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Preface

This is the first report in a series of six that the Institute of Medicine (IOM)
Committee on the Consequences of Uninsurance will issue over the next two
years to evaluate and consolidate our knowledge of the causes and consequences
of lacking health insurance. The Committee was established just one year ago with
the charge of reviewing and assessing evidence across a spectrum of disciplines to
expand our understanding of the problem of uninsurance. The Committee agreed
to undertake this formidable task in order to delineate more clearly the personal,
family, community, and economic consequences of the existing public and private
health insurance mechanisms—a system that leaves almost one out of six Ameri-
cans without coverage.

This initial report of the Committee establishes both a conceptual framework
and baseline data about the magnitude and extent of the problem nationwide. It
seeks to answer the basic questions of who, when, where, and why so many
Americans lack health insurance. The report provides an overview of health
insurance in America, describes the dynamic and often unstable nature of insur-
ance coverage, profiles populations that frequently lack coverage, and identifies
factors that make it more or less likely that a person will be uninsured at some
point in life. Finally, the report outlines the research agenda that the Committee
will pursue in this series of six reports.

Many people have made substantial contributions to this report. The Sub-
committee on the Status of the Uninsured, chaired by Willard Manning, produced
a draft for the full Committee’s consideration within an extraordinarily short time
and continued to work with the full Committee in revising the initial draft.
Committee members John Ayanian, Sheila Davis, Willard Manning, and Larry
Wallack were joined on the subcommittee by Peter Cunningham, Paul Fronstin,
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and Catherine Hoffman, who generously contributed their expertise to the report
throughout its conceptualization and drafting. Committee member Ron Andersen
advised the subcommittee from the start as it devised the conceptual framework
that will be employed throughout the series of studies. IOM staft under Study Co-
directors Dianne Wolman and Wilhelmine Miller provided excellent research and
writing support to the subcommittee and Committee throughout their delibera-
tions. Program Officer Lynne Snyder served as lead staft analyst on this report.

We hope that this report will stimulate public dialogue and a reexamina-
tion of long-standing issues of health care financing and continuity of coverage.
The Committee’s future reports on health outcomes for the uninsured, family
impacts of lacking health insurance, implications for communities, the economic
costs to society as a whole, and models of reform will provide in-depth and closely
considered information that should sustain and hopefully advance policy debates
about health care coverage. We are grateful to The Robert Wood Johnson Foun-
dation for its support of the Committee’s work.

Mary Sue Coleman, Ph.D.
Co-chair

Arthur Kellermann, M.D., M.P.H.
Co-chair

September 2001
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Foreword

Coverage Matters: Insurance and Health Care is the first installment of a sustained
effort by the Institute of Medicine (IOM) to inform the debate about a pressing
and persistent challenge to American health care and public policy: lack of health
insurance for about 40 million Americans. In 1999, the IOM determined that this
long-standing problem should be a priority of the Institute’s policy research agenda.
We are grateful to The Robert Wood Johnson Foundation for support of a series
of six studies addressing the personal and social impacts of uninsurance. This is the
first report in that series. The 16-member IOM Committee on the Consequences
of Uninsurance brings an exceptional breadth of experience to this project. Its
members have backgrounds in clinical medicine, epidemiology, public health,
nursing, health services organization, health and labor economics, strategic corpo-
rate planning and small businesses, academic health care, and provision of care to
those without coverage and other populations at risk.

This first report of the Committee lays the groundwork for subsequent re-
ports that will identify the costs and consequences for individuals, families, com-
munities, and American society when a large population of individuals does not
have health insurance. Although much of the information in this initial report has
been available before, Coverage Matters integrates findings from an extensive public
policy, economics, and health services research literature to produce a coherent
and comprehensible account of who has and who lacks health insurance, and why.
This report provides the reader with a road map to subsequent reports, outlining
both their content and the analytical framework that the Committee will employ
to look at a wide range of impacts. The second report, which will follow in about
nine months, will examine the evidence accumulated to date about the risks and
health consequences of lacking health insurance, both sporadically and, especially,

xi
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xii FOREWORD

for extended periods of time. Policy makers and general readers alike should find
this initial report and the five to follow a valuable contribution to their under-
standing of a matter of vital concern to us all—the consequences of having mil-
lions of uninsured Americans.

Kenneth I. Shine, M.D.
President, Institute of Medicine
September 2001
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Executive Summary

Health care increasingly aftects our personal lives and the national economy as
its benefits to our health, longevity and quality of life grow. Over the past quarter
of a century, clinical medicine has become more sophisticated, technological
advances have become more commonplace, and the range of health care interven-
tions has been much expanded. Yet over the same period, the numbers of persons
without health insurance to help them purchase health services has increased by
about one million per year—faster than the rate of overall population growth. The
total number of uninsured Americans grew even during years of economic pros-
perity (Holahan and Kim, 2000).

This report and the five reports that will follow endeavor to present a wide-
angle view of health insurance and examine the consequences of being without
insurance, not only for persons who are uninsured and their families, but also for
the communities in which they live and for society. Health insurance is one of the
best-known and most common means used to obtain access to health care. What
are the consequences for all of us of having tens of millions of people uninsured?

Over the next two years, the Institute of Medicine Committee on the Con-
sequences of Uninsurance will evaluate and report what is known about the
impacts of being uninsured and how being uninsured affects individuals, families,
communities, and society. The Committee will focus on uninsured people, de-
fined as persons with no health insurance and no assistance in paying for health
care beyond what is available through charity and safety-net institutions. It recog-
nizes, however, that many people have insurance that offers incomplete coverage
and that being underinsured poses problems as well, though these are generally less
severe. While the implications and potentially harmful consequences are greater
for those who are uninsured for longer periods, in this report we consider persons
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2 COVERAGE MATTERS: INSURANCE AND HEALTH CARE

who lack insurance for any period of time to be uninsured and at risk for some
adverse effects as a result.

Many professional societies, private foundations, government agencies, and
political and consumer organizations have highlighted detrimental health and
financial impacts for individuals and families of being uninsured. Research and
information about these impacts are extensive but widely scattered. By constitut-
ing and charging this Committee, the Institute of Medicine recognizes both the
urgency of the issues surrounding health insurance coverage of the U.S. popula-
tion and the need for consolidating and critically appraising evidence regarding the
impacts of uninsurance for individuals and communities. In presenting its evalua-
tion of the research literature and findings about the health and economic conse-
quences of uninsurance, the Committee hopes to add context and depth to the
ongoing public dialogue about these issues, by focusing on the connections be-
tween the lack of coverage and a variety of documented personal and social
outcomes.

In this first report, the Committee provides an overview of health insurance
in America, looking specifically at how coverage is gained and lost, why so many
people have none, and who lacks insurance, as individuals and as members of
groups within the general population. In addition, this report introduces the
Committee’s analytic plan for the entire series of reports and presents the concep-
tual framework that will guide the Committee’s evaluations of specific impacts of
uninsurance in its subsequent reports.

MYTHS AND REALITIES

This report begins by examining pervasive popular ideas about
the scope and nature of the problem of uninsurance that frustrate attempts to
address this complex issue constructively. Americans persistently underestimate
the numbers of uninsured people and hold many misperceptions about their
identity, about how one becomes uninsured, and about the economic and health
consequences of being uninsured (Fronstin, 1998; Blendon et al., 1999; News-
Hour—Kaiser, 2000; Wirthlin Worldwide, 2001).

Myth: People without health insurance get the medical care they need.

Reality: The uninsured are much more likely than persons with
insurance coverage to go without needed care (Schoen and DesRoches,
2000). They also receive fewer preventive services and less regular care for chronic
conditions than people with insurance (Ayanian et al., 2000; Baker et al., 2000).

Myth: The number of uninsured Americans is not particularly large and has
not been increasing in recent years.

Reality: The number of uninsured people is greater than the com-
bined populations of Texas, Florida, and Connecticut. During 1999, the
Census Bureau estimated that approximately 42 million people in the
United States lacked health insurance coverage (Mills, 2000). This num-
ber represents about 15 percent of a total population of 274 million
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EXECUTIVE SUMMARY 3

persons and 17 percent of the population under 65 years of age.! An
estimated ten million of the uninsured are children under the age of 18 (about 14
percent of all children), and about 32 million are adults between ages 18 and 65
(about 19 percent of all adults in this group) (Mills, 2000). The estimate of
uninsured people is even larger when coverage is measured over several years.
Almost three out of every ten Americans, more than 70 million people,
lacked health insurance for at least a month over a 36-month period
(Bennefield, 1998a).

Estimates of the number of persons who lack insurance vary depending on the
survey and range from 32 million to 42 million for those without coverage
throughout the year.? Surveys differ in their size and sampling methods, the ways
in which questions are asked about insurance coverage, and the period over which
insurance coverage or uninsurance is measured (Lewis et al.,, 1998; Fronstin,
2000a). The Current Population Survey (CPS), conducted annually by the Census
Bureau, 1s the most widely cited source of estimates of the number of uninsured
persons and 1s used throughout this report as the primary data source. The CPS is
particularly useful because it produces yearly estimates in a timely fashion, report-
ing the previous year’s insurance coverage rates each September, and because
information about insurance coverage has been gathered since the mid-1970s,
allowing for analysis of coverage trends over time (Figure ES.1). Although the
CPS nominally reports persons uninsured throughout the entire calendar year,
some analysts believe that its estimates actually reflect shorter periods of unin-
surance, and thus that its estimates of the number uninsured throughout the year
are too high (Swartz, 1986).

Whether one uses the estimate of 42 million uninsured, as reported by the
CPS, or the lower estimates generated on the basis of other governmentally and
privately sponsored surveys, the number of uninsured Americans is substantial. In
light of the CPS’s usefulness and its limitations, this report relies on estimates based
on CPS data, with caveats. The Committee finds the variation in estimates among
surveys less critical than the order of magnitude of the entire range of estimates
that different surveys yield.

Myth: Most people who lack health insurance are in families where no one
works.

Reality: More than 80 percent of uninsured children and adults un-
der the age of 65 live in working families. Although working does improve
the chances that one and one’s family will have insurance, even members of

Because the federal Medicare program provides nearly universal coverage for persons at least 65
years of age, the Committee’s work will focus on uninsured persons under age 65.

2For 1996, the Medical Expenditure Panel Survey (MEPS), conducted by the Agency for
Healthcare Research and Quality, generated an estimate of 32 million nonelderly persons uninsured
throughout the year. For the same year, the Census Bureau’s CPS estimated 41 million uninsured
defined the same way (Fronstin, 2000a).
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EXECUTIVE SUMMARY 5

families with two full-time wage earners have almost a one-in-ten chance of being
uninsured (Hoffman and Pohl, 2000).

Myth: Growth in the numbers of recent immigrants has been a major source
of the increase in the number of uninsured persons.

Reality: Although immigrants who have arrived within 4 years have
higher-than-average uninsurance rates, they comprise a relatively small
proportion of the general population. In fact, between 1994 and 1998, there
has been a net decrease in the number of recently arrived immigrants (Holahan et
al.,, 2001). Overall, noncitizens account for fewer than one in five uninsured
persons (Mills, 2000).

Through its work, the Committee hopes to replace misperceptions with facts
and in doing so, to lay the groundwork for a more informed public debate about
health insurance coverage.

RELATING HEALTH INSURANCE TO ACCESS TO
HEALTH SERVICES

Health insurance serves multiple constituencies and distinct pur-
poses. For individuals and families, insurance coverage is one means to promote
health and access to care and to protect against exceptional health care costs.
Insurance pools the risks and resources of a group of people so that each is
protected from financially disruptive medical expenses and each may plan ahead or
budget for health care. In contrast with many other insurance products, such as
automobile or homeowner’s insurance, health insurance has evolved as a mecha-
nism for financing routine health care expenses and encouraging the use of pre-
ventive services, in addition to protecting against uncommon events and expenses.
As the scope and effectiveness of health care interventions have grown, so have
consumers’ expectations for coverage and benefits through health insurance.

Other constituencies also have a stake in our mechanisms for financing health
care. Providers of health care benefit from insurance as a reliable source of pay-
ment. Employers offer health benefits to attract and retain workers and to maintain
a productive workforce. Governments provide health insurance to special popula-
tions as a means to secure health care for them.

Health insurance 1s neither necessary nor sufficient to obtain health care, yet
coverage remains one of the most important ways to obtain access to health
services. The level of out-of-pocket costs for care has been demonstrated to have
substantial effects on the use of health services (Newhouse et al., 1993; Zweifel
and Manning, 2000). Uninsured persons may be charged more than patients with
coverage, who benefit from discounts negotiated by their insurer (Wielawski,
2000; Kolata, 2001). In addition, uninsured people face 100 percent cost sharing,
although some providers are willing to absorb part of the cost for some of their
patients some of the time by negotiating a reduced rate. Even though many
publicly supported institutions offer free care or reduced fees and many other
providers offer some charity care, people without insurance generally have re-
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duced access to care (Cunningham and Kemper 1998; Cunningham and
Whitmore, 1998).

Evidence accumulated over the past several decades of health services research
has consistently found that persons without insurance are less likely to have any
physician visit within a year, have fewer visits annually, and are less likely to have
a regular source of care (Andersen and Aday, 1978; Aday et al., 1984; Hafner-
Eaton, 1993; Weissman and Epstein, 1994; Newacheck et al., 1998; Zweifel and
Manning, 2000). Children without insurance are three times as likely as children
with Medicaid coverage to have no regular source of care (15 percent of unin-
sured children do not have a regular provider compared with just 5 percent of
children with Medicaid), and uninsured adults are more than three times as likely
as either privately or publicly insured adults to lack a regular source of care (35
percent compared with 11 percent) (Haley and Zuckerman, 2000). The likeli-
hood that those without health insurance lack a regular source of care has in-
creased substantially since 1977 (Zuvekas and Weinick, 1999; Weinick et al.,
2000).

Uninsured adults are less likely to receive health services, even for certain
serious conditions. One nationally representative survey that took into account
age, sex, income, and health status found that uninsured people were less than half
as likely as those with insurance to receive needed care, as judged by physicians,
for a serious medical condition (Baker et al., 2000). People without insurance are
also less likely to receive preventive services and appropriate routine care for
chronic conditions than those with insurance, even as the importance of preven-
tive care and the prevalence of chronic disease become more prominent elements
within health care (Hafner-Eaton, 1993; Burstin et al., 1998; Ayanian et al., 2000;
Schoen and DesRoches, 2000; Institute of Medicine, 2001).

To guide its assessment of the relationship between the lack of health insur-
ance, access to care, and the consequences of no coverage, the Committee has
based its conceptual framework on a widely used behavioral model of access to
health services (Figure ES.2) (Andersen, 1995; Andersen and Davidson, 2001). In
this framework the major determinants of insurance coverage are heavily, but not
exclusively, economic. The model links these determinants to features of the
process of obtaining health services and to morbidity, mortality, and health status.
Insurance coverage is thus linked in this model to an array of outcomes through
the mediating effect of health care services. The model allows us to track the
effects from lack of coverage on individuals and families, in a sizable uninsured
population, to the viability of health care providers and institutions at a commu-
nity level and the implications for the nation’s economy.

HOW COVERAGE IS GAINED AND LOST

In the United States, health insurance is a voluntary matter, yet
many people are involuntarily without coverage. There is no guarantee for most
people under the age of 65 years that they will be eligible for, or able to afford to
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purchase or retain, health insurance. The historical tension rooted in American
social values, between considering health care as a market commodity and as a
social good, has fostered the development of variegated and complex arrange-
ments for financing the delivery of health care (Stevens, 1989; Stone, 1993).

Within the private sector, insurance coverage depends on an employer’s
decision to ofter a health benefit plan and an employee’s decision to enroll or take
up this offer (Figure ES.3). When workers are not offered the chance to purchase
employment-based insurance for themselves and their dependent family members
(spouses and minor children), or when they decline to enroll, individual policies
and public insurance (Medicaid or the State Children’s Health Insurance Program
[SCHIP]) offer limited opportunities for coverage. Poor health status or low
income may preclude the purchase of an affordable (or any) individual policy from
an insurance company. The combination of strict eligibility requirements and
complex enrollment procedures often makes public coverage difficult to obtain
and even more difficult to maintain over time.

Opportunities to Purchase Coverage

Almost seven out of every ten Americans under age 65 years (66 percent) are
covered by employment-based health insurance, from either their job or that of
their parent or spouse (Fronstin, 2000d). Among workers 76 percent are offered
health insurance by their employers, and 83 percent of those offered insurance
decide to purchase or take up the offer of coverage (Fronstin, 2001). The 17
percent of workers that decline an employer’s offer include about 13 percent who
are covered through a spouse or elsewhere and 4 percent who remain uninsured.
The expense and competing demands on family income are the main reasons
given for declining the offer of employment-based insurance (Cooper and Schone,
1997; Rowland et al., 1998; Hoffman and Schlobohm, 2000).

Individually purchased policies and public insurance (primarily Medicaid)
both fill some of the coverage gaps created by the employment-based system.
Together they account for 21 percent of coverage.® Self-employed people (about
10 percent of workers) and their families must often rely on individually purchased
health insurance. Individual coverage also serves as a stop-gap measure, however,
for adult children who lose their coverage as dependents before they can obtain
job-based coverage and for retirees under the age of 65 before they become
eligible for Medicare. Medicaid coverage also tends to be transitory, with two-
thirds of new enrollees losing coverage within the first year (Carrasquillo et al.,
1998; Short and Freedman, 1998).

3Some people report multiple sources of coverage, so employment-based, individual, and public
insurance coverage rates total more than the 82 percent of the U.S. population with any coverage
during the year.
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Gaining and Losing Coverage

Many normal social and economic transitions can trigger a loss of health
insurance coverage for a person or family because income, health status, marital
status, and terms of employment affect eligibility for and participation in health
insurance. Conversely, many of these transitional events can result in becoming
eligible for coverage. Because so many different common events are associated
with a change in health insurance status, the chance of being uninsured over the
course of a lifetime may be substantial. For example, a young adult (18-24) has a
greater-than-even chance of being uninsured for at least one month over a 36-
month period (Bennefield, 1998a).

For some people, lack of insurance is a temporary or one-time interruption of
coverage, while for others, being uninsured is an experience that recurs periodi-
cally or may last for several years. Lower income persons tend to remain uninsured
for longer than do those with incomes above the federal poverty level (McBride,
1997). Educational attainment and employment sector are factors that also are
related to the length of uninsured periods (Swartz et al.,, 1993a). Short periods
without health insurance are less likely than longer periods to adversely affect
access to health services (Ayanian et al., 2000). Yet even short periods without
insurance carry with them the financial risk of extraordinarily high health ex-
penses.

Limited Coverage Options

Insurance industry underwriting practices, the costs of health services, and the
patchwork of public policies regarding insurance coverage all contribute to the
economic pressures on employers, insurers, and government programs offering
health insurance. Small employers frequently face higher group health insurance
premium rates than large employers do. Larger firms can cushion themselves from
the financial impact of insurance company medical underwriting and restrictions
by choosing to self-insure their employees’” health benefits. Small employers may
receive poorer benefits for premiums comparable to those of large firms, because
of both a higher risk premium and higher administrative costs per person, and
inadequate resources to evaluate and negotiate good coverage. As a result, some
small employers may decline to offer coverage altogether. Among a group of 955
small businesses (fewer than 50 employees) surveyed, the most common and the
highest-ranking reason for not offering insurance benefits was the expense of
coverage (Fronstin and Helman, 2000).

The expense and competing demands on family income are the main reasons
given by individuals for declining an offer of employment-based coverage. Wage-
earners who accept or take up an employer’s offer of a subsidized health benefit
typically pay between one-quarter and one-third of the total cost of their insur-
ance premium, in addition to deductibles, copayments, and the costs of health
services that are not covered or are covered only in part. For families earning less
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than 200 percent of the federal poverty level (FPL), $33,400 for a family of four in
1999, the cost of an unsubsidized insurance premium may exceed 10 percent of
annual income (Gabel et al., 1998).

Coverage Trends over Time

Since the mid-1970s, growth in the cost of health insurance has outpaced the
rise in real income, creating a gap in purchasing ability that has added roughly one
million persons to the ranks of the uninsured each year. These cost increases result
in part from advances in medical and pharmaceutical technology, an aging popu-
lation, and reduced consumer sensitivity to prices through expanded insurance
coverage (Heffler et al., 2001). Despite the economic prosperity of recent years,
between 1998 and 1999 there was only a slight drop in the number and propor-
tion of uninsured Americans. Through the early 1990s the rising uninsurance rate
reflected a decline in employment-based coverage. Since the mid-1990s increases
in employment-based coverage have been offset by steady or declining rates of
public and individually purchased coverage (Fronstin, 2000d).

A PORTRAIT OF THE UNINSURED

People lack coverage regardless of education, age, or state of
residence. Employment and geographic factors are central because private insur-
ance is closely tied to employment, and eligibility for public programs is partly
determined by work and income criteria.

Social and Economic Factors Affect Coverage

Full-time, full-year employment offers families the best chance of having
health insurance, as does an annual income of at least a moderate level (greater
than 200 percent of FPL) (Custer and Ketsche, 2000b). Wage earners in smaller
firms, lower-waged firms, nonunionized firms, and nonmanufacturing employ-
ment sectors are more likely than average to go without coverage. Members of
families without wage earners are more likely to be uninsured than are members of
families with wage earners. Two-thirds of all uninsured persons are members of
lower-income families (earning less than 200 percent of FPL), and nearly one-
third of all members of lower-income families are uninsured. More than one-
quarter of all uninsured adults have not earned a high school diploma, and almost
four out of every ten adults who have not graduated from high school are unin-
sured.

Coverage Varies over the Life Cycle

The average individual’s chances of being uninsured trace a curve across the
life span, from a lower-than-average likelihood for minor children and a higher-
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than-average likelihood for young adults to a gradual decline in probability with
advancing age and increasing connection to the labor force. People 65 and older
have a minimal likelihood of being uninsured because Medicare provides virtually
universal coverage to that age group. Marriage and the rearing of infants and
young children both decrease the chances, on average, that an adult will be
uninsured. Sources of coverage and health status, as well as participation in the
work force, also affect one’s chances of lacking coverage.

Demographic Disparities in Coverage

Higher uninsured rates among members of racial and ethnic minority groups
and among recent immigrants reflect their lower rates of employment-based cov-
erage and lower family incomes, on average, compared to non-Hispanic whites
and U.S.-born residents. African Americans are twice as likely as non-Hispanic
whites to be uninsured, and Hispanics are three times as likely to be uninsured,
although more than half of all uninsured persons are non-Hispanic whites. For-
eign-born residents are almost three times as likely to be uninsured as are those
born in the United States, and among the foreign born, noncitizens are more than
twice as likely as citizens to be uninsured (Mills, 2000).

In addition, there are gender disparities in coverage, reflecting the different
experiences of adult men and women in the workplace and with public policies.
Although men are more likely than women to be uninsured, women have a lower
rate of employment-based coverage. Because women are more likely to obtain
coverage through individual policies and public programs, their insurance status
tends to be less stable, with more opportunities for gaps in coverage (Miles and
Parker, 1997; Fronstin, 2000b).

Geographic Differences Affect Coverage

The decentralized labor and health services markets of the United States and
the distinctive public policies of each state and locality together create unique
contexts for the patterns of insurance coverage for individuals, families, and popu-
lation groups. Differences among the states with respect to population character-
istics, industrial economic base, eligibility for public insurance, and relative
purchasing power of family income shape the geographic disparities in insur-
ance coverage rates (Figure ES.4) (Marsteller et al., 1998; Brown et al., 2000b;
Cunningham and Ginsburg, 2001). Residents of the South and West are more
likely than average to be uninsured. Reflecting the predominantly urban location
of the general population, most uninsured persons live in urban areas, although
rural and urban residents are about equally likely to be uninsured.

Factors Influencing Uninsured Rates

The Committee conducted a multivariate statistical analysis to estimate the
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relative influence of a number of measured socioeconomic, demographic, and
geographic characteristics. Bivariate analyses are also reported for these character-
istics. According to this multivariate analysis, the variation in estimated uninsured
rates among population groups diminishes substantially when income, occupation,
employment sector and firm size, education, health status, age, gender, race and
ethnicity, citizenship, and geography are included. This more elaborate statistical
analysis confirms the qualitative impact found by simpler analyses of rates of
uninsurance along single dimensions. It also supports the finding that employ-
ment-related factors, such as income, education, and economic sector, underlie
much of the variation in uninsured rates among different population groups.

ANALYTIC PLAN FOR THE COMMITTEE

In future reports the Committee will look at an array of conse-
quences of uninsurance and address its distinctive effects on successively larger and
more complex entities. The conceptual framework developed in this report will
guide the analyses in each of the subsequent reports, which will include examina-
tions of health outcomes, financial impacts, and changes in the quality of life that
result from the lack of health insurance.

Report 2: Health Consequences for Individuals

We know that insurance coverage facilitates access to health services, but
what eftects does the lack of health insurance have on health? In its second report
the Committee will assess published evidence about how being uninsured affects
many aspects of health for adults, including overall health status, disease-specific
morbidity, avoidable hospitalizations, and mortality.

Report 3: Health and Economic Consequences for Families

When even one member of a family goes without health insurance, what
consequences are shared by the entire family? Because children depend on their
parents or other adults to obtain health care for them, their parents’ experiences
with the health care system, beliefs about health care, financial resources, and
ability to negotiate that system on their children’s behalf are important for
childrens’ health care. Each of these elements is affected, in turn, by a parent’s or
child’s lack of insurance coverage. In its third report the Committee will assess the
evidence about how family patterns of health insurance coverage affect both
children’s health and well-being and families’ economic stability and security.

Report 4: Consequences for Communities

‘What are the health and economic consequences for communities of having
large uninsured populations? In its fourth report the Committee will consider how

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

EXECUTIVE SUMMARY 15

the health of and access to health services of communities are affected by the
presence of substantial numbers of uninsured residents. The institutional and
economic impacts of sizable uninsured populations will be examined for particular
kinds of communities (e.g., urban and rural, and with specific industrial bases).

Report 5: Economic Consequences Nationally

How much does it cost us as a nation to have roughly one out of every six or
seven Americans uninsured? Who picks up the tab? Before policy makers can
estimate what it may cost to change our current set of health financing arrange-
ments, they will need a basis for comparison. In its fifth report the Committee will
evaluate the costs of sustaining an uninsured population, both directly in terms of
the health care provided them and indirectly in terms of their increased burden of
disease and disability.

Report 6: Models and Strategies Addressing the Consequences of
Uninsurance

How can communities and public and private agencies solve the problems
caused by lack of coverage? In its sixth report the Committee will consider
selected programs and proposals involving insurance-based strategies to expand
coverage. Such strategies and models may be undertaken nationally, by states and
localities, by government agencies, and by private businesses. The Committee will
identify policy criteria for use in assessing the features of alternative reform strate-
gies.

SUMMARY

Most Americans expect and receive health services when they
and their families need care, but for the approximately 40 million people who
have no health insurance, this is not always the reality. Health insurance is a key
factor affecting whether an individual or family obtains health care. Uninsured
Americans are not able to realize the benefits of American health care because they
cannot obtain certain services or the services they do receive are not timely,
appropriate, or well coordinated.

