
effects of nonmedical debt relief programs. Debt relief through
bankruptcy (Dobbie and Song 2015; Dobbie, Goldsmith-Pinkham,
and Yang 2017) and student loan forgiveness (Di Maggio, Kalda,
and Yao 2019) have been shown to cause substantial improve-
ments in financial well-being and earnings. In the context of mort-
gage modifications, Ganong and Noel (2020) find that reducing
liquidity requirements is more important than principal reduc-
tions in reducing borrower default and increasing consumption.
Dinerstein, Yannelis, and Chen (2024) similarly find that addi-
tional liquidity from student loan forbearance increases demand
for credit cards and auto loans. In contrast, Dobbie and Song
(2020) find no effect of credit card debt payment reductions on
financial and labor market outcomes, but find that interest write-
downs significantly improve these outcomes despite not affecting
payments for several years. To the extent that medical debt re-
lief does not generate immediate liquidity gains or changes to
expected repayment, the null results we estimate are consistent
with these findings.

Our results echo the dispiriting evidence on debt relief in
the development economics literature, where Kanz (2016) finds
that debt relief has no effect on consumption, savings, or invest-
ment but does reduce concern over future default, and Karlan,
Mullainathan, and Roth (2019) find that most recipients of debt
relief return to indebtedness within six weeks. Our study popu-
lation has high rates of financial distress and the medical debt
relief we provide may be too marginal to improve their overall
well-being.

Most directly, our findings reject a causal interpretation of
the correlations between medical debt and negative health and
financial outcomes documented by the prior correlational liter-
ature, which motivated financial outlays by private donors and
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local governments and broader policy proposals (e.g., Zhang
2022). We find a modest improvement in credit access in the ear-
lier period when there is counterfactual reporting, but no effect in
the current (nonreporting) environment. We estimate a moderate
reduction in repayments of existing bills, and no effects on mental
or physical health, healthcare utilization, or financial wellness.
Simply put, for the downstream medical debt relief we study, most
of the correlations documented in the literature do not translate
into causal effects.

Our results do not imply that others forms of medical debt re-
lief will be ineffective. Debt relief could have effects on outcomes
we did not measure, and pairing debt relief with other interven-
tions could generate meaningful benefits. Most promising, given
the prior literature, is upstream medical debt relief, which occurs
closer to the precipitating medical event. Further research will be
needed to explore such potential benefits.

The rest of the article is structured as follows. Section II
provides background on our setting, and Section III describes
the experiment. We describe our data sources in Section IV and
our empirical framework in Section V. Results are presented in
Section VI and discussed in Section VII. Section VIII concludes.

II. BACKGROUND
II.A. Setting

Our study focuses on medical debt in collections (hereafter
“medical debt”), defined as medical bills that had been or were
about to be sent to debt collectors by a healthcare provider. Alter-
native definitions of medical debt may be appropriate in different
contexts. For example, Lopes et al. (2022) defines medical debt ex-
pansively, including unpaid medical bills sent to collections and
bills owed to a hospital or other medical provider, which the pa-
tient may be paying off over time, and medical bills paid with
credit cards or other loans. Our study focuses on medical debt
in collections because most medical debt relief efforts target this
category of debt and because it is not possible to comprehensively
observe some of the types of debt that are included in more ex-
pansive definitions. For instance, when an unpaid bill is held by
the hospital, it is difficult to determine whether the bill will ulti-
mately be resolved by the provider (e.g., because of a billing mis-
take or charity care), paid by health insurance or a third party
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(e.g., worker’s compensation), or owed by the patient as medical
debt.

In recent years, the prevalence of medical debt has been
shaped by divergent trends in insurance coverage and insurance
generosity. Due to coverage expansions under the Affordable Care
Act, the uninsured rate fell from 16% in 2010 to 8% in 2022
(Peterson Center on Healthcare and KFF 2024). At the same time,
insured patients are increasingly exposed to large out-of-pocket
costs (e.g., the share of insured workers with a deductible over
$1,000 rose from 12% to 50% between 2010 and 2022). On net,
annual out-of-pocket spending per capita grew to $1,425 in 2022,
a 14% real increase since 2010 (Peterson Center on Healthcare
and KFF 2024).

Hospital financial assistance programs are designed to help
patients who are unable to pay their out-of-pocket bills, but in
practice provide limited protection against medical indebtedness.
Nonprofit hospitals are required to offer low-income patients fi-
nancial assistance in exchange for their tax-exempt status, and
for-profit and government hospitals also commonly offer such
programs (Adams et al. 2022).# The Internal Revenue Service
rarely penalizes hospitals for noncompliance with its regulations
(Lucas-Judy 2023) and investigative reporting has documented
significant, widespread barriers to the take-up of hospital finan-
cial assistance programs.®

To recover payments for medical bills not covered by insur-
ance or financial assistance, providers first conduct direct patient
outreach for 8 to 24 months. Many providers sell unpaid debts
to a third-party debt collector in bulk at a discounted price. Debt
collectors, who are typically residual claimants on recoveries, pur-
sue repayment by contacting patients at their home or place
of employment; reporting medical debt to credit bureaus where
it is visible to potential lenders, employers, and landlords; and

4. Internal Revenue Service (IRS) regulations codified in Section 501(r) re-
quire nonprofit hospitals to establish financial assistance policies and make “rea-
sonable efforts” to assess eligibility before taking extraordinary collection actions,
such as selling medical debt to collections, denying care, or suing patients (IRS
2024). Nineteen states impose more generous requirements for hospital financial
assistance.

5. For instance, many nonprofit hospitals do not prequalify low-income pa-
tients for charity care, often pursuing payments before checking eligibility, and
do not mention financial assistance when discussing payment options (Matthews,
Fuller, and Evans 2022; Silver-Greenberg and Thomas 2022).
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suing patients, which can result in judgments that allow for wage
garnishment and liens on patients’ homes (see, e.g., Presser 2019;
Cooper, Han, and Mahoney 2021).6 In addition, debt collectors can
sell medical debt on the secondary market to other debt collection
agencies, who can continue collection attempts.

Collectors’ ability to enforce and collect medical bills is lim-
ited by state and federal consumer protections. The Fair Debt Col-
lection Practices Act (FDCPA) prohibits collectors from using de-
ceptive or abusive practices to induce payment, such as threaten-
ing arrest or calling more than seven times a week. State statute-
of-limitation laws restrict the time horizon for collectors to bring
lawsuits to about six years on average, although there is substan-
tial variation across states (Locklear 2023). Some states either
prohibit hospitals from selling debt to collectors or require hospi-
tals to oversee collectors. A few states prohibit wage garnishment
or home liens for medical bills entirely, and a larger number of
states prohibit wage garnishment for certain populations or in
cases of demonstrated financial need.”

II.B. Credit Bureau Reporting

Historically, debt collectors voluntarily reported medical debt
to the credit bureaus to increase the salience of the debt and to
serve as a repayment incentive, since collectors can offer to stop
reporting in exchange for repayment. The Fair Credit Reporting
Act (FCRA) governs the treatment of medical debt on consumer
credit reports and requires that credit bureaus accurately report
information and investigate any disputed information. Starting
in 2018, concerns about data integrity and the associated legal
risks from inaccurate reporting contributed to a substantial drop
in the reporting of medical debt information by debt collectors
(CFPB 2023b). In a series of changes phased in between July 2022
and April 2023, the credit bureaus voluntarily agreed to exclude

6. An investigation of 528 hospital collection practices found more than half
engage in legal actions such as lawsuits or wage garnishment and nearly one in
five will further deny nonemergency medical care (Levey 2022).

7. See Kona and Raimugia (2023) for a comprehensive list of policies by state.
Fedaseyeu (2020) and Fonseca (2023) find that stricter state debt collection regula-
tions reduce both third-party debt collection activity and the supply of traditional
credit. Cheng, Severino, and Townsend (2021) analyze consumers facing civil col-
lection lawsuits and find that consumers overestimate how much they would pay
through the court system and are motivated to settle by nonpecuniary considera-
tions, such as avoiding the stigma of wage garnishment.
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medical debt from credit reports if the debt is less than $500, less
than one year old, or has already been paid (CFPB 2023a).

