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NOTE

Much of the analysis in this study is based on the Survey
of Income and Education (SIE) conducted in 1976 by the U.S.
Bureau of the Census. Many of the conclusions, therefore, are
based on 1976 data. Supplementary sources are discussed in
Chapter 1.



PREFACE

At the request of the Senate Budget Conmttee, the Con-
gressional Budget Ofice prepared this background paper to pro-
vide basic information on health-care coverage. In addition to
offering estimates of the size of the uncovered population in
1978, the paper describes the covered and uncovered popul ati ons,
di scusses the adequacy of health-care coverage, and identifies
policy inplications that wll be developed in succeeding CBO
papers on issues related to health insurance.

The paper was prepared by Maureen Baltay of (BOs Human
Resources and GCommunity Devel opnent D vision under the super-
vision of Robert D Reischauer and David S Mindel. The author
gratefully acknowl edges the following current and former CBO
staff menbers who have assisted in the essential conputer pro-
gramm ng and data manipulations: Deborah Haas, Fay Jan Lim,
John Shiels, Paul Warren, and Toni Wi ght. Nuner ous reviewers,
especially the staffs of the Senate and House Budget Conmittees
and of the Departrment of Health, Education, and Wl fare, con-
tributed constructive comments. The nmanuscript was edited for
publication by Johanna Zacharias and Robert L. Faherty, assisted

by Brice S McDaniel. The several drafts were typed by Toni
Wright.

In keeping with (BOs nandate to provi de objective anal ysis,
the study offers no recommendations.

Aice M Rvlin
D rector

March 1979
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SUMVARY

In 1978, nore than 90 percent of all Americans either had
private health insurance or were eligible for public prograns
that protect themto sone degree from financial |osses that
m ght be associated with nedical care. But approxinmately 5 to
8 percent of all Americans did not have such protection, and
a higher percent of those who were covered had inadequate pro-
tection. These gaps are regarded as one reason for enacting
national heal th insurance.

Knowi ng the size and character of the uncovered popul ation
is inportant to evaluating alternative health insurance propo-
sal s. The size of the uncovered population largely determ nes
how rmuch the various proposals would cost. Knowing the charac-
teristics of the uncovered enables one to assess the effective-
ness of alternative plans in providing protection to the un-
covered.

WHO ARE THE UNCOVERED?

By and large, the uncovered are from lower-income famlies
(those with incomes below $10,0000 and are young. Unenpl oyed
i ndi vidual s and young adults are nore likely than others to
be uncovered (see Summary Table 1).

Lower - I ncone Per sons

Persons from lower-incone famlies are twice as likely to be
without health-care coverage as are those from higher-income
famlies. Over half of the uncovered popul ati on cones fromthese
| ower-incone famlies. Lower-incone individuvals--whether em
pl oyed or wunemployed--are less likely to be covered. MNany of
these lower-incone persons are not eligible for nedicaid because
they do not have dependent children, are not blind or disabled,
or have incomes that are too high to qualify for the programin
their states. Many do not work for enployers who provide group
health insurance coverage and are not able to afford individual
heal t h insurance.

41-370 (b= T80 - 2



SUWARY TABLE 1. PERCENT CF PCPULATI ON WTHOUT HEALTH CARE
OOVERAGCE AND PERCENT DISTRBUTION CF THE
UNCOVERED BY | NOOME, AGE, AND EMPLOYMENT
STATUS, 1976

Percent of
Percent of Per cent the Popul ation
Income, Age, and the Tot al of the G oup without
Enpl oynent St at us Popul ati on Uncover ed Cover age
Incone (in Dollars)
Less than 5,000 13.2 22.6 17.4
5,000 to 9,999 20.0 32.6 16.6
10,000 to 14,999 211 19.1 9.2
15,000 or nore 45. 6 25.7 57
Age
Less than 6 years 9.0 12.2 13.9
6 to 18 years 23.8 26.2 11.2
19 to 24 years 10.9 21.9 20.5
25 to 44 years 25.6 23.4 9.3
45 to 64 years 20.4 15.3 7.6
65 years and over 10.3 10 10
Enpl oynent St at us
Enpl oyed 42.8 34.7 8.2
Full -tinme
wage ear ner 312 19.8 6.5
Part-time
wage earner 7.7 91 121
Sel f - enpl oyed 3.9 57 14.9
Unenpl oyed 3.9 10.1 26.8
Not in Labor Force
Retired 50 10 2.0
Gher af 48.3 54.3 1.4

NOTE: Conponents may not add to 100 percent because of rounding.

SORCE SIE 1976, adjusted for wunderreporting of coverage by
public prograns.

a/ Includes housekeepers, pre-school or in~-school children,
and ot her persons unable to work.



Young Adults

Young adults are almost twice as likely as any other age
group to be wthout coverage and, although they account for only
11 percent of the popul ation, they account for 20 percent of the

uncover ed. The nunber of 19- to 24-year olds w thout coverage
is disproportionately high for several reasons. First, nany
i nsurance conpanies do not cover famly nenbers over age 18
unless they are in school; consequently, young adults not in

school who are unenployed or in jobs that do not provide insur-
ance are often w thout coverage. Second, nedicai d does not
cover young adults w thout dependent children, even if they have
| ow i ncorres. Finally, people in this age group tend to be nore
healthy and thus may not be nptivated to purchase their own
insurance.

The Enpl oyed

Al though less than 10 percent of the enployed popul ation
| acks coverage, the enployed account for over one-third of the
uncover ed. For the nost part, the uncovered enployed work in
industries with relatively |ow wages, high proportions of part-
tine or self-enployed workers, and | arge seasonal fluctuations in
employment, or in firms that have health insurance plans wth
long waiting periods before coverage is provided. he-third of
the uncovered full-time wage earners are heads of fanmlies. Wen
an enployed famly head is without health insurance, the chances
are 4 in 5 that the famly is wthout coverage as well. e-
third of the uncovered famly menbers who are not in the |abor
force are dependents of enployed famly heads who |ack coverage.

The Unenpl oyed

In the spring of 1976, when the aggregate unenploynent rate
was higher than 8 percent, over one-fourth of the unenployed
were w thout health coverage. These individuals accounted for
one-tenth of the uncovered population, and over half of them
were aged 16 to 24 During periods of |ower unemployment, the
percent of unenployed w thout coverage would probably be higher
because fewer workers in the ranks of the unenployed would be
on tenporary layoffs: nmany workers on tenporary layoffs continue
to be eligible for enploynment-related health benefits. The
unenployed are not always the principal wage earner, however,
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and they may be covered under the policies of famly heads who
continue to be enployed. Wen fanily heads are unenpl oyed, the
coverage of fanily menbers not in the labor force may be affected
as well as their own. Fifteen percent of the uncovered un-
enpl oyed are fanily heads; 4 percent of the uncovered family
menbers not in the labor force are dependents of these unem
pl oyed and uncovered workers.

Dependent s

The overwhelmng najority of the uncovered are nenbers of
famlies rather than single persons. Sone famly nenbers [ack
coverage even though the famly head is covered because the
famly head with job-related health insurance either waives or
is not offered the opportunity to insure his or her dependents.
Over half of the uncovered who are not in the labor force are
in fanmlies headed by soneone with health coverage (see Summary
Table 2. Fifty percent of the unenployed who are uncovered
are menbers of famlies in which the head is covered.

WHAT IS KNOM ABOUT THE ADEQUACY OF OCOVERACGE?

Pol i cymakers are concerned that the insurance held by people
nmeet certain standards. To evaluate the adequacy of coverage--
defined as either protection against |arge absolute health expen-
ditures or expenditures large in relation to income--requires
detailed information on four factors:

0 Financial resources of the fanily;

0 Health status of the menbers and the likelihood of their
incurring health-care expenditures of certain types;

o Famly preferences concerning risk and the value placed
by them on health care as conpared with other goods;

o Types of coverage available to a famly, including
information on the breadth and depth of benefits. 1/

1/ Breadth of coverage refers to the scope of services for which
a person is insured. Depth of coverage refers to the out-of-
pocket expenditures for which a person is liable under the
terns of coverage.
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SUWARY TABLE 2. PERCENT D STR BUTI ON CF THE UNCOVERED
BY FAM LY STATUS, AGE, AND EMPLOYMENT

STATUS, 1976

Age and Famly Menbers
Enpl oynent Wth Covered Wth
Satus of Sngle Famly Head Uhcover ed
the Uncovered Per sons Heads Private Public  Head
Total Uncovered 11.3 14.1 23.9 20.9 2.6
Age

Less Than 18 years 2.6 0.4 23.8 26.3 47.0

19 to 24 years 17.7 111 36.4 15.2 19.5

25 to 44 years 16.0 28.2 18.0 16.9 21.0

45 to 64 years 16.9 312 27.4 22.7 15.0

65 years and Over 11.5 16.8 51.4 1.1 9.1
Enpl oyment St at us

Full-time wage

ear ner 2.9 32.2 21.2 9.8 15.8

Part-tine wage

ear ner 18.6 14..2 27.1 17,2 22.9

Sel f - enpl oyed 14.9 45..5 11.3 11.3 16.9

Unenpl oyed 19.5 15.0 33.7 16,.1 15.5

Retired 16.0 45.0 23.6 11.0 4.4

Gher not in

| abor force 4.6 3.5 23.9 27.7 40.2

NOTE:  Conponents may not add to 100 percent because of rounding.

SORCE s1E 1976, adjusted for wunderreporting of coverage by
public prograns.

No single existing data source provides all the outlined
information. What data are available suggest that, while nost
persons with private insurance appear to be protected against
hi gh absolute nedical expenditures, at |east 15 percent do
not have protection against this sort of catastrophe through
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private insurance. It is not known, however, how many of these
persons with shallow private insurance are covered simltaneously
by public progranms such as veterans' medical care that would
protect them from financial loss in case of a nmajor illness.

Neither is there an accurate estimate of those who are in-
adequately insured against income-related catastrophic expenses.
In 1978, roughly 9 percent of all fanlies had out-of-pocket
nmedi cal expenses that exceeded 15 percent of their gross incone.
There is no way to estinmate the additional persons whose expen-
ditures were not large in 1978 but who had open-ended paymnent
liabilities under the terns of their insurance contracts.

Famlies incurring high out-of-pocket health expenditures
do have partial recourse through the tax code provision that
permts unreimbursed medical expenses in excess of 3 percent of
adj usted gross incone to be deducted from incone before cal cu-
lating taxes. This formof relief, however, is available only to
those who itemze their tax deductions. Furthernore, this pro-
vision affords substantial relief only to those famlies or indi-
vidual s whose incomes--and narginal tax rates--are fairly high.

PCLICY | MPLICATIONS OF THE PATTERNS COF COVERAGE

The uncavered are a varied group, and thus using any single
di mensi on, such as unemployment, to define the population to be
covered by a national health insurance plan will help only sone
of them Moreover, because many covered individual s have charac-
teristics sinmlar to those of the uncovered, use of any single
dimension is likely to provide assistance to nany people who
al ready have coverage, thus raising the net budgetary cost of
national health insurance if it is publicly financed.