The most apparent deficits in care experienced by those without insurance are
for chronic conditions and in preventive and screening services (Hafner-Eaton,
1993; Ayanian et al., 2000; Baker et al., 2000; Schoen and DesRoches, 2000). Far
too often, key aspects of quality health care, regular care and communication with
a provider to prevent and manage chronic health conditions (Institute of Medi-
cine, 2001), are beyond the reach of uninsured persons.

As asociety, we have tolerated substantial populations of uninsured persons as
a residual of employment-based and public coverage since the introduction of
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Medicare and Medicaid more than three and a half decades ago. Regardless of
whether this result is by design or default, the consequences of our policy choices
are becoming more apparent and cannot be ignored. Current public policies and
insurance practices will sustain a large uninsured population under a range of
projected scenarios for the national economy (Custer and Ketsche, 2000a; Fronstin,
2001). The decline in the number of uninsured people between 1997 and 1999 is
not expected to continue if the economy remains slow and health care costs and
insurance premiums continue to rise rapidly. By clarifying the dynamics of health
insurance coverage and identifying underlying factors that contribute to unin-
surance, this report and those that follow should help inform ongoing discussions
about how to remedy this long-standing social problem.
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http://www.nap.edu/catalog/10188.html

NOTES

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

Box 1.1

This report responds to popular misperceptions about uninsured persons and pop-
ulations and synthesizes recent findings regarding the dynamics of health insur-
ance coverage and the causes of uninsurance.

* Health insurance is neither necessary nor sufficient to obtain health care,
yet coverage remains one of the most important factors in obtaining access to
health services. People without health insurance are much more likely than in-
sured persons to go without needed care, including preventive services and regu-
lar care for chronic conditions, and are less likely to have a regular source of care.
To the extent that these measures of access are hallmarks of quality health care,
people without health insurance are at a disadvantage in obtaining high quality
care.

e Americans persistently underestimate the size and diversity of the unin-
sured population and the potentially adverse economic and health consequences
of being uninsured. During 1999, approximately 40 million people in the United
States lacked health insurance coverage. Of these, almost all are under 65 years
of age. More than 80 percent of uninsured children and adults under age 65 live in
working families. Although working improves the chances that one and one’s fam-
ily will have insurance, members of families with two full-time wage earners have
almost a one-in-ten chance of being uninsured.

* Most people, more than four out of five, choose to enroll in health insurance
when it is offered on the job, including most lower-income workers and most young
adults who work. Many of the uninsured have not been offered workplace cover-
age, and some who are offered a plan cannot afford the premium.

e Despite a variety of paths by which health insurance can be obtained—
through employment, through individual purchase, and through public programs—
a substantial proportion of the United States population continues to lack health
insurance. The growth in the number of uninsured Americans has exceeded the
rate of growth in the population under 65 over the past quarter century.

* Health insurance serves multiple constituencies and distinct purposes. For
individuals and families, insurance is one means to promote health and plan for, if
not prevent, exceptional health care costs. Providers of health care benefit from
insurance as a reliable source of payment. Employers offer health benefits to at-
tract workers and retain a satisfied and productive workforce, and communities
benefit from a healthier population and stable health care institutions. The potential
consequences of uninsurance vary for each of the functions of health insurance
and affect different constituencies in distinct ways.

* To guide its work in future reports that will assess specific impacts, the
Committee has devised a conceptual framework based on a widely used behavior-
al model of access to health services. This framework links the major determinants
of insurance coverage with aspects of the process of obtaining health services and
to potential consequences of the lack of coverage.

18
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Why Health Insurance Matters

The Institute of Medicine (IOM) Committee on the Consequences of
Uninsurance launches an extended examination of evidence that addresses the
importance of health insurance coverage with the publication of this report.
Coverage Matters is the first in a series of six reports that will be issued over the next
two years documenting the reality and consequences of having an estimated 40
million people in the United States without health insurance coverage. These
reports will examine the implications of lacking health insurance for those without
it, for their families, for communities in which a substantial number of people are
uninsured, and for this country as a whole.

The Committee will look at whether, where, and how the health and finan-
cial burdens of having a large uninsured population are felt, taking a broad per-
spective and a multidisciplinary approach to these questions. To a great extent, the
costs and consequences of uninsured and unstably insured populations are hidden
and difficult to measure. Financial costs incurred by those without coverage may
be covered by payments for the health care of those with insurance or paid by
charities and taxpayers, and the health effects may be absorbed by families in the
form of diminished physical and psychological well-being, productivity, and in-
come.

The goal of this series of studies is to refocus policy attention on a longstanding
problem. Following the longest economic expansion in American history, in
1999, an estimated one out of every six Americans—32 million adults under the
age of 65 and more than 10 million children—remains uninsured (Mills, 2000). A
better understanding of the consequences of existing policies and health care
financing arrangements should reinvigorate discussions of the issue of coverage

19
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and better equip us to design and evaluate policy initiatives and proposed reforms
intended to address this problem.

The Committee’s charge is to communicate to the public and policy makers
analytical findings about the meaning of a large uninsured population for individu-
als, families, and their communities, as well as for society as a whole. Its reports
should contribute to the public debate about insurance reforms and health care
financing by assessing the theoretical and empirical research in health services,
medicine, epidemiology, and economics that bears on the effects of lacking health
insurance. It is not within the scope of this project to develop or advocate for a
specific set of reforms or policies.

The goal of this first report is to provide background for the findings and
conclusions that the Committee will present in subsequent reports about the
consequences of uninsurance by including common definitions and an overview
of the dynamics of health insurance coverage. This report addresses the extent to
which Americans are without coverage, identifies social, economic, and policy
factors that contribute to the existence and persistence of an uninsured population
in the United States, and reports the probability for members of various popula-
tion groups of being uninsured. In addition, it introduces a conceptual framework
that models how health insurance aftects access to health care services and, through
such access, affects health and economic well-being. This framework will guide
the analysis in succeeding reports in the series and will be modified to address each
report’s set of topics.

OBJECTIVES OF HEALTH INSURANCE
COVERAGE

The first step in identifying and measuring the consequences of
being without health insurance and of high uninsured rates at the community level
is to recognize that the purposes and constituencies served by health insurance are
multiple and distinct. These purposes include promoting health, obtaining health
care for individuals and families, and protecting people financially from excep-
tional health care costs. Health insurance pools the risks and resources of a large
group of people so that each is protected from financially disruptive medical
expenses resulting from an illness, accident, or disability. In addition to serving the
typical functions of risk insurance, health insurance has developed as a mechanism
for financing or pre-paying a variety of health care benefits, including routine
preventive services, whose use is neither rare nor unexpected. Despite the fact that
a large proportion of persons with health insurance make claims against their
coverage every year, health care spending, and thus health insurance payouts,
remain concentrated among a relatively small number of claimants, who incur
high costs for serious conditions. Ten percent of the population accounts for 70
percent of health care expenditures, a correlation that has remained constant over
the past three decades (Berk and Monheit, 2001). Thus health insurance continues
to serve the function of spreading risk even as it increasingly finances routine care.
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From the perspective of health care providers, insurance carried by their patients
helps secure a revenue stream, and communities benefit from financially viable
and stable health care practitioners and institutions.

Employers offer health benefits both to attract and retain workers and to
maintain a productive workforce. Government provides health insurance to popu-
lations whom the private market may not serve effectively, such as disabled and
elderly persons, and populations whose access to health care is socially valued, such
as children and pregnant women.

The ultimate ends of health insurance coverage for the individual and com-
munities, including workplace communities of employees and employers, are
improved health outcomes and quality of life. Attributing success in achieving
these goals to health insurance alone presents a challenge because isolating the
relative contribution of different determinants of individual and population health
requires a complex analysis. Over the past quarter of a century, the importance of
health insurance has grown, as clinical medicine has become increasingly sophisti-
cated, technological advances have become more commonplace, and the range of
therapeutic interventions (and their costs) has expanded rapidly. As a society, we
invest heavily in health insurance through direct personal expenditures, forgone
wages, and tax policy. Health insurance in the United States has developed as a
common but not universal component of the employment contract. Employees
rank health insurance first by far in importance among all the benefits offered in
the workplace (Salisbury, 2001). Although there have been sizable investments of
personal and public funds to provide health insurance, many people still have no
coverage.

MYTHS AND REALITIES ABOUT HEALTH
INSURANCE

Despite extensive reporting of survey findings and health care
research results, the general public remains confused and misinformed about
Americans without health insurance and the implications of lacking coverage.
This section presents basic information about health insurance and who lacks it in
the context of several pervasive popular myths. Without question, the complexity
of American health care financing mechanisms and the wealth of sources of
information add to the public’s confusion and skepticism about health insurance
statistics and their interpretation. This report and those that will follow aim to
distill and present in readily understandable terms the extensive research that bears
on questions of health insurance coverage and its importance.

Myth: Uninsured people get health care when they really need it.
Fifty-seven percent of Americans polled in 1999 believed that those without
health insurance are “able to get the care they need from doctors and hospitals”
(Blendon et al., 1999, p.207). In 1993, when national attention was focused on the
problems of the uninsured and on pending health care legislation, just 43 percent
of those polled held this belief (Blendon et al., 1999).
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Reality: The uninsured are much more likely to forgo needed care
(Schoen and DesRoches, 2000). They also receive fewer preventive services and
are less likely to have regular care for chronic conditions such as hypertension and
diabetes. Chronic diseases can lead to expensive and disabling complications if
they are not well managed (Lurie et al., 1984; Lurie et al., 1986; Ayanian et al.,
2000). One national survey asked more than 3,400 adults about 15 highly serious
or morbid conditions. Of those reporting any such symptoms (16 percent of those
surveyed), and with adjustment for demographic and economic characteristics,
health status, and a regular source of care,! an uninsured person was far less likely
than someone with insurance to receive care for the reported condition (odds ratio
= 0.43) (Baker et al., 2000). Additional evidence is presented later in this chapter
in the discussion of insurance and access to health care.

Myth: People without health insurance are young and healthy and
choose to go without coverage. Almost half (43 percent) of those surveyed in
2000 believed that people without health insurance are more likely to have health
problems than people with insurance. About as many (47 percent) thought the
likelihood of health problems is about the same for insured and uninsured people
(NewsHour—Kaiser, 2000). Voters and policy makers in focus group discussions
characterize those without insurance as young people who have the opportunity
to be covered and feel they do not need it (Porter Novelli, 2001).

Reality: Compared to those with at least some private coverage, the
uninsured are less likely to report being in excellent or very good health
(Agency for Healthcare Research and Quality, 2001). In contrast, people report-
ing excellent or very good health are more likely to be insured. Among those
under age 65 who are in fair or poor health, nearly one in five lacks health
insurance (Rhoades and Chu, 2000). Of young adults (ages 19-34 years) in poor
health, 16 percent are uninsured and 27 percent of those reporting fair health
status are uninsured (Figure 1.1) (Agency for Healthcare Research and Quality,
2001).

Young adults between 19 and 34 are far more likely to lack health insurance
than any other age group. This is chiefly because they are less often eligible for
employment-based insurance due to the nature of their job or their short tenure in
it. They are also more likely than older adults to be in excellent or very good
health and consequently may forgo the cost of workplace coverage if it is oftered.
Turning down a workplace offer is not, however, a significant factor in explaining
their lack of coverage. Younger workers accept workplace offers of coverage more
often than not, and only 4 percent of all workers between 18 and 44 years of age,

1«R egular source of care™ is defined as the place or provider from which one usually seeks care or

advice about health care. A regular source of care may be a physician’s office, a clinic, a health plan
facility or a hospital emergency room or outpatient clinic. Optimally, one’s regular source of care
provides continuity of attention, facilitates access to appropriate services, and maintains records.
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FIGURE 1.1 Probability of being uninsured for young adults, ages 19 to 34 years, by
self-reported health status, 1999.

SOURCE: Center for Cost and Financing Studies, Agency for Healthcare Research and
Quality, based on MEPS data.

roughly 3 million, are uninsured after turning down workplace insurance (Custer
and Ketsche, 2000b). Another 11 million uninsured workers between the ages of
18 and 44 (15 percent) hold jobs that do not include an offer of coverage.

The perception that people without insurance have better-than-average health
follows from confusing the relatively young age profile of the uninsured with the
better health, on average, of younger persons. This obscures the link between
health status and health insurance. For those without access to workplace health
insurance, poor health is a potential barrier to purchasing nongroup coverage
because such coverage may be highly priced, exclude preexisting conditions, or be
simply unavailable. Older women (55—64 years) in the work force are especially
at risk of being uninsured for this reason: 23 percent of those in good, fair, or poor
health have no coverage compared to 10 percent of those in excellent or very
good health (Monbheit et al., 2001).

Myth: The number of uninsured Americans is not particularly large
and has not changed in recent years. Seven out of ten respondents in a
nationally representative survey thought that fewer Americans lacked health insur-
ance than actually do (Fronstin, 1998). Roughly half (47 percent) believed that the
number of people without health insurance decreased or remained constant over
the latter half of the last decade (Blendon et al., 1999).

Reality: During 1999, an estimated 42 million people in the United
States lacked health insurance coverage (Mills, 2000). This number rep-
resents about 15 percent of a total population of 274 million persons.
According to Census Bureau statistics, the number of Americans under
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age 65 without health insurance grew from 39 million (17 percent of the
population under age 65) in 1994 to 44 million (18 percent) in 1998,
before falling to 42 million (17 percent) in 1999 (Fronstin, 2000d). This drop
of almost 2 million in the number of people without insurance (a reduction of
about 4 percent) is certainly a positive change. With a softer economy in 2000 the
latest reported gains in insurance coverage may not continue (Fronstin, 2001).
The decline in the number of uninsured will not continue if the economy remains
slow and health care costs continue to outpace inflation. Due to the lag in
measurement and reporting, however, the Census Bureau estimate of health in-
surance coverage for 2000 may show a further decline in the uninsured rate. This
is because the data were collected for a period of strong economic performance.

Of the estimated 42 million people who were uninsured, all but about 420,000
(about 1 percent) were under 65 years of age, the age at which most Americans
become eligible for Medicare;? 32 million were adults between ages 18 and 65,
about 19 percent of all adults in this age group; and 10 million were children
under 18 years of age, about 13.9 percent of all children (Mills, 2000). Through-
out this report, the discussion focuses on these uninsured working-age adults and
children.

These estimates of the number of persons uninsured are generated from the
annual March Supplement to the Current Population Survey (CPS), conducted
by the Census Bureau. Unless otherwise noted, national estimates of people with-
out health insurance and proportions of the population with different kinds of
coverage are based on the CPS, the most widely used source of estimates of
insurance coverage and uninsurance rates. Seven different governmentally and
privately sponsored surveys can, however, be used to make nationally representa-
tive estimates of the number of people without health insurance. These surveys
and the estimates they yield are described briefly in Table B.1 in Appendix B.
These surveys differ in size and sampling methods, the questions that are asked
about insurance coverage, and the time period over which insurance coverage or
uninsurance is measured (Lewis et al.,, 1998, Fronstin, 2000a). Each survey pro-
duces a different estimate of the number of Americans without insurance. The
estimates range from 32 million (e.g., Medical Expenditure Panel Survey, 1996,
uninsured throughout the year) to 42 million (CPS, 1999, uninsured throughout
the year).?

The CPS has been criticized for producing estimates of persons uninsured

2Medicare, the federal insurance program for the elderly, disabled, and those with end-stage renal
disease, provides almost universal coverage for hospital care for those over age 65. A small fraction of
the elderly do not qualify for the program because they do not have sufficient Social Security work
credits. The clergy and other religious workers comprise the largest single category of people without
ties to Social Security and Medicare.

3In 1996, the CPS estimate of the number of nonelderly persons uninsured was 41 million (Fronstin,
2000a).
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throughout the year that are too high and probably reflect periods without insur-
ance of less than a full year as well as underreporting of Medicaid coverage
(Swartz, 1986; Lewis et al., 1998; Fronstin, 2000a). The Census Bureau has
recently revised its survey questionnaire to include an additional question verify-
ing that the respondent means to report lack of coverage over the entire previous
year (see Appendix B for further explanation). Still, the CPS is especially useful
because it produces annual estimates relatively quickly, reporting the previous
year’s insurance coverage estimates each September, and because it is the basis for
a consistent set of estimates for more than 20 years, allowing for analysis of trends
in coverage over time. For these reasons, as well as the extensive use of the CPS in
other studies of insurance coverage that are presented in this report, we rely on
CPS estimates, with limitations noted. The Committee finds the variation among
estimates of the number of persons uninsured produced by the different surveys
less critical to its analysis than the order of magnitude of the range of estimates that
these surveys yield.

The estimate of the number of uninsured people expands when a population’s
insurance status is tracked for several years. Over a three-year period beginning
early in 1993, 72 million people, 29 percent of the U.S. population, were without
coverage for at least one month. Within a single year (1994), 53 million people
experienced at least a month without coverage (Bennefield, 1998a).

Myth: Most people who lack health insurance are in nonworking
families. An April 2000 national telephone survey by the NewsHour with Jim
Lehrer—Kaiser Family Foundation found that 57 percent of the adults polled
believed that most people without health insurance were unemployed or from
families with unemployed adults (News Hour—Kaiser, 2000). Other surveys report
comparable findings (Blendon et al., 1999; Wirthlin Worldwide, 2001).

Reality: More than 80 percent of uninsured children and adults un-
der the age of 65 live in working families. Six out of every ten uninsured
adults are themselves employed. Although working does improve the likelihood
that one and one’s family members will have insurance, it is not a guarantee. Even
members of families with two full-time wage earners have almost a one-in-ten
chance of being uninsured (9.1 percent uninsured rate) (Hoftman and Pohl, 2000).
See Chapter 3, especially Figures 3.1 and 3.2, for further details.

Myth: New immigrants account for a substantial proportion of
people without health insurance. One analysis has attributed a significant
portion of the recent growth in the size of the U.S. uninsured population to
immigrants who arrived in the country between 1994 and 1998 (Camarota and
Edwards, 2000).

Reality: Recent immigrants (those who came to the United States
within the past four years) do have a high rate of being uninsured (46
percent), but they and their children account for just 6 percent of those
without insurance nationally (Holahan et al., 2001). In fact, there has been a
net decrease in the number of recently arrived immigrants since 1994 (Holahan et
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al.,, 2001). Overall, noncitizens account for fewer than one in five uninsured
persons (Mills, 2000).

Myths and Policy Making

Popular confusion about the facts of health insurance coverage and its
importance can hamper effective policy making, as can policy makers’ uncertainty
about the interpretation of coverage trends and consequences. This report and
those that will follow aim to provide reliable information, useful to both the
public and policy leaders—legislators, employers, program managers—as they meet
the ongoing challenges of financing health care.

THE COMMITTEE’'S ANALYTIC STRATEGY

Measuring Impacts of Coverage

Health insurance coverage is a key element in most models that depict access
to health care. The relationship between health insurance and access to care is well
established, as documented later in this chapter. Although the relationship be-
tween health insurance and health outcomes is neither direct nor simple, an
extensive clinical and health services research literature links health insurance
coverage to improved access to care, better quality, and improved personal and
population health status. The Committee’s conceptual framework for considering
the extent and nature of these and additional effects of health insurance builds
selectively upon the most widely used behavioral model of access to health services
(Andersen, 1995; Andersen and Davidson 2001). The framework focuses primar-
ily on the economic, financial, and coverage-related factors that facilitate the use
of health care services. The Committee uses the framework in this introductory
report to conceptualize various effects of health insurance and to provide an
overview of the subsequent analyses in future reports (see Figure ES.2 and Appen-
dix A for a further description of this model).

The Committee will use this conceptual model to identify, organize, and
assess the evidence regarding important consequences of uninsurance, each of
which will be the subject of a future report: individual health outcomes, family
well-being, community impacts, and economic costs for society as a whole. Figure
1.2 depicts the relationship among the topics of the Committee’s reports in terms
of a series of overlapping circles. For example, the second report, on personal
health outcomes for uninsured adults, is represented by the innermost circle of the
figure, while the third report, on family well-being, encompasses the subjects of
the second report but emphasizes a different unit of analysis, namely, the family.
The sixth report in the series will present information about strategies and initia-
tives undertaken locally, statewide, or nationally to address the lack of insurance
and 1its adverse impacts. Each of these planned reports is described briefly in
Chapter 4.
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FIGURE 1.2 Levels of analysis for examining the effects of uninsurance.

Scope of This Report

This discussion of health insurance coverage focuses primarily on the U.S.
population under age 65 because virtually all Americans 65 and older have Medi-
care or other public coverage. Furthermore, it focuses specifically on those with-
out any health insurance for any length of time. While the effects of lacking health
insurance on access to care and thus potentially on health may not be apparent for
those who are uninsured only briefly, even short periods without insurance entail
a measure of financial risk to self and family of incurring high expenses for health
care.

The Committee does not attempt to address the condition of “underinsur-
ance.” By the “underinsured” is meant individuals or families whose health
insurance policy or benefits plan offers less than adequate coverage. Most people
would consider themselves underinsured if their health plan required extensive
out-of-pocket payments in the form of deductibles, coinsurance or copayments,
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or maximum benefit limits. Many policies also exclude specific services such as
mental health treatment, long-term care, or prescription drugs. The problems
faced by the wunderinsured are in some respects similar to those faced by the
uninsured, although they are generally less severe. Uninsurance and underinsur-
ance, however, involve distinctly different policy issues, and the strategies for
addressing them may differ. Throughout this study and the five reports to follow,
the main focus is on persons with no health insurance and thus no assistance in
paying for health care beyond what is available through charity and safety net
institutions.

INSURANCE AND ACCESS TO HEALTH CARE

For individuals and families, health insurance both enhances
access to health services and offers financial protection against high expenses that
are relatively unlikely to be incurred as well as those that are more modest but are
still not affordable to some. Health insurance is a powerful factor affecting receipt
of care because both patients and physicians respond to the out-of-pocket price of
services. Health insurance, however, is neither necessary nor sufficient to gain
access to medical services. Nonetheless, the independent and direct effect of health
insurance coverage on access to health services is well established. This section
documents that research literature and presents the Committee’s findings regard-
ing access to care.

Subsequent Committee reports will build on this finding and evaluate evi-
dence for the further relationship between insurance coverage and health out-
comes. Appendix A describes and depicts schematically the Committee’s concep-
tual model of this complex relationship, which is affected by a variety of personal,
economic, and social factors and health care processes that are in turn subject to
many influences.

Health Insurance Facilitates Access to Care

Many people who lack health insurance will forgo the care they need until
their condition becomes intolerable. Others will obtain the health care they need
even without health insurance, by paying for it out of pocket or seeking it from
providers who offer care free or at highly subsidized rates. For still others, health
insurance alone does not ensure receipt of care because of other nonfinancial
barriers, such as a lack of health care providers in their community, limited access
to transportation, illiteracy, or linguistic and cultural differences. Nonetheless,
health insurance remains a key factor in assuring access to health care.

Formal research about uninsured populations in the United States dates to the
late 1920s and early 1930s when the Committee on the Cost of Medical Care
produced a series of reports about financing physician office visits and hospitaliza-
tions. This issue became salient as the numbers of medically indigent climbed
during the Great Depression. With the rise of commercial insurers and the decline
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of community rating offered by Blue Cross—Blue Shield and other nonprofit
insurers in the 1950s, new studies of individual and family health expenditures
were co-sponsored by the University of Chicago and the Health Information
Foundation. These studies became the factual basis for legislation that was enacted
as the Medicare and Medicaid amendments to the Social Security Act in 1965.

Since the enactment of Medicare and Medicaid, health services research on
uninsured populations has been sponsored federally and privately, at increasing
levels of support over time and using new survey tools and data sets (Somers and
Somers, 1961; Numbers, 1979; Starr, 1982; Andersen and Anderson, 1999). The
Census Bureau started collecting detailed information about health insurance in
the latter half of the 1970s and the National Center for Health Services Research,
a predecessor to AHRQ, conducted the National Medical Care Expenditure
Survey (NMCES) in 1977, followed by the National Medical Expenditure Survey
(NMES) in 1987 and AHRQ’s Medical Expenditure Panel Survey (MEPS),
launched and conducted annually since 1996. A summary of the major surveys
collecting health insurance and utilization information is presented in Appendix B.

Population-based surveys have been used to examine access to health services
by measuring components of primary care, such as number of physician visits and
immunization rates, sites of care (e.g., physician office, hospital outpatient depart-
ment, clinic), barriers to care (e.g., inability to pay), and unmet health needs (e.g.,
health status, inability to obtain care when needed) (Andersen and Aday, 1978;
Aday et al., 1984; Lurie et al.,, 1984; Monbheit et al., 1985; Lurie et al., 1986;
Hafner-Eaton, 1993; Newacheck et al., 1993; Himmelstein and Woolhandler,
1995; Sox et al., 1998; Hsia et al., 2000; Kasper et al., 2000). The likelihood of
having any physician visit within a year, the number of visits annually, and having
a regular source of care are well established measures of access. Empirical studies
consistently support the link between access to care and improved health out-
comes (Bindman et al., 1995; Starfield, 1995).

Having a regular source of care can be considered a predictor of access, rather
than a direct measure of it, when health outcomes are themselves used as access
indicators. This extension of the notion of access measurement was made by the
IOM Committee on Monitoring Access to Personal Health Care Services
(Millman, 1993, p.33):

“[Tlhe committee defined access as follows: the timely use of personal health
services to achieve the best possible health outcomes. Importantly, this definition
relies on both the use of health services and health outcomes to provide yard-
sticks for judging whether access has been achieved.”

Thus, in Access to Health Care in America, the earlier IOM committee incorporated
health outcomes into the definition of access. In this first report of the Committee
on the Consequences of Uninsurance, consideration of the relationship between
health insurance and access is limited to well established findings regarding process
measures of access. The next report, which will examine health outcomes for the
uninsured, will evaluate clinical and epidemiological research evidence in terms of
the more demanding concept of realized access to health care.
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The likelihood that those without health insurance lack a regular source of
care has increased substantially since 1977. In 1996, people without insurance
were 2.5 times more likely to lack a regular source of care than were the insured
(Zuvekas and Weinick, 1999; Weinick et al., 2000). Children without insurance
were three times as likely as children with Medicaid coverage to have no regular
source of care (15 percent versus 5 percent), and uninsured adults were more than
three times as likely as either privately or publicly insured adults to lack a regular
source of care (35 percent versus 11 percent) (Haley and Zuckerman, 2000).

The benefits for children of having health insurance and a regular source of
care, in terms of routine physician visits and appropriate preventive care, are well
documented (Lave et al., 1998; Newacheck et al., 1998; Haley and Zuckerman,
2000). However, the impact of parents’ health and health insurance on the well-
being of their children has received attention only recently. Whether or not
parents are insured appears to affect whether or not their children receive care—
as well as how much care—even if the children themselves have coverage (Hanson,
1998). The health of parents can affect their ability to care for their children and
the level of family stress. Worrying about their children’s access to care is itself a
source of stress for parents.

Uninsured adults are less likely to receive health services, even for certain
serious conditions. In a study described earlier (Baker et al., 2000), even after
adjusting for differences in age, sex, income, and health status, uninsured people
were less than half as likely as insured persons to receive care for a condition that
physicians deemed highly serious and requiring medical attention. People without
insurance are also less likely than people with insurance to receive preventive
services and appropriate routine care for chronic conditions, even as the impor-
tance of preventive care and the prevalence of chronic disease become more
prominent elements within health care (Hafner-Eaton, 1993; Ayanian et al., 2000;
Institute of Medicine, 2001). Finally, those who lack health insurance are more
likely to be hospitalized for conditions that might have been avoided with timely
ambulatory care (Weissman et al., 1992; Kozak et al., 2001).