These changes led to substantial reductions in the prevalence
of medical debt visible on credit reports. Subsequent analysis of
credit bureau data shows that the share of credit reports with
medical debt in collections declined from 16% in August 2018 to
12% in August 2022, as debt collectors curtailed reporting, then
fell further to 5% in August 2023, after credit bureaus stopped
including the aforementioned categories of medical debt (Blavin,
Braga, and Karpman 2023). Note that the reduction in medical
debt on credit reports does not imply any corresponding decrease
in underlying medical debt or collections activity. Even before
these changes, an analysis of bankruptcy filings by Argyle et al.
(2021) found significant amounts of medical debt that were not
reported to the credit bureaus.

I1.C. Consequences of Medical Debt

The prior literature in medicine and health services research
documents a strong association between medical debt and neg-
ative financial and health outcomes (e.g., Kale and Carroll 2016;
Zafar 2016; Banegas et al. 2019; Novak, Ali, and Sanmartin 2020;
Himmelstein et al. 2022; Han et al. 2024). In Online Appendix B,
we conducted a comprehensive analysis of the cross-sectional cor-
relation between medical debt and financial and health outcomes
in nationally representative data sets, analyzing a national credit
bureau sample from TransUnion and publicly available survey
data from the Panel Survey of Income Dynamics (PSID), the Sur-
vey of Income and Program Participation (SIPP), and the Medical
Expenditure Panel Survey (MEPS).

Consistent with the literature, we find that people with med-
ical debt (compared to those without) have more than twice as
much debt past due, are about three times as likely to have
trouble paying their mortgage or rent, and are almost twice
as likely to be depressed (see Online Appendix Tables A3-
A6 and Online Appendix Figures A1-A4 for more). The sur-
vey measures of medical debt, finances, and health are not
identical to the measures in our study, so they do not allow
for an apples-to-apples comparison with our experimental es-
timates. Still, they provide a useful benchmark for our causal
estimates.

G20z IMdy 9| uo 1senb Aq LZe££6//.81 L/2/0Y L/81onle/elb/woo dno-ojwspeoe//:sdiy woly pspeojumoq


https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data
https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data
https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data

1198 THE QUARTERLY JOURNAL OF ECONOMICS

Proponents of medical debt relief suggest a number of poten-
tial mechanisms through which medical debt could causally affect
financial and nonfinancial outcomes.

First, by removing the debt from household balance sheets,
medical debt relief generates a direct financial benefit. We do not
observe the debt collector’s recovery rates. In a competitive mar-
ket, the recovery rate is the sum of the price of medical debt and
the collections costs. The low price of medical debt (5.5 cents per
$1 in the hospital debt experiment, less than 1 cent per $1 in the
collector debt experiment) suggests that the direct financial ben-
efits are typically modest, assuming the recovery costs are not
excessive. However, respondents to our survey, who expect to pay
54% of their outstanding medical debt and think it is fair to pay
37%, may experience consequences from medical debt if the per-
ceived obligation to repay distorts other financial decisions.?

Second, the prospect of debt collectors placing liens on assets
and garnishing wages may impose a financial burden on house-
holds. Litigation is a realistic concern for patients owing medical
debt: three in five hospitals regularly file medical debt lawsuits
against patients (Levey 2022), and 1.5 in every 1,000 Wiscon-
sin residents face lawsuits for medical debts (Cooper, Han, and
Mahoney 2021). Our debt collector identifies a small subset of ac-
counts to target for litigation, although we cannot observe law-
suits in the credit bureau data due to a 2017 settlement between
the credit bureaus and the Federal Deposit Insurance Corpora-
tion.?

Third, medical debt has historically affected finances through
its presence on credit reports. For example, Brevoort, Grodzicki,
and Hackmann (2020) document a sharp drop in credit scores af-
ter the arrival of the first medical debt in collections. The removal
of medical debt from credit reports is cited as a primary benefit of
debt relief, given the visibility of these debts to lenders, landlords,

8. In a national survey of 2,663 U.S. adults, Perry Undem (2023) find that
60% of respondents blame companies and institutions rather than the individual
for medical debt, while this figure is less than 40% for student debt, mortgage
debt, auto debt, and credit card debt. This disparity suggests that respondents
believe medical debt is less fair to pay than other forms of debt, and that they
may expect to pay less of it.

9. The settlement required the removal of tax liens and civil judgments if the
information is incomplete (FDIC 2018). In practice, we observe an almost complete
removal of this information from our credit bureau data after this settlement came
into effect.
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and employers. Debt relief could improve finances by increasing
credit scores, thereby reducing the cost of borrowing, improving
access to credit, and making it easier to secure stable housing
and employment. Recent decisions to remove most medical debt
from credit reports mean that debt relief will need to be targeted
to the remaining persons with credit reporting for this channel to
be relevant.

Fourth, medical debt may impose a nonfinancial burden
through the stress of the collections process and the psycholog-
ical burden of debt. In announcing medical debt relief initiatives,
politicians highlight how the stress of medical debt harms phys-
ical and mental health.!° In surveys, media reports, and govern-
ment complaints, persons with medical debt cite the stress and
hassle of frequent phone calls and other contacts by debt collec-
tors (CFPB 2017; Bryan 2018; PBS News Desk 2022; U.S. Senate
Committee on Banking, Housing, and Urban Affairs 2022).

Fifth, patients with medical debt may forgo seeking follow-
up healthcare. Two in five indebted patients report delaying care
to avoid accruing further debt, and one in five report avoiding
the provider where they owe money due to concerns about being
refused care (Perry Undem 2023). As mentioned, Adams et al.
(2022) find that patients who received hospital financial assis-
tance substantially increased the use of high-value healthcare, in-
cluding for treatment-sensitive conditions like diabetes, suggest-
ing that medical debt is an impediment to healthcare access.

However, correlation does not imply causation. Medical debt
originates from a health shock and limited financial resources, so
the documented correlations may reflect the persistent effects of
precipitating health events and existing financial distress. Health
shocks also cause persistent lost earnings (Dobkin et al. 2018),
which could drive both medical debt and other negative financial
and health outcomes.

1. Expert Survey. We conducted an expert survey of aca-
demics, nonprofit staff, hospital revenue cycle management and

10. Cook County Board President Toni Preckwinkle highlighted that “Med-
ical debt is a social determinant of health that can undermine people’s physi-
cal and mental well-being by creating stress and preventing necessary follow-up
visits” (Cook County Government 2023). Similarly, New Orleans’s Mayor LaToya
Cantrell stated that “medical debt . . . is directly tied to poor health outcomes, as
individuals often do not seek further care if they are saddled with huge bills they
can’t pay” (City of New Orleans Office of the Mayor 2023).
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debt collection practitioners, and policymakers to assess prevail-
ing beliefs on the impact of our hospital debt experiment. The
survey was administered between April 19 and May 22, 2022,
after we completed the intervention but before we released any
results. We presented experts with a description of the interven-
tion, including the face value of debt relief, the purchase price of
the debt, and the notification letter. We asked experts to predict
the effect of debt relief on several outcomes, providing them with
the control-group mean and, as a benchmark, the effects of Med-
icaid coverage estimated in the Oregon Health Insurance Exper-
iment (Baicker et al. 2013). Experts were not explicitly told the
dates of our experiment or that there was limited credit report-
ing, and we did not assess whether they were aware of recent
trends in the industry.!! See Online Appendix A.5 for details and
Online Appendix F for the survey instrument.

Experts predicted meaningful reductions in rates of depres-
sion, borrowing, and cutting back on spending, as well as in-
creased healthcare access. Online Appendix Figure A5 shows the
box plots of these expert predictions. Notably, the median expert
predicted a 7.0 percentage point reduction in depression (8.0 per-
centage points if we weigh by confidence in their answers) and
a 10.2 percentage point reduction in borrowing (13.7 percentage
points when weighted by confidence). Taken together, 75.6% of
respondents predict that medical debt is at least a moderately
valuable use of charity resources (68.8% of academics and 78.3%
of nonprofit staff) and 51.1% think it is very valuable or extremely
valuable (31.2% of academics and 69.6% of nonprofit staff), as
shown in Online Appendix Figure A6.