Any plan that relies exclusively on enployers to provide
insurance will not enconpass all of the uncovered population.
Nevertheless, the extent of health-care coverage could be sig-
nificantly inproved by certain alterations in enployer-provided
pol i ci es. Such changes mght include automatic protection for
all dependents of a covered famly head, notwithstanding the age
of dependents. This change alone would reduce the nunber of
uncovered by 20 percent. Increasing the provision of coverage
during tenporary layoffs and reducing the waiting times for job-
related health insurance coverage are other possible changes
that would reduce the vulnerability of those with job-related
insurance to fluctuati ons of the econony.
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If all uncovered workers and their dependents had enpl oyer-
provided coverage, and if all the self-enployed were covered,
the nunber of uncovered would be cut in half. This change woul d
affect roughly one-fourth of the enployed popul ation, but the
financial inpact on certain industries could be Iarge. Ret ai |
trade, construction, agriculture, and services would incur the
greatest costs because these industries currently have the
| owest rates of group health coverage.

Changes in existing public prograns such as medicaid could
al so substantially reduce the uncovered popul ation. For exanpl e,
medi caid coverage could be extended to the poor fanilies wth
an unenployed head in those 23 states that do not cover them
now, it could also be extended to lowincone individuals who are
not menbers of fanlies with dependent children. Aternatively,
the categorical requirenents could be elimnated entirely, and

eligibility could be based only on financial criteria. These
changes would decrease the nunber of uncovered by perhaps as
much as one-fourth. Medicaid for nedically needy, nonwelfare

recipients, now available in 29 states, mght also be extended
to every state and eligibility requirenents standardized to
elimnate existing uncertainties about program requirements.

Establ i shing nmnimum benefit packages that set deductibles
and coinsurance levels as well as covered services would have
a nore wi despread financial inpact on enployers than sinply
requiring insurance. Despite the fact that nost workers have
group health insurance that covers a broad range of services,
the depth of the coverage or dollar liability of the insured
varies considerably. The magni tude of the inpact on enployers
woul d of course depend upon what was defined as the m ninmum
acceptabl e benefit and cost-sharing package.
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CHAPTER |. | NTRCDUCTI ON

The great najority of the US population is protected to
varying degrees from high health-care expenses. The sources of
this protection are health insurance sold by private comnpanies
and publicly financed prograns. Some peopl e, however, have
i nadequate protection against the extreme financial |oss health-
care costs can bring about; others have no coverage at all.
This situation has been cited as one of the reasons for enacting
some type of national health insurance.

The nunber of people without health-care coverage or with
coverage below certain levels will in large neasure determ ne the
cost of health insurance proposals. Furt hernore, know ng what
peopl e are uncovered is inmportant to nodifying the existing
health care financing system or to devising ways to phase in a
uniform federal system This paper, therefore, presents current
information about the size and characteristics of the popul ation
wi thout coverage. It also summarizes what is currently known
about the breadth and depth of private coverage.

PR VATE COVERAGE

The principal formof health-care coverage is private health
i nsur ance. This protection against the financial loss that can
result fromnedical care is in nost instances acquired by people
as a group, either through their enployers or through nenbership
in an association. Less commonly, private policies are purchased
directly by an individual or fanmly.

PUBLI C COVERACE

In addition to private insurance, there are public prograns
that provide either insurance-type benefits or direct services.
These latter are generally at l|east as conprehensive as those
financed by private insurance. By financing or providing ser-
vices, these programs--like private insurance--protect agai nst
the financial losses that can result from medical care. The

F1-aT0 A - T o=
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nmost inportant of the public prograns are nedicare, nmedicaid,
veterans' prograns, and the Qvilian Health and Medical Program
of the United States (CHAMPUS). 1/

Medicare is the federal health insurance program for the
aged and disabled. It pays for a broad range of health services
to nost individuals age 65 and over, and to the disabled under 65
who have been entitled to social security for two years or who
are being treated for chronic kidney disease.

Under nedicaid, all states except Arizona offer basic health
services to eligible low-income persons. The cost of providing
these services is shared by the federal governnent, but each
state determnes its ow eligibility criteria and sets benefits
above the nininum established by federal law A nost all recip-
ients of cash welfare prograns are autonatically eligible. In
addition, 29 states extend nedicaid to famlies that satisfy all
but the income requirenents for welfare and that either have
incones which neet state definitions of "nmedically needy" or
incur nedical expenses which lower their incomes to nedically
needy |evels. The latter requirenent is frequently referred to
as the medicaid "spend down."

The Veterans Adm nistration (VA operates a network of
hospitals, outpatient clinics, and nursing homes to neet the
nmedi cal needs of eligible veterans. It also reinburses eligible
veterans for care obtained in nonfederal facilities when federal
facilities are not available. Veterans who are service-disabled,
who are age 65 or over, who receive a VA pension, or who swear
that they are unable to pay for care can receive VA health
services.

The Departnent of Defense (DoD provides health care for
active duty personnel, dependents and survivors of active duty
menbers, and mlitary retirees and their dependents or survivors.

1/ In this paper, coverage excludes workman's conpensation,
disability benefits, accident insurance, and coverage in
public hospitals and clinics, or neighborhood health centers.
The Federal Enployees Health Benefits Program is counted as
enpl oyer - provi ded private insurance.



Most of the eligible civilians receive their nedical care in the
private sector under CHAMPUS rather than in mlitary hospitals.

CHAMPUS is paid for by DoD but admnistered by private insurance
companies,
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CHAPTER 1. HOWN NANY PERSONS LACK HEALTH CARE COVERAGE?

Estimating the nunmber of persons with and w thout health-
care coverage is a difficult task conplicated by several factors.
No two sources provide the sane estinmate of the nunber of persons
with any single type of health benefit. D fferent sources often
use different neasures of program activity-—some record benefit
recipients, others record those eligible or potentially eligible
for a program Difficulties also arise because nmany peopl e have
miltiple forns of coverage that nust be identified before the
remai ni ng uncovered popul ati on can be esti nated.

Taking into account these difficulties, a reasonable esti-

mat e can be set: five to eight percent of the US popul ation
had no health-care coverage in cal endar year 1978

SORCES CF DATA

Unfortunately, no insurance conpany or federal agency
collects information on the uninsured per se. As a result,
informati on about them nust be surm sed: the noncovered are
the total population mnus those people known to have some sort
of coverage. How does one estimate the size of the covered
popul ati on?

Two general sources of information about health-care cov-
erage exist——-program data and survey data. Program sour ces,
such as insurance conpany and public program enrollnent figures,
gi ve reasonably accurate counts of the nunber of insurance
policies issued and the nunber of beneficiaries of particular
pr ogr ans. But many people have nore than one kind of health-
care coverage, and program data do not, as a rule, provide any
i nformati on about such overl aps. So, sinply adding the nunbers
of beneficiaries of different prograns considerably overstates
the total nunber of persons with coverage.

A figure for covered persons can also be extrapolated from
sanpl e surveys of the popul ation. Surveys can yield estinates
of how nuch program overlap there is, but they may underestinate



the actual nunber of insured and eligible. Survey respondents
someti nes are unaware of--or do not remember--their eligibility
for particular benefits; others may be reluctant to reveal it.

Because of these shortcomings, relying exclusively on either
program or survey data is a nistake. Survey data adjusted to
reflect program information, however, are likely to provide a
nmore accurate picture. This paper, therefore, relies heavily
on such adjusted data. The principal source has been the Survey
of Incone and Education (SIE), conducted in 1976 by the US
Bureau of the Census. Qher surveys have been used to corrobo-
rate information fromthe SE 1/

VAR ATI ONS I N _ESTI MATES

Ascertaining the total nunber of people with some kind of
heal th-care coverage requires estimating the nunber with private
insurance and the nunber eligible for public prograns and then
elimnating the overlap that certainly exists. This procedure
is especially difficult because of discrepancies in estinates
of insurance coverage and problens in defining eligibility for
public prograns.

Private |nsurance

Al sources are generally agreed that approximtely 13
mllion elderly have private insurance, but there is wide dis-
crepancy in estimated coverage of the popul ation under 65. In
1976, according to the SIE 79 percent of persons under age 65
had private health insurance. The Health Interview Survey,
however, estimated that 78 percent of non-aged persons had
i nsurance; the Center for Health Administration Studies estinated
82 percent; and the Health Insurance Institute estimated 164

1/ These are GCenter for Health Admnistration Studies (CHAS),

Lhi versity of GChicago, 1975-1976; Health Interview Survey,
National Center for Health Statistics, 1976; and Health M ans
Provi sions Survey, Bureau of Labor Statistics, 1976.
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mllion persons or 86 percent. 2/ The estimate of the Health
Insurance Institute, which uses nunbers of policies issued as its
starting point, is considerably higher than those derived from
surveys. There is reason to believe, however, that the survey
estimates nmay be low As was nentioned earlier, peopl e sonetines
have difficulty recalling certain benefits or are unaware of them
altogether.

Earlier studies of enploynent benefits and heal th insurance
noted underreporting of health insurance on surveys. Certain
enpl oyees are nore likely to be unaware of health (or other)
benefits they in fact have--for exanple, new enpl oyees, seasonal
workers who nay be covered under a nulti-enpl oyer plan, workers
whose enployers pay all the premium costs, or those whose own
contributions are autonmatically deducted fromtheir paychecks. 3/

That there is sone underreporting of private group health
insurance is thus a reasonable assunption. It is not clear,
however, how much underreporting of health insurance has occurred
on the SIE or any other survey, because negative responses from

2/ The Health Insurance Institute bases its estimates on gross
enrollment figures reported by insurance conpanies, Bl ue
O oss-Blue Shield plans, and other private plans. The en-
rollment figures are adjusted by duplication factors derived
froma one-day sanple of insurance clains in 1973, which have
subsequently been updated to reflect nore recent experience.

3/ Sonme limted discussion of underreporting of private health
i nsurance coverage is contained in John Krizay and Andrew
W1 son, The Patient as Consuner (Lexi ngton Books, 1974),
Appendix C and Vélter W Kolodrubetz, "Goup Health Insur-
ance Coverage of Full-Time Enployees, 1972," Social Security
Bulletin. April 1974, pp. 17-35. Krizay and WIson found
that even sone participants in the Federal Enployees Health
Benefit Program—-participation which requires sonme enpl oyee
action-~were not certain whether they were insured. ly
one study--Ronald Andersen, Joanna Lion, and Gdin Anderson,
Two Decades of Health Services: Social Survey Trends in Use
and Expenditures (1976), Appendix l--attempted to verify
positive responses to health insurance coverage questions.
It found that sone respondents erroneously reported having
private insurance (overreporting), but it did not attenpt to
see if people who said they had no insurance in fact did.

6



enpl oyees to questions about coverage have not been verified.
The Health Insurance Institute figures cannot be used as a check
on the accuracy of the survey because they are not adequately
adjusted for duplicate group health insurance coverage possible
in two-earner families.

Because of these uncertainties, a range of estinmated private
i nsurance coverage is used. The upper end of the range (170
mllion people) is derived fromthe Health Insurance Institute
(HITI) estimate, which has been reduced to take into account nore
duplicate coverage than reflected in the HI nunbers arising from
the increased enployment of narried wonen in jobs that nay
provide health benefits. 4/ The low end of the range (165
mllion) was estinmated from the average of the health survey
esti mat es. Tabl e 1 shows discrepanci es between the SIE and
program sources of information and the values used to estinate
the nunber of people with health-care coverage.