The level of out-of-pocket costs for care has been demonstrated in random-
ized trials, natural experiments, and observational studies to have substantial effects
on the use of health care services (Newhouse et al., 1993; Zweifel and Manning,
2000). Table 1.1 gives a sense of the magnitude of these costs. Uninsured patients
may be charged more than patients with coverage, who benefit from discounts
negotiated by their insurer, which amplifies the financial impact of lacking cover-
age (Wielawski, 2000; Kolata, 2001).

Differential Access to Care for the Uninsured

Not only do persons without insurance receive less care, but the providers
who serve them differ systematically from those who treat insured patients. Public
hospitals, health departments, and health clinics (e.g., community, migrant, or
rural health centers) are more likely than other providers to serve uninsured
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TABLE 1.1 Ilustrative Charges to Patients, Insured and Uninsured, 1999 (in

dollars)
Physician Normal Hospital Hospital, Simple
Office Visit Delivery (Childbirth) Pneumonia (Adult)
Fee for service? 100-1,590 100-3,434
Before deductible is met 62
After deductible is met 6
Managed care plan 10 0 0
No insurance 62 4,543 9,812

aThese illustrative charges are based on policies offered under the Federal Employees Health
Benefits Program plans in 2001 and on national average actual charges to Mutual of Omaha health
insurance policy holders for 1999 (Office of Personnel Management, http://wunw.opm.gov; Mutual of
Omaha, http://www.mutualofomaha.com/acrodocs /group /mug6440.pdf).

bAnnual deductibles range from $100-$500 per person; coinsurance rates for outpatient services are
10% if preferred providers are used, 20-35% for other providers.

persons, two-thirds of whom are members of lower-income families (annual
income below 200 percent of the federal poverty level [FPL]: $33,400 for a family
of four in 1999). These institutions generally receive public funding to support the
provision of free or reduced fee care to those who cannot afford to pay private
fees. They serve as “core safety-net providers,” with two distinguishing character-
istics:

“(1) either by legal mandate or explicitly adopted mission they maintain an

“open door,” offering access to services for patients regardless of their ability to

pay; and (2) a substantial share of their patient mix is uninsured, Medicaid, and

other vulnerable patients” (Institute of Medicine, 2000).

The IOM report on the safety net also stressed the diversity of local safety-net
providers and services across states, communities, and geographic regions. In rural
areas, for instance, the mix of safety-net providers tends to feature private physi-
cians and health centers or clinics, whereas urban areas are more likely to be served
by teaching hospitals (Schur and Franco, 1999).

In addition to those providers whose patient populations include substantial
proportions of uninsured persons, in the aggregate, private physicians, community
hospitals, and teaching hospitals affiliated with academic health centers provide
significant amounts of care to uninsured patients (Cunningham and Tu, 1997;
Mann et al., 1997; Institute of Medicine, 2000). Nationally representative surveys
show that between two-thirds and three-quarters of physicians report providing
some charity care, accounting for about 5 percent of their case load on average
(Foreman, 1992; Cunningham, 1999b).

The wide geographic variation in the organization, financing, and delivery of
health services contributes to the scarcity of quantitative information about ser-
vices for uninsured people. Compared with insured persons, greater numbers of
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uninsured persons obtain care from hospitals and clinics or health centers than
from office-based physicians, and are less likely to identify a person, rather than a
facility, as their usual source of care (Shi, 2000a). Uninsured patients are less than
half as likely as insured patients to report that a physician’s office is their usual
source of care (about one-third of all uninsured patients compared with about
two-thirds of the general population) (Cunningham and Whitmore, 1998).

Hospital emergency departments or outpatient departments serve as the regu-
lar source of care for one out of every six uninsured patients that report having a
regular source of care (Weinick et al., 1997). A substantial proportion of emer-
gency department visits is for nonurgent conditions (Pane et al., 1991; Grumbach
et al., 1993; Baker et al., 1994; Zimmerman et al., 1996). Because hospital emer-
gency departments are legally required to assess and stabilize all patients with any
medical condition without regard for ability to pay, they are the only providers
who cannot turn uninsured patients away for lack of a source of payment.*
Although emergency departments are portrayed as a costly and inappropriate site
of primary care services, many uninsured patients seek care in emergency depart-
ments because they are sent there by other health care providers or have nowhere
else to go. Emergency care specialists argue that the nation’s emergency depart-
ments not only serve as providers of last resort but are a critical entry point into the
health care system (O’Brien et al., 1999).

WHAT FOLLOWS

Three chapters follow in this report. Chapter 2 provides an
overview of how employment-based health insurance, public programs and indi-
vidual insurance policies operate and interact to provide extensive but incomplete
coverage of the U.S. population. This includes a review of historical trends and
public policies affecting both public and private insurance, a discussion of the
interactions among the different types of insurance, and an examination of why
people move from one program to another or end up with no coverage.

Chapter 3 synthesizes existing information to arrive at a composite descrip-
tion of the uninsured: What characteristics do people without coverage often
share? Where do the uninsured live? The chapter also presents information about
the risk of being or becoming uninsured: How does the chance of being uninsured
change depending on selected characteristics, such as racial and ethnic identity,
rural or urban residency, and age? What are the probabilities for specific popula-

4The federal Emergency Medical Treatment and Active Labor Act, part of the Consolidated
Omnibus Budget Reconciliation Act of 1985, requires hospital emergency rooms to assess and stabi-
lize all patients with a life- or limb-threatening or emergency medical condition or those who are
about to give birth. Hospitals are not required to provide continuing care after the patient has been
stabilized and transferred or released. No federal funds directly support this mandate.
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tions, such as racial and ethnic minorities, rural residents, and older working-age
persons, of being uninsured? How does the chance of being uninsured change
over a lifetime?

In addition to characterizing the likelihood of being uninsured in terms of a
single dimension, such as gender, age, race, work status, or geographic region,
Chapter 3 also presents the results of multivariate analyses that offer a more
informative depiction of the factors that contribute to the chances of being unin-
sured.

Finally, in Chapter 4 the Committee presents the research agenda for its
overall project and previews the five future reports.
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Box 2.1

In the United States, health insurance is a voluntary matter, yet many people are
involuntarily without coverage. There is no guarantee for most people under the
age of 65 that they will be eligible for or able to afford to purchase or retain health
insurance.

e Almost seven out of every ten Americans* under age 65 years are covered
by employment-based health insurance, either from their job or through a parent or
spouse. Three quarters of workers are offered health insurance by their employ-
ers, and most decide to purchase or take up the offer of coverage. Of the 17
percent of workers who decline an employer’s offer, about a quarter, or 4 percent
of workers overall, remain uninsured.

e Individually purchased policies and public insurance (primarily Medicaid)
together cover one out of five persons under age 65.* Both have limitations. Poor
health status or low income may preclude the purchase of an affordable individual
policy. The combination of strict eligibility requirements and complex enrollment
procedures makes public coverage often difficult to obtain and even more difficult
to maintain over time.

* A change in insurance premium or terms, as well as changes in income,
health, marital status, terms of employment, or public policies, can trigger a loss or
gain of health insurance coverage. For about one-third of the uninsured popula-
tion, being without coverage is a temporary or one-time interruption of coverage,
and the median duration of a period without insurance is between 5 and 6 months.
Uninsured persons in low-income families and those with less education experi-
ence longer periods without coverage, on average, than their higher income and
more educated counterparts.

* Insurance industry underwriting practices, the costs of health services, and
the patchwork of public policies regarding insurance coverage all contribute to the
economic pressures on employers, insurers, and government programs offering
health insurance. Small firms are especially likely to face high costs. Workers who
take up an employer’s offer of a subsidized health benefit typically pay directly
between one-quarter and one-third of the total cost of their insurance premium, in
addition to paying deductibles, copayments, and the costs of health services that
are not covered or are covered only in part by their health plan. For families earn-
ing less than 200 percent of the federal poverty level, these expenses can exceed
10 percent of their annual income.

* Since the mid-1970s, growth in the cost of health insurance has outpaced
the rise in real income, creating a gap in purchasing ability that has added roughly
one million persons to the ranks of the uninsured each year. Despite the economic
prosperity of recent years, between 1998 and 1999 there was only a slight drop in
the numbers and proportion of uninsured Americans. Through the early 1990s, the
rising uninsured rate reflected a decline in employment-based coverage. Since the
mid-1990s, increases in employment-based coverage have been offset by steady
or declining rates of public and individually purchased coverage.

* Altogether, about 83 percent of the nonelderly population is covered by employment-based,
individual and public plans. Some people report more than one source of coverage over the
course of a year.

34
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The Dynamics of Health
Insurance Coverage

This chapter provides an overview of the conditions under which people
acquire, maintain, and lose health insurance coverage in the United States. Under-
standing that health insurance status can change over time and that the risk of
being uninsured changes over the course of a lifetime s critical for identifying and
evaluating the consequences of uninsurance.

In this chapter, the Committee considers the dynamic and unstable nature of
health insurance coverage, which results in large numbers of uninsured Americans.
It opens with a brief discussion of the sources of health insurance coverage and the
role of health benefits as part of an employee’s compensation package. Federal and
state policies create the economic and political environments within which oppor-
tunities for coverage are created and accepted or declined. Next the Committee
lays out the mechanisms through which people gain and lose coverage, with
attention to the considerations that frame decision making about offering and
taking up an offer of private or public coverage. Lastly, the chapter considers the
coverage trends over time for both private and public insurance.

NO GUARANTEE OF COVERAGE

In the United States, there is no guarantee for most people
under the age of 65 that they will be eligible for, able to afford the purchase of, or
able to stay enrolled in a health insurance plan.! American social values contain a

IThe Committee distinguishes health insurance from programs and institutions whose missions
include providing health services directly to those who lack other sources of financial coverage for this
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deeply rooted tension with respect to health care. In one respect, health care is
viewed as a market commodity, whose efficiency of production and consumption
depends on the discipline of market forces. Alternatively, health care is understood
to be a social good, something that all members of our society should be able to
obtain when they need it. This tension has contributed to the varied and complex
set of arrangements to finance the delivery of health services that has developed
incrementally in response to specific populations and problems with access to
health care (Stevens, 1989; Stone, 1993). As a result of this piecemeal approach,
about 40 million Americans find themselves without insurance coverage each
year, and millions more are uninsured at some point when measured over longer
periods of time (Bennefield, 1998a; Mills, 2000).

Health insurance in the United States is a voluntary matter, yet many people
are involuntarily without coverage. The cost of coverage limits feasible options for
most individuals and families. Employers and government agencies also must make
strategic choices about whether and how much coverage to offer. In addition, the
underwriting and marketing practices of the insurance industry further limit—and
at times eliminate—options.

Within the private sector, coverage depends on an employer’s decision to
offer a health benefit plan and an employee’s decision to enroll or take up this
offer. Employers (and unions) decide whether to sponsor health benefits for some
or all of their work force (on the basis of work status or occupation), how much
to subsidize each worker’s insurance premium (if at all), and whether to self-insure
or purchase coverage from a third party. Federal tax policy provides incentives but
no mandate for employers to offer insurance coverage and for employees to
purchase coverage through an employment-based plan. Eighty-four percent of all
employers offered a health insurance plan to at least some of their employees, and
76 percent of all workers (excluding dependents) were oftered the option to
participate in an employment-based plan (Fronstin, 2001). Most employees of-
fered coverage choose to accept (83 percent) and to pay their portion of the
insurance premium, resulting in an overall rate of 63 percent of all workers insured
through their employment-based plan (Fronstin, 2001).

When workers are not offered the option to purchase employment-based
insurance for themselves and their dependent family members (spouses and minor
children), or if they decline to enroll, they may have no other alternatives for
coverage. Insurance companies may refuse to sell a policy to someone in poor
health, or the premiums may be unaftfordable. Thirty-two percent of all members

care, such as public clinics and hospitals, community health centers, and emergency departments.
Similarly, it does not consider the facilities and services of the Indian Health Service, which provide
care to entitled American Indians (members of federally recognized tribes), or those of the Depart-
ment of Veterans Affairs, which serve veterans entitled to care because of military service and disabil-
ity, to constitute health insurance. Access or entitlement to care that is not portable, even in the case
of urgent or emergency care, is not considered “health insurance” as the term is used in this report.
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of working families (roughly 40 million people) are not offered health insurance
by the employer of the family’s primary wage earner (Custer and Ketsche, 2000D,
using 1996 data from the Medical Expenditure Panel Survey). Among those who
decline a workplace offer of insurance (17 percent), only about a quarter remain
uninsured because most obtain coverage through a spouse’s policy. For members
of families who are not offered workplace coverage, the residual uninsured rate is
much higher, at 45 percent (Custer and Ketsche, 2000b).

Public insurance programs fill some but not all of the coverage gaps created by
the employment-based approach to health insurance coverage. Participation in
public insurance such as Medicaid and the State Children’s Health Insurance
Program (SCHIP) hinges on eligibility, which is means-tested and limited to
specific categories of people—for example, children and pregnant women, and
people certified as having a permanent disabling condition. Except for Part A of
the federal Medicare program (hospital insurance), which ensures coverage of
almost all persons 65 years and older, an individual’s participation in publicly
sponsored health insurance is optional.

The federally sponsored Medicaid program and SCHIP are structured as
options for states and eligible individuals. States may receive federal matching
funds by establishing a program that fulfills certain national eligibility, benefit, and
reimbursement standards, or they may forgo federal dollars if they choose not to
administer programs that meet these federal standards. All of the states have chosen
to operate both types of programs, and each state determines its own income and
other eligibility criteria within federal statutory limits. One result of the historical
connection between Medicaid and income support programs for low income
families with children has been that coverage rates for childless low income adults
have lagged behind those for children. The enrollment of eligible children in
Medicaid and SCHIP has been hindered by administrative complexities and a lack
of effective communication with parents about their children’s potential eligibility
(Perry et al., 2000; Kronebusch, 2001).

OPPORTUNITIES FOR OBTAINING COVERAGE

Almost seven out of ten Americans under age 65 years (66
percent) are covered by employment-based health insurance, either from their job
or from that of their parent or spouse (Fronstin, 2000d). Individually purchased
policies and public insurance together account for another 21 percent of coverage,
and 17 percent of the general population remains without any coverage through-
out the year (Figure 2.1).2

Obtaining coverage and staying insured can be a challenging proposition for

2These fractions add to more than 100 percent because some people have coverage from more
than one source during the course of a year, for example, Medicaid for some months and a workplace
policy at another time.
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individuals and families. Eligibility, enrollment, and maintenance of enrollment
depend on complex and interdependent considerations related to the labor mar-
ket, the health services market, and population demographic (Figure 2.2). Espe-
cially for those who do not obtain employment-based coverage, the paths that lead
to enrolling and staying enrolled in a health plan include potential barriers to
coverage.

Employment-Based Insurance Covers Two-Thirds of the
Population Under Age 65

Most Americans under age 65 obtain health insurance through their employ-
ers or as the dependent spouse or child of a wage earner with employment-based
coverage. Employment-based health benefits plans became more common in the
1940s and until the mid-1970s the proportion of the population covered by health
insurance rose, at times dramatically (Starr, 1982; Numbers, 1985). Since the mid-
1970s, however, the growth of per capita health services spending has outstripped
growth in personal income (real wages) and revealed the limits of employment-
based coverage.

The rising cost of health insurance policies has become prohibitive for some
employers and workers, particularly those in small firms, and for employees at
lower wage levels (Kronick and Gilmer, 1999). In the midst of the recent eco-
nomic boom and low unemployment, the proportion of small- to medium-sized
firms (3—199 employees) offering health insurance actually rose, from 54 to 67
percent (Fronstin, 2001). These gains, however, are vulnerable not only to the
general state of the economy but also to continued increases in premiums (Fronstin,
2001).

Virtually all large employers offer health benefits to at least some of their
workforce. Health insurance gives them a way to offer a tax-subsidized benefit
that employees value enough to forgo a higher salary or income. Further, employ-
ers can take advantage of economies of scale and risk pooling to provide this group
health benefit, which employees cannot match on their own. Employers respond
to a variety of considerations when deciding whether to offer health benefits to
their workers and under what terms the offer will be made. The price of coverage
is critical to the employer’s decision. The annual total cost for an average health
policy at work is $2,426 for individual and $6,351 for family coverage in 2000.
This represents a cost of doing business that is influenced by federal tax policies,
regional health services markets, and the underwriting practices and vitality of
regional and local insurance markets.

When a firm provides a health insurance benefit, it may choose to withhold it
from some of its employees. Some firms offer the benefit only to employees who
work full-time or have been with the firm for a minimum period. Workers who
are not offered health insurance in the workplace tend to have lower educational
attainment (high-school diploma or less), to hold a low-wage or nonunion job,
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and to be employed in a temporary, part-time, or contract position (Custer and
Ketsche 2000b; Farber and Levy, 2000, Gabel, 1999).

The employee’s share of the insurance premium does not represent the full
cost to the worker of health insurance. According to the economic theory of
compensating differentials, the wage level required to attract workers will be
lower when employers provide subsidized health insurance than it would be if
employers did not offer a subsidy. As a result, economists expect that workers
implicitly “pay” for at least part of their health insurance subsidy by receiving
lower wages than they would otherwise receive (Currie and Madrian, 1999).

Individual Policies Fill Part of the Coverage Gap

Health insurance purchased by individuals outside the employment-based
group context is, on average, more expensive to obtain, less consistent a product
due to a varied mix of offerings, and unavailable to many people who are, as one
recent study concluded, in “less-than-perfect health” (Pollitz et al., 2001). About
16 million children and working-age adults were covered by individually issued,
nongroup policies in 1999, or almost 7 percent of the population under age 65
(Fronstin, 2000d). Substantial numbers of enrollees are drawn from the self-
employed and agricultural workers, persons who retire before becoming eligible
for Medicare, part-time and contingent workers, those who lose coverage through
a spouse, and young adults who grow too old to be covered under a parent’s
health coverage (Pollitz et al., 2001; GAO, 1996). While 30 to 40 percent of these
enrollees participate for less than a year, to fill coverage gaps created by a change
in economic or other life circumstances, over half of those who purchase indi-
vidual policies do so as a more permanent source of coverage (Chollet and Kirk,
1998).

Premiums for insurance purchased through a small group or the individual
market are more expensive, on average, than employment-based coverage.’ A
combination of adverse selection (the greater-than-average likelihood that indi-
viduals and families with health problems will purchase coverage rather than be
uninsured), lesser precision in predicting expenditures due to the small size of the
risk pool, and higher administrative costs make the “loading factor” (premiums

30ne study, for example, assumes that the premium cost for individually purchased coverage is 20
percent greater than the employee’s cost for employment-based coverage (Gabel et al., 1998). The
authors estimate that single coverage purchased on the individual market would cost 32 percent of the
pre-tax annual income of someone whose earnings were less than 100 percent of FPL and family
coverage would cost 41 percent. For persons earning 200 percent of FPL, individually purchased
coverage would cost 16 percent of pre-tax income for single coverage and 20 percent for a family of
four. A more recent study of the individual market found a national average premium for single
coverage to be $333 per month, or about $4,000 annually (Pollitz et al., 2001).
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charged minus benefits paid out, divided by premiums) higher for individual
policies than for group insurance (Gabel et al., 1998; Pauly and Percy, 2000).
Reflecting the relatively high premiums for this source of coverage, more than
half of the population covered under individually purchased insurance live in
families with incomes higher than 300 percent of the federal poverty level (FPL),
or $50,100 for a family of four in 1999 (Chollet and Kirk, 1998).

Some applicants are priced out of the market for individual coverage. Medical
underwriting practices applied to individual applicants for nongroup coverage
mean that, compared with employment-based coverage, eligibility is more sensi-
tive to an applicant’s health status, age, family income, and geographic area of
residence (Chollet and Kirk, 1998). For example, one recent study of eight
nongroup insurance markets found that the premium price for individual policies
was increased by 38 percent for persons with health problems, compared with a
price quote for a person without health problems (Pollitz et al., 2001). In addition,
most states allow risk rating for age, which means that individual policies tend to
be steeply price adjusted by age, making individual policies relatively expensive for
older people (Chollet and Kirk, 1998; Blue Cross Blue Shield, 2000).

Federal and state reforms of the small group and individual markets have
restricted the use of medical underwriting to exclude applicants from eligibility,
although these reforms usually do not restrict the premium prices that may be
charged for such coverage and in some cases have resulted in increased premium
prices (Pollitz et al., 2001). The Health Insurance Portability and Accountability
Act of 1996 (HIPAA) establishes certain rights to individually purchased coverage
for a limited group of eligible persons who formerly were covered by employ-
ment-based plans (Nichols and Blumberg, 1998). However, there is no regulation
of the premiums that insurers may charge HIPAA-eligible individuals.

Another HIPAA requirement, that an insurance product be guaranteed to be
available to all, regardless of health status (so-called guaranteed issue), has been
accompanied in some states by premium rating reforms. But even these reforms
only partially address insurers’ reluctance to incur adverse risk selection (Hall,
2000; Swartz, 2000). In a study of seven states where reforms to minimize the
impact of health status on rates included rating bands and modified or pure
community rating, insurers responded by dividing small groups into blocks of
business to re-introduce medical underwriting indirectly, by means of rate adjust-
ments allowed for distinguishing differences in benefits, age, the family size to be
covered, and geographic location (Hall, 2000).

The individual market may limit benefits for or exclude persons with chronic
health conditions, for example, persons who are HIV positive, have survived a
bout with cancer, or who live with diabetes, heart disease, or asthma (GAO,
1996). Some 29 states operate or regulate insurance programs that maintain high
risk pools to cover limited numbers of uninsured residents whose poor health
status puts them at higher-than-average risk for incurring large health care costs
and for whom individually purchased coverage would otherwise be inaccessible
(Wolman, 1992; GAO, 1996). However, there are waiting lists or closed enroll-
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ments for many of these pools, and premiums may be as high as 150 to 200 percent
of the price for individually purchased coverage. Nationally, risk pools enroll
approximately 100,000 persons, about half of this number in California and Min-
nesota alone (Pollitz et al., 2001).

Public Insurance Fills Part of the Coverage Gap

In the 1960s, creation of the basic federal Medicare program for seniors and
the shared federal and state Medicaid programs for specific categories of the poor
brought health insurance coverage to many of those who had been excluded from
the employment-based approach to financing health services delivery (Starr, 1982).
Individuals who are at least 65 years of age and have worked for at least 10 years
in Medicare-covered employment (or whose spouse has), the permanently and
totally disabled, and those with end-stage renal disease are eligible for Medicare.
Individual eligibility for Medicare depends on age, and for a relatively small
proportion of those covered, on disability or health status. Medicare provides
virtually universal coverage for hospital and outpatient medical services for those
over 65.

Qualifying to participate in Medicaid or SCHIP involves fulfilling require-
ments related to income and assets (making these so-called means-tested programs)
and being a member of a specific group that is eligible for benefits, for example,
pregnant women, minor children, the elderly, and some of the permanently
disabled. Those who meet economic and group criteria must also meet immigra-
tion status and residency requirements. Eligibility standards vary by state, with
general oversight provided by the federal government. Medicaid covers approxi-
mately 41 million people, of whom about half are under the age of 21 and
between 13 million and 14 million are parents and disabled adults under age 65
(Health Care Financing Administration, 2001, 1998 data). Thus, Medicaid covers
approximately 15 percent of the population under age 65 for at least part of each
year. Medicaid also provides supplemental benefits for about 5 million low-in-
come Medicare beneficiaries.

Federal welfare reform legislation passed in 1996 severed the connection
between eligibility for income benefits, such as Aid to Families with Dependent
Children (AFDC) and Supplemental Security Income (SSI), and Medicaid cover-
age. Although this reform was not intended to reduce the number of persons
enrolled in Medicaid, it has had that eftfect (Broaddus and Ku, 2000; Cunningham
and Park, 2000; Holahan and Kim, 2000; Kronebusch, 2001). By mid-1997,
almost half of women and 30 percent of children were uninsured a year or more
after leaving welfare (Garrett and Holahan, 2000). SCHIP, federally authorized in
1997, with implementation beginning in some states the following year, has begun
to reduce the numbers of children who are uninsured. Medicaid enrollments have
also begun to increase, according to administrative data. The latest figures show an
increase in the number of children and adult Medicaid enrollees under age 65 of
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more than 8 million persons, from 25 million in 1997 to 33 million in 1998
(HCFA, 2001).

Interaction of Private and Public Insurance

Employment-based coverage and public insurance programs are not explicitly
coordinated, yet they influence one another, particularly in periods of economic
change. Medicaid eligibility expansions since the late 1980s have offset some, but
not all, of the decline in employment-based insurance coverage that occurred
before 1994 (Holahan and Kim, 2000). Without these Medicaid expansions, it is
estimated that an additional 11 million people would have been uninsured
(Carrasquillo et al., 1999a).

With expansions of Medicaid eligibility and the implementation of SCHIP, a
certain percentage of uninsured persons who were eligible for employment-based
health insurance, and insured persons who had such coverage, may have chosen to
enroll in public insurance instead. In addition, some employers may have been less
likely to offer dependent coverage to their lower-waged workers, knowing that
publicly subsidized insurance was available for children. The extent of this so-
called “crowding out” or substitution of privately purchased coverage by public
insurance has been estimated in a number of studies, none of which is fully
comparable in terms of methods, data sources, or questions asked (Alteras, 2001;
Cutler and Gruber, 1997; Dubay, 1999). For the Medicaid expansions, early
estimates of crowd-out approaching 50 percent (Cutler and Gruber, 1996 a,b)
have been challenged on methodological grounds. More recent estimates have
been as low as 4 percent, with upper bounds between 17 percent and 23 percent,
depending on how crowd-out is defined and measured (Alteras, 2001; Cutler and
Gruber, 1997; Blumberg et al., 2000; Dubay, 1999; Thorpe and Florence, 1998;
Yazici and Kaestner, 2000).

Evidence of the substitution or “crowd-out” of private insurance by public
insurance has informed public policy debates about the importance of balancing
potentially negative outcomes of expanded eligibility for public insurance with
positive outcomes including increased enrollment in insurance, particularly for
children; decreased financial pressure on lower-income family budgets; and an
improved level of covered benefits for working families (Alteras, 2001; Dubay
and Kenney, 2001; Lutzsky and Hill, 2001; Swartz, 1996). For example, in the
case of SCHIP, there is concern not to single out for unfair treatment those
families who have valued coverage highly enough to purchase coverage for their
children at a high cost, by denying them entry into publicly subsidized insurance
(Swartz, 1996).