III. EXPERIMENT

We study medical debt relief provided by RIP Medical Debt, a
501(c)(3) nonprofit organization that raises funding from govern-
ments and private donors to purchase and forgive medical debt.
We separately examine instances in which RIP used private funds
to randomize the forgiveness of (i) hospital debt acquired at the

11. Debt collectors began pulling back on reporting medical debt in 2018, well
before we fielded our expert survey. This change was not widely reported but may
have been known to well-informed experts. We do not know whether our experts
were aware of the trend, and we encourage the reader to consider this context
when comparing the expert predictions against our estimated treatment effects.
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FI1GURE I

This flow chart illustrates the two primary debt relief experiments and the
credit reporting subexperiment. After the patient receives care, the hospital seeks
payment for a period of 8-24 months before selling the debt to a collection agency.
Our hospital debt experiment involves purchasing and relieving debt at this stage.
Our collector debt experiment involves purchasing and relieving debt after it has
been pursued by collectors for several years. The credit reporting subexperiment
represents a subset of the collector debt experiment, in which control-group ac-
counts continued to be reported to credit bureaus for three quarters after the in-
tervention before they were also removed from credit reports.

point when hospitals would normally sell the debt to a collection
agency and (ii) collector debt acquired from a collection agency
on the secondary market after hospitals attempted to collect. We
also examine (iii) a credit reporting subexperiment in which a sub-
set of accounts in the collector debt experiment were reported to
the credit bureaus and where debt relief eliminated the reporting
of these debts. The experiments were conducted between March
2018 and October 2020. See Figure I for a flowchart summarizing
these experiments.

III.A. Hospital Debt Experiment

The hospital debt stems from medical care provided by a
large for-profit hospital system, with facilities spread over eight
states in the South and Mountain West.!? After a patient receives

12. The vast majority of the sample had an address in Arizona (13%),
Arkansas (5%), Louisiana (6%), Texas (50%), and Utah (24%).
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care, this hospital system attempts to recover payment from the
patient’s health insurance, other payors, and the patient. After
about a year, the hospital system assembles a portfolio of unpaid
medical bills, which it sells to a third-party debt collector.

RIP coordinated with this debt collector to purchase and re-
lieve a random subset of the medical debt accounts at the junc-
ture when the hospital system would typically sell them to col-
lections. There was no scope for selection of accounts into the
sample by the hospital providing the accounts (e.g., by selling the
least collectible accounts), given they were unaware of the inter-
vention. These purchases occurred in 18 waves between August
2018 and October 2020. For each wave, RIP received a data file
of unpaid bills listing the amount owed and information on the
debtor. Within each wave, RIP grouped unpaid bills at the per-
son level and stratified persons by the amount of debt, state of
residence, insurance status, and a collections score predicting the
likelihood of repayment. Within each strata, persons were ran-
domly assigned to treatment or control. The process by which
portfolios were made available for randomization did not per-
mit carrying forward treatment assignment across waves. In a
typical wave, 20% of persons were assigned to treatment, al-
though the exact treated percentage varied depending on the
size of the wave and the amount of donor funding available. See
Online Appendix A.1 for more detail about the stratified random-
ization and Online Appendix Table A7 for wave-by-wave statis-
tics.

For treated individuals, RIP purchased the debt at a price of
5.5 cents per $1 and forgave it, eliminating any obligation to pay
the debt. Approximately three weeks later, RIP mailed treated
individuals a letter informing them of the debt relief (see Online
Appendix Figure A7 for an example). A second letter containing
the same information was sent out three weeks after the first.

For control individuals, the debt collector purchased all debts
and collected on them following their standard protocol. The col-
lector’s stated protocol is as follows. For the first 24 months, each
account goes through a series of six collection stages, with each
stage lasting approximately 4 months. At the beginning of each
stage, the account is placed with a third party that takes respon-
sibility for outreach to the debtor. The primary methods of out-
reach are mail and telephone communication but can include text
messaging in some states and email communication with debtors
who reach out using that channel. At the end of each stage, the

G20z IMdy 9| uo 1senb Aq LZe££6//.81 L/2/0Y L/81onle/elb/woo dno-ojwspeoe//:sdiy woly pspeojumoq


https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data
https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data
https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data

THE EFFECTS OF MEDICAL DEBT RELIEF 1203

account is recalled from the third party, and the cycle begins with
a new party responsible for outreach in the next stage. If an
account remains unpaid after the first three stages (i.e., after
about one year of collections efforts), it may be evaluated for
litigation. Debtors with sufficiently high-value accounts and re-
sources (e.g., homeowners, borrowers with recent auto loan orig-
inations) are subject to litigation; in practice, this makes up only
a small minority of accounts. Accounts not selected for litigation
continue to the fourth stage. During outreach, the agency may
offer settlements to debtors that allow them to fulfill their obliga-
tion by paying a discounted amount. The nature of the settlement
depends on the likelihood of repayment. For example, accounts in
later stages are typically offered more generous settlements be-
cause these debts are less likely to be paid.!® Our conversations
with executives at other debt collection agencies suggest this pro-
tocol is standard in the industry.

We define a person’s treatment status by their treatment as-
signment in the first wave in which they appear. We focus on the
initial wave for analytical convenience and because incorporating
information from subsequent waves has negligible quantitative
effects. The average person in the hospital debt experiment ap-
pears in 0.23 subsequent waves, and 16% appear in at least 1
additional wave. However, because roughly 20% of people are as-
signed to treatment in each wave, those who are treated in the ini-
tial wave are on average treated 1.05 times overall, and those who
are initially assigned to control are treated 0.04 times overall.
Thus, there is little quantitative difference between focusing on
the initial assignment and using the initial assignment as an in-
strument for cumulative assignment in a two-stage least-squares
design.

Table I, column (1) provides summary statistics on the hos-
pital debt sample in the initial wave in which persons appear
(data are described in more detail below). The total sample con-
sists of 75,873 people owing $103 million of medical debt at face
value. Medical debt relief was provided to 14,377 people (18.9% of
the sample), amounting to $19 million in relief at face value and

13. During the COVID-19 pandemic, collections rates increased, consistent
with overall declines in regular spending (Chetty et al. 2024) and medical indebt-
edness (Guttman-Kenney et al. 2022). According to the collector, more aggressive
settlements were offered during this time period in an attempt to capture some of
the increase in household liquidity.
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$1.0 million in purchase costs. On average, persons in this sample
owed $1,352 of medical debt at face value (interquartile range of
$235 to $1,475) and were exposed to the debt relief intervention
at 5.1 quarters after the date of the medical service (interquartile
range of 4.7 to 5.4 quarters).

1. Awareness Subexperiment. The effect of debt relief can
operate through reduced collections activity and knowledge of the
charitable intervention. To increase awareness and salience of
the intervention, RIP conducted additional phone outreach to a
randomly selected subset of treated individuals in waves 6—-14 of
the hospital debt experiment. Of the 8,160 treated individuals in
these waves, they randomly selected 4,232 (52%) to receive phone
outreach. The outreach protocol consisted of a scripted message
acquainting subjects with RIP and informing them of their debt
relief. Of the 4,232 persons randomly selected for this interven-
tion, callers spoke to 739 (17%) persons and left voicemails for an
additional 1,717 (41%) persons. For more details on the subexper-
iment, see Online Appendix A.2.

II1.B. Collector Debt Experiment

The collector debt was purchased from the collections agency
and consisted of debt that had been subject to collections efforts
for a number of years. The sample was geographically diverse,
covering 45 states spread across the South (52%), West (21%),
Northeast (18%), and Midwest (9%). Compared with the hospital
debt, the collector debt is more representative of RIP’s existing
medical debt relief programs to date.

RIP coordinated with the debt collector to purchase a ran-
dom subset of debt in two waves, one in March 2018 and one in
October 2018. For each purchase, RIP was provided with a portfo-
lio of accounts listing the amount owed and information on the
debtor. Accounts were grouped by person and stratified by lo-
cation, debt age, individual age, and debt amount. Within each
stratum, persons were randomly assigned to treatment or con-
trol. The share of individuals treated depended on donor funds
available for purchase. Because donors typically prioritized debt
relief in particular locations, the share varied by stratum. See
Online Appendix A.1 for more information and Online Appendix
Table A7 for statistics.
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Medical bills that remain unpaid for several years despite on-
going collections efforts are less likely to be paid than bills that
are newly sent to collections. Accordingly, RIP was able to pur-
chase the debt at a price of less than 1 cent per $1, or roughly
one-sixth the price of the hospital debt. Treated persons had their
debt forgiven and were notified by letter (Online Appendix Fig-
ure A7). Control persons continued to be subject to normal collec-
tion efforts. As before, we define a person’s treatment status by
their treatment assignment in the first wave in which they ap-
pear. Only 0.14% of persons appear in both waves.

Table I, column (4) provides summary statistics on the collec-
tor debt sample in the initial wave in which persons appear, and
Online Appendix Table A7 provides wave-by-wave detail. Debt re-
lief was provided to 69,024 treated persons, amounting to 50.4% of
137,038 people in the collector debt sample. The total face value of
debt relief was $150 million, an average of $2,167 per person. Per-
sons in this sample were exposed to the debt relief intervention
on average 28.2 quarters after the provision of medical service
(interquartile range of 22.7 to 28.6 quarters).