Publi ¢ Prograns

A simlarly large discrepancy exists between survey esti-
mates and programdata with respect to the nunber of people
eligible for public prograns. According to the SIE 12 mllion
peopl e were covered by nedicaid at the tinme of the survey, but
programdat a show consi derably nore peopl e eligible at that tine.
Medicaid eligibility is automatically conferred on alnost all
reci pients of cash paynents under the Aid to Families wth
Dependent Children (AFDC) and Suppl enental Security Incone (S3)
programns. In addition, nmore than half of the states cover
the medically needy. During the tine of the survey, welfare
recipients alone totaled alnost 16 mllion, 35 percent nore
than the nunber of S E respondents who said they were covered by
medi caid. 5/

4/ Howard Hayghe, "Fanilies and the Rse of Wrking Wives--An
Querview " Mnthly Labor Review, My 1976, pp. 12-19.

5/ US Departnent of Health, Education, and Wl fare, National
Center for Health Statistics, Public Assistance Statistics
My 1976, (Cctober 1976), and Supplenmental Security |ncone
for the Aged. Blind, and Di sabled, Mnthly Statistics,
June 1976.




TABLE 1. GOWPAR SON F SLRVEY AND PROGRAM ESTI MATES OF

HEALTH CARE COVERAGE, 1976 a/: PERSONS IN M LLIONS

Used to
Unadjusted Proogr am Conput e
Type of Coverage SIE b/ Data ¢/ Cover age
Private I|nsurance 163 17 d/ 165- 170
Medi car e 22 24 el 23
Medi cai d 12 22 £/ 22
VA and CHAMPUS 8 21 g/ 21

a/

b/

g/

Coverage figures indicate total enrollnent in each program

S E 1976 sanple of 140,000 househol ds w th 440,000 i ndi vi d-
ual s. Al though there are other surveys of health coverage,
they cannot be conpared in the sane fashion because infor-
mat i on about coverage under sone public prograns is not
recorded for all survey respondents.

In order to be consistent with the SIE all program data
exclude to the extent possible recipients in Puerto R co and
the VMirgin Islands and the institutionalized population.

Health Insurance Institute, Source Book of Heal th |nsurance
Dat a, 1977-1978.

Noni nstitutionalized medi care beneficiaries estinmated by CBO
on the basis of nedicare budget data and estimates in CBQ
Long-Term Care: Actuarial Cost Estinates ( August 1977).

CBO estinmate of nedicaid eligibility based on S E denogra-
phic and income data and data fromthe Ald to Fanmilies wth
Dependent Children, Supplenental Security Incone, and nedi-
caid prograns.

VA 1979 budget estimates 12 mllion eligible veterans.
CHAMPUS el igibles estinmated by DoD
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S x percent of aged persons reporting receipt of social
security or railroad retirenment inconme neglected to report
coverage by nedicare, even though they are clearly eligible.
e night have expected nedicare coverage to have been reported
very accurately since it is a well-publicized program with
straightforward eligibility standards. This again denonstrates
the confusion of people about their benefits.

ELIGBILITY VERSUS UM LIZATION CF _BENEFI TS

Part of the difference in estinmates of public coverage is
attributable to differences in definition. e source may tabu-
late the nunmber of persons who actually received benefits;
another nay indicate those eligible for benefits whether or not
they actually enrolled or used them This distinction between
use and eligibility is eritical in estimating nunbers of medicaid
and VA beneficiaries--especially those beneficiaries whose
eligibility is not automatic (such as mlitary retirees for
CHAMPUS) or contractual (private insurance) but is determned
upon application for benefits.

A person may be covered by either private or public insur-
ance without ever clainming benefits. Thus, the nunber of clains
may not reflect the nunber of persons with coverage. Mst re-
cipients of cash assistance are automatically eligible for
medi caid, but there is also an eligible group deemed nedically
needy that is not easy to identify. Medicaid program data record
only those persons whose bills are paid by nedicaid. Wile wel-
fare data can be used to measure the total nunber of cash assis-
tance recipients eligible for nmedicaid, there is no source of
data on the correspondi ng nonwel fare group eligible for nedicaid
from whom nonthly medicaid recipients are drawn. In order to
present a nore realistic estimate of the average nunber of
persons eligible for nedicaid than comes from the SIE, it is
therefore necessary to estinate the eligible nedically needy and
then to sinulate total medicaid eligibility using derographic and
i ncone data fromthe SE

Program data show that only 40 percent of eligible welfare
recipients actually received nedicaid benefits at the tine of
t he survey. Because there is sone evidence that far fewer
nmedi cal |y needy people actually take advantage of nedicaid than
could, a participation rate of 30 percent was seleeted for the

41=370010 - 7% - 4
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medi cal |y needy population. 6/ Under this assumption, there
were an estimated 6 nillion eligible nedically needy at the tine
of the survey, of whom 2 mllion actually received nedicaid. 7/
The estimated nunber of eligible nedically needy plus the cash
welfare recipients constitute a total medicaid-eligible popul a-
tion of 22 nillion people. In order to reflect this corrected
estinate on the SIE, all famlies neeting the categorical re-
quirerments for medicaid were identified (that is, aged, disabled,
fenal e-headed with dependent children, famlies headed by an
unenpl oyed father in states which covered them and so on). A
| owincome screen was set across all states and was gradually
raised until 16 mllion recipients were identified. Smlarly,
in states with nedicaid prograns for the medically needy, the
i ncome screen was raised further until another 6 mllion persons
were identified and assigned medicaid coverage. The sinmulation
thus inplicitly corrected for the undercount of eligible wel-
fare recipients and generated an eligible nedically needy popu-
lation. 8/

Only veterans with service-connected disabilities are
recorded as having VA coverage on the SIE Under the |aws
governing eligibility for veterans' nedical care, all 29 mllion
veterans mght be eligible for care at sone point. Nevertheless,
some veterans are far likelier to use VA care than are others.
VWile the service-disabled have an absolute entitlenment and

6/ In a study of the medicaid spend-down done by Wban Systens
Research and Engineering, Inc., for the US Departnent of
Health, Education, and Ve¢lfare, it was estimated that in
1974 the state of Massachusetts was only providing benefits
to 5 percent of the potentially eligible spend-dow popul a-
tion. In the five states studied, there was confusi on about
program requirenments on the part of case workers, public
i gnorance of the existence of the program and di scouragenent
of spend-down applications.

7/ O 16 nmllion medicaid-eligible cash assistance recipients,
only 7 mllion were actually receiving nmedicaid at the tine
of the survey.

8/ The major effect of this simulation is to raise the percent
of nedicaid eligibles with i ncones bel ow $5 000 from 52 per-
cent to 61 percent and to reduce the percent wth incones
$10,000 or greater from 17 percent to 10 percent.
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top priority for VA care, less than one-fourth of VA hospital
adnm ssions are service-disabled veterans. Most admissions are
nondi sabl ed veterans who are over 65 or who state that they are
unable to pay necessary medical expenses. Bigibility for VA
care has therefore been attributed to disabled veterans, those
age 65 or over, and to lower incone veterans under 65. Thi s
generates an estinmate of eligible veterans that is the same as
that used by the Veterans Adm nistration.

DUPLI CATI N OF COVERAGE

As was stated earlier, many persons are covered by nore
than one programat a tine. An estinated 60 percent of medicare
reci pients have private insurance, usually a supplenentary policy
that covers bills not paid by medicare. (See Table 2 and Appen-
dix Table A-1 for greater detail.) Thirty-eight percent of all
nmedi care recipients are covered by other public programs.

TABLE 2. ESTI MATED OVERLAPS CF PUBLI C AND PR VATE PROGRAMS,
1976: PERCENT CF PROGRAM ELI G BLES

Program Pl us Program P us
Program Qher Public CGher Private

Pr ogram Al one Pr ogr ans Pr ogr ans
Medi car e 20.4 38.2 59. 3
Medicaid 46.7 35.2 32.1
Vet erans Adm ni stration 16.1 25.4 72.1
' CHAMPUS 51.0 16.3 39.6

SORCE SIE 1976, adjusted for underreporting of coverage by
public prograns.

Medi caid distributions show a simlar overlap in coverage.
The lowincone elderly often receive medicaid as well as nedi-
care. The extent of the overlap between nedicare and medicaid

11
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reflects the practice of many state medicaid progranms to pay
the out-of-pocket costs for the elderly poor who are covered by
medicare.

Thirty-two percent of nedicaid eligibles also have private
i nsur ance. Private coverage is evenly split between coverage
under group policies and individually purchased insurance,
although alnost twice as nmany nedicaid eligibles with incomes of
less than $5,000 have individual insurance as have group insur-
ance. A nost 40 percent of those with both medicaid and private
coverage are elderly people who al so have nedicare. The multiple
coverage of the elderly may be explained in part by a desire
of persons with reduced retirenent incone and substantial health
needs to mnimze the risk of high out-of-pocket health costs.

Private insurance among nonelderly medicaid eligibles is
the result of several different factors. A child whose father
is absent technically may have private coverage under an em
ployer's plan of his father and rmay also have nedicaid because
his nmother is on welfare. A tenporarily unenpl oyed person nay
have carryover insurance coverage from his job and at the sane
time be eligible for welfare and have nedi cai d because he has no
current income. A nonwelfare famly may be eligible for nedicaid
because of high nedical expenses not covered by its health
i nsurance policies.

More than 70 percent of VA eligibles and al most 40 percent
of CHAMPUS eligibles have private coverage as well. Many VA
eligibles have private health insurance either because they are
enpl oyed and automatically covered by a group policy or because
they want to provide protection for their dependents who are not
eligible. Miny CHAMPUS eligibles retire from the mlitary at a
relatively early age and begin second careers that offer in-
surance policies as fringe benefits.

THE S ZE Gk THE UNCOVERED PCPULATI ON

After reconciling discrepancies in estinates and adjusting
for persons with nmore than one type of coverage, the nunber of
persons without health-care coverage in 1976 can be estinated.
G rcunstances have changed since 1976, however, so that the
nunber of uncovered people in 1978 is lower. Wile the popul a-
tion has grown--which would increase both the nunber of covered
and of uncovered--the nunber of enployed has grown faster. At

12



the time of the 1976 SIE, the unenpl oynent rate was about 8 per-
cent and the econony was just emerging from a recession. The
unenpl oyrment rate had dropped to about 6 percent in 1978. Be-
cause nost people obtain health coverage through their enployers,
the increase in the nunber of enployed generates an increase in
the nunber of people with health insurance. The increase is not
one-for-one, however, because nost of the newy enpl oyed had been
covered under parents' or spouses' health insurance policies or
under public prograns during 1976. Nevertheless, the net in-
crease in coverage acconpanying the increase in enploynment nore
than offsets the increase in the nunber of uncovered due to popu-
lation gromth. This reduces the uncovered by 1 mllion persons
between 1976 and 1978 and results in an estimate of 11 to 18
mllion uncovered persons, between 5 and 8 percent of the popu-
lation. 9/ Table 3 summarizes the adjustnents made to the 1976
S E to arrive at the estimate of the uninsured for 1978.