Popular belief that Medicaid expansions resulted in a substantial crowding out
of employment-based coverage has influenced the design and functioning of
SCHIP, reflecting a tension between efforts to diminish substitution while boost-
ing enrollment (Lutzsky and Hill, 2001). The Balanced Budget Act of 1997,
which created SCHIP, and the federal regulations that guide implementation both
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address crowd-out directly, given the expectation of more substitution at SCHIP’s
higher income eligibility levels and with planned SCHIP expansions to include
eligibility for parents and possible subsidy of employment-based insurance premi-
ums. Federal regulations require state planning to minimize crowd-out and regu-
lation of plans to subsidize employment-based insurance premiums (Lutzsky and
Hill, 2001). State responses have included waiting periods (the most common,
about two-thirds of all states), screening to determine whether applicants are
eligible for private insurance, cost-sharing (e.g., premiums for families above 150
percent FPL) where SCHIP is not part of Medicaid, and direct regulation of
insurers or employers (Lutzky and Hill, 2001). In some states, there are exceptions
made for situations where employment-based insurance premiums are unaffordable
or when individuals or families experience a change in insurance or economic
status (Lutzsky and Hill, 2001).

Since 1997, concern about SCHIP substituting for or crowding out employ-
ment-based coverage has diminished and the limits of experience with Medicaid
expansions in predicting the future of SCHIP have been acknowledged. Many
public officials have concluded that crowd-out is not an issue for families earning
less than 150 percent of FPL, and just 3 to 8 percent of SCHIP applicants are
turned down because they were eligible for private coverage or enrolled in private
coverage (Lutzsky and Hill, 2001).

Public Policies Shape the Marketplace for Health Insurance

Federal tax policy gives favorable treatment to employment-based health
insurance.* The employer’s share of the premium is excluded from the employee’s
taxable income. If the firm has a qualified flexible benefit plan, employees can pay
their share of the premium with pre-tax dollars. Recent federal tax legislative
reforms now allow self~employed people to claim a deduction for a share of their
health insurance premiums, and full deductibility of the premiums of self-em-
ployed workers is being phased in. For the year 2000, the exclusion of employer
contributions from both federal income and Social Security taxes, together with
smaller exemptions and deductions for health care spending from personal income
taxes, resulted in a federal subsidy estimated at $125.6 billion (Sheils et al., 1999).
This represents a sizable federal expenditure for the support of employment-based
health insurance. Since most state income taxes are based on the federal income
tax structure, state taxes also subsidize employment-based health benefits.

To the extent that employers pay premiums for their employees’ health
benefits instead of cash wages, this business expense to the employer is a form of

+Workplace health benefits and the subsidies paid by employers for premium costs were a response
to wage and price controls imposed on industry during World War II, when health benefits were
provided in lieu of wage increases. In 1954, the Internal Revenue Services codified the exemption of
employer-paid health benefits from employee taxable income (Starr, 1982).
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tax-free income to the employee. This tax subsidy benefits families with high
incomes more than those with low incomes because the amount of the subsidy is
related directly to an individual’s tax rate and those with higher incomes face
higher marginal tax rates. In 2000, families with annual incomes greater than
$100,000 had an average federal tax subsidy resulting from the employer’s pay-
ment of the insurance premium of $2,638, while the average subsidy for families
with incomes of less than $15,000 was $79 (Figure 2.3) (Sheils et al., 1999).

At the state level, most insurance regulation concerns the individually pur-
chased and small-group health insurance market rather than policies offered by
large private-sector employers. The Employee Retirement Income Security Act
of 1974 (ERISA) mandates that certain group health benefits offered through the
workplace be considered under federal pension law rather than state insurance
regulations (EBRI, 2000). One recent change in this pattern of jurisdiction lies in
the federal Health Insurance Portability and Accountability Act of 1996 (HIPAA),
which has resulted in most states providing guaranteed issue of at least one health
insurance plan, guaranteeing renewal for certain policy holders in all states, and
restricting preexisting condition exclusions by statute for individuals who are
leaving employment-based plans (HIPAA-eligible persons) (Chollet and Kirk,
1998). Fourteen states require that insurers guarantee the issue of at least one
product to all applicants, although some of these states impose restrictions on
qualified applicants. Eighteen states have imposed some kind of limitations on
variations in premiums or prohibited the use of certain rating factors such as age,
gender, claims experience, or health status (Pauly and Percy, 2000).

HOW PEOPLE GAIN AND LOSE COVERAGE

Many conventional and economic transitions over the course of
a lifetime can result in a loss of health insurance coverage for a person or family
because income, health status, marital status, and terms of employment can influ-
ence eligibility for and participation in health insurance. An illness or accident
serious enough to interrupt work and income, the loss of one’s job, divorce from
or death of a spouse whose employment provided family health benefits, or
retirement from work before age 65 (when Medicare eligibility begins) can result
in the loss of insurance. When children reach age 18 or leave college, they usually
lose public benefits or coverage under their parent’s health insurance plan. Increas-
ing one’s income, even if barely above the eligibility limit, may result in a total loss
of Medicaid coverage, even if workplace health benefits are not available or
affordable. Some people, after a gap in coverage, cannot purchase individual
insurance at any price because of preexisting health conditions. Conversely, many
of these same transitional events are accompanied by increased opportunities for
insurance coverage. For example, marriage can make dependents eligible for an
employment-based plan, death of a father or divorce might make the widow and
children eligible for Medicaid, and a major disabling accident could lead to eligi-
bility for Medicare’s program for the disabled (Figure 2.4).
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How People Gain Coverage How People Lose Coverage
¢ Get a job where insurance is offered and ¢ Lose a job where insurance was offered,
premiums are affordable so employer no longer subsidizes
e Purchase insurance on your own, if you premiums
qualify and can afford the premiums * Lose Medicaid or SCHIP eligibility once
e Marry someone with insurance and if you or your children grow up or if your
family out-of-pocket premiums are family's income increases
affordable e Lose your spouse due to separation,
e Qualify for Medicaid, SCHIP, or divorce, or death
Medicare e Attain the age of 18 or graduate from

college and lose eligibility under
parents' plan

* Your insurer goes out of business or
cancels its contract with you, or your
employer denies coverage to you

¢ Be priced out of the market when the
cost of premiums increases

FIGURE 2.4 Examples of ways in which people gain and lose health insurance.
SOURCE: Adapted from Weissman and Epstein, 1994, Table 2-2.

Periods with No Coverage

For some people, lack of insurance is a temporary or one-time interruption of
coverage, while for others, being uninsured is a periodically recurring experience
or a permanent state of affairs. Brief, temporary lapses of health insurance coverage
are less likely than longer uninsured periods to have significant detrimental eftects
on access to health care (Ayanian et al., 2000; Kasper et al., 2000). Yet even short
periods with no insurance carry with them the financial risk of exposure to
extraordinary health expenses. As a result, both the stability of insurance coverage
and the length of uninsured periods have the potential to affect the health and
financial well-being of individuals, families, and communities.

Longitudinal surveys provide the basis for estimating the prevalence and
duration of uninsured spells. During 1994, the latest year for which the Survey of
Income and Program Participation (SIPP) results are available, an estimated 53
million Americans, or 21 percent of the population under age 65, were uninsured
for at least one month (Bennefield, 1998a). The median duration of periods
without insurance is between 5 and 6 months, measured over a 36-month period.
Those who are uninsured for less than six months are at some financial risk for
incurring extraordinarily high medical expenses while uncovered, whereas those
who are uninsured for longer periods face increased chances of problems in
obtaining health care as well as experiencing cumulatively greater financial risks.

The duration and frequency of periods without insurance vary with the
source of coverage and among different populations. One analysis of periods
without coverage found family income, educational attainment and employment
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sector as measured just before the loss of health insurance to have the strongest
effect on the length of time uninsured. The authors of this study concluded that
policies to address the problem of uninsurance need to take into account the
precipitating factors in losing and gaining coverage as well as the income, work-
place and personal characteristics often associated with periods of uninsurance of
varying lengths (Swartz et al., 1993a). Policy interventions need to be designed
with an awareness of the populations and problems that they ultimately aftect:
either those who experience short periods without coverage or persons who
remain uninsured for longer intervals. Often a single strategy does not address both
kinds of problems (Short and Klerman, 1998).

People who previously had individual insurance account for more than half of
all uninsured periods, perhaps because the cost of individual insurance is relatively
high and may become unaffordable or because an insurance company refuses to
renew a policy if the holder becomes a bad risk. Those who lose employment-
based coverage account for only one-third of uninsured periods (Jensen, 1992).
This is notable given that more than two-thirds of the public have employment-
based coverage and only 7 percent have individual coverage. Young adults age
18-24, workers with job interruptions, and persons in lower-income families (less
than 200 percent of FPL) all have roughly a 50 percent chance of going without
health coverage for at least one month during a three year period (Bennefield,
1998a). Children, young adults, persons with some college education, and full-
time workers tend to experience shorter periods uninsured than do adults who
have not attended college or who work part-time, are unemployed, or are not in
the labor force (Bennefield, 1998a).

Low-income uninsured persons tend to stay uninsured for longer than those
with higher incomes. The typical or median time period without coverage for
someone below the FPL is significantly longer than for all other persons—more
than 8 months compared with 6 months (McBride, 1997).

Coverage is particularly episodic for lower income women. Medicaid enroll-
ment periods for single women tend to be short; more than half maintain enroll-
ment for less than one year, not quite one-third last more than two years, and only
15 percent last longer than five years. One study of a sample of unmarried women
between the ages of 19 and 44 found that one-third of all new Medicaid enrollees
had private health insurance just prior to enrolling in Medicaid (Short and Freed-
man, 1998). Among former welfare recipients who lost Medicaid benefits, one
year after leaving welfare 28-38 percent had private coverage, 36—49 percent were
uninsured, and 22-26 percent had returned to Medicaid (Garrett and Holahan,
2000; Short and Freedman, 1998).

CONSTRAINED COVERAGE OPTIONS

The substantial cost of health insurance means that employers
and consumers alike face difficult choices about when and how much health
insurance to purchase.
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Difficult Choices for Employers

The cost and availability of group policies to employers reflects the gamut of
insurance company practices, state regulations, and constraints imposed by ERISA
and HIPAA, which prohibit employer discrimination in eligibility for coverage
based on health status. The average cost of a family policy in an employment-
based group was $6,351 per year in 2000 (Kaiser-HRET, 2000). The price for a
particular insurance policy may be affected by insurance company practices rang-
ing from risk-rating (based either on the group’s experience or medical underwrit-
ing) to restrictions on coverage of specific persons, populations, conditions, or
episodes. The price of the insurance premium offered to a firm reflects a number
of considerations, including firm size, whether it is unionized, the employment
sector, and federal tax policies. In addition, an insurance company may decline to
offer or to renew a group policy at all, based on decisions related to underwriting
practices. Group health insurance premiums vary geographically, with the highest
individual and family coverage premiums occurring in the Northeast region, and
the lowest in the West. This regional variation amounts to about 15 percentage
points around the national average premium price (Kaiser=HRET, 2000).

Employers have used direct and indirect means to constrain their health
insurance costs. Although the share of the health insurance premium paid directly
by the employee varies from none to all, workers on average pay 14 percent of the
cost of individual coverage and 27 percent of the cost of family coverage (Kaiser—
HRET, 2000). From 1979 through 1995, when the cost of health services rose
more quickly than did real income, one common employer response to price
increases was to reduce the size and proportion of their subsidy of their employees’
health insurance premiums, with lower-wage workers experiencing the greatest
decline in subsidy (Medoft et al., 2001). For example, between 1988 and 1996, the
proportion of the average worker’s share for single coverage increased from 10
percent to 22 percent (GAO, 1997a). The proportion paid for family coverage
increased more slowly, from 26 percent to 30 percent (and from 34 to 44 percent
for coverage offered by small to medium-sized firms), although the dollar cost of
the average worker’s share for family coverage increased more than for single
coverage, an 111 percent increase compared with a 79 percent increase for single
coverage (Gabel et al., 1997; GAO, 1997a). Since 1996 the trend has been toward
smaller proportional and absolute premium payments by employees for individual
coverage and roughly steady employee contributions for family coverage (Kaiser—
HRET, 2000). Also, fewer employers are extending coverage to retirees, who, if
they retire before age 65, must find an individual policy to cover them until they
become eligible for Medicare (McArdle et al., 1999; Fronstin, 2001; GAO, 2001b).

Small employers usually face higher group health insurance premium rates
than do large employers. Larger firms can cushion themselves from the financial
impact of insurance company underwriting practices and restrictions by choosing
to self-insure their employee’s health benefits, often using a third-party adminis-
trator. Small employers may receive poorer benefits for premiums comparable to
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those of large firms, because of both a higher risk premium and higher administra-
tive costs per person. Insurers may decline to write policies, or write relatively
expensive ones, for small to midsized firms in particular employment sectors such
as seasonal workers or hazardous occupations (Weissman and Epstein, 1994).
Because wage rates tend to be lower in smaller firms, the financial strain on both
employers and workers 1s increased (Gabel, 1999). As a result, some small employ-
ers simply decline to offer coverage. Among small businesses surveyed, the most
common and highest-ranking reason for not offering insurance benefits was the
expense of coverage (Fronstin and Helman, 2000).

Difficult Choices for Individuals

Financial concerns constrain a person’s decision to enroll in employment-
sponsored coverage or to purchase individual health insurance. The choice the
individual or family makes reflects the value decision makers place on avoiding
risk, their beliefs or expectations about future health care needs and costs, the
anticipated out-of-pocket costs (including any premiums and copayments), and
the ability of the family to pay such costs. The choice reflects, in part, a compari-
son of employee premium costs and health care costs not covered by the policy,
which constitute the individual’s or family’s out-of-pocket expenditures, with
what they expect to incur in total health care costs, plus some allowance for the
desire to avoid the risk of higher payments absent insurance. It also reflects the
value of health services relative to other goods and services the family needs, such
as food, rent, and utilities. Estimates of consumers’ responsiveness to changes in
the price of health insurance based on the choices of workers without employ-
ment-based coverage reveal that such purchase decisions are not very sensitive to
price (Marquis and Long, 1995).5

The expense of the insurance premiums paid by employees tops the list of
reasons why uninsured workers decline to take employment-based insurance when
it is offered (Cooper and Schone, 1997). Between 1979 and 1995, the proportion
of workers who paid less than 5 percent of their family income for health care
expenditures (including expenses covered by private health insurance) declined by
half, from about 50 percent to 26 percent, while the proportion of workers who
paid over 10 percent of their family income increased by over half, from 20
percent to 33 percent (Kronick and Gilmer, 1999). A recent survey found that
uninsured adults cite the expense of insurance as a major or the most important
reason they do not have coverage (Hoffman and Schlobohm, 2000). Although
almost 16 million Americans under the age of 65 purchase individual health

5The authors of this study estimate a price elasticity of =0.3 to —0.4 and an income elasticity of 0.15
using Current Population Survey and Survey of Income and Program Participation data from 1988
and 1987, respectively, and prices for a standard insurance product in different market areas.

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

52 COVERAGE MATTERS: INSURANCE AND HEALTH CARE

insurance policies directly from insurers or their agents rather than through an
employer, the higher cost of individual nongroup coverage limits its use, and
persons in poor health may be excluded from this market altogether.

Often the offer of health insurance through the workplace entails significant
premium costs that must be paid directly by the employee, particularly for family
coverage (Figure 2.5). The average employer premium contribution of 86 percent
for individual and 73 percent for family coverage conceals a highly variable set of
arrangements (Kaiser—-HRET, 2000). In firms with low-waged workers (i.e., more
than a third of the work force earns less than $20,000 annually), employers
contribute a smaller proportion of the premium. The lower level of employer
contribution to family premiums in low-waged firms (63 percent compared to 73
percent overall) adds $53 per month on average to the employee’s cost, above the
national average of $138 monthly for family coverage (Kaiser-HRET, 2000). For
a worker earning $20,000 per year, roughly $10 per hour, the employee’s cost for
family coverage would be more than 11 percent of before-tax income.

For all families, but particularly those of lower and moderate income and for
persons faced with a health problem, cost considerations often limit choices.
Families with very limited income may have to choose between paying a high
share of family income on health insurance premiums or having to decline enroll-

37.2%
o Average Worker's Portion ($1,656)

B Worker's Portion If No Employer
Subsidy ($6,351)

18.6%
15.6%

12.4%
9.7%
4.8%

4.1% 3.09

100% FPL ($17,050) 200% FPL ($34,100)  National Median 300% FPL ($51,150)
Income ($40,816)

FIGURE 2.5 How much of a four-person family’s yearly income would be needed to
purchase an average employment-based health insurance premium for family coverage in
2000?

SOURCES: Kaiser—HRET 2000; U.S. Census Bureau, 2000; U.S. Department of Health
and Human Services, 2000.
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ment to be able to pay for rent, food, and other necessities. However, by declining
enrollment, they risk a wide range of adverse impacts on health, family well-being,
and financial stability.

Four out of five people without insurance (82 percent) are members of
families in which at least one person works full- or part-time during the year
(Hoffman and Pohl, 2000). Only 55 percent of workers whose hourly rate is
below $7 are offered employment-based insurance, through either their own or a
family member’s job, compared with 96 percent of workers whose hourly rate is
above $15. The proportion of employees who choose to enroll in their employ-
ment-based plan or a family member’s health plan when given the opportunity is
76 percent for the lowest wage workers, compared with 94 percent for the
highest-wage workers (Cooper and Schone, 1997).

INSURANCE TRENDS

For both children and adults, the number without health insur-
ance and their relative proportion of the total population grew through the reces-
sions of the late 1970s, the mid-1980s, and the early 1990s, as well as during the
periods of economic prosperity in between and since the mid-1990s (Holahan and
Kim, 2000). The numbers of the uninsured have increased by almost a third since
1987 when an estimated 32 million people under age 65 were uninsured, while
their share of the overall population has grown more slowly, from 15 percent in
1987 to 17.5 percent in 1999 (Fronstin, 2000d).

Since the latter part of the 1970s, the prime economic force behind the rising
numbers of uninsured Americans, and the declining proportion of Americans
covered through employment-based insurance, has been the gap created as the rise
in real income or purchasing power has lagged behind increases in health services
costs and the costs involved in purchasing health insurance (Figure 2.6) (Cooper
and Schone, 1997; Holahan and Kim, 2000). In constant 1998 dollars, the cost of
employment-based health insurance increased 250 percent between 1977 and
1998 and the employee’s share of insurance premiums increased 350 percent
(Gabel, 1999). During that same period, median household incomes increased in
real terms by 17 percent (U.S. Census Bureau, 2000). After having stabilized as a
percentage of the Gross Domestic Product (GDP) between 1993 and 1999, health
care spending is once again projected to increase over the next ten years in relation
to GDP (Heftler et al., 2001). Health insurance premiums increased faster in 1999
than in the previous five-year period (6.5 percent compared with a 5 percent
average annual growth rate) (Heffler et al., 2001).

Declines in Employment-Based Coverage

Counter to the long-term trend, employment-based health insurance has
been growing since 1994 and contributed to a small reduction in the national
uninsured rate for the first time in 1999. This reduction in the likelihood of being

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

54 COVERAGE MATTERS: INSURANCE AND HEALTH CARE

—e— Health Insurance Premiums
(Employer Subsidy and Employee

Share)
—m— Medical Inflation
14 - —— Overall Inflation
—<— Workers' Eamings
12 A
o 10 -
(2]
©
o
2 8-
(0]
(@]
S
5 61
o
[0
o
4_
2_
0 T T T T T T T T T T T T 1
> %) Q N 2 > 0 N0} © A ) ) \}
D P D D ) ) ) ) ) D' %) \)
RO R I R IR NG R R I S

FIGURE 2.6 Health insurance premiums increased more quickly than earnings, 1988—
1999.
SOURCE: Kaiser—HRET, 2000.

uninsured has occurred within the context of a robust economy over the preced-
ing six years. Over the longer term (since the late 1970s) there has been a decline
in employment-based coverage. Between 1979 and 1997, health insurance cover-
age rates for government workers and their families remained relatively stable at
about 80 percent, while coverage of workers employed in the private sector and
their families declined by 7 percentage points to 64 percent (Farber and Levy,
2000). Two factors contributed to this decline in private-sector employment-
based coverage. First, eligibility for employment-based insurance decreased for
“peripheral” workers (those in part-time or recently acquired positions). Second,
the take-up rate for “core” workers (those who have held full-time positions for a
longer period) declined (Farber and Levy, 2000). This gradual but extended
decline in employment-based coverage appears to have ended after reaching a low
of 64 percent in 1993 (Fronstin, 2000d).6

OBecause of changes in the Current Population Survey questionnaire and sampling procedures
beginning with the March 1995 survey, most analysts caution against overinterpreting changes during
the 1993-1994 period (Holahan and Kim, 2000).
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Through the early 1990s, declines in employment-based coverage were par-
tially attenuated by modest growth in public insurance and individually purchased
coverage. Increases in the uninsured rate since the mid-1990s have been attributed
to declines in public insurance and individually purchased coverage, despite in-
creases since 1993 in employment-based coverage (Holahan and Kim, 2000).

Ups and Downs in Public Program Enroliment

Fundamental changes in public policies have aftected both the size and the
composition of the uninsured population over the last 15 years. Expansions of
Medicaid eligibility for children and pregnant women beginning in the mid-1980s
boosted eligibility and, to a lesser degree, enrollments in state public insurance
programs. In the mid-1990s, enrollment in public insurance decreased sharply
with the enactment of the Personal Responsibility and Work Opportunities Rec-
onciliation Act of 1996 (PRWORA), which uncoupled Medicaid eligibility from
income support and placed new restrictions on legal immigrants’ eligibility, in-
cluding a five-year bar on participation by immigrants arriving after August 1996
(Ku and Blaney, 2000; Rosenbaum, 2000; Guendelman et al., 2001; Holahan et
al., 2001; Ku and Matani, 2001).” Many lower-income parents (mostly women)
did not enroll because they either lost eligibility for Medicaid or believed that they
were no longer eligible because of their loss of income benefits (Garrett and
Holahan, 2000; Holahan, 2001). Although the PRWORA’s provisions were
intended to allow families to maintain health coverage after cash benefits ended,
separate enrollment processes for the two programs and confusion have contrib-
uted to reduced Medicaid enrollments.

Since the implementation of SCHIP, there has been some recovery of public
coverage for lower-income children. However, an estimated 94 percent of unin-
sured children in lower-income families are eligible for public insurance but not
fully enrolled: all but 400,000 of the estimated 7.1 million uninsured lower-
income children (Broaddus and Ku, 2000). SCHIP has experienced slow growth
in its first years, and serious problems remain in reaching enrollment targets. While
3.3 million children had been enrolled by October 2000, maintaining children’s
participation in SCHIP beyond the first enrollment period presents additional
challenges (Broaddus and Ku, 2000; Cunningham and Park, 2000).

Prospects for Employment-Based Coverage

A continuation of the economic slowdown that began in late 2000, or a
further softening of the labor market, could erase the modest gains made in
employment-based coverage since 1994 (GAO, 2001a). A recent study by the

7States have the option to cover legal immigrants arriving before August 1996 and the option to
cover them after the five-year period.
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Center for Risk Management and Insurance Research at Georgia State University
suggests that a strong economy and competitive labor market do affect employ-
ment-based coverage rates. This analysis identified a rising wage level as account-
ing for more than half of the observed increase in employment-based coverage
between 1997 and 1999 (Custer and Ketsche, 2000a). When the authors of this
study projected the current estimate of 42 million uninsured Americans eight years
forward, based on different economic scenarios, they concluded (Custer and
Ketsche, 2000a):

e “Assuming continued economic growth and moderate health care cost
inflation, the number of uninsured Americans will rise to more than 48 million in
2009.

* In the event of a recession, the number who lack coverage will reach 61
million by 2009.

* Rapid economic growth coupled with rapid health care cost inflation,
such as characterized the 1980s, would lead to roughly 55 million uninsured in
2009.”

Under a different and more optimistic scenario, even if the most recent rate of
decline in the number of uninsured Americans continues for five more years, an
estimated 34 million people would still be uninsured by 2005 (Fronstin, 2001).

According to U.S. Labor Department unemployment filings, mass layofts (50
or more workers) lasting more than 30 days increased by 25 percent, comparing
the first calendar quarter of 2001 with the first quarter of 2000. Manufacturing
industries accounted for an increasing share of all layoffs (U.S. Department of
Labor, 2001). The manufacturing sector is one that is more likely to offer health
benefits, which workers who are laid off may lose if they cannot afford to pay the
premiums.

SUMMARY

This chapter has described the conditions under which health
insurance coverage is obtained and lost, and the individual, economic and policy
factors that affect opportunities for coverage and that increase or diminish the
likelihood of being uninsured. The following chapter presents a detailed picture of
that cross-section of Americans who are uninsured and the relative burdens of
uninsurance among various population groups.
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Box 3.1

People may lack coverage regardless of education, age, or state of residence.
Employment and geographic factors are central because private insurance is
closely tied to employment and eligibility for public programs is partly determined
by work and income criteria.

e Full-time, full-year employment offers families the best chances of having
health insurance, as does an annual income of at least a moderate level (greater
than 200 percent of the federal poverty level, or FPL). Two-thirds of all uninsured
persons are members of families who earn less than 200 percent of FPL, and
nearly one-third of all members of lower-income families are uninsured.

* The average person’s chances of being uninsured rise and then fall over
the course of a lifetime. Children have a lower-than-average chance of being unin-
sured, young adults a higher-than-average likelihood, and middle-age and older
adults face a gradually diminishing likelihood of lacking coverage. Because of
Medicare, persons over age 65 are rarely uninsured.

e Just over half of all uninsured persons are non-Hispanic whites. Higher-
than-average uninsured rates among racial and ethnic minority groups and among
recent immigrants reflect lower rates of employment-based coverage and lower
family incomes, on average, compared to non-Hispanic whites and U.S.-born res-
idents. African Americans are twice as likely as non-Hispanic whites to be unin-
sured, and Hispanics are three times as likely to be uninsured. Foreign-born resi-
dents are almost three times as likely as persons born in the United States to be
uninsured and, among the foreign born, non-citizens are more than twice as likely
as citizens to be uninsured.

e Gender disparities in coverage reflect the different experiences of adult men
and women in the workplace and public policies. Although men are more likely
than women to lack coverage, women have a lower rate of employment-based
coverage. Because women are more likely to obtain coverage through individual
policies and public programs, their insurance status tends to be less stable, with
more opportunities for gaps in coverage.

» Differences in population characteristics, industrial economic base, eligibil-
ity for public insurance, and the relative purchasing power of family incomes shape
geographic disparities in insurance coverage rates. Residents of the South and
West are more likely than average to be uninsured. Most uninsured persons live in
urban areas, although rural and urban residents are about equally likely to be
uninsured.
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Who Goes Without Health
Insurance?

Who Is Most Likely to Be
Uninsured?

This chapter provides a portrait of the uninsured, to support the Committee’s
future reports about the consequences of uninsurance. Here, the Committee
reviews and summarizes the published literature about what socioeconomic, de-
mographic, and geographic characteristics describe the uninsured both collectively
and as members of groups in the general population that are more likely than
average to be uninsured.! Supporting methodological information and data tables
provide the numbers behind the general statements in the text and can be found in
Appendixes C and D. All estimates are for persons uninsured during calendar year
1999 (the most recent available Current Population Survey data), unless otherwise
indicated.