II1.C. Credit Reporting Subexperiment

The debt collector historically reported medical debt informa-
tion to the credit bureaus and intended to report for the accounts
in our experiments. However, like many others in the industry,
they became concerned about liability risk and largely stopped
reporting before we implemented our first intervention in March
2018. The exception was a subset of accounts in the collector debt
experiment for which the debt collector stopped reporting in 2019
Q1, three quarters after the first wave of the experiment and one
quarter after the second wave. For this subset, treatment-group
accounts remained on credit reports until the intervention date
and control-group accounts remained on credit reports until 2019
Q1.

We identify accounts that were reported by matching the dol-
lar amounts of medical debt in the collections account data to
those in the credit bureau trade line-level data in the four quar-
ters prior to the intervention (see Online Appendix C.3 for more
details). We match 2,761 accounts (6.8%) in wave 1 of the collec-
tor debt experiment data, with virtually identical match rates for

G20z IMdy 9| uo 1senb Aq LZe££6//.81 L/2/0Y L/81onle/elb/woo dno-ojwspeoe//:sdiy woly pspeojumoq


https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data
https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data
https://academic.oup.com/qje/article-lookup/doi/10.1093/qje/qjae045#supplementary-data

1208 THE QUARTERLY JOURNAL OF ECONOMICS

treatment and control.!* After the intervention, the treatment ac-
counts no longer appear on credit reports, with the control group
following three quarters later when the debt collector ceased re-
porting (see Online Appendix Figure A8, Panel A).1%

IV. DataA

IV.A. Collections Account Data

The debt collector provided us with a data set that includes
the amount owed, information on the debtor (name, date of birth,
Social Security Number, address, and phone number), and limited
information on the underlying medical service (date and name of
medical facility) for each account in each wave of the hospital and
collector debt experiments. For people in the hospital debt sample,
we also observe health insurance status.

We measure the effect on future medical debt accrual in the
hospital debt sample using the wave structure of this experi-
ment.'® We construct a “future medical debt” measure, defined as
the sum of medical debt appearing in the collections account data
in waves subsequent to initial treatment assignment (i.e., the first
wave in which the debtor appears). Due to the wave structure of
the data, this measure incorporates more post-periods for people
who initially appear in earlier waves. We also construct separate
future medical debt measures by whether the associated medi-
cal service occurred before or after initial treatment assignment,
which allows us to distinguish whether future debt accrual re-
flects changes in debt repayment versus changes in healthcare
utilization.

IV.B. Credit Bureau Data

We linked persons in the hospital and collector debt experi-
ments to credit bureau records from TransUnion, one of the three

14. As noted, the debt collector placed debt with several third parties that
take responsibility for outreach and collections, and the partial reporting could be
explained by selective reporting by some of these third parties.

15. We obtain a similar match rate for wave 2 of the collections account data,
but control-group reporting only continues for a single quarter after the interven-
tion (see Online Appendix Figure A8, Panel B). Therefore, we focus on wave 1 here
but show results for wave 2 in the Online Appendix for completeness.

16. We cannot measure future debt accrual for participants in the collector
debt experiment since the two waves are not drawn from a consistent underlying
population.
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nationwide credit reporting agencies. The linking was conducted
by TransUnion and returned as a fully depersonalized data set
with no means to link back to the original sample. We purchased
quarterly credit records for our study sample for the period span-
ning March 2017 to December 2021, which captures at least four
quarters before to four quarters after treatment assignment. We
also purchased a nationally representative random sample of
credit reports to contextualize our study sample.

TransUnion linked persons to their credit reports using
names, addresses, dates of birth, phone numbers, and Social Se-
curity Numbers. We were unable to consistently match 6.2% of
persons in the study sample and excluded them from the analysis
of credit bureau data.!”

TransUnion collects information from lenders, debt collec-
tors, and public records on consumer debts. We analyze credit
report outcomes across six preregistered domains: financial dis-
tress, debt in collections, bankruptcy, access to credit, and unse-
cured and secured borrowing. Online Appendix A.4 provides more
detail on the construction of these variables.

IV.C. Survey Data

We contracted NORC at the University of Chicago to con-
duct a multimodal survey of the hospital debt sample to collect
information on mental and physical health, healthcare utiliza-
tion, and financial wellness. We provide a brief overview of the
survey methodology and survey instrument here; more detail is
available in Online Appendix A.3. The full survey instrument is
provided in Online Appendix G.

The surveys were sent to a subset of the hospital debt sam-
ple who entered the study after September 2019 (waves 6-18) and
owed at least $500 in medical bills to the collection agency in their
initial wave. We imposed these restrictions because we expected
that reducing the lag between debt relief and the survey and pri-
oritizing those with larger debt amounts would increase the like-
lihood of detecting effects. Of this sample, we randomly selected
14,922 individuals to receive the survey protocol. This sample size

17. Of the 13,189 unmatched people in the combined study sample, 7,222 are
in the hospital debt sample (9.5% of that sample) and 5,967 are in the collector
debt sample (4.4% of that sample). The unmatched rates are virtually identical
in the treatment and control groups within the hospital debt sample (9.6% versus
9.5%) and collector debt sample (4.3% versus 4.4%).
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was chosen because it exhausted our budget. The survey protocol
was conducted in two rounds: the first from November 2020 to
February 2021, and the second from June to September 2021.

To develop our survey protocol, we started with the inten-
sive protocol in Baicker et al. (2013), which asked a similar set
of questions to a demographically similar study population. We
modified our protocol based on discussions with NORC survey ex-
perts and two pilot surveys (with outreach to 1,000 and 3,000 sub-
jects), where we tested survey modalities and experimentally var-
ied the amount of up-front and completion payments. NORC ran
all addresses on file through the USPS address validator tool and
TransUnion’s TLOxp service to verify and update addresses, as
well as to obtain phone numbers and up to five email addresses
per respondent. Contact information was updated using these
tools once before commencing the survey protocol and again be-
fore sending the paper version of the survey. In all communica-
tions, persons were told they would receive a $50 incentive for
completing the survey.

The final survey protocol spanned 13 weeks. Survey subjects
were first contacted via postal mail and email, both of which in-
cluded a personalized web link to the survey and simple instruc-
tions for accessing the survey via any device. The mailed invi-
tation (see Online Appendix Figures A9 and A10) was sent in a
colored 6” x 9” envelope and included a $2 up-front payment to
attract attention. Throughout the protocol, individuals received
twice-weekly email reminders (cycling through available email
addresses) and reminder postcards every other week via postal
mail. In the fourth week, individuals received a follow-up mailer
via postal mail. In the fifth week, individuals were mailed the full
survey instrument along with a prepaid return envelope and a
$5 up-front payment via FedEx-certified mail. Between the sixth
and twelfth weeks, trained U.S.-based call center workers con-
tacted individuals by telephone and gave them the opportunity
to complete the survey verbally. If subjects were not interested in
completing the survey over the phone, they were invited to pro-
vide their email address, asked for consent to receive survey in-
vitations via text message, and offered a new paper copy of the
survey to be sent via mail. Subjects received a final “last-chance”
mailer via mail in the eleventh week before the survey closed.

The survey instrument was titled “Health and Financial
Wellness Study” and made no reference to RIP Medical Debt to
avoid priming subjects about medical debt. It included questions
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that allowed us to measure the respondent’s financial situation
(including medical bills and any medical debt relief), healthcare
utilization, mental and physical health, and demographics. We
measured depression and anxiety using the clinically validated
PHQ-8 and GAD-7 screens, and the PHQ-8 was our primary pre-
registered outcome.

On average, respondents completed the survey 13 months
after treatment assignment (interquartile range of 10-17
months)—and the commencement of control-group debt collection
activities—and 29 months after receiving the care that incurred
the debt (interquartile range of 24-34 months). The survey re-
ceived a 19.4% response rate among the 14,922 individuals se-
lected to be contacted. Of these, 68% responded via web survey,
10% responded via telephone interview, and 23% responded via
mail survey.