TABLE 3. ESTI MATED NUMBER CF PERSONS WTHOUT HEALTH CARE
COVERAGE IN 1978: IN MLLIONS a/

Uncorrected Nunber of Persons wi thout Coverage, 1976 26
Adj usted for 1976 undercounts
Medi cai d less 2
G her public prograns less 3
Private insurance less 2 to 9

Adjusted for net increases between 1976 and 1978
in popul ati on and enpl oynent-rel ated insurance less 1

Esti mated Nunber of Persons
wi t hout Coverage in 1978 11 to 18

Uncovered as a Percent of the Popul ation 5to 8

a/ Duplicate coverage has been netted out in all adjustnents..

9/ CBO popul ation, labor force, and enploynent figures tie to
official population estimates of the Bureau of the GCensus
(continued)
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After 1978, unless whol e new classes of people acquire
health coverage through extensions of public prograns or of
private insurance to new enpl oyee groups, the nunber of uncovered
may be expected to increase. A slight increase mght be expected
as the outcorme of normal popul ation growth. A sonmewhat |arger
increase nay be anticipated should there be a rise in the unem
pl oynment rate.

9/ (conti nued)

as do the estimates generated by the Census Bureau' s Survey
of Income and Education. Estimates of the uncovered in 1976
therefore are calculated from a total noninstitutionalized
popul ation of 212 mllion persons. Statistical experts
believe that an estinated 2.5 percent of the population was
inadvertently mssed during the 1970 census, so that all
official census population estinmates for succeeding years
are correspondingly |ow If this is so, then the probable
actual nunber of persons at the time of the SIE was 218 m/ -
lion. Wre this larger popul ation used instead of official
figures, it would result in a higher estimate of the un-
covered popul ati on.

Al though no one knows the age or income of the people
believed mssing, it was assumed that 65 percent of them
have inconmes of below $5,000, that 25 percent have incones
of between $5,000 and $10,000, and that they have the same
distribution of health coverage as the enunerated popul ation
with those incones. Recal cul ating the nunber of covered
and uncovered using the higher population base yields a
1976 estimate of the uncovered of 16 to 19 mllion persons or
7 to 9 percent of the larger popul ation.

14



CHAPTER |11 WHO ARE THE UNCOVERED?

The choice anong various health insurance proposal s depends
not only on how many people lack health-care coverage but also
on who they are. Because of the range in the estimate of under-
reporting of private health insurance by SIE respondents, the
1976 S E information, adjusted only for underestinmates in public
coverage, serves as the basis for the followng detailed dis-
tributional breakdowns. 1/ The characteristics described are
those often used to define eligibility for public prograns:
i ncone, age, and enpl oynent status.

| NCOVE_AND AGE

People with famly incones below $10,000 are alnost twce
as likely to lack health-care coverage as are people with incones
bet ween $10,000 and $15,000. Conpared with those in the $15, 000-
and-over income group, they are three times nore likely to l|ack
coverage. 2/ These |ower-incone persons make up 55 percent of
the uninsured popul ation (see Table 4).

The proportion of the uncovered represented by each age
group is not very different from its proportion of the total

popul ati on. But there are two exceptions. The elderly, who
are 10 percent of the population, are only 1 percent of the
uncover ed. Those in the 19-to-24 age group have the highest

1/ See Appendix Table A-2 for the effect of public program

~  adjustments on the distribution of the uncovered by income
and enploynent status. The najor effects of the adjustnents
are to reduce the percent of the uncovered with incones
bel ow $5,000 from 30 percent to 23 percent and to raise the
percent uncovered with incomes of $15,000 or nore from 20
percent to 26 percent. Conclusions of the analysis are
unaffected.

2/ Incorme has an even larger effect on coverage when age, sex,
race, education, industry of enploynent, and enpl oynent
status of the famly head are held constant.
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TABLE 4. PERCENT CF PCPULATI ON WTHOUT HEALTH CARE COVERAGE
AND PERCENT DI STR BUTITON GF THE UNCOVERED BY | NCOME,
AGE, AND EMPLOYMENT STATUS, 1976

Percent of the

Per cent of Per cent Popul ati on
Income, Age, and t he Tot al of the QG oup wi t hout
Enpl oynment St at us Popul ation  Uncovered a/ Coverage
Incone (in Dollars)
Less than 5,000 13.2 2.6 17.4
5,000 to 9,999 20.0 32.6 16. 6
10,000 to 14, 999 211 19.1 9.2
15,000 or nore 45,6 25.7 57
Age
Less than 6 years 9.0 12.2 13.9
6 to 18 years 23.8 26.2 11.2
19 to 24 years 10.9 21.9 20.5
25 to 44 years 25.6 23.4 9.3
45 to 64 years 20.4 15.3 7.6
65 years and over 10.3 1.0 1.0
Enpl oyment St at us
Enpl oyed 42.8 34.7 8.2
Full-time
wage earners 312 19.8 6.5
Part-time
wage earners 7.7 9.1 12.1
Sel f - enpl oyed 3.9 57 14.9
Unenpl oyed 3.9 10.1 26.8
Not in Labor Force
Retired 50 10 2.0
Qher b/ 48.3 54.3 11.4

16
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TABLE 4. (Gont i nued)

NOTE: Conponents nay not add to 100 percent because of rounding.

SORCE SIE 1976, adjusted for underreporting of coverage by
public prograns.

a/ This distribution is based upon an estimate of 163 nillion
people with private health insurance. If the estimted
nunber of privately insured were increased to 168 mllion on
the assunption that 5 mllion people erroneously reported
having no private health insurance on the SIE the nunber
of uncovered would fall to 16 mllion and the percent dis-
tribution of the uncovered would be as follows:

Incone (in Dollars)

Less than 5, 000 27.3
5,000 to 9,999 37.2
10,000 to 14, 999 18.3
15,000 or nore 17. 2

Enpl oynment St at us

Enpl oyed 314
Unenpl oyed 11.8
Not in Labor Force 56. 8

b/ Includes housekeepers, pre-school or in-school children,
and ot her persons unable to work.

17

ST



proportion with no health-care coverage: while they are 11
percent of the total population, they are 20 percent of the
uncovered. The proportion of wuncovered 19- to 24-year-olds is
even higher in the |ower income groups--32 percent of those with
incones of less than $5,000 and 26 percent of those w th incones
bet ween $5,000 and $10,000 are uncovered (see Table 5).

TABLE 5. PERCENT CF THE PCPULATI ON WTHOUT HEALTH CARE COVERAGE
AND PERCENT DI STR BUTION CGF THE UNCOVERED BY AGE AND
FAMLY | NOOME, 1976

Fanmly |ncone Under 19 to 25 to 45 to 65 and
(in Dollars) 19 24 44 64 over

Percent of the Popul ation G oup
wi thout Coverage

Less than 5,000 21.5 32.0 25.6 20.0 0.4
5,000 to 9, 999 22. 7 25.6 18.0 12. 2 0.8
10, 000 to 14, 999 11. 4 17.2 7.5 6.3 1.2
15,000 or More 5.5 15. 2 4.8 3.8 2.3
Al [|ncomnes 11.9 20.5 9.3 7.6 1.0

Percent D stribution of the Uncovered

Less than 5,000 7.8 51 50 4.6 01
5,000 to 9,999 14.1 6.3 1.7 4.3 0.3
10, 000 to 14, 999 8.2 3.7 4.5 2.5 0.2
15,000 or More 8.3 6.7 6.2 3.9 0.4
Al Incones 3.4 21.9 23.4 15.3 10

NOTE: Conponents may not add to 100 percent because of rounding.

SOURCE SIE 1976, adjusted for wunderreporting of coverage by
public prograns.

The disproportionately high nunber of 19- to 24-year olds
without coverage could be caused by several factors. Because
many insurance policies do not cover famly nenbers over age 18
unless they are in school, those who are not in school are nore
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likely to be uncovered if they are unenployed or in jobs that
do not provide insurance. 3/ Lowincone youths are not eligible
for medicaid in their own right unless they have dependent child-
ren, and not nany in this age group have dependents. Another
possi ble reason for the lower health coverage of people in this
age group is that they are anong the heal thiest and are not noti -
vated to purchase their own insurance. This last reason is sug-

gested by the fact that this age group still tends to have a
lower rate of coverage when enploynent status, industry of
enpl oynent, incone, and other variables are held constant.

EMPLOYMENT  STATUS

Because much health insurance is provided through enpl oyers,
lack of coverage is to a large extent a function of whether one
is enployed or unenployed. 4/ It also depends upon other factors
such as the industry in which one is enployed, how long one has
been in a particular job, or how long one has been unenpl oyed.

The Enpl oyed

More than one-third of the uncovered are enployed. Al though
there are nany nore uncovered full-tine wage earners than un-
covered part-tinme wage earners or self-enployed persons, full-
time workers are nuch less likely to |lack coverage than either of
the other groups. nly 6.5 percent of full-time wage earners are
wi thout coverage, conpared with 12 percent of part-time wage
earners and 15 percent of the self-employed. |nsurance coverage
anong part-time workers is |ow because nost enpl oyers do not pro-
vide health insurance or other fringe benefits to part-tine
workers. Anong the self-employed, insurance coverage is |ower

3/ The uncovered 19- to 24-year-olds who are in school may
receive health care in school clinics, which are not con-
sidered coverage in this paper. School health policies, on
the other hand, are considered private group coverage.

4/ The unenpl oyed are persons in the |abor force who are jobless
and are looking for a job. They are different fromthe group
of persons who are not in the labor force who are conposed of
the retired, housekeepers, persons in school or preschool,
and others not |ooking for work.
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because, unless they can obtain group coverage through nenber-
ship in an association, the self-enployed nust buy individual
coverage that is nore expensive.

The enployed uncovered are principally in the agriculture
and forestry, personal services, construction, and retail trade
i ndustries. The lower rate of coverage in these industries
reflects several factors, such as the intermttent or seasonal
nature of enploynment, the relatively higher proportion of part-
tine or self-enployed workers in these industries, and the rela-
tively lower wages of the workers, which neans fewer resources to
be devoted to health insurance.

In addition, many workers in all industries are subject to
waiting periods, nininum weeks of work required before benefits
can be received for the first time or reinstated after a |ayoff.
In 1974, over one-fourth of the workers with health-care benefits
were in plans with waiting periods of three nonths or |onger
(Table 6).

The Unenpl oyed

Twent y-seven percent of the unenployed are without health
coverage, conpared with 8 percent of the enployed. As Table 7
shows, the unenployed have the highest proportions wthout
coverage regardless of incore. Lack of coverage is high even
anong hi gh-i ncone unenpl oyed. Wile only 4 percent of all full-
time workers with incones of $15,000 or nore |ack coverage,
21 percent of the unenployed with incones of $15000 or nore
have no coverage.

Al though the unenployed have the highest proportion of
peopl e without health-care coverage, the rate of 27 percent nay
appear to be very |low The low rate may be explained by two
factors:

o Some unenployed have coverage under policies of other
family members;

o Some unenployed are out of work for only short periods

and have coverage that is extended during |ayoffs.
Length of layoff protection and waiting requirenents
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TABLE 6. PERCENT D STR BUTI ON CGF WORKERS W TH HEALTH CARE
QOVERAGE, BY | NDUSTRY AND BY VWA TI NG PER (D
REQJ REMENT FCR BENEFITS, 1974 I N MONTHS

Four or

I ndustry None e Two  Three More  Total

Tot al 38 28 8 16 11 100
Manuf act ur i ng 42 30 9 14 5 100
Const ructi on 8 26 2 11 53 100
M ni ng 85 6 2 7 100
Transportation 28 36 14 9 14 100
Communi cati ons and
Public Wilities 50 27 6 9 8 100
Whol esal e and
Retail Trade 32 22 6 23 17 100
Fi nance, | nsurance,
and Real Estate 39 19 8 31 3 100
Servi ces 27 38 7 15 13 100
Q her (Farm ng,
Forestry) 50 15 2 30 4 100

NOTE  Conponents may not add to 100 percent because of roundi ng.