The large number and variety of Americans who are uninsured underscore
the Committee’s conclusion that the voluntary, employment-based approach to
insurance coverage in the United States functions less like a system and more like
asieve. There are many ways to slip through the holes. People of all ages, levels of
education, and in all states may be uninsured, although socioeconomic and geo-

IThere is a wealth of information about the characteristics of uninsured persons, families, and
populations. In addition to the public surveys and databases conducted and maintained by federal
agencies such as the Bureau of the Census and the Department of Health and Human Services,
surveys and studies of insurance coverage and uninsured persons are supported by the Employee
Benefit Research Institute, the Commonwealth Fund, the Kaiser Commission on Medicaid and the
Uninsured, the Urban Institute’s Assessing the New Federalism project, and The Robert Wood
Johnson Foundation through the Community Tracking Study conducted by the Center for Studying
Health System Change.
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graphic factors that affect coverage are highly correlated. One’s chances of being
uninsured increase if one works in an occupation or in an employment sector
where employers are less likely to offer a health benefit, if one is self~employed or
works for a small private-sector firm, or if one has too low an income to afford
coverage.

The final section of this chapter includes estimates of the relative importance
of key social, economic, demographic, and geographic characteristics to one’s
likelihood of being uninsured, based on a new multivariate analysis of published
data. Most of the studies that the Committee reviewed are based on two-way
(bivariate) analyses of a characteristic and the probability that an individual with
that characteristic will be uninsured.

Throughout the chapter, the Committee addresses two questions together:

1. What are the characteristics of the uninsured population?
2. Who is most likely to be uninsured?

The distribution of socioeconomic, demographic, and geographic differences
in the general population under age 65 affects how these characteristics are distrib-
uted among the uninsured population because the relative size of specific popula-
tion groups affects their representation among the uninsured. For example, the
uninsured rate for the urban population is the same as that of the rural population,
although four out of five uninsured people live in urban areas, reflecting the
predominance of urban populations nationally.

HOW SOCIAL AND ECONOMIC FACTORS
AFFECT COVERAGE

Full-time, full-year employment offers families the best chances
of acquiring and keeping health insurance, as does an annual income of at least a
moderate level (greater than 200 percent of the federal poverty level [FPL]).
Insured status correlates highly with many aspects of employment, including work
status, income level, educational attainment, occupation, and employer character-
istics such as firm size and employment sector.

Work Status

Eight out of every ten uninsured people are members of families
with at least one wage earner, and six out of every ten uninsured people
are wage earners themselves. Nonetheless, members of families without
wage earners are much more likely to be uninsured than members of
families with wage earners.

Families with at least one full-time, full-year worker are more than twice as
likely to have health insurance coverage, compared to families whose wage earners
work part-time (less than 35 hours per week), as contingent labor (e.g., on a
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seasonal or temporary basis, as employees of contractors, self-employed), or in
which there is no wage earner (Copeland et al., 1999; Hoftman and Pohl, 2000;
Thorpe and Florence, 1999) (Figures 3.1 and 3.2). The availability of health
insurance in the workplace is the most important factor in determining whether
wage earners and their families are insured. Yet more than half of the uninsured
under age 65 years are members of families with one full-time, full-year worker.
Fully 82 percent of uninsured persons are members of families with at least one
wage earner (Hoffman and Pohl, 2000).

As discussed in Chapter 2, the rate of employment-based coverage has de-
clined since the late 1970s, with wage earners in long-term, full-time positions
(“core jobs”) more likely to be insured than persons recently employed or work-
ing less than full-time (“peripheral jobs”) (Farber and Levy, 2000). Contingent
workers are less likely than full-time, permanent workers to be offered employ-
ment-based coverage and less likely to take up or enroll in an offered plan,
although they may receive insurance through a spouse (Buchmueller, 1996-1997;
Copeland et al., 1999). Given the relatively small proportion of contingent work-
ers in the labor market (an estimated 10 percent in 1995) and the uniform decline
in coverage rates among employment sectors during the 1980s, the net decline in
employment-based coverage appears to have been driven by changes other than
an increasing number of contingent workers (Long and Rodgers, 1995; Copeland
et al., 1999). However, ongoing and future labor force changes may have more of
an adverse impact on employment-based coverage rates. One study has predicted
that greater numbers of part-time workers may cause the employment-based

Estimated 42.1 Million Uninsured People = 100.0%

Families with 1 or More Families with
Part-Time Workers No Workers
11.6% 17.6%

Families with
No Workers
17.6%

OR

55.1%
Families with 1

15.7% Full-Time Worker

Families with at Least

2 Full-Time Workers 82.4%
Families

with Workers

FIGURE 3.1 Distribution of uninsured population under age 65, by work status of self
or family breadwinner, 1999. NOTE: Numbers may not add to 100.0 percent due to
rounding.

SOURCE: Hoffman and Pohl, 2000.

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

62 COVERAGE MATTERS: INSURANCE AND HEALTH CARE

359 325 319

2 30

[0]

&4

é—o, 25

3 20 17.9 175

&

3 15 1

Z 10- 9.1

£

5 5 | I

0 h T T T T 1
Family with No 1 or More Part- 1 Full-Time 2 Full-Time General
Wage-Earning Time Workers Worker Workers Population Under
Workers Only Age 65

FIGURE 3.2 Probability of being uninsured for the population under age 65, by work
status of self or of primary wage earner, 1999.
SOURCE: Hoffman and Pohl, 2000.

coverage rate to decline by 1 to 7 percentage points by the year 2008 (Acs and
Blumberg, 2001).

Most uninsured wage earners are lower income (earning less than 200 percent
of FPL) or moderate income (between 200 and 400 percent of FPL) (Budetti et
al., 1999; Fronstin, 2000d; O’Brien and Feder, 1998). Members of lower-income
wage-earning families are more likely to lack coverage than are members of
moderate- and higher-income families. This is a function of both the reduced
likelihood that lower-waged jobs offer health benefits and the relatively costly
premium, compared to income, paid by lower-income families to purchase em-
ployment-based coverage (Gabel et al., 1999; O’Brien and Feder, 1999).

Income and Poverty

Two-thirds of all uninsured persons are members of lower-income
families (earning less than 200 percent of FPL). One-third of all mem-
bers of lower-income families are uninsured.

There are uninsured people at all income levels, although members of families
earning less than 200 percent of FPL are twice as likely to be uninsured as are
members of the general population under age 65 (Fronstin, 2000d).? Translating

2 In this discussion the term “family” is used to describe both a kinship and an economic relation-
ship (e.g., a single adult is considered to be a one-person family). Family income levels are defined as
follows:
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Estimated 42.1 Million Uninsured People = 100.0%

At Least 300% FPL $50,000 and Over Under $1(‘>;000
19.8% 22.9% 19.2 /0
<100% FPL
36.5%
$40-000-
15.1% $49,999
200% - 299% 7.9% 21.3%
FPL $10,000-
12.6% $19,999
$30,000-
28.7% $39,999 16.1%
100% - 199% FPL $20,000-$29,999

(for 1999, 200% of FPL for Family of 4 = $33,400)

FIGURE 3.3 Distribution of uninsured population under age 65, by family income level,
1999. NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Fronstin, 2000d.

percentages of the FPL into dollars allows for a more vivid comparison: almost
two of ten uninsured persons are members of families that earn less than $10,000
per year (Fronstin, 2000d). A family of four must have an income greater than 400
percent of FPL (for 1999, $66,800) to have less than a one in ten chance of being
uninsured (Figures 3.3 and 3.4) (Custer and Ketsche, 2000b).

Higher income does not necessarily mean a lower uninsured rate. Eligibility
for most public insurance (means-tested categorical programs) is restricted to spe-
cific categories of low- and lower-income persons. Many members of lower-
income families are not eligible for public insurance, yet they are not offered—nor
can they afford to buy—employment-based or individual health insurance. In
addition, the number and relative sizes of salaries that make up a family’s income
may determine whether employment-based health insurance is oftered at all. A
family having a single wage earner with a salary of $50,000 is more likely to have

* Low income: an annual income of less than 100 percent of the FPL, which is established on a
yearly basis for different types of family groups that comprise a given household, for example, one
adult, or one adult and two children;

* lower income: an annual income less than 200 percent of FPL; and

* moderate income: an annual income between 200 and 400 percent of FPL for a given family

group.

Table C.1 (Appendix C) lists incomes at the FPL and multiples of the FPL for individuals and families
of different sizes. In 1999, 200 percent of the FPL for one person was an annual income of $16,480,
for a family of two, $22,120, and for a family of 3, $27,760.
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access to health insurance than is a family with two wage earners, each of whom
earns an annual salary of $25,000.3

Federal policies have expanded the income eligibility standards for public
insurance for specific categories of lower-income persons. However, only some
states have adopted these higher standards. Few states offer enrollment to children
in families earning more than 200 percent of FPL or to adults in families earning
at least 100 percent of FPL. For this reason, persons from families with earnings
between 100 and 199 percent of FPL are almost as likely to go without coverage
as are people from families whose earnings are below 100 percent of FPL (Hoffman
and Schlobohm, 2000). Expansions of the Medicaid program from the mid-1980s
through the mid-1990s and the introduction of the State Children’s Insurance
Programs (SCHIP) helped reduce the proportion of lower-income persons with-
out health insurance from an estimated 38 percent in 1987 to an estimated 32
percent in 1999. These expansions left unchanged the principle that nondisabled
persons ages 18—64 may be eligible for Medicaid only when they are parents living
in households with children.

Educational Attainment

More than one-quarter of all uninsured adults have not earned a
high school diploma. Almost four of every ten adults who have not
graduated from high school are uninsured.

Employment-based health insurance coverage is associated increasingly with
the presence of a college degree (Figures 3.5 and 3.6) (Gabel, 1999). In addition to
being positively related to income, the attainment of a college degree is associated
with employment in certain sectors and types of jobs that are more likely than
others to include a health insurance benefit. Also, the worker’s educational level
has a small effect on the take-up rate of insurance offers. The decline in employ-
ment-based coverage between 1977 and 1998 almost entirely affected primary
wage earners who had not graduated from college and their dependents (Gabel,
1999). Compared with a relatively steady 80 percent employment-based coverage
rate for college graduates, high school graduates experienced a 5 percentage point
decline in employment-based coverage (from 68 percent to 63 percent insured)
between 1977 and 1998. Primary wage earners who did not complete high school
experienced an 18 percentage point decline in employment-based coverage rate
(from 52 percent to 34 percent) during this same time period. Years of education
serve to protect against the loss of insurance for holders of core jobs but not for
contingent or recently hired workers (Farber and Levy, 2000).

This pattern is influenced by both labor force and employer characteristics—
for example an employer’s willingness to ofter a health benefit with affordable
premiums or a subsidy. Almost seven out of ten workers (69 percent) without a

3This may reflect greater subsidy for higher-waged positions (Morrisey, 1993; Blumberg, 1999).
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Estimated 31.3 Million Uninsured Adults = 100.0%

At Least a
College Degree
12.1%

Less Than High School
26.8%

Some College
Education
24.9%

High School Diploma
36.1%

FIGURE 3.5 Distribution of uninsured adults (ages 19—-64 years), by level of educational
attainment, 1999. NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Hoffman and Pohl, 2000.
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FIGURE 3.6 Probability of being uninsured for adults (ages 19—64 years), by level of
educational attainment, 1999.
SOURCE: Hoftman and Pohl, 2000.
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high school diploma are offered employment-based coverage. The take-up rate
for this group of workers is 82 percent, only modestly below the overall worker
take-up rate of 85 percent. Of those with high school diplomas or less education
who are offered and decline coverage however, more than a third (36 percent)
remain uninsured, twice the rate of residual uninsurance as that of more highly
educated workers who decline workplace coverage. Less educated workers who
decline coverage are less likely to gain coverage through a spouse than are more
educated workers who decline coverage (Custer and Ketsche, 2000b). The de-
cline in employment-based coverage of primary wage earners with less education
may be attributed to the expense of coverage, whereas workers with higher
educational attainment may have other options for coverage.

Job Characteristics

There are greater numbers of uninsured blue-collar workers than
uninsured white-collar workers. Members of families with a primary
wage earner who is blue collar are more likely to be uninsured than are
members of families with a white-collar worker.

In addition to the job characteristics related to work status, the occupation of
a family’s primary wage earner influences the likelihood that members will be
uninsured (McDonnell and Fronstin, 1999). Uninsured rates vary dramatically
with regard to occupation: while almost half of all wage-earners working in
private houscholds (maids and domestic laborers) are uninsured, less than 10
percent of all wage earners in professional jobs are uninsured (McDonnell and
Fronstin, 1999).

Employer Characteristics

Wage-earners in smaller-sized firms, in lower-waged firms, in non-
unionized firms, and in nonmanufacturing employment sectors are more
likely to go without coverage.

Over the past decade, the overall increase in the number of uninsured persons
in working families has reflected a variety of dynamics related to employment-
based coverage. There are greater numbers of uninsured workers employed by
smaller firms (fewer than 25 employees), compared to larger firms, more em-
ployed in predominantly lower-waged or nonunionized firms, and more em-
ployed in sales (“wholesale and retail trade”) compared to the profile of employers
and industries that dominated the U.S. economy in the years after World War II
when our present employment-based coverage arrangements became established
(Gabel, 1999; Starr, 1982).

Economies of scale for employers in purchasing health benefit plans—that is,
lower costs per person for larger groups—mean that firm size plays a key role in
influencing the availability of employment-based coverage (Fronstin, 2000d;
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Estimated 24.2 Million Uninsured Wage Earners = 100.0%

Public-sector Employees
6.1%

Businesses with Fewer Than 10 Employees

Self-employed 20.7%

12.6%

12.3%

20.2% Businesses with 10-24 Employees

Businesses with
1,000 or More Employees

3.3% 14.1%

Businesses with 500- 10.6% Businesses with 25-99 Employees
999 Employees Businesses with

100-499 Employees

FIGURE 3.7 Distribution of uninsured wage ecarners (ages 18-64 years), by size of
employer’s firm, 1999. NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Fronstin, 2000d.

Fronstin and Helman, 2000).* Of the six out of every ten uninsured persons who
are wage ecarners, 46 percent are self~employed or work for private-sector firms
with fewer than 25 employees; the uninsured rate for this subgroup is 28 percent
(Figures 3.7 and 3.8) (Fronstin, 2000d). Firms that have at least 100 employees
account for more than one-third of all uninsured workers, reflecting the fact that
over 30 percent of the workforce is employed by larger firms. The uninsured rate
for wage earners in medium- and larger-sized firms ranges between 12 and 16
percent (Fronstin, 2000d).

Greater numbers of uninsured workers and dependents exist where the work-
ers are employed by lower-waged, compared to higher-waged firms, and by
nonunion firms, compared to union firms (Fronstin, 2000d; Gabel et al., 1999;
McDonnell and Fronstin, 1999). The chance of being uninsured is substantially
greater for workers in small- to medium-sized firms (fewer than 200 employees)
than for workers in larger firms (Kaiser-HRET, 2000). When more than one-
third of these smaller firms’ workers are considered lower-waged (earning less than
$20,000 annually), the coverage rate by employers drops to about half (35 percent)
of the coverage rate of comparable firms (85 percent) where less than one-third of
workers are lower-waged (Kaiser—=HRET, 2000). Since lower-waged workers are
more likely to work for smaller firms, this contributes to a sizable disparity be-
tween the 43 percent offer rate for lower-waged workers (defined as earning $7 or

4The administrative costs of coverage per capita decrease with the increasing size of the employer’s
group.
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Estimated 24.2 Million Uninsured Wage Earners = 100.0%

Public Sector
6.1%
Agriculture, Forestry, Fishing,
Mining, and Construction
17.1%

Personal Services
19.3%

Manufacturing
16.1%

Wholesale and Retail Trade
41.4%

FIGURE 3.9 Distribution of uninsured wage earners (ages 18—64 years), by sector, 1999.
NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Fronstin, 2000d.

less per hour) and the 93 percent offer rate for higher-waged workers (defined as
earning more than $15 per hour) (Cooper and Schone, 1997, data for 1996).

The employment sector, such as manufacturing, agriculture or sales, also
influences the probability that wage earners and their families will be uninsured
(Figures 3.9 and 3.10). Members of families whose primary wage earners work in
sales (wholesale and retail trade) comprise the single largest group of uninsured
members of working families, more than four out of ten uninsured people
(Fronstin, 2000b). Members of families whose primary wage earner works in sales
are also more likely than the general population to be uninsured (22 percent
uninsured rate). However, the highest uninsured rate is found among members of
families whose primary wage earner works in employment sectors such as agricul-
ture, forestry, fishing, mining, and construction. Almost one-third of all workers
in this sector are uninsured (Fronstin, 2000d).

HOW COVERAGE VARIES OVER A
PERSON'’S LIFE

The average individual’s chance of being uninsured traces an
increasing and then decreasing path across his or her life span. This begins with a
lower-than-average likelihood for children, a higher-than-average likelihood for
young adults, followed by a gradual decline in the probability of being uninsured
with advancing age and increasing connection to the labor force. At age 65, one
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FIGURE 3.10 Probability of being uninsured for wage earners (ages 18-64 years), by
sector, 1999.
SOURCE: Fronstin, 2000d.

has a minimal likelihood of being uninsured because Medicare provides nearly
universal coverage. Marriage and the rearing of infants and young children both
lower the chances, on average, that an adult will be uninsured. Within this broader
trend, however, variations in sources of coverage and health status across age
cohorts, as well as participation in the labor market, result in important differences.

Age

Three-quarters of the uninsured are adults (ages 18—64 years), while
one-quarter of the uninsured are children. Compared with other age
groups, young adults are the most likely to go without coverage.

The age distribution of uninsured persons relative to the total population
reflects the availability of public programs for children and the decreasing number
of uninsured adults in a specific age group as the group grows older. One-quarter
of uninsured adults are between the ages of 18 and 24 years; more than one-
quarter are between 25 and 34 years old; slightly less than a quarter are between 35
and 44 years; the remaining quarter of uninsured adults is comprised of persons
between the ages of 45 and 64 (Figure 3.11) (Fronstin, 2000d). The age distribu-
tion of children without health insurance coverage is similar to the age distribution
of children in the general population.

An estimated one out of every seven children (ages 0—17 years) is uninsured,
while almost one out of every five adults (ages 18—64 years) is uninsured (Fronstin,
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Estimated 42.1 Million Uninsured People = 100.0%

55-64 Years
8.1% 0-5 Years
7.8%

6-12 Years
45-54 Years 9.0%
11.6%

13-17 Years

6.9%
35-44 Years
17.6%
18-24 Years
18.3%

25-34 Years
20.9%

FIGURE 3.11 Distribution of uninsured population under age 65, by age group, 1999.
NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Fronstin, 2000d.

2000d). Two groups of adults are of particular concern, young adults (ages 18
through 24 years) because of their high uninsured rate (29 percent) and midlife
adults (ages 55 through 64 years) whose uninsured rate is lower than average (14
percent) but whose family incomes have begun to decline, on average, and who
have a greater anticipated need for health services (Figure 3.12).

Young Adults (Ages 18 Through 24 Years)

Almost three out of every ten young adults do not have health insurance.
Members of this age group are nearly twice as likely to be uninsured compared to
members of the general population under age 65. This higher-than-average prob-
ability has been the case since at least the mid-1980s, and the uninsured rate for
this group continues to increase over time (Rowland et al., 1998; Swartz, 1998;
Quinn et al., 2000).

Opverrepresentation of young adults among the uninsured reflects social, eco-
nomic, and demographic factors. Young adulthood is a period of transition from
school to work, likely to involve changes that may lead to gaps in health insurance
coverage. For young adults who are not wage earners, family income is a key
factor affecting their likelihood of being uninsured. Families covered by employ-
ment-based health insurance often extend coverage to children who are supported
as full-time college students (usually through age 23). A family’s ability to support
one or more children as full-time college students usually reflects moderate or
higher income levels. Even among full-time college students (6.5 million people),
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the uninsured rate is relatively high—one out of every five students (about 1.3
million people). Of the remaining 12 million young adults who are not full-time
college students, almost two out of five persons are uninsured (Quinn et al.,
2000).

Social and economic factors present potential barriers to young adults trying
to obtain coverage through employment-based plans. They are more likely to
work in smaller firms, more likely to hold entry-level or lower-waged jobs (less
than $10 per hour), and as a result, less likely to receive an ofter of employment-
based coverage (Custer and Ketsche, 2000b; Quinn et al., 2000). When health
insurance is offered to young employees, it 1s more likely to require that the
employee pay a relatively high proportion of the costs. Take-up rates for young
adults are lower than for the adult population overall, although estimates of the
difference vary with the data source and age ranges being compared (Cunningham,
1999a; McDonnell and Fronstin, 1999; Custer and Ketsche, 2000b). Nonetheless,
young adults do share the views of older adults that health insurance is important,
and they cite the cost of premiums as the most important reason for deciding not
to enroll in a health plan (Quinn et al., 2000). Some young people, likely those
with no option to buy coverage at work, buy individual coverage. One measure of
the value of coverage is the fact that this age group shows a higher-than-average
rate for individually purchased coverage (Figure 3.13) (Fronstin, 2000d).

Midlife Adults (Ages 55 Through 64 Years)

Midlife adults are less likely to go without health insurance than are members
of the population overall, yet their risk is of particular concern because of their
collective decline in income; their transition in work status from full-time, full-
year work to contingent labor or retirement; and their decline in health status,
accompanied by increased spending for health services (GAO, 1998; Brennan,
2000). During 1996, about one-third of midlife adults with family incomes under
$10,000 were uninsured. For this age group, the uninsured rate dropped to less
than 10 percent only for those whose family income was at least $40,000.

Adults between the ages of 55 and 64 are “the largest and most easily identi-
fiable segment of the [medically] high-risk population,” accounting for two-thirds
of all deaths and more than one-third of all surgical procedures and hospital days
among all adults under 65 years of age (Jensen, 1992). This is the age group most
likely to report fair or poor health status, the presence of chronic disease, or the
presence of a limiting condition or disability (Jensen, 1992; Brennan, 2000). In
this age group, women are more likely than men to be uninsured and to suffer
worse health (Monbheit et al., 2001).

Given this age group’s overall health status, the proportion of persons unin-
sured would be even higher than observed were it not for higher-than-average
rates of enrollment in Medicaid and Medicare by the disabled and higher enroll-
ment in individual insurance (GAO, 1998; Brennan, 2000). While uninsured
midlife adults are more likely than other adults to purchase individual policies,
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they are also more likely to find these policies unaffordable (due to medical
underwriting for individuals and experience rating for the age group), inadequate
(e.g., preexisting conditions may be excluded from coverage), or unavailable
(GAO, 1998). Men are significantly more likely to be covered by employment-
based insurance and Medicare (when certified as being permanently disabled or as
having end-stage renal disease), while women are significantly more likely to be
covered by individual policies and by Medicaid (Brennan, 2000). Women’s lower
incomes contribute to greater Medicaid eligibility (Wyn et al., 2001).

‘Widening gaps in employment-based retiree health coverage mirror the over-
all decline in employment-based coverage. Over the past decade, there has been a
decline in the number of large firms offering health insurance coverage to retirees
(Fronstin, 2001). A December 1990 change in standard accounting practice (Fed-
eral Accounting Standard 106) has made explicit and transparent to investors the
large unfunded liabilities inherent in employers’ promises of retiree benefits, dis-
couraging employers from offering a health insurance benefit to new retirees
(GAO, 1998; Fronstin, 2001). Wage-earners who retire before age 65 because of
a health condition may find themselves uninsured if their employer does not offer
retiree coverage, if the cost to continue enrollment in the employer’s plan is
prohibitive, or if individual insurance coverage is too costly or not available.

Children

Federal and state policies have given high priority to providing health insur-
ance opportunities for children, yet the uninsured rate for children is almost 14
percent and an estimated two-thirds of all uninsured children are believed to be
eligible for public insurance (Broaddus and Ku, 2000; Mills, 2000).

Between 1977 and 1996, the uninsured rate for children rose, consistent with
the decline in employment-based coverage for adults over the same period
(Weinick and Monbheit, 1999). From 1994 through 1998, half of the increase in
the number of uninsured children consisted of children from lower-income fami-
lies (less than 200 percent of FPL) and the other half from families with at least a
moderate income level (at least 200 percent of FPL) (Holahan and Kim, 2000).
Between 1998 and 1999, when the coverage rate improved for the first time in
more than a decade, children accounted for 60 percent (1 million people) of the
overall decline in the total number of uninsured people (Guyer, 2000).

Since 1995 there has been a decline in the proportion of children covered by
Medicaid, reflecting the impact of the 1996 welfare reform that uncoupled Med-
icaid eligibility and enrollment from public income assistance (Broaddus and Ku,
2000). Independent of the economic prosperity that began in the mid-1990s,
welfare reform is estimated to have caused a decline in public health insurance
coverage of between 8 and 13 percentage points for children from low-income
families (less than 100 percent of FPL) (Guyer, 2000; Kronebusch, 2001).

Some of the losses in Medicaid coverage for children from lower-income
families have been recouped by SCHIP (Guyer, 2000). Medicaid now covers one
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in four children overall. Nonetheless almost all lower-income uninsured children
(7 million) are eligible for either Medicaid or SCHIP (Broaddus and Ku, 2000).
There are continuing problems with program outreach, enrollment, and mainte-
nance of enrollment (Broaddus and Ku, 2000; Cunningham and Park, 2000). By
2002, all low-income children (family income less than 100 percent of FPL)
should be eligible for public insurance under either Medicaid or SCHIP (Broaddus
and Ku, 2000). It is anticipated that SCHIP will reduce the proportion of children
who are uninsured as states more fully implement their programs and if current
funding streams are maintained or expanded (Selden et al., 1999).

Marital Status

There are more unmarried than married adults among the ranks of
the uninsured. Unmarried persons are much more likely than are those
who are married to be uninsured.

Marriage often serves as a protective factor against being uninsured; 29 per-
cent of uninsured adults are married, while 35 percent of uninsured adults report
themselves as never having been married and 11 percent report themselves as
being divorced (Rhoades and Chu, 2000). If both spouses in a married couple are
wage earners, they have two potential chances to obtain coverage, through one
spouse’s employer or the other’s. Furthermore, the family income of married
couples, like that of two-parent families, may reflect the contribution of more
than one wage-earner, giving a potential economic advantage in comparison with
the family incomes of single people and single parents. As a result, married couples
may be more likely to find that health insurance premiums are affordable (Figure
3.14). The uninsured rate for two single adults living together (35 percent) is
higher than the uninsured rate either for single adults living alone (16 percent) or
for married adults without children (17 percent) (Hoffman and Schlobohm, 2000).

Young adults are less likely to be married and, thus, less likely to have the
chance to obtain coverage through a spouse. Only 15 percent of young adults ages
19 to 23 years are married and 3 percent are covered by their spouse (Quinn et al.,
2000). For people aged 24 to 29 years, almost half are married and 11 percent
recelve insurance coverage through a spouse, compared to those ages 30 to 64, of
whom two-thirds are married and 18 percent are covered by a spouse’s policy.

Family Composition

More than half of all uninsured persons are members of families that
include children, and more than half of all uninsured children live in
two-parent families, comparable to their numbers in the general popu-
lation. However, individuals in families without children are more likely
to go without coverage than those in families that include children.