Our response rate is similar to the 18% response rate in
Deshpande and Dizon-Ross (2023), which used a protocol with
several mailings and a follow-up phone call to survey households
with children receiving Social Security Income in 2022, but lower
than the 50% effective response rate in Finkelstein et al. (2012),
which used a protocol similar to ours to survey potential Medicaid
recipients in 2009. The lower response rates in our study and in
Deshpande and Dizon-Ross (2023) likely reflect a broader trend
of declining survey response rates over time.'® They likely also
reflect differences in study populations (e.g., individuals with un-
paid medical bills may be more likely to ignore mail and phone
calls and be less likely to respond to surveys). In Section VI, we
conduct several checks of external validity and find no evidence of
differential effects for persons less likely to respond to the survey.

IV.D. Summary Statistics

Table I, columns (1)-(4) present summary statistics for the
hospital and collector debt samples, the survey outreach sub-
sample, and survey respondents. Columns (5) and (6) present

18. Gallup and Pew have seen telephone survey response rates decline from
roughly 30% in the late 1990s to less than 10% more recently (Marken 2018;
Kennedy and Hartig 2019). Williams and Brick (2018) documented fairly large de-
clines in response rates in face-to-face surveys, despite offsetting increases in sur-
vey effort. Mathematica has documented declines in the response rates of seven
surveys sponsored by the Department of Health and Human Services (Czajka and
Beyler 2016).
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statistics for a nationally representative sample from Trans-
Union, unconditionally and conditional on having medical debt
in collections. The average person in our study samples is in
their early forties and more likely to be female than male. Among
survey respondents, 43.7% are non-Hispanic white, 30.9% are
Hispanic (any race), and 18.8% are Black. Online Appendix Table
A8 compares the demographics of our survey respondents to
the national population. Our respondents are more likely to be
female, nonwhite, and low-income than the national population.
They are also less likely to be elderly, consistent with financial
protection from Medicare (Goldsmith-Pinkham, Pinkovskiy, and
Wallace 2023).

Credit scores for our study samples are low, a natural re-
sult of selection on medical indebtedness. For instance, the av-
erage credit score of 575 for the hospital debt sample (Table I,
column (1)) falls at the 20th percentile of the national distri-
bution (column (5)) but only the 60th percentile of the national
distribution of persons with medical debt (column (6)). Approx-
imately 62.9% of our study sample has medical debt reported
to the credit bureaus, compared with 17.6% of the nationally
representative sample. The study samples also have roughly an
order of magnitude more medical debt in collections and to-
tal debt in collections than the nationally representative sam-
ple. Our study samples have less total debt (including mort-
gage, credit card, and auto loan balances, as well as other trade
lines), primarily because they are less likely to have a mort-
gage.

As mentioned, survey outreach was restricted to people in the
hospital debt sample that owed more than $500 in medical debt
to the collection agency (and who were first observed in waves
6—18). Accordingly, the survey outreach sample (column (2)) has
worse credit bureau outcomes than the full hospital debt sample
(column (1)), although the differences are small relative to the
differences between the study sample and the nationally repre-
sentative sample. Relative to the survey outreach sample, survey
respondents (column (3)) have slightly better credit bureau out-
comes, although these differences are similarly small in magni-
tude. Still, the differences between the survey outreach and re-
spondent samples motivate sensitivity analysis to probe the ex-
ternal validity of our findings.
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The collector debt sample (column (4)) has moderately worse
credit bureau outcomes than the hospital debt sample (column
(1)), likely because persons with older medical debt are more neg-
atively selected than those with younger medical debt.

V. EMPIRICAL FRAMEWORK

V.A. Baseline Regression Specification

We estimate the average effect of debt relief on outcome y
with OLS regressions of the form:

(1) Yie = BTis +vi + ariye + it

where i indexes persons, ¢ indexes calendar quarter, 7;, is an in-
dicator that turns on for persons randomly assigned to debt re-
lief in the posttreatment period (and is otherwise zero), and y;
are person fixed effects. Since the probability of treatment assign-
ment is not uniform across waves and strata, we also control for
randomization-group-by-time-period fixed effects, () ;, to isolate
the experimental variation.!® We restrict the sample to include
four pretreatment quarters and the fourth quarter after treat-
ment assignment so the coefficient of interest, 8, captures the
average effect of debt relief on the outcome four quarters after
treatment.?? We cluster the standard errors at the person level.
For analysis of the collections account and survey outcomes,
where we have a single outcome period, we estimate specifications
that exclude individual fixed effects and include a randomiza-
tion group fixed effect, «,(;), without the time-period interaction.
Across all of our data sets, we estimate alternative specifications
where we control for demographics and baseline financial charac-
teristics from the collections account and credit bureau data (and

19. For the hospital debt experiment analysis of collections account and credit
bureau data, we control for fixed effects for the full interaction of the 18 experi-
mental waves and time period. For the hospital debt experiment analysis of survey
data, the probability of surveying also varies across survey waves, so we control
for the full interaction of experiment wave, survey wave, and time period. For the
collector debt experiment, the probability of treatment varies across waves and
strata, so we control for the full interaction of experiment wave, stratum, and
time period.

20. We exclude quarters [0, 3] relative to treatment to avoid averaging pre-
treatment periods for some of the outcome variables which include 12-month look-
back periods.
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exclude individual fixed effects). These specifications are outlined
in Online Appendix C.1.

For our analysis of secondary outcomes, we adjust the p-
values to account for multiple testing in each prespecified domain
of outcome variables. Specifically, we report p-values that adjust
for multiple testing using the free step-down resampling method
of Westfall and Young (1993), along with standard unadjusted
p-values for reference. See Anderson (2008) for details on this ap-
proach and Finkelstein et al. (2012) for an application.

We examine treatment-effect heterogeneity across four pre-
registered baseline characteristics: the amount of medical debt el-
igible for relief, the age of the person, the age of the debt (the time
span between the medical service and the intervention), and the
amount of other debt in collections on the person’s baseline credit
report. To do so, we assign persons to quartiles of each charac-
teristic and fully interact indicators for those quartiles with the
treatment indicator, T;;, and randomization-group fixed effects,
o) -2t This analysis is discussed in detail in Online Appendix
C.2.

To analyze the awareness subexperiment, we replace the sin-
gle treatment indicator in equation (1) with separate indicators
for treated persons who were randomly assigned to be called and
those who were not.

V.B. Credit Reporting Specification

For a subset of accounts in the collector debt experiment, we
observed credit reporting prior to the intervention for the treat-
ment and control group, and for three quarters post-intervention
for control-group accounts that were not relieved (see Section
ITI.C for details). Using this sample, we estimate the impact of
debt relief using regressions of the form:

(2) Yit = /3171promng + ﬁﬂzlto’repmmg + Vi + o) + i,

rti ti ST
where T/;7""€ and T'/~"*P""""¢ are separate treatment indicators
for periods when medical debt is visible or no longer visible on

21. The treatment effects from the fully interacted specification are identical
to the treatment effects from estimating the main specification separately for each
quartile. We estimate the effects jointly so we can test for differences across quar-
tiles. For heterogeneity by other debt in collections, we split the sample into those
with no other debt in collections and terciles conditional on positive other debt in
collections.
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control-group credit reports, respectively. As before, y; are person
fixed effects, and «,(;; are fixed effects at the level of the random-
ization group fully interacted with calendar quarter.

To examine time trends in the credit reporting effects, we sep-
arately estimate event-study specifications, which allow the treat-
ment effect to vary flexibly by quarter but are otherwise identical
to the above specification:

3) yie= > BT+ vi + e + 6.
141

For our credit reporting analysis, we restrict the sample to
the period that spans from four quarters before the intervention
(2017 Q2) to four quarters after the end of control-group reporting
(2019 Q4).

V.C. Balance

Tables II and III examine the balance of baseline character-
istics for each of our experimental samples. For each outcome,
we report the control-group mean and the difference between
the control- and treatment-group means, recovered by estimat-
ing equation (1). In Table II, we analyze balance on demographics
and collections account outcomes in the first wave we observe the
person. Table ITI shows the balance on the credit bureau outcomes
measured in the quarter before treatment assignment. We addi-
tionally show the balance on covariates within each heterogeneity
split in Online Appendix Tables A9-A32.

The results confirm random assignment in the hospital debt,
survey outreach, and collector debt samples. All p-values are
greater than .05, and the F-tests fail to reject the null that the
differences are jointly zero.