SAOURCE  Andrea Novotny, "Private Industry Health Insurance H ans:
Enpl oyment Requirements for Coverage in 1974," Social,
Security Bulletin, March 1977, pp. 28 33
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TABLE 7. PERCENT CF PCPULATI ON WTHOUT HEALTH CARE COVERACGE AND
PERCENT D STR BUTI OGN GF THE UNCOVERED BY EMPLOYMENT STATUS
AND FAM LY | NOOME, 1976

Q her

Full-Time Part-Tine _ Not in
Famly | ncome WWge Wge Sel f— Labor
(in Dollars) Earners Earners Enpl oyed Unenployed Retired Force

Percent of the Popul ation Goup wthout Coverage

Less than 5,000 24,2 27.2 25.1 34.7 1.7 15.5
5,000 to 9,999 12.6 20.3 19.4 32.3 1.5 18.8
10,000 to 14, 999 52 17.1 12.3 23.4 18 10.9
15,000 or More 3.5 6.4 10.6 21.3 3.5 6.1
Al | ncones 6.5 12.1 14.9 26.8 2.0 11. 4
Percent Distribution of the Uncovered
Less than 5, 000 4.0 2.5 14 2.5 0.2 12.2
5,000 to 9,999 6.2 2.6 16 2.8 0.2 19.1
10, 000 to 14, 999 3.6 15 0.9 18 0.1 11.4
15,000 or More 6.1 2.5 18 3.0 0.4 1.9
Al | ncones 19.8 9.1 57 10.1 1.0 5.3

SCQURCE:  SIE 1976, adjusted for underreporting of coverage by public prograns.



for reinstated or new coverage create a situation in
which the period of loss of health insurance does not
always coincide with the period of loss of enploynent.

Duration of Unemployment. The degree to which the unenpl oy-
ed lack health insurance depends on the status of the econony.
During recession years, nmany tenporary and expected |ayoffs
augnent the ranks of the unenployed. These short-term unenpl oyed
usual |y have good work histories. Many also have |ayoff protec-
tion--that is, benefits extended during |ayoff periods--and are
eventual ly rehired. 5/ Therefore, covered workers experiencing
short periods of unenploynent are unlikely to lose their health
insurance at all.

In nonrecession years, one would expect to see a higher
proportion of the unenployed w thout coverage. During such
peri ods, the unenployed are nore heavily represented by new
entrants into the labor force and by people who have been
out of work for a long tinme. A US Departnent of Labor survey
of recipients of Federal Supplenmental Unenploynent Benefits
(FSB) tends to support the notion that nore |ong-term unem
pl oyed lack health insurance. 6/ FSB recipients were unenpl oyed
for an average of one year, conpared with 16 weeks for all unem
ployed. Some 75 to 85 percent of all FSB recipients were without
coverage. 7/

5/ In 1974, 40 percent of all workers wth enployer-provided

health plans had |ayoff protection.  these, over half had
protection for three or nore nonths, 19 percent had protec-
tion of less than three nonths, and 22 percent had protection
that varied by length of enploynent. See Daniel N Price,
"Health Benefits for Laidoff W rkers," Social Security
Bul letin, February 1976, pp. 40-45.

6/ Federal Supplenental Benefits provided unenploynent benefits
to workers during their 39th to 65th weeks of unemployment.
The program ended in March 1978

7/ Unpublished data from "Study of Recipients of Federal Supple-
nental Benefits and Special Unenploynent Assistance," pre-

pared under contract for the US Departnent of Labor by
Mathematica Policy Research, Inc., January 1977.
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Wrk Requirements. The nunber of weeks required to obtain
health insurance for the first tine, to reinstate |ost coverage,
and to rmaintain eligibility for coverage varies. There are also
differences in the period beyond the date of a layoff or termna-
tion of enployment during which a worker can retain his coverage.
The conplex interaction of these variables wll have different
out cones dependi ng upon whether a worker returns to his original
enpl oyer or gets a job el sewhere. The net effect, however, is
that the period of unenployment may not coincide with the period
of lost coverage. 8/

FAMLY STATUS CF_THE UNGCOVERED

An individual's coverage status depends both on his own
situation and the extent and type of coverage of other nenbers
of his famly. For exanple, an unenployed worker may have cov-
erage as a result of a spouse's or parent's work-related insur-
ance although his own insurance has lapsed. Knowng the family
status of uncovered persons provides some additional insight into
why they lack coverage and how best the federal government could
channel assistance toward them

More than half of the uncovered are persons who are not in
the labor force. But 90 percent of this group are dependents
in famlies. It is possible for famly nenbers to |ack coverage
although the famly head has coverage, reflecting in part the
fact that sone enployed heads with job-related coverage either
waive or are not offered the opportunity to insure the depen-
dents. Mre than half of the uncovered not in the |abor force
are in famlies headed by sonmeone with health-care coverage
(see Table 8. In half of these cases, the head has private

8/ For a thorough analysis of these phenonena, see Kenneth
McCafree, Suresh Ml hotra, and Gerald d andon, The |npact
of Rising Unenploynent on the Loss of Job-Related Health
Insurance Coverage, Batelle Hunan Affairs Research CGCenter,
Decenber 1977. This report was prepared under contract for
the National GCenter for Health Services Research (No. HRA-
230-75-0139) and studied the loss of job-related health

i nsurance coverage ampbng 10 mllion workers in jointly
admnistered health and welfare funds during the 1974-1975
recessi on.
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cover age. This suggests that
singl e individual

lation.

insuring a famly rather than a

woul d appr eci abl y

reduce the uncovered popu-

TABLE 8. PERCENT DI STR BUTION CF THE UNCOVERED BY FAM LY STATUS,
ACGE, AND EMPLOYMENT STATUS, 1976

Age and Famly Menbers
Enpl oynent Wth Covered Wth
St at us of Single Famly Head Uncover ed
t he Uncovered Per sons Heads Private Public Head
Total Uncovered 11.3 14.1 23.9 20.9 29.6
Age
Less Than 18 2.5 0.4 23.8 26.3 47.0
19 to 24 17.7 11 36.4 152 195
25 to 44 16.0 28.2 180 16.9 21.0
45 to 64 16.9 31.2 14.0 22.7 150
65 and Over 15 16.8 514 11 9.1
Enpl oynent St at us
Full-time Wage.
ear ner 20.9 32.2 21.2 9.8 15.8
Part-tine wage
ear ner 186 14.2 27.1 17.2 22.9
Sel f - enpl oyed 14.9 45.5 113 13 16.9
Unenpl oyed 195 150 33.7 161 155
Retired 16.0 45.0 23.6 110 4.4
G her not in
| abor force 4.6 3.5 23.9 27.7 40. 2

NOTE:  Conponents nay not add to 100 percent because of rounding.

SORCE  SIE 1976,

adjusted for

public prograns.
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A second large group of wuncovered persons are enployed;
full- and part-tine wage earners and the self-enpl oyed nake up
nmore than one-third of the uncovered. Fifty-three percent of
uncovered full-tine wage earners and 60 percent of the uncovered
self-enployed are either single persons or heads of fanlies.
In contrast, two-thirds of uncovered part-tine wage earners are
menbers of famlies headed by soneone else and in nost of these

cases the head of the famly is covered. In four out of five
cases when an enployed famly head lacks coverage, his famly is
wi thout coverage as well. Therefore, lack of insurance coverage

among this group has ramfications for a nmuch larger group of
peopl e. Cne-third of the uncovered dependents not in the |abor
force are dependents of these enployed famly heads.

Earlier in this study, two groups with disproportionately
hi gh chances of being uncovered were identified: per sons aged
19 to 24 and the unenpl oyed. Anmong uncovered 19- to 24-year-
olds, over 70 percent are famly nenbers (not heads) and three-
fourths of these are in famlies in which the head is covered.
This reinforces the notion that the lack of coverage for this
age group is at least partly the result of insurance stipul ations
to cover only dependents under age 19 Sixty-five percent of
the uncovered unenployed are nenbers of families--not heads.
Fifty percent are nenbers of famlies in which the head is
covered and 57 percent of the uncovered unenpl oyed are aged 16
to 24. This leads to the conclusion that nany of the uncovered
unenpl oyed are in fact young people, excluded from parents'
insurance policies, who are either looking for a first job or
who have been laid off one that did not provide insurance with
| ayof f protection.

Al though the wunenployed have been a legitinate focus of
concern in past discussions of national health insurance, it
appears from these data that lack of health insurance anong the
enpl oyed has even greater ramifications: not only are they a
| arger proportion of the uncovered, but nore of themare famly
heads. Ohly 15 percent of the uncovered unenployed are famly
heads, conpared with 32 percent of uncovered full-tinme wage
earners. Moreover, the uncovered enployed have eight tines as
many uncovered dependents as do the uncovered unenpl oyed.
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GHAPTER | V. WHO ARE THE COVERED?

More than nine-tenths of the population have some sort
of health coverage. One fourth of the population have more than
one source of coverage. The type of protection the covered
population has is of importance to discussions about national
health insurance.

| NOOME_AND ACGE

Heal th-care coverage increases with income. About 83 per-
cent of the population with incones bel ow $10,000 have coverage,
while 93 percent of those with incones above $10,000 have cov-
erage (see Table 9). The type of coverage varies considerably by
i ncone group, however. Mre than three-fourths of the covered
popul ation with incomes bel ow $5 000 have some public coverage;
half have only public coverage (see Table 10). In contrast,
alnost three-fourths of persons wth incomes between $5 000 and
$10,000 have private coverage; one-half have private coverage
only. N nety-two percent of all persons with incomes between
$10,000 and $15,000 have private insurance, and 96 percent of
those with incones above $15,000 have private insurance. (Tabl es
9 and 10 show the percent of the population with health-care
coverage by type of coverage and socioeconomic characteristics.
A nore detailed tabulation of coverage by age and incone is
contai ned in Appendi x Table A-3.)

As was discussed earlier, health-care coverage increases
slightly with age (wth the exception of the 19- to 24-year age
group, whose rate of coverage is 10 percent lower than the
average for all ages). The elderly have the greatest coverage
in total and within each incone group.