The fact that families with children are more likely to be insured may reflect
the slower rate of increase in insurance premium costs over time for employment-
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FIGURE 3.14 Probability of being uninsured for adults (ages 18—64 years), by marital
status, 1999.
SOURCE: Rhoades and Chu, 2000.

based family coverage (Figures 3.15 and 3.16) (GAO, 1997a; GAO, 1997b). The
uninsured rate for lower-income households is lower for families with children
because some or all of the children may be eligible for and enrolled in Medicaid
and SCHIP. Between 1976 and 1996, there was little change in children’s
uninsurance rates among two-parent working families, but there was an 8 percent-
age point increase in the uninsured rate for children in single-parent working
families (Weinick and Monbheit, 1999). Single parents tend to be young adults,
which compounds the likelihood that they will lack coverage. Eligible children
are more likely to participate in Medicaid if all family members have the opportu-
nity to obtain coverage (Broaddus and Ku, 2000). However, 14 percent of all
families with children are only partially insured (one or more members uninsured)
and 10 percent are entirely without coverage (Hanson, 2001).

Lower-income parents face income and other eligibility criteria that may
prevent them from qualifying for Medicaid, although their children may be cov-
ered. This may result in a family being partially insured. Since welfare reform in
1996, lower-income parents have been losing insurance coverage, with the de-
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Estimated 42.1 Million Uninsured People = 100.0%
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32.1%

Single Parent, With Children
13.8%

FIGURE 3.15 Distribution of uninsured population under age 65, by family composi-
tion, 1999. NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Hoffman and Pohl, 2000
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FIGURE 3.16 Probability of being uninsured for population under age 65, by family
composition, 1999.
SOURCE: Hoffman and Pohl, 2000.

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

80 COVERAGE MATTERS: INSURANCE AND HEALTH CARE

cline in public coverage greater than the increase in employment-based coverage.
The impact falls disproportionately on lower-income mothers (Guyer and Mann,
1999; Garrett and Holahan, 2000; Klein, 2000; Guyer et al., 2001). Only 33
percent of women who move from public assistance to employment obtain cov-
erage through their employer (Garrett and Holahan, 2000). Among low-income
people (less than 100 percent of FPL), working parents are twice as likely to be
uninsured as nonworking parents because nonworking, single parents often have
very young children and are more likely to have Medicaid coverage (Guyer and
Mann, 1999).

OTHER DEMOGRAPHIC DISPARITIES IN
COVERAGE

The nature and type of labor force participation determine
whether individuals and family members obtain employment-based coverage.
Foreign-born persons and members of ethnic and racial minority groups are more
likely than average to be uninsured, although their smaller numbers in the general
population mean that uninsured rates overall are dominated by the rates for U.S.-
born citizens and non-Hispanic whites.

Immigrant Status and Nativity

Most uninsured people are U.S. citizens by birth (native-born resi-
dents comprise about 90 percent of the general population). The rela-
tively small proportion of the general population comprised of natural-
ized citizens and noncitizens (immigrants) is significantly more likely
than U.S.-born residents to be uninsured, although immigrants’ unin-
sured rates decline with increasing length of residency in the United
States.

Residency status, family income, and length of residency in the United States
are important influences on the likelihood that a person will lack insurance cover-
age (Carrasquillo et al., 2000). Foreign-born residents of the United States (in-
cluding naturalized citizens, legal permanent residents, legal temporary residents,
refugees, and undocumented immigrants) are almost three times as likely as U.S.-
born residents to be uninsured, and among the foreign-born, noncitizens are more
than twice as likely as citizens to be uninsured (Figures 3.17 and 3.18) (Mills,
2000).> Foreign-born residents are a relatively small proportion, about 10 percent,
of the general population under age 65.° The declining uninsurance rate for

SStudies of immigrants’ insurance status have only recent data to draw on, since the Census
Bureau’s Current Population Survey began collecting information about country of origin, date of
arrival, and citizenship status in 1994 (Carrasquillo et al., 2000).

OThe most recent Immigration and Naturalization Service estimate of the undocumented immi-
grant population is about 5 million people (as of October 1996). The annual growth in this number
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Estimated 42.1 Million Uninsured People = 100.0%
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FIGURE 3.17 Distribution of uninsured population under age 65, by immigrant status
and nativity, 1999. NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Hoftman and Pohl, 2000.

immigrants with longer residence in the United States means that they contribute
a relatively modest number and proportion to the overall growth in the uninsured
population (Holahan et al., 2001).

Disparities in uninsured rates between immigrants and native-born U.S. resi-
dents reflect the lower rates of employment-based coverage among immigrants,
which in turn is linked to greater-than-average likelihood employment in lower-
waged positions (paying $7 or less per hour) and work in employment sectors with
lower-than-average coverage rates (Carrasquillo et al., 2000).” Among full-time
wage earners, 51 percent of noncitizen immigrants had employment-based cover-
age, compared with 76 percent of naturalized citizens and 81 percent of U.S.-born
residents. Even among the lowest-waged full-time workers (earning less than
$15,000 annually), 27 percent of noncitizen immigrants have employment-based

is projected to be approximately 275,000 persons per year (INS, 2001). This number represents about
1.9 percent of the general U.S. population for 1996.

There is little published national data about uninsured rates among undocumented immigrants.
Studies that have evaluated local experiences with undocumented persons find that uninsured rates are
much higher than for legal immigrants (Berk et al., 2000). For example, Project HOPE’s 19961997
Hispanic Immigrant Health Care Access Survey of 972 undocumented immigrants in four cities (El
Paso, Houston, Los Angeles, and Fresno) estimated an uninsured rate between 68 percent and 84
percent (Schur et al., 1999).

7This study followed immigrants from the 16 countries that contribute the largest numbers of
immigrants to the United States.
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FIGURE 3.18 Probability of being uninsured for population under age 65, by immigrant
status and nativity, 1999.
SOURCE: Hoffman and Pohl, 2000.

coverage, compared to 58 percent of U.S.-born residents (Carrasquillo et al.,
2000). There is much variation in uninsured rates, reflecting the employment-
based coverage of the sectors in which specific immigrant groups tend to concen-
trate. For example, there are concentrations of Mexican immigrant workers in
agriculture, which has a higher-than-average uninsured rate, while Filipino immi-
grants often work in the health care industry, which has a lower-than-average
uninsured rate.

For members of families headed by foreign-born persons who are not oftered
employment-based insurance and who are priced out of the individual insurance
market, restrictive immigration and welfare policies enacted in the past five years
have made public coverage increasingly difficult, if not impossible, to obtain.
Since 1996, welfare and immigration reform legislation have banned legal immi-
grants who arrive after August 1996 from eligibility for Medicaid, SCHIP, and
other federal means-tested benefits programs for their first five years in the United
States, except for the financing of emergency care, with exceptions made for
specific categories of persons including refugees (Rosenbaum, 2000).8

SWith regard to Medicaid, the specific legislation includes the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996, as amended by the Illegal Immigration Reform and Immi-
grant Responsibility Act of 1996. The Balanced Budget Amendments Act of 1997 that established
SCHIP excluded recently arrived (after August 1996) legal immigrant children from eligibility
(Rosenbaum, 2000).
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Both by design and in unintended ways (what many commentators describe
as the “chilling effect” of the 1996 federal legislation), there was a steady decline in
public coverage for lower-income, noncitizen immigrants between 1996 and
1999, contributing to an 8.5 percentage-point increase in their uninsured rate and
a similar increase (8 percentage points) in the uninsured rate for U.S.-born chil-
dren of legal immigrant parents (Ku and Matani, 2001). Children in immigrant
families are more likely to be uninsured, whether or not their parents are citizens,
although a child’s status as a citizen reduces somewhat the probability of being
uninsured (Brown et al.,, 1999). In lower-income working families, almost 20
percent of all U.S.-born children are uninsured, while slightly more than 50
percent of all foreign-born children are uninsured (Guendelman et al., 2001).

Race and Ethnicity

Non-Hispanic whites comprise about half of the uninsured, reflect-
ing their majority in the general population. Non-Hispanic African
Americans are twice as likely, and Hispanics three times as likely, as
whites to be uninsured.

Higher uninsured rates among members of racial and ethnic minority groups
are a consequence of lower rates of employment-based coverage and higher
proportions of lower-income families within each group (Figures 3.19, 3.20, and
3.21). These rates are only partially offset by higher rates of public insurance
coverage (Gabel, 1999; Brown et al.,, 2000a; Monheit and Vistnes, 2000; Shi,
2000b). Since the late 1970s, members of racial and ethnic minority groups have
experienced a disproportionate decline in employment-based coverage (Gabel,
1999). For Hispanics, the declining rate also reflects changes related to declining
family income levels and lower levels of educational attainment (Monheit and
Vistnes, 2000). These changes are related to a shift in composition of the Hispanic
population, with an increasing proportion comprised of immigrants from Central
America and Mexico (Gabel, 1999; Monheit and Vistnes, 2000).

Hispanics

More than one-third of all Hispanics under age 65 are uninsured.
Mirroring the uninsured population as a whole, more than one-half of uninsured
Hispanics are members of families with at least one full-time, full-year worker, and
more than eight out of ten are members of households with at least one part-time
worker (Quinn, 2000). From 1987 through 1996, the number of uninsured His-
panics nearly doubled, reflecting both population growth and the decline of
employment-based coverage (Monheit and Vistnes, 2000; Quinn, 2000).

The high uninsured rate for Hispanics reflects the fact that Hispanic wage
earners are much less likely than average to be offered employment-based cover-
age and slightly more likely than non-Hispanic whites to decline to take up the
offer (Cunningham, 1999a; Schur and Feldman, 2001). Since the mid-1970s,
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FIGURE 3.19 Distribution of uninsured population under age 65, by race and ethnicity,
1999. NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Hoffman and Pohl, 2000.
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Hispanic male wage earners uniquely have experienced a decline in offer rates for
employment-based coverage (Monheit and Vistnes, 2000). Non-Hispanic whites
in smaller firms are twice as likely to be offered coverage as are Hispanics (Quinn,
2000). The high uninsured rate for Hispanics also reflects a lower-than-average
rate of public coverage for members of lower-income families. In families that
earn less than the FPL, 45 percent of all Hispanics are uninsured, compared with
32 percent of non-Hispanic whites (Fronstin, 2000d).

In Hispanic families, 49 percent of members are covered by employment-
based insurance plans: 59 percent are offered the chance to purchase coverage, and
83 percent take up this offer to enroll (Custer and Ketsche, 2000b). For members
of families in which the primary wage earner is not offered employment-based
coverage, 10 percent obtain employment-based coverage through other means, 2
percent purchase individual coverage, 23 percent obtain public insurance and 66
percent remain uninsured. For family members of primary wage earners who
decline to purchase employment-based coverage, 34 percent receive employ-
ment-based coverage through other family members, 3 percent purchase indi-
vidual coverage, 17 percent receive public insurance, and 46 percent remain
uninsured (Custer and Ketsche, 2000b). The age distribution of Hispanics contrib-
utes to the high numbers of uninsured; the Hispanic population has a higher
proportion of younger persons than older ones, and more than half of all Hispanic
young adults go without health insurance (Hoffman and Pohl, 2000; Quinn,
2000).

Social and economic factors and nativity jointly contribute in important ways
to the uninsured rate of the Hispanic population, because a significant proportion
of this group are foreign-born or members of immigrant households. Among adult
male wage-earning Hispanics, for example, Puerto Ricans and Cuban Americans
have similar rates of private coverage, although Puerto Ricans have a higher
employment-based coverage rate while Cuban Americans have a higher rate of
individually purchased coverage (Fronstin et al., 1997). Mexican Americans have
the lowest rate of private coverage compared to Puerto Ricans and Cuban Ameri-
cans, reflecting lower wage levels and lower levels of education on average for
Mexican Americans.

In addition, Hispanics who identify themselves as noncitizens are more than
twice as likely to go without health insurance (58 percent uninsured rate) as
Hispanic citizens (27 percent uninsured rate) (Brown et al., 2000a). If Hispanic
children as a group had comparable citizenship and immigration status, parental
educational attainment, work status, and family income as the rest of the popula-
tion under age 18, they would still be more likely to be uninsured than non-
Hispanic white, African-American, and Asian-American children (Weinick and
Monheit, 1999).

American Indians and Alaska Natives

Almost one-third of all American Indians and Alaska Natives are
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uninsured, a rate almost as high as that for Hispanics. There is little about
the distinctive experiences of American Indians and Alaska Natives in the litera-
ture discussing insurance status and the uninsured population. There are few
published population-level studies, and the survey data on which these studies are
based may be weakened by small sample size since there are only 2.4 million self-
identified American Indians and Alaska Natives (roughly 1 percent of the U.S.
population); by inconsistencies in identifying and coding ethnic identity; and by a
wide geographic range of residence (Brown et al., 2000a). It is important to note
that in addition to or instead of insurance, some receive services directly through
the Indian Health Service.

This high uninsured rate for Native Americans reflects a lower rate of em-
ployment-based coverage, higher-than-average unemployment rates, and lower-
than-average wages for those who are employed. These three factors are only
partially offset by a higher-than-average rate of public coverage by Medicaid and
SCHIP. The federal Indian Health Service (IHS) delivers health care directly to
persons who are recognized as American Indians or Alaska Natives. These services
reach only about 20 percent of this population, mainly persons who live on
reservations, who reside near the few urban IHS facilities around the country, and
who belong to tribes that are federally recognized. The relatively low proportion
of persons who obtain services from IHS reflects in part the predominantly urban
location of this population (Brown et al., 2000a). Among Native Americans, 51
percent have employment-based coverage, compared with 73 percent of non-
Hispanic whites, and individual insurance coverage is at one-fifth the rate of that
for non-Hispanic whites (Brown et al., 2000a). About 17 percent of Native
Americans have Medicaid, almost three times the rate of non-Hispanic whites (6
percent), reflecting the fact that Native Americans are about twice as likely to be
members of lower-income families (Brown et al., 2000a). Yet almost half of all
lower-income families in this group were uninsured, about twice the uninsured
rate for lower-income families generally.

African Americans

Non-Hispanic African Americans are almost twice as likely as non-
Hispanic whites to be uninsured (Fronstin, 2000d). From 1987 through
1996, the number of uninsured African Americans wage earners grew by 4.5
percentage points and the employment-based coverage rate declined, particularly
for women wage earners (Monheit and Vistnes, 2000). Subsequent overall gains in
employment-based coverage between 1994 and 1997 did not lower this uninsured
rate substantially (Brown et al., 2000a).

Much of the high uninsured rate for African Americans is a consequence of a
lower rate of employment-based coverage, even though primary wage earners in
African-American families tend to work for larger-sized firms and in employment
sectors with higher coverage (Brown et al., 2000a). In African American working
families, 65 percent of their members have employment-based coverage: 77 per-
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cent are offered the chance to purchase coverage, and 86 percent take up this offer
to enroll (Custer and Ketsche, 2000b). When employment-based coverage is not
offered, 2 percent purchase individual coverage, 37 percent are covered by public
insurance, and 49 percent remain uninsured. When a primary wage earner de-
clines job-based coverage, 31 percent of family members obtain employment-
based coverage through another family member, 3 percent purchase individual
coverage, 29 percent obtain public insurance, and 37 percent remain uninsured
(Custer and Ketsche, 2000b). When a family’s primary wage earner has obtained
employment-based coverage, the employment-based coverage rate for dependents
is lower for African-American family members than for Hispanics (34 percent
versus 43 percent, respectively) and the public coverage rate is higher (9 percent
versus 5 percent) (Custer and Ketsche, 2000b). A lower proportion of African-
American families have at least one full-time, full-year wage earner (58 percent,
compared with 71 percent for non-Hispanic whites). Across all firm sizes, African
Americans have lower employment-based coverage rates than non-Hispanic
whites, with the disparity ranging from 14 to 30 percentage points (Brown et al.,
2000a).

Across employment sectors, African Americans have lower employment-
based coverage rates than non-Hispanic whites. For sectors with lower coverage
such as agriculture and sales, 45 percent of African Americans are covered com-
pared with 66 percent of non-Hispanic whites. For higher-coverage sectors such
as manufacturing and professional services, 72 percent of African Americans are
covered, compared with 86 percent of non-Hispanic whites (Brown et al., 2000a).
Over time, African-American men have had a declining take-up rate for employ-
ment-based coverage, in comparison to non-Hispanic whites (Cunningham,
1999a; Custer and Ketsche, 2000b). This may reflect the increasing unaffordability
of health insurance premiums for lower-income working families (Monheit and
Vistnes, 2000).

The higher-than-average rate of public coverage for African Americans off-
sets some but not all of the disparity in employment-based health insurance
coverage. This public coverage rate reflects the fact that 47 percent of all African
Americans under age 65 are members of lower-income families, compared to
about 20 percent of all non-Hispanic whites (Fronstin, 2000d). Public coverage
rates are comparable for members of lower-income families, whether African
American or non-Hispanic white, although African-American children have a
higher participation rate in Medicaid (Brown et al., 2000a; Mills, 2000). African-
American families with moderate or higher income levels, however, remain al-
most twice as likely as white non-Hispanics to be uninsured (Fronstin, 2000d).

Asian Americans and Pacific Islanders

There are disproportionately high uninsured rates among some eth-
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nic groups collectively described as Asian American and Pacific Is-
lander, reflecting the particular group’s distinctive social, economic, and
demographic characteristics and members’ status as immigrants, refu-
gees, or U.S.-born citizens (Brown et al, 2000a; Hoffman and Pohl,
2000). Rates for employment-based health insurance coverage vary considerably,
with lower rates for Koreans and Vietnamese (and uninsured rates correspondingly
high, greater than 30 percent) and higher rates for Japanese and families with
residency extending over multiple generations (Carrasquillo et al., 2000). Gener-
ally, for Asian Americans and Pacific Islanders the rates of public insurance (Med-
icaid) are lower than those for other racial and ethnic groups, except for Southeast
Asians, whose refugee status allows them to obtain public insurance coverage
(Brown et al., 2000a).

Gender

More men than women are uninsured, and men are more likely than
women to be uninsured.

Gender disparities in insurance coverage reflect the different experiences of
men and women in the workplace and with public policies. There are more
uninsured men (ages 18 through 64 years) than women, although women have a
lower rate of employment-based coverage (Fronstin, 2000d). More women, on
average, are eligible for public insurance because of their lower average income
level and the greater likelihood that they may qualify for Medicaid during preg-
nancy or as the parent of infants and young children (Short, 1998). Most adults
with Medicaid are women in lower-income families, for the most part pregnant
women or the mothers of young children (Wyn et al., 2001). While fewer women
than men go without coverage entirely, the greater number of women with
individual insurance coverage and the higher number of women covered by
public insurance are cause for concern, because such coverage tends to be un-
stable, thus creating more opportunities for gaps in coverage. (Miles and Parker,
1997; Fronstin, 2000d).

Both income and marital status are important influences on the likelihood
that wage-carning women will be uninsured (Buchmueller, 1996-1997; Short,
1998). Single women are more likely to be offered employment-based health
insurance than are single men (an offer rate of 78 compared to 72 percent),
whereas married women are somewhat less likely than married men to be offered
employment-based coverage. Lower take-up rates among married women wage
earners, compared to married male wage earners (63 percent versus 72 percent) are
a consequence of the greater likelihood that married women are insured as depen-
dents on their spouse’s health insurance policy (Buchmueller, 1996-1997, based
on 1993 Current Population Survey data).
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HOW GEOGRAPHIC DIFFERENCES AFFECT
COVERAGE

The decentralized labor and health services markets in the
United States, and the distinct public policies in each state and locality, together
create unique contexts for the patterns already described for individuals and popu-
lation groups. Differences among states with respect to population characteristics,
industrial economic base, eligibility for public insurance, and relative purchasing
power of family incomes shape the geographic disparities in insurance coverage
rates (Marsteller et al., 1998; Rowland et al., 1998; Brown et al., 2000b;
Cunningham and Ginsburg, 2001).

Region and State

The South and the West, the most populous regions, are home to
the greatest numbers of uninsured persons (an estimated 17 million and
12 million, respectively). Residents of these regions are more likely than
average to be uninsured.

The pattern is similar for persons at all income levels: Southerners and West-
erners are more likely to be uninsured than are those who live in the North and
Midwest (Figures 3.23, 3.24, and 3.25) (Fronstin, 2000d; Mills, 2000). Uninsured
residents of California and Texas comprise more than one-quarter of the total
number of uninsured persons, an estimated 12 million people (Hoffman and Pohl,
2000). New York and Florida are the third and fourth most populous states,
respectively; their uninsured residents account for almost one-fifth of uninsured
persons nationally. The remaining 47 jurisdictions (including the District of Co-
lumbia) are each estimated to contribute less than 4 percent of the total number of
uninsured persons nationally.

There is much to be learned about what influences regional variation in
uninsurance rates. A multivariate analysis of 60 communities across the United
States, whose uninsured rates ranged from 5 to 29 percent, found that “population
characteristics, employment, and unexplained or unmeasured geographic varia-
tions account for most of the differences” (Cunningham and Ginsburg, 2001).
About one-third of the variation in uninsured rates is attributable to a combination
of differences in racial and ethnic group composition (18 percent) and a combina-
tion of income and education (14 percent). About one-quarter of the difterence is
explained by employers’ characteristics (21 percent) and employment rates (6
percent). Only about 13 percent of the difference among uninsured rates is ex-
plained by differences in Medicaid eligibility guidelines among the states.

Urban and Rural Areas

Reflecting the predominantly urban concentration of the U.S. popu-
lation, most uninsured persons live in urban areas. Rural and urban
residents, however, are about equally likely to be uninsured.
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More than four times as many uninsured persons live in urban as in rural areas,
yet rural and urban residents have about the same chance of being uninsured
(Figure 3.25).7 As with other types of geographic comparisons, these general at-
tributes mask underlying differences in local economies, health services infrastruc-
ture, public policies, and population characteristics that distinguish urban from
rural areas (Hartley et al., 1994; Ormond et al., 2001). Although uninsured resi-
dents of rural areas are fewer in number, their presence is no less a concern. Similar
to the overall trend in the 1990s, the number and proportion of uninsured among
rural residents has increased (Pol, 2000).

Rural and urban areas differ in the mix of sources of coverage for their
residents, with a higher private coverage rate in urban (71 percent) than in rural
(68 percent) areas and a higher public coverage rate in rural areas (14 percent)
compared to urban (11 percent) areas (Rhoades and Chu, 2000). The difficulties
that small businesses face in purchasing affordable health insurance policies for
their employees account for much of the disparity in coverage between rural and
urban wage earners (Coburn et al.,, 1998; Mueller et al., 1998; Pol, 2000). In
addition, rural uninsured workers are more likely to be employed by lower-waged
firms, to work on a contingent basis, and to work in particular employment sectors
(e.g., agriculture) with lower-than-average coverage rates. Even though there are
greater numbers of lower-income uninsured persons among urban than among
rural residents, rural uninsured workers are even more likely than their urban
counterparts to earn relatively lower wages and to be members of lower-income
families.

For urban areas, uninsured rates vary not only with differing population
densities but also with the socioeconomic status of residents and with the presence
of sizable immigrant communities (Brown et al., 2000b). The uninsured rates for
the 85 largest metropolitan statistical areas (MSAs) range from 7 percent (Akron,
Ohio, and Harrisburg, Pennsylvania) to 37 percent (El Paso, Texas) and employ-
ment-based coverage rates vary between 84 percent (Milwaukee, Wisconsin) and
49 percent (El Paso, Texas) (Brown et al., 2000b, based on 1997 data). Compared
to the national average uninsured rate, 27 of these urban areas have significantly
lower rates, while 12 have significantly higher rates.

9Definitions of urban and rural are not uniform. Differences in definitions and in survey methods
may give differing estimates of the numbers of uninsured persons. The Current Population Survey
(CPS) does not include a single variable to distinguish urban from rural areas.

* For the latter half of the 1990s, CPS data give higher uninsured rate estimates for urban com-
pared with rural areas, while Medical Expenditure Panel Survey data give higher uninsured rate
estimates for rural areas (Pol, 2000).

* There are two common and distinct ways to distinguish between urban and rural areas, one
devised by the Office of Management and Budget and the other used by the CPS (Ricketts et al.,
1999). In addition, there are coding schemes that differentiate among metropolitan statistical areas
(MSAs), areas adjacent to MSAs, and areas that are not adjacent to MSAs (rural areas).
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Estimated 43.8 Million Uninsured People = 100.0%

Rural
18.5%

81.5%
Urban

Northeast Midwest South West
(Estimated (Estimated (Estimated (Estimated
7.2 Million Uninsured) 7.6 Million Uninsured) 17.1 Million Uninsured) 12.0 Million Uninsured)
Rural
Rural Rural 11.3%
8.7% Rural 24.5%
25.1%

Urban Urban Urban

;J;b;; 74.9% 75.5% 88.7%
3%

FIGURE 3.25 Distribution of uninsured population under age 65, by population density
(rural or urban), 1998. NOTE: Numbers may not add to 100.0 percent due to rounding.
SOURCE: Pol, 2000.

In MSAs with higher-than-average uninsured rates, a smaller proportion of
people are wage earners and greater proportions of wage earners are employed in
smaller firms. In addition, rates of unionization are lower, and greater proportions
of wage earners are in employment sectors with relatively high uninsured rates,
such as sales. The immigrant status of residents distinguishes MSAs with high
uninsured rates from those with low uninsured rates. MSAs with high rates tend to
have larger immigrant communities than those with low rates.!”

Urban areas with high uninsured rates are home to greater proportions of
people in lower-income families, and there is greater income inequality among
residents (Brown et al., 2000b). Members of lower-income families are even more
likely to be uninsured if they live in cities with high uninsured rates than they
would be if they lived in cities with low uninsured rates (Brown et al., 2000b).
Lower-income residents in urban areas with high uninsurance have a 30 percent
employment-based coverage rate, compared with a 50 percent rate for those who

10T hese areas include Arizona (Phoenix-Mesa, Tucson), California (Los Angeles), Florida (West
Palm Beach, Miami, Fort Lauderdale, Tampa), New Jersey (Jersey City), New York (New York),
and Texas (El Paso, Dallas).
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live in areas with low uninsured rates, and this disparity across urban areas remains
even when racial and ethnic group identity and citizenship status are taken into
account.

WHAT INFLUENCES AN UNINSURED RATE THE
MOST?

If all things were equal, how much of the difference between
uninsured rates could be attributed solely to social or economic characteristics or
to differences in immigrant status or race and ethnicity? If all states were home to
populations with similar characteristics, how much variation among the states in
uninsured rates can be attributed to regional and local differences in industrial
economies and health services markets or to state policies for public programs?

In this report, the discussions so far have been based on two-way compari-
sons, for example, between income level and the likelihood of being uninsured.
These comparisons give us a general picture of the dynamics of insurance coverage
but do not allow us to evaluate or rank the relative importance of one factor
independently of all others. By using more sophisticated (multivariate) statistical
methods, we can look at the influence of one or more characteristics at a time on
the uninsured rate and better understand their distinct influences.!! For example,
both young adults and never married single persons have higher-than-average
probabilities of being uninsured. Multivariate methods allow us to isolate the
effect of youth from that of having never married.