The survey response sample (columns (5) and (6)) reflects bal-
ance in both survey outreach and response rates. There is no ev-
idence of differential selection into response based on observable
characteristics, with none of the p-values below .05 and an in-
significant F-test. We observe a 1.3 percentage point higher re-
sponse rate for the treatment group than the control group (sec-
ond to last row). Although this difference is not statistically signif-
icant at conventional levels (p-value of .056), it motivates sensitiv-
ity analysis of whether differential selection into survey response
might affect our results. We discuss this analysis after presenting
our main results.
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VI. RESULTS

VI.A. Credit Bureau Outcomes: Hospital and Collector Debt
Experiments

Table IV reports the average effects of debt relief on credit
bureau outcomes for our hospital and collector debt experiments,
estimated via our baseline specification (equation (1)). For brevity,
we exclude several prespecified outcomes from the table; these are
shown in Online Appendix Table A33.

Columns (1)—(3) report treatment effects for the hospital debt
sample. The first row of Panel A reports the effect on the number
of accounts past due (> 30 days past due), our prespecified pri-
mary outcome for the credit bureau analysis. Debt relief has a
statistically insignificant —0.01 average effect on the number of
accounts past due (relative to a control mean of 1.20 accounts).
In cross-sectional analysis, we show that people with no medical
debt have 0.5 fewer accounts past due than those with medical
debt (Online Appendix Table A6). We can reject effects outside of
a —0.04 to 0.02 range with a 95% confidence interval.

Table IV also reports effects on alternative measures of fi-
nancial distress. Consistent with the null effects on delinquency,
we estimate fairly precise null effects on the number of accounts
in default (> 90 days past due, second row of Panel A), the dollar
value of balances past due and in default (remainder of Panel A),
the number and dollar value of debts sent to collections (Panel
B), and whether the individual filed for bankruptcy in the prior
12 months (Panel C).

The remaining panels report the effects of debt relief on
credit access and utilization. Panel D shows no effect on credit
access, measured by whether the person has a credit score, their
credit score conditional on having one, and their combined credit
card limit. Panel E shows no effect on credit card and auto-loan
borrowing. The estimates are statistically insignificant and eco-
nomically small. For example, a 95% confidence interval rejects
an effect on credit card balances outside of —$42 to $47 (relative
to a mean of $1,481) and rejects an effect on auto-loan balances
outside of —$235 to $148 (relative to a mean of $8,020).

Columns (4)-(6) report treatment effects for the collector debt
sample. Treated individuals in the collector debt sample received
relief for medical debts that were typically 7.0 years old, as com-
pared with 1.3 years old for the hospital debt sample. Consistent
with the hospital debt sample, we find null effects for this sample.
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We estimate similarly precise null effects in two alternative
specifications that exclude the person fixed effects, one of which
simply excludes them and the other of which replaces them with a
rich set of controls (see Online Appendix Tables A34 and A35). We
examine potential heterogeneity by quartiles of medical debt eli-
gible for relief, age of debt, age of the person, and amount of debt
in collections on credit reports, and find no meaningful effects for
the subgroups defined by these variables (see Online Appendix
Tables A36—A43). Online Appendix C.1 and C.2 provide a compre-
hensive discussion of the sensitivity and heterogeneity analyses.

VI.B. Credit Bureau Outcomes: Credit Reporting Subexperiment

Table V shows the effect of debt relief for our credit reporting
subexperiment, where control-group accounts were reported for
three quarters following treatment assignment but then removed.
The effects are estimated separately for the three quarters with
control-group reporting and the four subsequent quarters with
no reporting (equation (2)). Figure II shows corresponding event-
study figures that allow the treatment effect to vary flexibly over
time (equation (3)).

Table V, Panel A shows effects for the full credit reporting
subsample. During the period with control-group reporting, med-
ical debt relief reduces the count of medical debts in collections
by 1.00 (p-value < .001) and the dollar amount of medical debt in
collections by $1,215 (p-value < .001; 29% of the control mean of
$4,147). When there is no longer control-group reporting, the ef-
fects return to zero. These patterns are clearly seen in the event-
study plots shown in Figure II.

When there is counterfactual reporting, debt relief reduces
the share of persons with a credit score by 4.2 percentage points
(p-value < .001) relative to a control mean of 98.1% (Table V,
Panel A). Medical debt relief raises credit scores by an econom-
ically small 3.4 points (p-value of .021) among persons in the
balanced panel who have credit scores in all periods. Both ef-
fects drop to zero once control-group reporting ends, as shown
in Figure II. These results indicate that the reporting of medi-
cal debt allows the credit bureaus to “score” people who would
otherwise have too little information for their scoring algorithms
and modestly raises credit scores for those who would always be
scored.
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FiGUre II
Effects of Debt Relief in the Credit Reporting Subsample

The figure reports an event study of the effect of medical debt relief on credit bu-
reau outcomes for the credit reporting subexperiment, estimated using equation
(3) and observations from four quarters before the intervention (2017 Q2) to four
quarters after the end of the control-group reporting period (2019 Q4). The first
dashed red line (color version available online) denotes the intervention date and
the second dashed red line denotes the end of control-group reporting. Blue mark-
ers represent point estimates and the blue bars represent 95% confidence inter-
vals. Control means are estimated using data from 2018 Q2.
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The on-impact increase in credit scores is accompanied by a
gradual increase in credit limits, illustrated in Figure II, Panel
E. During the three quarters with control-group reporting, credit
limits increase by $155 (p-value of .038; 8% of the control mean
of $1,953). This increase grows to $340 (p-value of .010; 15.3% of
the post-reporting control mean of $2,231) in the four subsequent
quarters. The event-study coefficients show that the effect grows
approximately linearly over the five quarters post-intervention
before leveling out, consistent with control-group credit limits
starting to grow three quarters after the intervention, when the
debt collector ceased control-group reporting.

The effects on having a credit score and credit scores condi-
tional on having one are concentrated among those with no other
debt in collections. Table V, Panels B and C show results split by
whether the person had other debt in collections in the quarter
prior to the intervention. During the period with control-group re-
porting, the improvement in credit scores is 13.8 points (p-value of
.008) for those with no other debt in collections versus 1.2 points
(p-value of .440) for those with other debt in collections. For per-
sons with no other debt in collections, the subsequent increase in
credit limits is a fairly large, but somewhat imprecise, $922 (23%
of the control mean, p-value of .070). For persons with other debt
in collections, this effect is a smaller $177 increase (10% of the
control mean, p-value of .123). The event-study plots shown in
Online Appendix Figures A11 and A12 illustrate this heterogene-
ity.

In Online Appendix C.3, and corresponding Online Appendix
Tables A44-A46, we examine the effect of debt relief on the other
main credit bureau outcomes, including measures of borrowing
and financial distress, for the credit reporting subsample. We do
not find any effect on these outcomes, either for the full subsample
or when we split the sample by whether the person had other debt
in collections.

Taken together, these results indicate that medical debt relief
has a modest positive impact on credit access in the presence of
reporting to the credit bureaus, with larger effects for those with
no other debt in collections. However, these effects are too small
to generate noticeable changes in borrowing or financial distress.
These results are relevant for the effects of medical debt relief
in previous periods where reporting was common. While cur-
rent or future medical debt relief may not deliver these benefits
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TABLE VI

EFFECTS OF DEBT RELIEF ON FUTURE MEDICAL DEBT IN THE HOSPITAL DEBT
EXPERIMENT

Control mean  Treatment effect  p-value

(1) (2) 3)
Panel A: Full sample
Amount of debt ($) 207.55 15.02 .038
(7.23)
At least some debt (%) 16.21 1.07 .003
(0.36)
Panel B: Pre-relief medical services
Amount of debt ($) 189.17 13.65 .046
(6.85)
At least some debt (%) 15.27 1.03 .003
(0.35)
Panel C: Post-relief medical services
Amount of debt ($) 20.37 2.22 342
(2.34)
At least some debt (%) 1.82 0.09 .505
(0.13)
Panel D: Sample size
Observations’ 58,875 13,740

Notes. The table presents the effects of medical debt relief on “future medical debt” as measured by (i)
the probability of having medical bills sent to collections after initial treatment assignment and (ii) the
balances of future medical debt for the hospital debt experiment. Column (1) reports the control means,
column (2) reports the treatment effects with robust standard errors reported in parentheses, and column (3)
contains p-values. Panel A presents effects for any future medical debt; Panel B presents effects for future
medical debt with a service date before the wave of initial treatment assignment; Panel C presents effects for
future medical debt with a service date after the wave of initial treatment assignment. Treatment effects are
estimated as outlined in Section V.A.

t Sample sizes for control and treatment groups are reported in the Control mean and Treatment effect
columns, respectively.