Public coverage is concentrated in the oldest age group.
N nety-eight percent of the elderly have public coverage; 38
percent have public coverage only. Anpong the elderly with
i ncones bel ow $5,000, nore than half have only public coverage,
whereas 70 percent of those with incones above $5 000 have both
public and private coverage. In all other age groups, private
coverage predominates.
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TABLE 9. PERCENT CF PCPULATI ON WTH HEALTH-CARE COVERAGE
BY | NOCOVE, AGE, AND EMPLOYMENT STATUS, 1976

Percent of
Percent of the Popul ation
I ncone, Age, and the Tot al Qoup with
Enpl oyment St atus Popul ati on Cover age
Incomre (in Dol lars)
Less than 5, 000 13.4 82.6
5,000 to 9,999 20.0 83.5
10,000 to 14,999 211 0.8
15,000 or More 45,6 A3
Age
Less than 6 years 9.0 86. 2
6 to 18 years 23.8 838.8
19 to 24 years 10.9 79.5
25 to 44 years 25.6 0.7
45 to 64 years 20.4 92.4
65 years and over 10.3 99.0
Enpl oynment St at us
Enpl oyed 42.8 91.8
Full-ti me wage earner 3.2 93.5
Part-tine wage earner 1.7 87.9
Self-employed 3.9 8.1
Unenpl oyed 3.9 73.2
Not in labor force
Retired 50 9.0
Gher a/ 48.3 838.6

NOTE:  Conponents nay not add to 100 percent because of rounding.
SORCE SIE 1976, adjusted for wunderreporting of coverage by
public prograns.

a/ Includes housekeepers, pre-school or in-school children, and
ot her persons unable to work.
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TABLE 10. D STR BUTION GF THE PCPULATI ON WTH HEALTH CARE
COVERAGE BY | NOOME, AGE, AND EMPLOYMENT STATUS AND
BY TYPE O COVERAGE, 1976

Private Public Private
| ncone, Age, and Cover age Coverage and Public
Enpl oyment S at us ly Mly Qover age
Total Popul ation 70.6 14.2 15.1
Incone (in Dollars)

Less than 5, 000 22.9 51.8 25.2
5,000 to 9,999 49.8 24.0 26.1
10,000 to 14,999 71.8 81 20.1
15,000 or More 90. 2 3.7 6.1
Age
Less than 6 years 78. 4 16.7 4.7
6 to 18 years 80.6 13.1 6.1
19 to 24 years 85.0 10.3 4.3
25 to 44 years 79.4 9.2 114
45 to 64 years 75.7 9.5 14.6
65 years and Over 15 38.1 60. 4
Enpl oynent St at us
Ermpl oyed . 8L1 4.8 13.9
Ful I -ti me wage earner 82.9 3.2 13.7
Part-time wage earner 79.4 8.8 11.5
Sel f - enpl oyed 67.9 11.2 20.8
Unenpl oyed 65.8 24. 4 9.4
Not in |abor force
Retired 9.4 34.7 55.9
Q her a/ 67.9 19.8 12. 2
NOTE: Conponents nay not add to 100 percent because of roundi ng.

SORCE  siE 1976, adjusted for

public prograns.

.a/ Includes housekeepers, pre-school or

underreporting of

ot her persons unabl e to work.

coverage hy

in-school children, and
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EMPLOYMENT _STATUS AND COVERAGE

Enpl oyment status affects both the extent and the kind of
health coverage. O all enployed persons, 92 percent have some
cover age. Among the enployed, full-time wage earners have the
hi ghest degree of coverage (¥4 percent) and the self-enployed
the Iowest (8 percent). Only 73 percent of the unenpl oyed have

heal t h-care coverage. N ne-tenths of all retirees have public
coverage through nedi care, VA, or CHAMPUS; 56 percent have both
public and private protection. Private insurance is the najor

form of coverage in all other groups, although a relatively
| arge proportion of the unenployed and persons not in the | abor
force rely on public coverage alone--24 percent as opposed to
3 to 11 percent for the enployed groups.

Wiether one has private insurance as health-care coverage
depends to sone extent on the industry in which one is enployed.
Wile 87 percent of the enployed have private insurance, nmnore
than 90 percent of workers in such major industrial categories
as nining, manufacturing, and transportati on have insurance (see
Appendi x Table A4). Lower -t han-average private coverage of
workers is found in agriculture, forestry and fisheries, con-
struction, retail trade, personal services, and entertainment.

Private insurance anong the enployed also varies signifi-
cantly with incone. iy 57 percent of the enployed wth incones
bel ow $5,000 have private insurance, whereas 94 percent of the
enpl oyed with incomes of $15,000 or nore have private insurance.
The increase in insurance with income is not affected by whether
enpl oyment is full tinme or part tine. The increase in private
coverage as incone increases also occurs within industry groups,
although the relative levels of workers covered still vary anong
industries.
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CHAPTER V.  WHAT | S KNOM ABQUT THE ADEQUACY OF COVERAGE?

Pol i cymakers are not only concerned with the number of
persons who lack health-care coverage but also wth the nunber
who |ack adequate coverage. Wiile all would agree that the
health insurance held by people should neet certain standards,
the standards thenselves are the subject of debate. Most believe
that insurance should at |east protect against |arge absolute
expenditures resulting fromhospitalization and rel ated services.
Protection against out-of-pocket expenditures that are |large
relative to inconme is another neasure of adequacy used by sorne.
Wile the first formof protection is available to nost of the
insured, the second type is available to a nore limted number.
Persons whose insurance policies set a limt on out-of-pocket
expenditures, those with rultiple forns of coverage, and those
who, by itemzing their incone tax deductions, can deduct out-of-
pocket health expenses in excess of 3 percent of inconme nay be
protected against incone-related catastrophic expenses. 1/

A less traditional view of adequate insurance is that
coverage should create incentives for the insured to utilize
certain "desirable" nedical services, such as famly planning and
preventi ve mnedi ci ne, even though these services are not particu-
larly expensive. According to this view, coverage that restricts
rei nbursement for these services or that requires the insured
to pay some initial expenses directly (the deductible) is inade-
quate. Ironically, lowering deductibles or using other nmeans to
reduce a person's liability for noncatastrophic expenses nay
also inflate health-care costs.

Even if there were agreenent on what constitutes adequate
health coverage, infornation detailed enough to permt a cal cu-
lation of the nunber of people with adequate coverage is un-
avai | abl e. Many factors go intcii making such a judgment. This

1/ Catastrophic expenses are discussed in the Congressional
"~ Budget Office, Catastrophic Health Insurance, Budget Issue
Paper (January 1977). Tax provisions related to health care
are analyzed in a forthcomng CBO paper, "Tax Subsidies for

Medi cal Care.”
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chapter explores these factors and summarizes what information
is now avail able on them

| NFORVATI ON _NEEDED TO ASSESS ADEQUACY

To evaluate the adequacy of coverage, one nust assess the
coverage available to each famly on the basis of that famly's
particular situation. This assessment requires detailed infor-
mation on the follow ng four factors:

o Financial resources of the famly, not just the indi-
vidual;

0 Health status of the famly menbers and the |ikelihood of
their incurring health-care expenditures of certain
types;

o Famly preferences concerning risk and the value placed
by the family on health care as conpared w th other
goods and servi ces; and

o Each type of coverage available to the famly, includ-
ing information on the breadth and depth of benefits.
(Breadth of coverage refers to the scope of services
for which a person is insured. Depth of coverage refers
to the out-of-pocket expenditures for which a person is
liable under the terns of coverage.)

Fi nanci al Resour ces

Wen determining a famly's ability to pay for its health
care, one has to look beyond the fanmly' s earned incone. Lh-
earned inconme and assets such as savings accounts, investnents,
and property hol dings should al so be taken into account.

Heal th Status

Al other considerations aside, lack of insurance coverage
or of coverage for particular services is of greatest conse-
guence to persons nost likely to need those services. Thus, for
exanpl e, coverage for costly long-term care is nore inportant
to the elderly than it is to younger persons; persons under 65
are far less likely to need nursing hone care of any duration.
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Preference

Mbst workers with health insurance provided by their em
pl oyers have little choice about the breadth or depth of health
i nsurance they receive. For those persons who do have a choice,
the policies chosen reflect their attitudes toward insurance as

well as their financial situation and heal th-care needs. Sone
view insurance as protection against the slight risk of an
unforeseen |arge health expense. High~income people, or young

people with normal health expectatiorns, may deliberately choose
a lowpremum policy with |arge copayments and deducti bl es.
This nay be because it is to their advantage to divert their
resources to other purposes and neet a large share of nornal
medi cal expenses with out-of-pocket expenditures. 2/ O her
persons mght prefer to pay a higher but known prenium for insur-
ance coverage of even low levels of expenditure, rather than
budget for unforeseeable health expenses. In contrast, persons
with low incone are likely to buy linted coverage because they
can afford neither the underlying nedical care nor the prenium
cost associated with nmore conprehensive coverage.

Type of Coverage

Information on all sources of coverage is necessary. e
form of coverage nay conpl enent another: for exanple, an indi-
vidual private policy or medicaid may pay expenses not covered
by nmedi care, or VA may cover long-term care costs not reinbursed

by private insurance. Even within private health insurance,
people may have multiple policies that overlap or conplenent
each other. There are also substantial ranges of both the

breadt h and depth of private coverage.

2] "Normal" refers to the level of expenditure. It does not

’ necessarily follow that all of the outlays are predictable.
For exanple, a famly may anticipate a certain nunber of
doctor visits based on past experience. An event such as
breaking an arm nay not be foreseen but the expenses asso-
ciated with treating it are not very large.
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THE BREADTH AND DEPTH CF | NSURANCE OOVERAGE

No single existing data source provides all the information
outl i ned above. The SIE provides information on famly incone
and multiple sources of coverage; it contains no data on famly
assets, preferences, health status, or provisions of private
i nsurance policies. QG her sources are superior to the SE in
sone respects, but deficient in others. The nost recent detailed
information on private group insurance is obtained from enpl oyer
and union reports to the Department of Labor under the Wlfare
and Pension Pan D sclosure Act of 1959 The reports provide
good information on plan characteristics, but they contain no
information on the characteristics of the enrollees. Moreover,
reporting institutions exclude governnent and not-for-profit
firms, and single establishnents with fewer than 25 enployees
unless they are part of a multi-establishnent association wth
a health plan. 3/

The onmission of snall plans is unfortunate. It is known
that small firns are less likely to provide enployment benefits
such as group health insurance. 4/ It is not known whether those
small firme with health plans have benefits like those of the
larger firnms or whether they are bel ow average. Nevertheless,
the data do represent the type of coverage available to roughly
three-fourths of wage and salary workers and is used for the
following discussion.

3/ Unpublished report by Leon Fraser, "BLS Health P an Com
puterized Data," US Departnent of Labor (January 1978).

4/ The S E does not have information on the size of the firm
however, in a 1972 survey of full-tine workers in private
industry and governnent, it was estimated that snall estab-
lishnents are less likely to provide such benefits as group
heal th insurance. The survey showed that only half the
workers in establishments with fewer than 25 enpl oyees were
in group health plans, whereas 90 percent of those in busi-
nesses with 100 or nore enployees were in health plans.
Valter W Kolodrubetz, "Qoup Health Insurance Coverage of
Full-Time Enpl oyees, 1972," Social Security Bulletin, April
1974, pp. 17-35.