In the multivariate analysis carried out by the Committee, much of the
variation in uninsured rates among individuals and among population groups is
associated with the following measured characteristics: income, occupation, em-
ployment sector and firm size of employer, education, health status, age, gender,
race and ethnicity, citizenship status, and geography. However, large and statisti-
cally significant differences in uninsured rates remain after this analysis, and the
variation in uninsured rates among population groups is not eliminated com-
pletely. For example, if Hispanics had the same probability of being uninsured as
non-Hispanic whites with similar characteristics (except for ethnicity), the unin-
sured rate for Hispanics, which is about 22 percentage points higher than the
uninsured rate for non-Hispanic whites, would be predicted to shrink to about a
7 percentage-point difference. The 15 percentage-point difference between the
actual and predicted uninsured rates represents about a two-thirds decrease; thus,
an estimated two-thirds of the difference in rates can be accounted for by differ-
ences in each group’s measured socioeconomic, demographic (except for ethni-

NThe small number of published multivariate statistical analyses in the research literature address
more limited sets of questions than those explored by the Committee in its analysis presented here.
See Appendix D for information about analysis and data.
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city), health status, and geographic characteristics. The remaining difference be-
tween the two uninsured rates reflects unmeasured differences between these two
population groups.

Differences in family income level account for a substantial portion of the
difference in uninsured rates among groups in the general population. According
to the Committee’s multivariate analysis, the difference in uninsured rates be-
tween low-income families (less than 100 percent of FPL) and families with at least
a moderate income (at least 200 percent of FPL) would decrease by one-third if
these families resembled one another demographically, geographically, and in
terms of health status.!?

The level of educational attainment of a family’s primary wage earner has an
even larger independent effect. More than 40 percent of the difference in unin-
sured rates between families with primary wage earners who have not graduated
from high school and families whose primary wage earners have post-college
education would be eliminated if these families resembled one another demo-
graphically, geographically, and in terms of health status.!?

Immigrant and nativity status have a pronounced influence on diftferences in
uninsured rates among groups. Nearly 60 percent of the difference between
uninsured rates for U.S.-born residents and naturalized citizens would disappear if
naturalized citizens as a group shared the socioeconomic, demographic, health
status, and geographic distribution characteristics of the U.S.-born population.'*
Differences between uninsured rates diminish when multivariate analysis is used to
compare the population of long-term residents who are not citizens with persons
born in the United States (a 26 percent decrease) and between short-term residents
who are not citizens and U.S.-born residents (a 50 percent decrease).

Race and ethnicity play a significant role, both independently and together
with immigrant and nativity status. If non-Hispanic African Americans as a group
had the same measured characteristics as non-Hispanic whites, the difference
between the uninsured rates for the two groups would decrease by roughly half.!>
‘When immigrant status is considered in addition to race and ethnicity, the size of
these differences among the groups diminishes but remains significant. Difterences
in state uninsured rates shrink considerably if variations in the socioeconomic,
demographic, and health status characteristics within each state’s population are
taken into account.!® Given the limits of any statistical model, one would not
expect differences among the states’ uninsured rates to disappear completely. One

12Gee Appendix D for information about analysis and data.

B3See Appendix D.

l4See Appendix D.

155ee Appendix D.

10The differences among uninsured rates for states reflect differences in individuals’ characteristics
rather than differences among states considered as a whole. See Appendix D for data and information
about methods.
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state with a higher-than-average uninsured rate, California, would have a reversal
from a rate 4.9 percent above the national average to rate 1.0 percent below the
national average. For states such as Hawaii with a lower-than-average uninsured
rate, using multivariate analysis to compare populations results in an even lower-
than-average rate (a 66 percent decrease).

SUMMARY

Who Goes Without Health Insurance?

A snapshot of the uninsured population gives us a portrait that reflects the
relative size of population groups within the general population under age 65.
More than 80 percent of uninsured persons are wage earners or members of
working families, and two-thirds are members of lower-income families (earning
less than 200 percent of FPL). Three-quarters of the uninsured are adults between
the ages of 18 and 64, with one-half between the ages of 18 and 34 and one-
quarter under the age of 18. Almost 80 percent are U.S.-born citizens, and half are
non-Hispanic whites. Most are residents of the South and West, and three-
quarters live in urban areas.

Who Is Most Likely to Go Without Coverage?

In bivariate analyses, a highly correlated set of socioeconomic factors exerts a
key influence on the probability that a person will be uninsured. These factors
include work status, family income, educational attainment, selected characteris-
tics of a primary wage-earner’s employer, and the age of a family’s primary wage
earner. Marital status and the presence of children each aftect the potential oppor-
tunities for family members to obtain coverage. Coverage disparities for immi-
grants, for members of racial and ethnic minority groups, and to a lesser extent, for
adult women, all reflect the importance of socioeconomic status, as well as the
supporting roles played by public policies at the federal, state, and local levels. In
addition, uninsured rates vary regionally and across the states. The presence of
comparable uninsured rates between urban and rural areas can mask important
differences in sources of coverage for rural and urban residents. In addition, a
lower-income urban resident’s chances of obtaining coverage decline if he or she
lives in a city with a higher-than-average uninsured rate rather than in a city with
a lower-than-average uninsured rate.

Socioeconomic, demographic, and geographic characteristics all have signifi-
cant independent effects on the likelihood that one person will be uninsured
compared to another. Differences in income, occupation, employment sector and
firm size, education, health status, age, gender, race and ethnicity, citizenship
status and length of residency, and geography account for much of the variability
among people in their likelihood of being uninsured. Disparities in coverage rates
persist among population groups, and not all of these differences can be accounted
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for by the commonly measured factors that most directly affect the chances of
having health insurance.

The next and final chapter presents the Committee’s analytic plan for tracing
out the consequences of uninsurance. This plan will be fulfilled in the five reports

that follow this one.
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Box 4.1

In future reports the Committee will look at an array of consequences of uninsur-
ance and address the distinctive effects on successively larger and more complex
entities, from the individual to society as a whole. The conceptual framework de-
veloped in this first report will guide the analyses in each report, which will include
examinations of health outcomes, financial impacts, and changes in quality of life
that result from the lack of health insurance.

* Report 2: Health Consequences for Individuals. We know that insurance
coverage improves access to health services, but what effects does the lack of
health insurance have on health? The Committee will assess evidence about how
being uninsured may affect many aspects of health for adults, including overall
health status, disease-specific morbidity, avoidable hospitalizations, and mortality.

* Report 3: Health and Economic Consequences for Families. When a par-
ent or child goes without health insurance, the consequences may be shared by
the entire family. Because children depend on their parents or other adults to ob-
tain health care for them, their parents’ experiences with the health care system
are important, as are the parents’ beliefs about health care, their financial ability to
purchase care, and their ability to negotiate that system on their children’s behalf.
The Committee will assess the published evidence about how a family’s pattern of
health insurance coverage affects both children’s health and well-being and the
family’s economic stability and security.

* Report 4: Consequences for Communities. What are the health and eco-
nomic consequences for communities of having large uninsured populations? In
its fourth report the Committee will consider how the health and health services of
communities are affected by the presence of substantial numbers of uninsured
residents. The institutional and economic impacts of sizable uninsured populations
will be examined for communities in both rural and urban areas and for communi-
ties with different types of economic bases.

* Report 5: Economic Consequences for the Nation. How much does it cost
us as a nation to have roughly one out of every six or seven Americans uninsured?
Who picks up the tab? Before policy makers can estimate what it may cost to
change our current set of health financing arrangements, they will need a basis for
comparison. The Committee will evaluate the costs of sustaining an uninsured
population, both directly in terms of the health care provided them and indirectly in
terms of increased burdens of disease and disability.

* Report 6: Models and Strategies to Address the Consequences. How can
communities and public and private agencies solve the problems caused by lack of
coverage? In its final report, the Committee will consider selected programs and
proposals involving insurance-based strategies to expand coverage. Such strate-
gies and models may be undertaken nationally, by states and localities, by govern-
ment agencies, and by private businesses. The Committee will identify policy crite-
ria to assess the features of alternative reform strategies.

100
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Analytic Plan

This chapter describes the Committee’s analytic plan to address the impacts
and outcomes of our present structure of health insurance, the scope of the five
future reports, and the schedule for their release. Each report in turn will focus
successively on larger and more complex entities—the individual, the family, the
local community, and the broader society. By proceeding systematically in this
way, the Committee hopes to capture the distinctive effects of the lack of health
insurance at each level of analysis. The conceptual framework discussed in Chap-
ter 1 and presented in Appendix A will guide the analyses and be developed
further in subsequent reports.

FUTURE COMMITTEE REPORTS

Report 2. Health Outcomes of People Who Lack Health
Insurance

As already established by more than three decades of health services research,
insurance coverage facilitates access to health care. The more that people have to
pay out-of-pocket for a physician visit, prescription, or hospitalization, the less
likely they are to seek such care. They are also likely to receive fewer services
when they do seek care (Newhouse et al., 1993). In the extreme case of those with
no insurance, people are less likely to receive health care when they need it
compared to those with coverage. The second report will extend the understand-
ing of the significance of health insurance coverage by examining personal health
outcomes (including self-reported health status, disease-specific morbidity, avoid-

101
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able hospitalizations, and mortality) in relation to whether or not a person has
health insurance.

Studies that distinguish between those without coverage for shorter and longer
periods of time and studies of the impact of losing health insurance coverage
provide evidence of the effects of coverage on some health outcomes, in addition
to the definitive findings regarding access to health care described in Chapter 1.
For example, a study by Ayanian and colleagues (2000) identifies both difficulties
in obtaining care and deficits in the quality of care for uninsured persons with
specific chronic conditions. This study reports that adults who were uninsured for
a year or longer were substantially less likely than those with coverage or those
who were uninsured for shorter times to be screened for cancers, to receive
services that reduce cardiovascular risks (e.g., hypertension, cholesterol screening
and counseling about weight and smoking), and to receive regular care for diabe-
tes, including foot and eye exams. These specific services are associated with
improved longer-term health outcomes (Institute of Medicine, 2001).

Longitudinal studies following the same individuals over time can provide
even more definitive evidence of the health effects of being uninsured, because
unexamined characteristics of the study population are less likely to account for
differences in outcomes between those with and those without insurance. In a
study that followed a cohort of adult Medi-Cal beneficiaries who lost coverage in
the mid-1980s, Lurie and colleagues found that both six months and one year after
losing coverage, these persons reported poorer overall health and were less likely
to have a usual source of care or believe that they could obtain care if needed than
they had reported when participating in Medi-Cal. Former enrollees with hyper-
tension had worse blood pressure control both at six months and one year than
they had while enrolled in Medi-Cal (Lurie et al. 1984, 1986).

These are just two of literally hundreds of studies that have taken health
insurance status into account as a characteristic that might affect a health outcome
of some kind. Not all such studies have found a relationship between health
insurance and health outcomes, and not all such studies are methodologically
sound. The second report will present and use explicit criteria to assess evidence of
the impact of health insurance status on individual adult health outcomes. The
conceptual model discussed earlier will guide the analysis. The second report, on
health outcomes, will be issued in the spring of 2002.

Report 3. Family Impacts of Lacking Health Insurance

In almost a quarter of all American families with children, at least one family
member lacks health insurance (Hanson, 2001). An estimated 10 million children
under the age of 18 remain uninsured, despite enactment of the State Children’s
Health Insurance Program (SCHIP) in 1997. Because children depend on their
parents or other adults to obtain health care for them, parents’ experiences with
the health care system, their beliefs about health care, and their ability to negotiate
that system on their children’s behalf are important. Providing health insurance to
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children removes one barrier to access to care, but it may do little to remove other
barriers that spring from the family context. Furthermore, if the health of unin-
sured adults suffers as a result of impeded access to care, their ability to care for
their children may also be adversely affected. Finally, when one or more family
member lacks coverage for health care, the entire family is exposed to potentially
catastrophic financial costs. Even when confronted with less catastrophic illness,
uninsured families are significantly more likely to have high out-of-pocket medi-
cal expenses than are privately insured or Medicaid-enrolled families, although
privately insured families are likely to pay more in health insurance premiums
(Davidoft et al., 2000).

The Committee will review and document the effects on families when one
or more members lack health insurance. It will address the circumstances of and
impacts on special populations and various family structures. The report will
examine a variety of effects, including measures of family members’ health and of
children’s developmental status, access to and use of health services, financial
burdens, and family psychosocial stress. Taking the family as the primary unit of
analysis, the report will identify patterns of health insurance coverage within
families in order to discern relationships between parents’ insurance and health
status and their children’s health insurance status, use of health services, and health.
The report will also examine health insurance status in relation to the family’s out-
of-pocket costs for medical care and its financial well-being and stability. The
research literature on health outcomes for children who have gained health insur-
ance coverage in recent expansions of Medicaid and with SCHIP will be synthe-
sized in the report. The third report, on family impacts, will be issued in the fall of 2002.

Report 4. Community-wide Effects of Uninsured Populations

The presence of substantial numbers of uninsured people may adversely affect
communities as well as the uninsured individuals and their families. The “spillover”
effects on the insured population and the community at large could be consider-
able, although these are not well documented or understood. Faced with a need
for health care, some people without health insurance seek the care they need and
pay for it out-of-pocket, some try to obtain the care at subsidized rates or at public
expense, and some forgo care. The result for the individual is often poorer than
that obtained by people with insurance coverage. Several sources estimate that
uninsured persons obtain about two-thirds of the care of comparable insured
populations (Marquis and Long, 1994-1995). The fourth report will focus on the
often indirect and hidden costs to communities of serving those without insur-
ance.

Physicians working in private practice, nonprofit clinics such as federally
qualified health centers (FQHCs), government-sponsored primary care and spe-
cialty clinics, and hospitals all provide significant amounts of subsidized or free
care. Institutional providers such as hospitals and clinics must obtain funds to cover
the costs of subsidized care from revenue generated from paying patients (cost
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shifting), tax-based subsidies, or private philanthropy. Thus, one set of community
impacts may include higher prices, higher taxes, or dependence on philanthropy
to support care for persons without health insurance.

Other community consequences result from the financial burden placed on
providers who treat large numbers of uninsured patients. These effects may in-
clude cutbacks in service, closure or relocation of services, overcrowded emer-
gency rooms, and relocation of physicians’ offices or even hospitals from areas of
town that have concentrations of uninsured persons. These disruptions may re-
duce people’s access to care regardless of their insurance status. A third potential
impact of uninsured populations on communities follows from the failure to
obtain needed health care for communicable diseases, such as treatment for tuber-
culosis or diagnosis of HIV infection. Although these eftects have not been well
documented by published research, the Committee intends to investigate available
sources of information to examine whether there are public costs related to pre-
ventable disability and an increased incidence of communicable diseases related to
uninsured populations.

The report will identify the nature and magnitude of effects on geographically
defined communities in which differing proportions of the population lack health
insurance with a focus on communities (municipalities, metropolitan areas, rural
areas, states) that have disproportionately large uninsured populations. Impacts in
rural communities may differ from those in urban areas and will be examined in
some detail. The Committee will document the relationships of community unin-
sured rates to economic and industrial characteristics, public health and welfare
programs, population demographics, and health care professional and institutional
resources. Specifically, the report may explore the relationship between commu-
nity levels of uninsurance and the general availability and quality of physician
services, emergency medical services, and highly specialized institutional services
such as trauma, burn, and intensive care units. The fourth report, on community
impacts, will be issued in the winter of 2003.

Report 5. Economic Costs of an Uninsured Population

The fifth report will estimate various economic costs incurred by society
resulting from the fact that a significant percentage of the U.S. population lacks
health insurance. Whereas the previous report on community impacts will exam-
ine local costs, both economic and other kinds, the fifth report will consider
a broader array of financial impacts on individuals, families, and the national
economy. To the extent possible, the analysis will include estimates of selected
direct costs of providing health care to the uninsured, increased costs resulting
from the inefficient use of health services, and the indirect costs of preventable
disability and lost productivity among uninsured persons with specific health
conditions. The report will explore how the burden of costs is paid, including out-
of-pocket payments by the uninsured and their families, uncompensated care by
health care providers and institutions, tax levies by all levels of government, higher
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health insurance premiums to support cost shifting, gifts from philanthropies, and
the indirect cost of disability on business operations. The report will present a
clearer understanding of the extent to which society already pays to care for the
uninsured. The fifth report, on economic costs, will be issued in the spring of 2003.

Report 6. Strategies and Models for Providing Health
Insurance

In its final report, the Committee will examine selected state, local, federal,
and private-sector policies and programs that have attempted to mitigate the
adverse impacts of lack of health insurance on individuals, families, health care
providers, and communities by expanding insurance coverage. The report will
identify promising prototypes as well as innovative approaches to the problem of
uninsurance. A goal of the report will be to identify policy criteria that can be used
to assess the merits of alternative reform strategies, rather than to endorse or
recommend specific reform approaches. The sixth report, on model programs and
policies, will be issued in late summer of 2003.
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A Conceptual Framework for

Evaluating the Consequences
of Uninsurance: A Cascade of
Effects

The Committee’s conceptual framework for evaluating the consequences of
uninsurance is depicted in Figure A.1. This three-part framework is based on an
economic model of insurance status and the impact of out-of-pocket costs on
health care demand. Both have been linked to Andersen’s model of access to
health services, which incorporates ideas from the behavioral sciences to under-
stand the processes of health services delivery and health-related outcomes for
individuals (Andersen and Davidson, 2001).

The framework uses the Andersen model’s grouping of variables into three
categories: (1) resources that foster or enable the process of obtaining health care;
(2) personal or community characteristics that favor or predispose action related to
obtaining health care; and (3) needs for health care, as articulated by those in
need, determined by health care providers, or identified by researchers and deci-
sion makers. Arrows and spatial relationships among the boxes indicate hypoth-
esized causal and temporal relationships. For example, a woman might have insur-
ance coverage for a mammography screening, but if she has no regular source of
care and lives 20 miles from the nearest facility offering such service, she could face
obstacles to obtaining care. This case can be followed through the model, as
shown below.

For the purposes of this study, the Committee linked Andersen’s model to
determinants of health insurance status. These changes to the model allow one to
characterize not only individual- and population-level health indicators, but also
economic measures of family well-being, institutional viability, and community-
level socioeconomic conditions. In addition, depicting the economic consequences
of uninsurance allows the Committee to assess hypothesized interactions between

109
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economics and health and, in particular, the growing literature on the psychoso-
cial dimensions of family well-being and childhood development.

PANEL 1: DETERMINANTS OF COVERAGE

The left third of Figure A.1 addresses the key determinants that
influence the coverage status of individuals and families. Individual- and family-
level characteristics include financial resources, categorical eligibility for public
health insurance, labor market characteristics associated with employment-based
insurance, and the requisite skills to enroll and maintain coverage. In the example,
the woman’s eligibility for coverage of mammography screening would be an
individual determinant of coverage, the top box in Panel 1. In the model, com-
munity-level factors include public program eligibility standards, labor market
characteristics that determine the availability of employment-based health insur-
ance, and the commercial market for individual health insurance. This is a con-
densed version of the detailed figure on determinants of eligibility and enrollment
(Figure 2.2), and the logic laid out in Chapter 2.

PANEL 2: PROCESS OF OBTAINING ACCESS TO
HEALTH SERVICES

The center third of Figure A.1 is based on Andersen’s model of
access to health care (Andersen and Davidson, 2001). The boxes labeled “commu-
nity level” and “individual and family level” each contain aggregate and indi-
vidual-level variables, respectively, believed to influence how people obtain access
to health care. Community-level variables describe the context or environment
within which individuals and their families seek and use health care. Because

3

health care services are provided and consumed locally, the term “community”
refers to a residential or geographic grouping. The woman discussed earlier lived
20 miles from a mammography site, a factor that would be included in the lower
left box of Panel 2.

Implicit in grouping variables into the categories of resources, characteristics,
and needs are judgments about how much a particular variable may be susceptible
to change. Variables labeled as “resources” are considered, at least theoretically, to
be more open to change. Those termed “characteristics” are considered less flex-
ible or manipulable, and those called “needs” comprise a mixed or heterogeneous
grouping, with some needs being more changeable than others.

As a whole, community-level and individual- and family-level variables de-
scribe many potential scenarios for accessing health care. The variables within the
box labeled “health care” describe how these potentials may be realized, with
particular attention to the role of health insurance coverage. The process of health
care delivery is characterized in terms of three types of variables: (1) personal
health practices (e.g., dietary habits, physical exercise), (2) the use of health ser-
vices (e.g., number and kind of physician visits within a year), and (3) processes of
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care (e.g., adherence to clinical practice guidelines). In the example given, the
woman’s lack of a regular source of care would fall into this box on the right of
Panel 2. The Committee focuses most of its attention on the literature concerning
the processes of services delivery and the utilization of health services while
recognizing that personal health practices may be influenced by insurance cover-
age and access to care.

PANEL 3: HOW HEALTH INSURANCE
INFLUENCES HEALTH OUTCOMES AND
AFFECTS FAMILIES AND COMMUNITIES

The right side of Figure A.1 describes the ways in which the
Committee anticipates that health insurance status may affect the health, eco-
nomic, and social characteristics of individuals, families, and communities, by
means of access to and utilization of health care. These eftects of realized access to
health care cascade from the smallest unit of analysis, the individual, to increasingly
larger units, first that of the family and then the community. The consequences
linked to health insurance influence community-level and individual- and family-
level variables that describe the process of obtaining access to health care and also
of gaining or losing health insurance coverage. The process is dynamic with
multiple feedbacks. Employment status and income influence insurance status,
which affects current and future health status. This in turn can influence employ-
ment status, bringing us full circle. The woman discussed in the example might
have a malignant lump that goes undetected because the obstacles mentioned
above deter her from secking a screening mammogram. She could undergo more
extensive surgery and related treatments than would have been necessary if the
lump had been detected earlier. This would be a negative health outcome (the top
box in Panel 3) that might affect her family in serious ways (middle box of Panel
3) and might also affect her eligibility for health insurance in the future (back to
Panel 1, top box).

This conceptual framework provides a basis for discussing many variables
related to health insurance coverage in this report. It will also serve to guide
analyses for the Committee’s future reports. As the Committee focuses on specific
issues, such as health outcomes or the effects on families, specific pieces of the
model will be discussed in more detail.
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Measuring Insurance Coverage
and Insurance Rates

A number of publicly and privately sponsored surveys provide information
about insurance coverage and estimates of the number of uninsured Americans.
The structure and features of these surveys are summarized in Table B.1. This
discussion addresses issues that are generally associated with measuring insurance
coverage in surveys by describing them in relation to the Current Population
Survey (CPS).

The most commonly used survey is the CPS, conducted by the U.S. Census
Bureau. The CPS provides relatively timely reports, traditionally reporting every
September about insurance coverage during the previous calendar year. The
Committee’s report relies primarily on estimates produced by the CPS because of
its annual updates and its usefulness in analyzing trends over time. The other
surveys described in Table B.1 have been used to address questions that may be
difficult or impossible to answer using CPS data alone.

The CPS is the principal source of information on labor force characteristics
of the civilian, noninstitutionalized population in the United States. It is perhaps
most widely known as the source of data for the monthly unemployment rate.
Each month, about 50,000 households, representing approximately 130,000 indi-
viduals, are interviewed. In 2001, an additional 30,000 households are to be inter-
viewed to provide more precise state-level estimates of the number uninsured.
Despite the short (six- to seven-month) turnaround from data collection to pub-
lication, the uninsured rates published each September do not reflect the most
recent economic trends, because the CPS reporting period for individuals’ insur-
ance status begins 21 months before coverage rates are published.

A supplement every March collects income information for households, fami-
lies, and individuals. In 1980, the March supplement to the CPS began to ask

113
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questions about health insurance. Until the March 2000 survey, the CPS did not
ask individuals directly if they were uninsured. Instead, it asked about a series of
coverage types such as private insurance and Medicare. Those individuals who did
not acknowledge any form of coverage were counted as uninsured.

In the March 2000 CPS an experimental question was added to the interview
to verify whether a person was uninsured throughout the previous year. While the
results from the experimental questions were not known when this report went to
press, it is likely that the Census will revise its uninsured estimate downward,
making the CPS estimates more consistent with other surveys such as the Com-
munity Tracking Survey and the National Survey of American Families that do
use a verification question.

Issues that arise in the CPS include the following:

*  Recall period. The CPS asks if someone was covered by a particular form of
health insurance at any time over the previous year. It appears that respondents
answer the question in different ways. Some may report coverage status at the time
of the interview, rather than over the previous calendar year. Some may not
accurately recall when coverage began or ended and thus fail to report coverage
during the period in question (Lewis et al., 1998.)

*  Household and family definition. The CPS defines households as all persons
under a roof and family members as all related persons in a household. A family
unit for health insurance purposes tends to consist of fewer persons than all who
live in a household. For example, a single parent and children may live with the
child’s grandparents, but the grandchildren would be unlikely to be eligible for
health insurance coverage through their grandparents’ employers.

*  Underreporting participation in public programs. Although the CPS uses state
program names when asking about Medicaid, and thus refers to Medi-Cal in
California and MediPass in Florida, CPS data show fewer people participating in
Medicaid than do administrative records for the program.
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TABLE C.13 Sources of Coverage (Percent) for Population Under Age 65,
by Age Group, 1999

Age (years)

Population  Adults Children <6 6-12 13-17
No insurance 17.5 19.1 13.9 13.9 13.4 14.5
Public insurance 14.2 10.4 22.9 26.9 22.8 18.4
Individually purchased 6.6 6.2 7.4 5.4 7.8 9.1
Employment-based 65.8 67.6 61.5 59.9 61.5 63.4

Age (years)

18-24 25-34 35-44 45-54 55-64
No insurance 24.0 23.3 16.6 13.4 14.5
Public insurance 12.5 8.4 8.3 9.5 16.5
Individually purchased 11.0 3.8 4.9 5.3 8.5
Employment-based 51.1 66.7 72.5 75.1 67.0

SOURCE: Fronstin, 2000d; Tables 1, 10, and 11.

TABLE C.14 Sources of Health Insurance (Percent) for Population Under
Age 65, by Race and Ethnicity, 1999

Non-
Non- Hispanic
Hispanic  African
Population White American Hispanic Other

No insurance 17.5 12.7 22.8 35.0 24.0
Public insurance 14.2 10.8 25.7 20.0 15.0
Individually purchased 6.6 7.5 4.2 4.2 6.0
Employment-based 65.8 72.8 53.1 44.0 59.1

SOURCE: Fronstin, 2000d, Table 6.
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TABLE C.13 Sources of Coverage (Percent) for Population Under Age 65,
by Age Group, 1999

Age (years)

Population  Adults Children <6 6-12 13-17
No insurance 17.5 19.1 13.9 13.9 13.4 14.5
Public insurance 14.2 10.4 22.9 26.9 22.8 18.4
Individually purchased 6.6 6.2 7.4 5.4 7.8 9.1
Employment-based 65.8 67.6 61.5 59.9 61.5 63.4

Age (years)

18-24 25-34 35-44 45-54 55-64
No insurance 24.0 23.3 16.6 13.4 14.5
Public insurance 12.5 8.4 8.3 9.5 16.5
Individually purchased 11.0 3.8 4.9 5.3 8.5
Employment-based 51.1 66.7 72.5 75.1 67.0

SOURCE: Fronstin, 2000d; Tables 1, 10, and 11.