(unless the relief is precisely targeted to the small share of per-
sons with ongoing credit reporting), the results also speak to the
partial equilibrium effects of the CFPB agreement with the credit
bureaus to stop displaying many types of medical debt on credit
reports (CFPB 2023a).

VI.C. Collections Account Outcomes

Table VI reports the effect of medical debt relief on the ac-
crual of future medical debt at the hospital system our debt col-
lector partnered with for our experiment. We conduct this analy-
sis using the first 17 waves of the hospital debt experiment and
define future medical debt using appearances in the collections
account data subsequent to the initial wave in which a person
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appears. We did not consider using the data in this manner when
designing the study and did not preregister this analysis.

Panel A shows that medical debt relief caused a $15 increase
in the amount of debt sent to collections (7.2% of the control mean
of $208) and a 1.1 percentage point increase in the probability
of having an unpaid medical bill sent to collections (6.6% of the
control mean of 16.2%). Both outcomes are statistically significant
at the 5% level.

The increase in future medical debt could result from reduced
payments for services already received or from greater utilization
of future medical care. Panel B shows that the vast majority of the
increased debt accumulation is associated with pre-relief medi-
cal services (which can only result from a change in repayment
behavior). Panel C shows statistically insignificant increases in
future medical debt associated with post-relief medical services
(which reflect a combination of changes in healthcare use and re-
payment). Because the control means are small, we cannot rule
out meaningful proportional effects on medical debt associated
with post-relief services. The results imply that reduced payment
of existing bills is responsible for the increase in debt sent to col-
lections that we observe, and we cannot rule in or rule out effects
on healthcare utilization.

Online Appendix Table A48 reports effects on future medical
debt by quartile of medical debt eligible for relief. The effects gen-
erally increase with the amount of eligible medical debt, both in
levels and in proportion to the control-group mean. Medical debt
relief increases future debt accrual by $36 (13.0% of the $280 con-
trol mean) for those in the top quartile of baseline collector debt
versus $5 (3.7% of the $147 control mean) for those in the bot-
tom quartile. As in the baseline analysis, the effects are almost
entirely driven by pre-relief medical services.

In Online Appendix C.1 and C.2, we examine the sensitivity
of our findings to controlling for baseline characteristics and test-
ing for heterogeneity by the age of the debt, the age of the debtor,
and baseline debt in collections reported to the credit bureaus (see
corresponding Online Appendix Tables A49-A52). The results are
robust to controls, and none of the heterogeneity analyses yield
notable results.

The reduced payment of existing medical bills is consis-
tent with an expectations mechanism where beneficiaries re-
duce payments because they anticipate greater future debt relief.
This effect is also consistent with a confusion mechanism where
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patients incorrectly believe the debt relief applied to non-relieved
bills. Such confusion seems plausible, as a patient needed to check
the account number and date of service on their debt-relief letter
(see Online Appendix Figure A7) to determine which bills were
relieved. Alternatively, or in addition, this effect could arise if pa-
tients target a certain level of indebtedness, as modeled in Dobkin
et al. (2018). In this framework, patients whose debt is relieved
have more room in their debt budgets and reduce their repayment
of existing bills. Each of these mechanisms is consistent with the
heterogeneous effects we document.

VI.D. Survey Outcomes

Table VII shows the average effects of debt relief on prespec-
ified survey outcomes. Our primary outcome is an indicator for at
least moderate depression, as measured by the PHQ-8. In cross-
sectional analysis of the 2022 MEPS, persons without medical
debt have an 8.9 percentage point lower rate of depression (as
measured by the PHQ-2) than persons with medical debt (see
Online Appendix B). In our expert survey, the median respon-
dent predicted a 7.0 percentage point reduction in depression (8.0
percentage points if we weigh by confidence in their answers).

Table VII, Panel A shows no detectable effect on depression.
Debt relief raises the share with at least moderate depression by
a statistically insignificant 3.2 percentage points (p-value of .097)
relative to a mean of 45.0%. A 95% confidence interval allows us
to reject a reduction in depression of more than 0.6 percentage
points.

The effects of debt relief on related mental health, subjective
well-being, and general health mirror those for depression. The
second and third rows of Table VII, Panel A show the average
effects on whether the person had at least moderate anxiety on
the GAD-7 and whether they reported being sometimes stressed.
Similar to the depression measure, we estimate statistically in-
significant increases of 1.6 percentage points (adjusted p-value of
.392) for anxiety and 2.7 percentage points (adjusted p-value of
.158) for stress. Table VII, Panels B and C show statistically in-
significant reductions of 2.7 percentage points (p-value of .161) for
subjective well-being (at least “pretty happy”) and 2.6 percentage
points (p-value of .188) for general health (at least “good health”).

We do not detect meaningful effects on healthcare utiliza-
tion (Table VII, Panel D). Debt relief causes a statistically
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TABLE VII
EFFECTS OF DEBT RELIEF ON SURVEY OUTCOMES

Control mean Treatment effect  p-value

(1) (2) (3)
Panel A: Mental health
At least moderate depression (%)" 44.95 3.23 [.097]
(1.94) —
At least moderate anxiety (%) 40.07 1.63 [.395]
(1.92) {.392}
At least sometimes stressed (%) 76.53 2.72 [.093]
(1.62) {.158)
Panel B: Subjective well-being
At least pretty happy (%) 54.33 —2.72 [.161]
(1.94) —
Panel C: General health
At least good health (%) 53.83 —2.56 [.188]
(1.94) —
Panel D: Healthcare utilization
Had all needed healthcare (%) 56.66 —2.37 [.220]
(1.93) {.310}
Had all needed RX (%) 71.92 —2.42 [.170]
(1.77) {.310}
Panel E: Financial distress
Had trouble paying other bills (%) 60.82 3.53 [.061]
(1.88) {.150}
Cut back spending (z-score) 0.00 —0.0003 [.993]
(0.04) {.994}
Increased borrowing (z-score) 0.00 0.03 [.381]
(0.04) {.558}
Panel F: Sample size
Observations’ 1,802 1,086

Notes. The table presents the effects of medical debt relief on self-reported health and financial-distress out-
comes in the survey respondent sample (a subset of the hospital debt sample). Column (1) reports the means
for control-group respondents. Column (2) reports the treatment effects for treatment-group respondents,
with robust standard errors reported in parentheses. Column (3) reports unadjusted and multiple-inference-
adjusted p-values in square and curly brackets, respectively. Multiple-inference adjustment is performed
using the Westfall and Young (1993) method by domain. Estimates are computed as outlined in equation (6)
in the Online Appendix.

+ Primary prespecified outcome.

+ The sample sizes for control and treatment groups are reported in the Control mean and Treatment effect
columns, respectively.

insignificant 2.4 percentage point reduction in the probability of
receiving all needed healthcare in the past 12 months (relative
to a control mean of 56.7%), and we can reject an effect outside
of —6.2 to 1.4 percentage points with a 95% confidence inter-
val. We estimate a statistically insignificant 2.4 percentage point
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reduction in the probability of receiving all needed prescription
medicines over the past 12 months (relative to a control mean of
71.9%) and can reject an effect outside of —5.9 to 1.0 percentage
points with a 95% confidence interval.

We find no systematic evidence of effects on financial distress
(Table VII, Panel E), consistent with the analysis of the credit
bureau data. Debt relief causes a statistically insignificant 3.5
percentage point increase in whether individuals had trouble pay-
ing other bills (adjusted p-value of .150). Our survey asks multi-
ple questions about whether the respondent cut back their spend-
ing or increased their borrowing. We construct inverse standard
deviation indices that separately combine responses to these sets
of questions and estimate fairly precise null effects on these out-
comes.

In Online Appendix C.5 and C.6, we present additional anal-
yses to probe the internal and external validity of our findings.
Recall that treated persons were a statistically insignificant 1.3
percentage points more likely to respond to our survey. We ex-
amine internal validity to differential response rates with alter-
native specifications that (i) saturate the regression with observ-
able controls and (ii) adjust the sample using speed to respond
to the surveys (i.e., time between outreach and response) as a
proxy for the unobserved propensity to respond. Online Appendix
Table A53 shows that neither exercise has a noticeable effect on
our estimates, giving us confidence in the internal validity of our
findings.