QG oup | nsurance

More than 80 percent of the people with private coverage are
nmenbers of group health plans (see Table 11). The great najority
of workers with group health plans are covered for hospital
inpatient and outpatient care, surgery, X-ray, post-hospital hone
health care, medical equipnent, prescription drugs, psychiatric
care, and famly planning. Far fewer have coverage for post-
hospital skilled nursing care (SNF), children's dental care or
eyegl asses, and preventive care. The |ist bel ow ranks services
covered:

Percent of |nsured \Wrkers,
by Type of Health Benefit

Hospital inpatient, outpatient, and

surgery 100 percent
Drugs and X-ray 99
Psychiatric inpatient 97
Dur abl e equi prent and post - hospi t al

hone health care 94
F'arTi 'y planning 91
Qutpatient nental health services 88
Post-hospital skilled nursing care 37
Children's dental care 32
Children's eyegl asses 14
Preventive care 9

SCURCE: Bureau of Labor Statistics, Ofice of Wges and
I ndustri al Rel ati ons, Heal th Pl an Provisi ons

Anal ysi s (January 1976).

The pattern of benefits provided varies across industries.
For exanple, only 6 percent of transportation workers with health
plans are covered for preventive services, but 44 percent of
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TABLE 11. PERCENT OF PERSONS WTH PR VATE HEALTH | NSURANCE BY TYPE OF COVERAGE

ACCCRDI NG TO AGE, | NCOME, AND EMPLOYMENT STATUS,

1976

Type_of Coverage

Private Qnly

Private and Public

Per cent of Bot h
Popul ati on I ndi - G oup I ndi -
with Sone Q oup vi dual and I ndi - Q oup vi dual
Age, Fanily Income, Private M an A an vi dual and and
and Enpl oynent Status I nsurance ly ly M an Public Public C her
Total with Private
Heal th | nsurance 77.0 65. 6 9.8 5.8 9.0 6.7 3.0
Age
Less than 19 years 75.6 76.7 9.6 51 4.7 14 2.5
19 to 24 years 710 72.6 13.9 5.8 3.3 0.9 3.5
25 to 44 years 82.3 71.5 8.3 6.7 9.6 1.7 2.2
45 to 64 years 83.5 61.5 13.3 7.8 10.5 3.8 31
65 years and over 61.3 1.4 0.9 0.2 28.3 62. 1 7.0
Family Incone (in Dollars)
Less than 5,000 73.1 23.8 18.7 2.5 15.9 32.6 6.6
5,000 to 9,999 63.3 47.2 13.2 4.6 16.9 14.4 3.7
10,000 to 14, 999 83.4 64.1 8.6 5.4 14.6 4.9 2.4
15,000 or nore 90.8 77.0 8.2 6.8 3.5 1.9 2.6
Enpl oynent Stat us
Full -ti me wage earner 0. 4 72.2 55 7.7 115 13 19
Part-time wage earner 80.0 67.3 12.4 5.6 6.1 51 3.4
Sel f - enpl oyed 75.4 32.0 34.5 5.8 6.0 14.5 7.2
Unenpl oyed 55.1 62.9 17.9 5.2 7.3 3.9 2.7
Retired 64.0 9.4 4.2 11 30.5 48.4 6.5
CGher not in labor force 710 67.6 10.8 4.8 6.2 7.5 3.2

NOTE:  Conponents may not add to 100 percent because of rounding.

SOURCE: SIE 1976, adjusted for

underreporting of coverage by public prograns.
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workers in mning have this coverage. Forty-two percent of
covered transportation workers, however, have coverage for
children's eyeglasses and only 1 percent of mners do. ( Appen-
dix Tables A5 and A6 shownore of such details.)

O the services that are not extensively covered by group
policies, only skilled nursing care could be expected to result
in high expenses for a fanmily. Because these benefits are nore
likely used by the elderly and are covered under nedicare, it
is not unreasonable to find them absent from many enploynent-
rel ated policies. CGenerally, group policies cover the services
that nmake up the major portion of health expenditures and that
could create financial hardship. Howwell they actually protect
an enrollee from financial hardship is a function of other ele-
ments of insurance plans, such as najor nedi cal expense coverage,
amount of deductible, limts on nunber of hospital days, and
whether or not there is a cap on out-of-pocket expenditures (that
is, depth of coverage).

Qver the past several years, basic hospital and surgical
coverage has been supplenmented increasingly with "najor medical"
coverage. 5/ As a result, in 1976, 90 percent of the workers
in plans reported to the Departrment of Labor had conprehensive
or supplenental major nedical benefits (see Table 12). Seventy-
ei ght percent of workers in plans are covered for the full
cost of hospital room and board. Anot her shift has been from
schedul ed cash benefits for surgery to paynent of "reasonabl e and
custonmary" charges. This system automatically reflects changes
in charges and has becone the paynent nethod for alnpbst 40
percent of all covered workers.

More workers' najor medical policies have a variable co-
i nsurance feature. This shift, fromuniform to variable coin-
surance, means that workers have coverage that puts a limt on
their out-of -pocket expenditures. Instead of a fixed coi nsurance
liability of, for exanple, 20 percent, the worker's out-of-
pocket liability nay be reduced to zero after his health-care

5/ Mijor nedical insurance is characterized by large benefits
ranging up to $250,000 or no limt. The insurance--above
an initial deductible--reimburses, in addition to hospital
charges, the major part of all charges for out-of-hospital
treatment, drugs, and nedicine. The insured person as co-
i nsurer pays the remai nder.
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TABLE 12. PERCENT CF OOVERED WIRKERS AT SPEA FIC HEALTH

PLAN BENEFI T LEVELS IN 1974 AND 1976

Type and Level of Benefit (in Dollars) 1974 1976
Hospital Benefits
Daily room and board benefits
Less than 40 10 3
40 to 59 9 9
60 or nore 6 9
Full cost of semiprivate room 73 78
Q her 2 2
Duration (in days)
Less than 70 12 10
70 17 14
71-119 2 2
120 26 25
121- 364 2 2
365 25 30
366- 729 2 a/
730 and over 4 6
Deternmined by dollar anount 10 11
Q her al 1
Surgical Benefits
Maxi num for nost expensive procedure
Less than 400 15 7
400 to 599 24 16
600 to 999 13 15
1,000 or nore 12 19
Reasonabl e and customary charge 27 39
Servi ce benefit /no maxi mum 6 3
Not determinable 3 0
Conpr ehensi ve Myj or Medical Benefits
Maxi mum lifetime benefit b/
1 to 30, 000 24 4
30,001 to 50, 000 10 11
50,001 to 100, 000 20 18
100,001 and over 33 56
Wnlimted 0] 4

(continued)



TABLE 12. (Cont i nued)

Type and Level of Benefit (in Dollars) 1974 1976

Coinsurance feature ¢/

Uni form 61 52
Vari abl e 39 47

Suppl errent al Maj or Medi cal Benefits

Maxi num lifetinme benefit b/

1 to 10, 000 12 3
10, 001 to 20, 000 23 12
20,001 to 30, 000 17 11
30,001 to 50, 000 14 14
50, 001 t o 100, 000 5 14
100,001 and over 3 24
Unlinmted 6 9
Qoi nsurance feature cj
Uni form 93 80
Vari abl e 7 20
Amount of Deductible d/
1to 50 22 e/
51 to 100 47 e/
101 or nore 6 e/
No maj or medi cal or unknown deducti bl e 25 e/

SOURCES: Dorothy R Kittner, "Changes in Health P ans Reflect

Broader Benefit GCoverage," Mnthly Labor Review, Sep-
tenber 1978; and Daniel Price, "Private Industry Health
Insurance Plans: Type of Adninistration and Insurer in
1974," Social Security Bulletin. My 1977. Both arti -
cles based on reports to the US Departrent of Labor
required by the Wlfare and Pension P an D scl osure Act
of 1959.

Less than 1 percent.

May not add to 100 percent because some naj or nedical poli-
cies (not shown here) may have nmaxi num benefits per benefit
period or per disability instead of per lifetine.

Coi nsurance is a provision by which both the insured person
and the insurer share in a specified ratio, commonly 20:80,
of the cost of services covered under a policy.

The deductible is the anmount of covered expenses which mnust

first be incurred by the insured after which the insurer
begins to pay a share.

1976 figures not avdi'l abfe.
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expenditures have passed a certain dollar threshold. A cap on
out - of -pocket expenditures is one type of protection against
cat astrophi c expenses. 6/

| ndi vi dual | nsurance

Sonme persons do not belong to groups that offer insurance
pl ans. To conpensate, sone of these peopl e purchase individual
i nsurance policies (provided they are not prohibited by health or
age restrictions set by insurance companies). Twenty-two percent
of all persons with private insurance have individual policies;
10 percent have only individual insurance (see Table 11). A
hi gher proportion of persons wth incones below $10,000 have
i ndi vidual insurance as their only source of health coverage. As
mght be expected, nore of the self-enployed have individual
coverage than have group coverage and one-third of themhave only
i ndi vi dual cover age.

Individual policies tend to be nore expensive than group
insurance. This is because of their higher selling costs (they
are sold to individuals and famlies rather than conpanies and
unions) and because of the adverse selection of enrollees.
Persons with poor health are nore likely to buy health insurance
than persons with average or good health if insurance is not
provided by their enployer. Therefore, the expected higher
use of health services by these people is reflected in higher
premuns. Because of the high costs of premuns associated wth
i ndi vidual coverage, sonme people without group policies forego
health insurance altogether; or, if they purchase it, probably
obtain an individual policy with less conprehensive coverage
or higher cost-sharing to lower their prem ums. The latter
point is necessarily conjecture, however, because there has
been no systematic evaluation of the provisions of individual
i nsurance polici es.

6/ The Health Insurance Institute estimates that 88 percent
of all insured under age 65 have catastrophic protection
defined as benefit levels of $10,000 or nore, Source Book
of Health Insurance Data, 1977-1978.




SUMVARY

In sunmary, while nost persons with private insurance appear
to be protected against high absolute nmedical expenditures,
at least 15 percent do not have this sort of catastrophic pro-
tection through private insurance. It is not known, however,
how many of these persons wth shallow private insurance are
covered sinmultaneously by public prograns such as VA that would
protect them from financial loss in case of a major illness.

It is equally difficult to neasure the nunber of insured
persons with insufficient protection against out-of-pocket health
expenditures that are high relative to incone. An estinmated
9 percent of all fanmilies had out-of-pocket expenses for nedical
care in 1978 that exceeded 15 percent of their gross incone. 7/
This figure is not an accurate estinate of the nunber who nay
be inadequately insured against incone-related catastrophic
expenses because it includes famlies wthout any insurance and
it excludes all persons whose expenditures were not large in 1978
but who had open-ended paynent liabilities under the terns of
their insurance contracts.

Famlies incurring high out-of-pocket health expenditures
do have sone limted recourse through the tax code provision that
permts unrei nbursed nedical expenses in excess of 3 percent of
incone to be deducted fromincome before calculating taxes. This
formof relief," however, is available only to those who itemze
their tax deductions. Furthernore, this provision affords sub-
stantial relief only to those famlies or individuals whose
incomes--and margi nal tax rates--are fairly high.

7/ Congressional Budget Ofice, Catastrophic Health Insurance,
Budget |Issue Paper (January 1977).

41



CHAPTER M. CONCLUSI ONS

Several findings in this paper have inplications for the
design of any programthat would extend health-care protection to
persons now without it, or that would set mninmm national
standards for services covered but privately financed.

The uncovered are a varied group. Because of this diver-
sity, using any single factor--such as unemployment--to define a
popul ation toward which to target assistance would help only sone
of the uncovered. Moreover, it would assist many persons who
already have coverage. The result of such duplication would
raise the net budget cost of national health insurance.