TABLE C.14 Sources of Health Insurance (Percent) for Population Under
Age 65, by Race and Ethnicity, 1999

Non-
Non- Hispanic
Hispanic  African
Population White American Hispanic Other

No insurance 17.5 12.7 22.8 35.0 24.0
Public insurance 14.2 10.8 25.7 20.0 15.0
Individually purchased 6.6 7.5 4.2 4.2 6.0
Employment-based 65.8 72.8 53.1 44.0 59.1

SOURCE: Fronstin, 2000d, Table 6.
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Multivariate Analyses

In the two tables that follow, the Committee reports estimates of how much
uninsured rates may be influenced by specific socioeconomic, demographic, and
geographic characteristics alone. These estimates were prepared for comparison
with the uninsured rates presented in the body of this report. They were derived
by means of multivariate statistical analysis, using data from the 2000 Current
Population Survey (CPS) in the form of a derived variable file made available to
the Committee by Paul Fronstin and the Employee Benefit Research Institute.!
Four sets of analyses were performed to estimate and predict differences in unin-
sured rates by:

1. socioeconomic characteristics;

2. race and ethnicity;

3. immigrant and nativity status, both alone and specifically by race and
ethnicity; and

4. geographic areas.

Tables D.1 and D.2 each present two sets of results for these analyses. The first
column of each table reports comparisons of the likelihood of being uninsured
between a group of interest and a reference group. For example, Hispanics are
compared with non-Hispanic whites, with the difference in uninsured rate be-

IThe Committee’s analysis considers family units defined in terms of kin relationships, which may
give different estimates than other analyses cited in this report, and based on CPS data, in which
family units are defined in terms of insurance eligibility.
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TABLE D.1 Estimated Independent Effects of Poverty Level, Education Level,
Race and Ethnicity, and Immigrant and Nativity Status on Uninsured Rate

Unadjusted Predicted Difference if
Difference Between Coefficients (based on
Uninsured Rate and reference group’s covariates)
Uninsured Rate for Were the Same as Those for
Reference Group the Reference Group
(percentage points) (percentage points)
Effect of Poverty Level on
Uninsured Rate
(Reference Group: Families
Earning >200% FPL)
Families earning <100% FPL 24.2¢ 15.3¢
Families earning 100-149% FPL 19.67 12.47
Families earning 150-199% FPL 15.84 10.14
Effect of Education Level on
Uninsured rate
(Reference Group: Primary
‘Wage Earner with Postcollege
Education)
Primary wage earner has less
than high school diploma 28.44 16.2¢
Primary wage earner has
high school diploma 12.04 7.94
Primary wage earner has
some college 8.27 5.44
Primary wage earner has
college degree 2.29 1.4¢
Effect of Race and Ethnicity on
Uninsured Rate
(Reference Group:
Non-Hispanic Whites)
Non-Hispanic African American 10.04 5.0¢
Hispanic 22.2¢4 7.24
All other groups 11.37 5.44
Effect of Immigrant and Nativity
Status on Uninsured Rate
(Reference Group: U.S. Born)
All foreign-born persons
Naturalized citizens 6.34 2.5
Long-term residents
(at least 6 years) 16.97 10.87
Short-term residents (<6 years) 29.87 14.87
Foreign-born non-Hispanic whites
(Reference Group: U.S. Born
Non-Hispanic Whites)
Naturalized citizens 0.7 0.7
Long-term residents
(at least 6 years) 8.77 6.9%
Short-term residents (<6 years) 13.8¢ 9.3
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TABLE D.1 Continued

Unadjusted Predicted Difference if
Difference Between Coefficients (based on
Uninsured Rate and reference group’s covariates)
Uninsured Rate for Were the Same as Those for
Reference Group the Reference Group
(percentage points) (percentage points)
Foreign-born non-Hispanic
African Americans
(Reference Group: U.S. Born
Non-Hispanic African Americans)
Naturalized citizens 7.64 10.37
Long-term residents
(at least 6 years) 6.4 5.4
Short-term residents (<6 years) 18.7¢ 13.64
Foreign-born Hispanics
(Reference Group: U.S. Born
Hispanics)
Naturalized citizens 5.24 5.54
Long-term residents
(at least 6 years) 15.8¢ 15.3¢4
Short-term residents (<6 years) 31.84 21.09

Notes: Effects are reported as follows: (1) the unadjusted uninsured rate, expressed in terms of the
difference compared with the uninsured rate for the reference group; (2) the predicted uninsured rate,
expressed in terms of the difference with the uninsured rate for the reference group, as adjusted for the
covariates.

Models for poverty level and for education level include the following covariates: age, gender, nativ-
ity, race and ethnicity, whether urban or rural, family type, health status.

Model for race and ethnicity includes the following covariates: primary wage earner’s education level,
primary wage earner’s work status, primary wage earner’s occupation, whether primary wage earner
has full-time or part-time job, size of firm employing primary wage earner (indicator), family income,
age, gender, nativity, family type, state (indicator), whether urban or rural, health status.

Model for immigrant and nativity status includes the following covariates: primary wage earner’s
education level, primary wage earner’s work status, primary wage earner’s occupation, whether pri-
mary wage earner has full-time or part-time job, size of firm employing primary wage earner (indica-
tor), family income, age, gender, family type, state (indicator), whether urban or rural, health status.

ap <0.01
bp <0.05
P <0.10

SOURCE: EBRI derived variable file, based on March 2000 Current Population Survey.
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TABLE D.2 Estimated Independent Eftect of State of Residence on Uninsured

Rate
Unadjusted Predicted Difference, if State’s
Difference Between Uninsured Covariates and Coefficients
Rate and National Average Were the Same as for
Uninsured Rate (17.5%) National Averages
(percentage points) (percentage points)

Alabama -1.3 -1.2

Alaska 2.99 4.34

Arizona 6.89 4.19

Arkansas -0.4 0.8

California 4.99 -1.04

Colorado 0.9 2.24

Connecticut —6.29 —2.44

Delaware —4.64 -2.74

District of Columbia 0.1 -3.0b

Florida 5.44 3.44

Georgia 0.4 0.4

Hawaii -5.07 —8.34

Idaho 4.19 4.19

Mlinois —1.84 -0.5

Indiana —5.24 -2.24

Towa -8.07 —4.29

Kansas -3.54 —1.4¢

Kentucky -1.0 1.0

Louisiana 7.67 6.29

Maine —4.24 -0.5

Maryland -3.94 —2.0b

Massachusetts —5.77 —4.69

Michigan -5.14 —2.34

Minnesota -8.67 —4.34

Mississippi 1.5 1.2

Missouri —7.94 —4.14

Montana 3.67 2.8

Nebraska —5.24 -2.24

Nevada 5.34 4.54

New Hampshire —6.24 -2.0b

New Jersey -2.57 -1.0¢

New Mexico 11.99 7.44

New York 1.0 —1.14

North Carolina 0.1 0.9

North Dakota —3.54 -1.4

Ohio -5.07 -1.67

Oklahoma 3.07 4.3

Oregon 1.0 -0.6

Pennsylvania —6.54 -3.24

Rhode Island —9.44 —6.29

South Carolina 2.60 4.64

South Dakota -3.99 -0.9
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TABLE D.2 Continued

Unadjusted Predicted Difference, if State’s
Difference Between Uninsured  Covariates and Coefficients
Rate and National Average Were the Same as for
Uninsured Rate (17.5%) National Averages
(percentage points) (percentage points)

Tennessee —4.84 —2.54

Texas 8.37 4.84

Utah —2.2b 1.3

Vermont -3.94 -1.5

Virginia -1.5 2.54

‘Washington 0.1 2.44

West Virginia 3.07 4.14

Wisconsin —5.34 —1.8b

Wyoming 0.6 2.7¢

NOTES: Eftects are reported as follows: (1) the unadjusted uninsured rate, expressed in terms of the
difference compared with the uninsured rate for the reference group; (2) the predicted uninsured rate,
expressed in terms of the difference with the uninsured rate for the reference group, as adjusted for the
covariates

Model for state includes the following covariates: primary wage earner’s education level, primary
wage earner’s work status, primary wage earner’s occupation, whether primary wage earner has full-
time or part-time job, size of firm employing primary wage earner (indicator), family income, age,
gender, nativity, race and ethnicity, family type, state (indicator), whether urban or rural, health status.

ap <0.01
bp <0.05
¢p <0.10

SOURCE: EBRI derived variable file, based on March 2000 Current Population Survey.

tween the two groups reported in terms of percentage points. The second column
reports a comparison between the same two groups as in the first column but
taking into consideration, or adjusting for, population characteristics that are
known to affect the likelihood of being uninsured and which often are closely
related to, or highly correlated with, the group’s identifying characteristic, for
example, race and ethnicity.

For all four sets of comparisons, a series of logistic regression equations were
prepared to estimate and predict uninsured rates, with the method of adjusting for

population characteristics differing for each of the four sets of comparisons.?

2The Committee’s analysis follows the method used by Ku and Matani, 2001, for using logistic
regression models to estimate the probability of being uninsured, with comparisons between reference
groups and comparison groups reported in terms of percentage point differences (in the case of Ku
and Matani, in estimated mean change in the probability of having a specified source of coverage or
being uninsured).
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Except for the analysis of immigrant and nativity status, no interaction terms were
used, on the assumption that change in the value of a measured characteristic (or
covariate) is unlikely to lead to change in the values of other covariates in unique
ways.

For the analyses by race and ethnicity, to arrive at the estimated difference
reported in the second column of Table D.1, a logistic regression model was
created to estimate the likelihood of being uninsured for the reference group and
all comparison groups, taking into consideration or adjusting for all measured
characteristics other than race and ethnicity.? This regression model also yielded a
set of values, or coefficients, each of which describes the relative influence on the
uninsured rate of a characteristic included in the model, for the reference group
(e.g., non-Hispanic whites). To estimate the predicted differences reported in the
second column of Table D.1, the same logistic regression model was used, com-
bining the coefficients generated by the regression model for the reference group
and the values (or covariate data) of the population characteristics (e.g., age,
gender, health status) that describe the comparison group (e.g., non-Hispanic
whites). The difference between this predicted likelihood of being uninsured
(reported in column 2) and the reference group’s estimated likelihood of being
uninsured reflects differences between the comparison and reference group other
than those reflected in the values for each population’s measured characteristics.*
Linear regression was used to evaluate the size and statistical significance of the
difference (reported in column 2) between the predicted likelihood and the com-
parison group’s estimated likelihood.> Because the results are presented in terms of
differences between comparison and reference groups, an estimated uninsured rate
of minus 1.1 percent, for example, is a rate that is 1.1 percentage points below the
uninsured rate for the reference group.

For example, the logistic regression model based on population characteristics
in our CPS data set gives an estimated uninsured rate for Hispanics that is 22.2
percentage points higher than the estimated uninsured rate for non-Hispanic

3The first step of the adjustment process included state fixed effects to control for state policy and
other differences that would generate intra-state cluster effects.

4An alternative approach would be to prepare a single logistic regression with covariates for the
characteristic of race and ethnicity and all other characteristics, plus interaction terms to describe the
relationships between the characteristic of race and ethnicity and all of the other characteristics. Our
adjusted comparison would consist of the difference in the probability predictions between what
happens for the reference group and each of the comparison groups. This approach would require
that the full model (including all covariates) be estimated for each subgroup, which is difficult given
the size of some subgroups. The decision was made to limit the number of terms in the full model,
because the main concern of the analysis is to evaluate the overall effect, or differences between
estimated uninsured rates, rather than values of specific coefficients.

SThe linear regression includes weights to account for differential sampling at each stage of the
analysis.
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whites, a difference that is statistically significant. If the differences in each
population’s measured characteristics influenced the likelihood of being uninsured
in identical ways for both groups, and if there were no other influences on
uninsured rates, the predicted difference between the uninsured rates for Hispanics
and non-Hispanic whites should be zero. Instead, the predicted difference is 7.2
percentage points, a difference that is both statistically significantly different from
zero and about 15 percentage points smaller than the unadjusted difference be-
tween the two groups. Therefore, two-thirds of the difference in estimated unin-
sured rates between Hispanics and non-Hispanic whites reflects differences in the
values of measured population characteristics between these two groups, while
approximately one-third of the difference reflects other factors that were not
measured by the CPS data set or modeled in the multivariate analysis.

The analyses by immigrant and nativity status were similar to the analysis by
race and ethnicity. For each group identified by race and ethnicity (e.g., Hispanic,
non-Hispanic African American, and other), a logistic regression model was pre-
pared to estimate an uninsured rate and a set of coefficients for a reference group
of U.S. born citizens. The difference in estimated uninsured rates between each
comparison group (e.g., foreign born, short-term resident, long-term resident)
and the reference group is reported in column 1, stratified by race and ethnicity.
To estimate the predicted differences in estimated uninsured rates reported in
column 2, logistic regression models were prepared for each racial and ethnic
group in which the coefficients for the reference group were combined with
covariate data for each comparison group.® A preliminary analysis of the data
suggested that stratifying the multivariate analysis by race and ethnicity would
allow for the observation of important differences among populations of immi-
grants and naturalized citizens, especially useful for understanding uninsured rates
within the Hispanic population.

The analyses by poverty level and education level of primary wage earner and
the analysis by state were conducted using an approach that differed only slightly
from the analysis by race and ethnicity. To obtain the estimated differences re-
ported in the second column, a logistic regression model was created to estimate
the likelihood of being uninsured for both the reference groups (e.g., families
earning greater than 200 percent of the federal poverty level, and primary wage
earner with postcollege education) and all comparison groups. This model took
into account or adjusted for all the measured characteristics save for the character-
istics of poverty level and education or state (in Table D.2). Linear regression
analysis was used to evaluate the size and statistical significance of the difference
(reported in column 2) between the adjusted likelihood of being uninsured for
each comparison group and that of each reference group.’

OLinear regression was used to evaluate the adjusted comparison, with correction for oversampling
and robust standard errors.

7For the linear regression analysis of the multivariate analyses by poverty and education and by
state, weights were included to account for differential sampling.
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The estimates reported in Tables D.1 and D.2 indicate that there is consider-
able variation, both in how much specific characteristics may influence a group’s
uninsured rate, independently of other measured characteristics, and in how much
variation between uninsured rates is not accounted for by the measured character-
istics used in the models. For example, the average uninsured rate for members of
families earning less than 100 percent of FPL is estimated to be 24.2 percentage
points higher than the average uninsured rate for members of families earning at
least 200 percent of FPL. If members of families earning less than 100 percent of
FPL as a group resembled members of families earning at least 200 percent of FPL,
the uninsured rate for family members earning less than 100 percent of FPL would
be predicted to be 15.3 percentage points, a 9 percentage-point or 37 percent
diminution in the difference between uninsured rates. The 63 percent difference
that remains cannot be attributed to differences in the measured characteristics
(other than poverty level and education) and is not addressed by the models in this
specific analysis. One would expect fairly large proportions of the differences in
uninsured rates to remain unaccounted for by or associated with the specific
characteristics evaluated, because there are many aspects of socioeconomic status,
demographic characteristics, health status, and geography that are not measured in
this analysis.

In every case, controlling for other correlated factors that influence insurance
status reduces the estimated effect of a factor examined in the simple bivariate
comparisons. In no case were the eftects of those factors completely related to
additional covariates.
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Glossary

Access The timely use of personal health services to achieve the best possible
health outcomes (Millman, 1993).

Adverse selection The disproportionate enrollment of individuals with poorer-
than-average health expectations in certain health plans. Over time, as plan premi-
ums rise as a result of higher enrollee health care costs, the plan becomes less
attractive to relatively healthy potential enrollees, attracting relatively sicker en-
rollees disproportionately in successive enrollment cycles, which results in spiral-
ing costs.

Ambulatory care-sensitive condition (ASC) Preventable or avoidable hospi-
talizations; a research construct used as an indicator of barriers to access to
ambulatory care. Certain diagnoses for inpatient episodes are defined as prevent-
able or avoidable if they are responsive to timely and appropriate ambulatory care.
Rates of hospitalization above a specified baseline are construed as indicative of
inadequate ambulatory care.

Benefit The particular services covered by a health plan and the amount payable
for a loss under a specific insurance coverage (indemnity benefits) or as the guar-
antee of payment for certain services (service benefits).

Biased risk selection Exists (1) when individuals or groups that purchase insur-
ance differ in their risk of incurring health care expenses from those who do not or
(2) when those who enroll in competing health plans differ in the level of risk they
present to different plans.

Catastrophic expense protection A health plan benefit that limits the amount
the enrollee must pay out-of-pocket for coinsurance or other required cost sharing
for covered services. Once the limit is reached, plans generally pay for any addi-
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tional covered expenses in full for the remainder of the year or some other defined
period.

Coinsurance The percentage of a covered medical expense that a beneficiary
must pay (after any required deductible 1s met).

Community As used here, defined geographically, in terms of the residence of
individuals and families or a political jurisdiction.

Community health center Also called a federally qualified health center
(FQHC); a health services facility with a mandate and federal support to care for
uninsured persons; when federally qualified, the center is authorized to receive
cost-based reimbursement from the Medicare and Medicaid programs.
Community rating Setting health insurance premiums at the same level for all
individuals or groups in a defined community. Modified community rating may
set different rates for subgroups (e.g., individuals or small businesses or by age or
gender).

Contingent worker One who works under conditions or arrangements differ-
ent from full-time, full-year employment with a single employer, with the differ-
ences usually related to the time of work (hours and days of the week), the
nonpermanent nature of the position, and the terms of the social contract (e.g.,
benetfits) that usually bind employers and workers (Copeland et al., 1999).
Copayment A fixed payment per service (e.g., $15 per office visit or procedure)
paid by a health plan member.

Core safety net providers Providers distinguished by two characteristics: (1) by
legal mandate or explicitly adopted mission to maintain an “open door,” access to
services is offered for patients regardless of their ability to pay; and (2) a substantial
share of the patient mix includes the uninsured, Medicaid recipients, and other
vulnerable patients (Institute of Medicine, 2000).

Cost sharing The portion of health care expenses that a health plan member
must pay directly, including deductibles, copayments, and coinsurance, but not
including the premium.

Cost shifting Transfer of health care provider costs that are not reimbursed by
one payer to other payers through higher charges for services.

Covered services Services eligible for payment by a health plan.

Creditable coverage In the context of health plan eligibility, prior health care
coverage that is taken into account when determinng the allowable length of
preexisting condition exclusion periods (for individuals entering group coverage)
or when determining an individual’s Health Insurance Portability and Account-
ability Act (HIPAA)-mandated eligibility when the individual is seeking indi-
vidual nongroup coverage (adapted from HCFA, 2001).

Crowd-out A phenomenon whereby new public programs or expansions of
existing public programs designed to extend coverage to the uninsured prompt
some privately insured persons to drop their private coverage and take advantage
of the expanded public subsidy.*

*From the Academy for Health Services Research and Health Policy glossary.
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Deductible The amount of loss or expense that must be incurred by an insured
or otherwise covered individual before an insurer will assume any liability for all
or part of the remaining cost of covered services. Deductibles may be either fixed-
dollar amounts or the value of specified services (such as two days of hospital care
or one physician visit). Deductibles are usually tied to some reference period over
which they must be incurred (e.g., $100 per calendar year, benefit period, or spell
of illness.)*

Dependent An insured’s spouse (not legally separated from the insured) and
unmarried child(ren) who meet certain eligibility requirements and are not other-
wise insured under the same group policy. The precise definition of a dependent
varies by insurer or employer.

Exclusions Health care and related services (e.g., cosmetic surgery, long-term
care) explicitly not covered by a health benefit plan.

Experience rating Basing health insurance premiums in whole or in part on the
past claims history of a particular group or its anticipated future claims.

Federal poverty level (FPL) One of two federal poverty measurements; also
known as “poverty guidelines.” Issued annually in the Federal Register by the
Department of Health and Human Services; it applies to persons of all ages in
family units. The guidelines are a simplification of the poverty measurements for
administrative purposes, for instance, determining financial eligibility for certain
federal programs. In 1999, the FPL for a family unit of one was $8,240; for a
family unit of three, $13,880; for a family unit of four, $16,700. In 2000 the FPL
for a family unit of one, $8,350; for a family unit of three, $14,150; and for a
family unit of four, $17,050. In 2001, the federal poverty level for a family unit of
one, $8,590; for a family unit of three, $14,630; and for a family unit of four,
$14,630. See Appendix C, Table C.1, for more information.

First-dollar coverage Health insurance requiring no deductible.

Full-year, full-time worker A person on full-time work schedule who works
35 hours or more per week, a person who worked 1-34 hours for noneconomic
reason (e.g., llness) and usually works full-time, or someone “with a job but not
at work” who usually works full-time.*

Full-year, part-time worker An individual who works at least 35 weeks dur-
ing the year, works fewer than 35 hours in a typical week, and spends no time
looking for work during the year.

Guaranteed issue Insurance coverage that does not require the insured to pro-
vide evidence of insurability.

Health care organization Entity that provides, coordinates, and/or insures
health and medical services for people.

Health insurance Financial protection against the health care costs arising from
disease, accidental bodily injury, or the direct provision of health care (as in some
health maintenance organizations). Health insurance usually covers all or part of
the costs of treating the disease or injury. Such insurance may be obtained on
either an individual or a group basis. Charity care or direct provision by safety net
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providers is not considered a form of insurance coverage. Although the term is
often used by policy makers to refer to comprehensive coverage, insurers and
regulators also use it to refer to other forms of coverage such as long-term care
insurance, supplemental insurance, specified disease policies, and accidental death
and dismemberment insurance. *

Health insurance premium An amount paid periodically to purchase health
benefits. For self-insured groups that do not purchase insurance, the term may
refer to the per-employee or per-family cost of health benefits and may be used for
planning and analysis purposes even when no contribution to coverage is collected
from the employee.

Health plan An organization or arrangement that provides defined medical ex-
pense protection (and sometimes medical services) to enrolled members.
High-risk pool Any arrangement established and maintained by a state primarily
to provide health insurance benefits to certain state residents who, because of their
poor health history, are unable to purchase individual coverage or can only ac-
quire such coverage at a rate that is substantially above the rate offered by the
high-risk pool. Coverage offered by a high-risk pool is comparable to individual
coverage although sometimes at a higher price. The risk for that coverage is borne
by the state, which generally supports the losses sustained by the pool through
assessments on all health insurers doing business in the state, based on their relative
market shares, and/or through general tax revenues.

Household An economic unit comprised of at least two persons, bound by a
common residence but not necessarily by legal obligations.

Individual health insurance Health insurance purchased through an agent or
an association formed for some other purpose, such as a professional organization.
Insurance Conventionally, the protection against significant, unpredictable fi-
nancial loss from defined adverse events that is provided under written contract in
return for payments (premiums) made in advance.

Job-lock A situation in which an employee 1s kept from changing jobs by fear of
losing his or her health insurance, when changing jobs might otherwise be benefi-
cial.

Loading factor The fraction added to the actuarial value of the covered benefit
(t.e., to the expected or average amounts payable to the insured) to cover all
additional administrative costs and contingencies of issuing the policy, including
any profit for the insurer.

Managed care Term used broadly to describe health care plans that add utiliza-
tion management features to indemnity-style coverage or, more narrowly, to
identify group or network-based health plans that have explicit criteria for select-
ing providers and financial incentives for members to use network providers, who
generally must cooperate with some form of utilization management. Managed
care also includes a health plan that integrates the financing and delivery of services
for covered individuals.

Medicaid The public health insurance program financed jointly by the federal
government and the states, and administered by states, that covers certain catego-

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

APPENDIX E 147

ries of low-income individuals for health care services as required or permitted
under Title XIX of the Social Security Act.

Medically underserved population A group experiencing a shortage of
personal health services. A medically underserved population may or may not
reside in a geographic area with a shortage of health professionals. Thus migrants,
American Indians, or the inmates of a prison or mental hospital may constitute a
medically underserved population. The term is defined and used to give priority
for federal assistance through programs such as the National Health Services
Corps.*

Medicare The federal health insurance program for people 65 years or older,
certain people with disabilities, and people with permanent kidney failure treated
with dialysis or a transplant. Medicare has two parts, hospital insurance (Part A)
and supplemental medical insurance (Part B). It is authorized by Title XVIII of the
Social Security Act. Part A is financed by payroll taxes and Part B by a combina-
tion of enrollee premium payments and general revenues.

Near-elderly or midlife adult Working-age adult within a decade of reaching
the age of 65 years and becoming eligible for Medicare (age 55 through 64 years).
Out-of-pocket expenses Payments made by a plan enrollee for medical services
that are not reimbursed by the health plan. Out-of-pocket expenses can include
payments for deductibles, coinsurance, services not covered by the plan, provider
charges in excess of the plan’s limits, and enrollee premium payments.
Portability of benefits A guarantee of continuous coverage without waiting
periods (e.g., for a preexisting health condition) for persons moving between
plans.*

Preexisting condition A physical or mental condition that exists prior to the
effective date of health insurance coverage.

Primary care The provision of integrated, accessible health care services by
clinicians who are accountable for addressing a large majority of personal health
care needs, developing a sustained partnership with patients, and practicing in the
context of family and community (Institute of Medicine, 1996).

Quality of care Degree to which health services for individuals and populations
increase the likelihood of desired health outcomes and are consistent with current
professional knowledge (IOM, 1990).

Risk The chance of loss. In health insurance, risks relate to the chance of health
care expenses arising from illness or injury and the responsibility for paying for or
otherwise providing a level of health care services based on an unpredictable need
for these services. *

Safety net Term referring to those providers that organize and deliver a signifi-
cant level of health care and other related services to uninsured, Medicaid, and
other at-risk, lower-income patients (Institute of Medicine, 2000).
Self-insurance Funding of medical care expenses, generally by an employer, in
whole or part through internal resources rather than through transfer of risk to an
insurer.

Social insurance Old-age, disability, health, or other insurance that is mandated

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

148 COVERAGE MATTERS: INSURANCE AND HEALTH CARE

by statute for defined categories of individuals or the entire population, usually
financed by payroll and other taxes.

Take-up rate The ratio of employees who enroll in a health insurance plan to
those who are eligible to enroll.

Third-party payer An organization other than the patient (first party) or health
care provider (second party) involved in the financing of personal health care
services.

Uncompensated care Health care rendered to persons unable to pay and not
covered by private or government health insurance plans; includes both unbilled
charity care and bad debts (services billed but not paid).

Underinsured Individual and family situations in which the health insurance
policy or health benefits plan is less than complete and comprehensive. For ex-
ample, the family may lack coverage for specific services, have a maximum ben-
efits limit or cap on covered services, or have a high copayment or coinsurance
rates.

Underwriting An insurance practice of determining whether to accept or refuse
individuals or groups for insurance coverage (or to adjust coverage or premiums)
on the basis of an assessment of the risk they pose and other criteria (e.g., insurer’s
business objectives).

Uninsurance The individual or collective status of lacking health insurance cov-
erage.
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Lawrence Wallack, Dr.P.H.,* is professor of public health and director, School
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health, University of California, Berkeley. Dr. Wallack’s primary interest is in the
role of mass communication, particularly the news media, in shaping public health
issues. His current research is focused on how public health issues are framed in
print and broadcast news. He is principal author of Media Advocacy and Public
Health: Power for Prevention and News for a Change: An Advocate’s Guide to Working
with the Media. He is also coeditor of Mass Communications and Public Health:

Copyright © National Academy of Sciences. All rights reserved.


http://www.nap.edu/catalog/10188.html

156 COVERAGE MATTERS: INSURANCE AND HEALTH CARE

Complexities and Conflicts. Dr. Wallack has published extensively on topics related
to prevention, health promotion, and community interventions. Specific content
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