To examine the external validity of our results to survey
nonrespondents, we test for heterogeneous effects based on (i)
the predicted response propensity from a logistic regression of
a response indicator on baseline characteristics and (ii) proxy-
ing for the unobservable response propensity with speed to re-
spond to our survey. Although these exercises are inherently
limited in their ability to reveal differences for nonrespondents,
Online Appendix Table A54 indicates that neither exercise pro-
vides any evidence to suggest that our main findings are not ex-
ternally valid. As another test, Online Appendix Tables A55 and
A56 compare the credit bureau effects for the hospital debt ex-
periment sample to those for the survey outreach and survey re-
spondent samples, respectively. We find similar treatment effects
across these groups.

We prespecified heterogeneity analyses by medical debt eli-
gible for relief, age of debt, age of the debtor, and amount of debt
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in collections on their credit report. Shown in Online Appendix
Tables A57-A60, we estimate null effects for each heterogene-
ity split except the effects on mental health outcomes for the top
quartile of medical debt eligible for relief. For this quartile, we es-
timate a large and statistically significant 12.4 percentage point
increase in depression (p-value of .002) relative to a control mean
of 45.9%, and similar patterns for anxiety, stress, subjective well-
being, and general health.

1. Awareness. The effect of medical debt relief can be
thought of as operating through two channels: (i) the removal of
medical debt, which eliminates any associated collections activ-
ity, credit reporting, and debt repayment; and (ii) the knowledge
of the charitable intervention.

To measure knowledge and recall of the intervention, our sur-
vey asked subjects whether they had medical debt forgiven in the
prior 18 months and, if so, how much medical debt was relieved.
The questions did not mention RIP to avoid priming survey re-
spondents. Online Appendix Table A61 shows that treated indi-
viduals are 16.1 percentage points more likely to report debt for-
giveness (p-value < .001) relative to the control mean of 8.1%.
Treated persons also report having three times more debt for-
given than the control group.

To explore the role that awareness and salience of the inter-
vention play in mediating the treatment effects, we randomly se-
lected a subset of treated persons in the hospital debt experiment
to receive telephone calls in addition to the notification letters (de-
scribed in Section III). Online Appendix Table A61 indicates that
persons assigned to follow-up calls were 18.0 percentage points
(p-value < .001) more likely than control persons to report re-
ceiving debt forgiveness. Online Appendix Table A62 shows no
statistically significant differences in treatment effects for those
who were assigned to receive phone calls versus those who were
not. However, given the incomplete phone call contact rates, we
caution against drawing strong conclusions from these results.

VII. DisCcUSSION

There are three key sets of results: (i) a modest improvement
in credit access for persons whose debt would have otherwise been
reported to the credit bureaus, but no credit-market effects for all
others; (ii) a reduction in payments of other existing medical bills;
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and (iii) no average effects on survey measures of mental and
physical health, healthcare utilization, and financial wellness.

The direction of the credit-score effects for persons with coun-
terfactual credit reporting is not surprising, but the magnitude of
the score increases and knock-on effects on credit access and fi-
nancial distress were a priori uncertain. The small average effects
on both credit scores and credit limits, with larger effects among
those with no other medical debt in collections, indicate that med-
ical debt relief can meaningfully improve credit access when tar-
geted at people with otherwise clean credit reports. However, the
null effects on other outcomes suggest that medical debt relief is
unlikely to ameliorate other forms of financial distress.

In recent years, medical debt has become significantly less
visible on credit reports as debt collectors reduced their report-
ing and the credit bureaus stopped reporting some debts. The re-
sults from the credit reporting subexperiment speak to the prior
regime, while the overall null results are relevant for the current
regime with limited reporting. The results from the credit report-
ing subexperiment also point to the (partial equilibrium) effects
of the credit bureaus’ decision to cease reporting many types of
medical debt on credit reports (CFPB 2023a).

In theory, medical debt relief could increase or decrease pay-
ment of other medical bills. The reduced payments are consistent
with an expectations mechanism in which people anticipate addi-
tional debt relief in the future, a targeting mechanism in which
patients tolerate a certain level of indebtedness (as modeled in
Dobkin et al. 2018), or a confusion mechanism in which recipients
of debt relief inaccurately believe that other medical bills were
forgiven.?? The results reject the view that relief could increase
payments through an income effect or by leaving additional re-
sources in a mental account for medical bills (a “flypaper” effect;
Katz 2023).

The null effects on the survey measures of mental and physi-
cal health, healthcare utilization, and financial wellness contrast
with the predictions from our expert survey. They also contrast
with the expectations of proponents of medical debt relief, who
have pointed to the strong associations between medical debt and
negative outcomes in the prior literature to support their efforts.

22. We note that the notice letter (Online Appendix Figure A7) explicitly
states “the forgiveness is for this outstanding bill only” and “we have not forgiven
any other medical debt you might owe.” However, we do not know if this statement
was internalized by the recipients of debt relief.
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Why are the causal effects we estimate so much smaller than
experts and proponents expected? There are several plausible ex-
planations. Medical debt might not impose a substantial burden
on the average person targeted by these policies, implying limited
benefits from relieving it. The amount of debt relief might be too
little relative to recipients’ overall financial situation to have a
detectable effect. The debt relief may have occurred too late af-
ter the precipitating medical event, outside of the window when
there is high demand for follow-up healthcare and after people
have become habituated to the stress of debt collections.

The evidence from Adams et al. (2022) showing that hospi-
tal financial assistance yields substantial benefits suggests that
medical debt does impose a burden that can be addressed by im-
mediate relief. We designed our hospital debt experiment to re-
lieve debt at the moment it is sent to collections (15 months after
the medical service on average), much closer to the time of origi-
nation than RIP’s historical debt relief activity and the bulk of the
publicly funded debt relief proposals. It is possible that an earlier
intervention may have been more effective.

As noted in Section VI.D, we found a statistically significant
detrimental effect on depression for persons in the fourth quartile
of debt eligible for relief. We did not find statistically significant
effects on depression for any of the other 15 groups we examined
in prespecified heterogeneity analysis, so this result may be a sta-
tistical fluke. Even so, the result is reminiscent of Jaroszewicz
et al. (2023), who document significant reductions in psychologi-
cal well-being among recipients of unconditional cash transfers;
they propose a mechanism where the cash raises the salience of
recipients’ financial deprivation without addressing their needs.?
Alternatively, the increase in depression could be driven by the
stigma of receiving charity (Moffitt 1983; Atkinson 1987), partic-
ularly given that the recipients of debt relief in our experiment
did not request assistance. While this result warrants follow-up

23. The concentrated effects among those with the largest amount of debt
relief could reflect greater baseline financial distress among these persons and,
thus, greater insufficiency of the debt relief. Online Appendix Table A36 shows
that control-group persons in the top quartile of relief-eligible medical debt have
$5,636 of debt in collections, on average, versus $2,977 for those in the bottom
quartile. Though mostly insignificant, Magnuson et al. (2024) find a similar in-
crease in parental psychological distress in an unconditional cash-transfer exper-
iment with low-income mothers.
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study, we do not think it should be given undue weight in an as-
sessment of our findings.

VIII. CONCLUSION

Concern about the burden of medical debt has prompted pri-
vate donors and local governments to spend over $100 million
buying and relieving billions of dollars of medical debt. We ana-
lyze two randomized experiments that relieved medical debt with
a face value of $169 million across 83,401 people, focusing on
downstream medical debt that had been sent to collections by
the healthcare provider. We arrive at three key sets of results.
First, debt relief has no average effect on financial outcomes but
modestly increases credit access for people whose medical debt
would have been counterfactually reported to the credit bureaus.
Second, debt relief reduces repayment of existing medical bills.
Third, debt relief has no average effect on survey measures of
mental and physical health, healthcare utilization, and financial
well-being.

Our findings contrast with the expectations of proponents of
medical debt relief, who have pointed to the strong associations
between medical debt and negative outcomes in the prior litera-
ture to support their efforts. They are also at odds with the views
of experts and with the self-reported assessments of recipients of
medical debt relief. In a survey conducted by RIP Medical Debt
(2023) of persons with medical debt, 60% of respondents reported
that medical debt negatively affected their mental health, and
42% reported that it lowered their self-worth. These results un-
derscore the importance of using randomized experiments to sep-
arate the causal impact of debt relief from correlations that arise
from, for example, a negative health shock that causes both med-
ical debt and worse financial and health outcomes.

The disappointing results from this intervention should not
detract from the underlying problem we sought to address. Medi-
cal debt is pervasive, and the population we study is experiencing
poor mental health and severe financial distress. Although the
results indicate limited benefits from downstream debt forgive-
ness, there remains potential that medical debt relief targeted
further upstream or in different populations could yield meaning-
ful benefits. Further research will be needed to demonstrate such
effects.
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