Because only 30 percent of the uncovered are actually
enpl oyed by others, any plan that relied exclusively on enpl oyers
to provide coverage could not enconpass the entire uncovered
popul ati on. Nevertheless, certain alterations in enployer-
provi ded policies could significantly inprove the extent of
cover age. One such change could be to nmake the coverage of
any famly head extend autonatically to his or her dependents,
regardless of their ages. This change alone would |ower the
nunber of uncovered by 20 percent. St andar di zed |ayoff protec-
tion and shortened waiting times for job-related health insurance
are other possible changes. For people with job-related in-
surance, either of these approaches would |essen their vul nera-
bility to the fluctuations of the econony.

If the self-enployed were all covered, and if enployer-
provided coverage was extended to currently uncovered workers
and their dependents, the nunber of persons now uncovered woul d
be cut in half. These steps together with automatic dependent
coverage would reduce the uncovered by 65 percent. Wi le less
than one-fourth of the enpl oyed popul ati on would be affected, the
financial inpact on certain industries could be |arge. Ret ai |
trade, construction, agriculture, and services would experience
the greatest inpact, because they currently have the |owest rates
of group health coverage.
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Establishing mninmum benefit packages that set deductibles
and coinsurance levels as well as covered services would have a
nore w despread inpact on enployers than sinply requiring in-
surance. Despite the fact that nost workers have group health
insurance that covers a broad range of services, the depth of
the coverage or dollar liability of the insured varies con-
siderably and in nany cases could be judged inadequate. How
great the inpact would be would of course depend on what was

defined as the mninmm acceptable benefit and cost-sharing
package.

Finally, despite the existence of public programs--medicaid
in particular--that should provi de coverage to peopl e who cannot
afford private insurance or are ineligible for VA nedicare, or
CHAMPUS, over 20 percent of the popul ation wthout coverage have
i ncones |ower than $5, 000. Fifty-five percent have incones
bel ow $10, 000. Changes in nedicaid could substantially reduce
this uncovered population. For exanple, nedicaid coverage coul d
be extended to unenpl oyed fathers in those 24 states that do not
at present cover them Medicaid could also be extended to |ow
income individuals who are not nenbers of famlies wth depen-
dent children. Alternatively, the categorical requirenments coul d
be elimnated entirely and eligihbility could be based only on
financial criteria. These changes woul d decrease the nunber of
uncover ed persons by perhaps as nuch as one-fourth. The medicaid
spend-down program mght also be extended to every state, and
eligibility requirements mght be standardized to elininate
exi sting uncertainties about program requirements.
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APPENDIX TABLES
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TABLE A-1. ESTIMATED OVERLAP CF PUBLIC AND PRI VATE PROGRAM5, AND DI STRI BUTI ON BY AGE
AND BY | NOOME, 1976

Medi car e Medi cai d
Medi car e Medicare Medi cai d Medi cai d
Medi car e and Q her and Medi cai d and O her and -
Age and | ncone ly Public Private Mly Public Private e
Percent of Program
Eligibles with: a/ 20. 4 38.2 59.3 46.7 35.2 32.1
Age
Less than 6 years 32.2 60.3 14.1 74.3 51 21.1
6 to 18 years 33.1 54. 6 17.2 65.3 5.6 29.7
19 to 24 years 49.2 34.8 21.8 80.2 6.1 14.8
25 to 44 years 28.4 48. 6 34.2 60. 4 12.4 30.0
45 to 64 years 21.9 46. 8 46.8 47.2 32.0 30.1
65 years and over 19.7 37.0 61.9 3.9 9.1 43.7
Incone (in Dollars)
Less than 5,000 16. 4 65.5 43.9 46. 4 41.6 27.8
5,000 to 9,999 21.0 30.9 64.4 47.6 27.4 37.3
10,000 to 14,999 22.9 17.0 70.9 43.8 16.0 46. 6
15,000 or nore 24.8 14.7 71. 4 51.5 9.0 42.2

(continued)
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TABLE A-1. (Continued)

Vet erans Admi nistration CHAMPUS
VA and CHAMPUS CHAMPUS
VA Q her VA and CHAMPUS and O her and
Age and | ncone Mly Public Private ly Public Private
Percent of Program
Eligibles with: a/ 16.1 25.4 72.1 51.0 16.3 39.6
Age
Less than 6 years 68.9 7.5 24.7
6 to 19 years 435 359 29.4 55.2 9.3 37.3
19 to 24 years 39.0 12.1 54.3 68.5 7.9 27.5
25 to 44 years 19.0 6.9 76.9 56.0 12.5 37.3
45 to 64 years 16.0 17.0 74.1 32.0 20.1 56.3
65 years and over 15 9.8 62. 4 0.8 9.9 55.1
I ncone
Less than 5,000 30.2 45.2 37.9 34.5 55.7 22.9
5,000 to 9,999 20.1 28.5 66. 2 63.6 20.6 23.2
10,000 to 14,999 10.1 11.0 85.9 57.9 18.1 33.8
15,000 or nore 6.3 56.9 77.8 4.1 7.4 53.0

SOURCE:  SIE 1976, adjusted for

have conbi nati ons of

three types of

private-~and these have not been separately tabul ated here.

underreporting of coverage by public prograns.

a/ Percents total to nore than 100 percent of program eligibles because sone persons

coverage--the program plus other public plus



TABLE A~-2. EFFECT CGF ADJUSTI NG SIE FCR UNDERREPCRTI NG G PUBLIC
HEALTH CARE OOVERACE ON THE PERCENT DI STR BUTI ON CF
THE UNCOVERED, BY | NCOME AND EMPLOYMENT STATUS

Percent D stribution of the Uncovered

Adj ust ments for

| ncone and Underreporting of:
Enpl oynent Unadjusted Cther Public
Status SE Medicaid Pr ogr ans

Incone (in Dollars)

Less than 5,000 30.1 23.7 22.6
5,000 to 9,999 33.4 33.7 32.6
10,000 to 14,999 17.5 19.8 19.1
15,000 or nore 19.6 23.3 25.7
Enpl oyrment St at us
Enpl oyed 33.9 36. 8 34.7
For wages 27.9 30.2 28.9
Sel f - enpl oyed 6.0 6.6 5.7
Unenpl oyed 10.3 10.5 10.1
Not in |abor force
Retired 6.0 59 1.0
Qher a/ 49.7 46.8 54.3

NOTE:  Conponents may not add to 100 percent because of rounding.

a/ Includes housekeepers, pre-school or in-school children, and
other persons unable to work.
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TABLE A-3.

L

PERCENT G THE PCPULATION WTH HEALTH CARE COVERAGE

BY TYPE G COVERAGE AND BY AGE AND FAM LY | NCOVE, 1976

Type of Coverage

|>ercent of
>opulation Private
Famly | ncone (5roup Tot al Private Public and
and Age (Covered Covered a/ nly Mly Public
Total Popul ation 89.8 100.0 70.6 14.2 15.1
Less than $5,000
Al ages 82.6 100.0 22.9 51.8 25.2
Less than 6 years 79.0 100.0 16.8 68.0 14.8
6 to 18 years 78.2 100.0 24.2 60.0 15.4
19 to 24 years 68.0 100.0 60.0 32.7 6.6
25 to 44 years 74.4 100.0 32.8 49.6 17.5
45 to 64 years 80.0 100.0 38.7 42.4 18.7
65 years and over 99. 6 100.0 01 54. 3 45.6
$5,000 to $9, 999
Al ages 83.5 100.0 49.8 24.0 26.1
Less than 6 years 76.1 100.0 64.8 27.0 81
6 to 18 years 77.9 100.0 56.5 2.1 14.2
19 to 24 years 74. 4 100.0 74.5 18.4 7.1
25 to 44 years 82.0 100.0 59.3 20.2 20.3
45 to 64 years 87.8 100.0 60.9 15.8 23.1
65 years and over 99.2 100.0 10 32.4 66. 6
$10,000 to $14, 999
Al ages 90.8 100.0 71.8 81 20.1
Less than 6 years 88.0 100.0 91.2 5.8 2.3
6 to 18 years 89.0 100.0 87.6 7.3 50
19 to 24 years 82.8 100.0 87.4 6.4 59
25 to 44 years 92.5 100.0 69. 4 7.0 23.5
45 to 64 years 93.7 100.0 64. 3 6.0 29.6
65 years and over 98.8 100.0 2.7 26.2 71.0
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TABLE A-3. (Qonti nued)

Type of Coverage

Percent of
Popul ati on Private
Famly |ncome Q oup Tot al Private Publ i c and
and Age Covered Cover ed Mly Mly Public
$15,000 or nore
Al ages 9.3 100.0 0.2 3.7 6.1
Less than 6 years 93.6 100.0 95.9 2.5 16
.6 to 18 years 9.8 100.0 .4 2.8 2.6
19 to 24 years 84.8 100.0 %. 3 17 15
25 to 44 years 95.2 100.0 9.0 2.3 2.6
45 to 64 years 9. 2 100.0 914 2.8 57
65 years and over 97.8 100.0 43 26.2 69.5
Al |ncomes
Al ages 89.8 100.0 70.6 14.2 15.1
Less than 6 years 86.2 100.0 78.4 16.7 4.7
6 to 18 years 88.8 100.0 80.6 13.1 6.1
19 to 24 years 79.5 100.0 85.0 10.3 4.3
25 to 44 years Q0.7 100.0 79.4 9.2 1.4
45 to 64 years 92.4 100.0 75.7 9.5 14.6
65 years and over 9.0 100.0 15 381 60. 4

NOTE  Conponents may not add to 100 percent because of rounding.

SORCE  SIE 1976, adjusted for underreporting of coverage by public

programs.

a/ Includes a snall

nunber of persons wth unknown type of coverage.
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TABLE A-4. PERCENT OF EMPLOYED PERSONS WTH PR VATE | NSURANCE BY | NDUSTRY
AND | NCOME, 1976

Less
All than $3,000- $5,000- §$7,000- $10,000- $15,000
Industry Incomes $3,000 $4,999 $6,999 $9,999 $14,999 or more
Total Employed 87 53 60 68 80 89 9%
Agriculture, Forestry,

Fisheries 72 52 56 58 69 77 86
Mining 93 63 68 71 92 93 96
Construction 80 46 48 55 69 83 89
Durable Manufacturing 94 56 69 80 88 95 97
Nondurable Manufacturing 93 67 68 8l 89 9 97
Transportation,

Communications,

Public Utility 92 50 57 72 83 92 96
Wholesale Trade 92 62 74 74 81 92 96
Retail Trade 83 53 60 67 75 8 o1
Finance, Insurance,

Real Estate,

Business, Repair 87 53 59 71 78 83 93
Personal Services- 74 46 52 55 70 83 88
Entertainment 81 55 52 65 77 85
Professional Services 92 68 74 76 87 93 95
Public Administration 93 62 58 66 89 93 96

SORCE  SIE 1976, adjusted for underreporting of coverage by public prograns.



TABLE A-5. PERCENT CF | NSURED WORKERS WTH TYPE CF HEALTH BENEFI T BY

I NDUSTRY, 1976 a/
M ni mum Prescription Psychiatric Durable

I ndustry Package b/ Drugs X-ray Inpatient Equi prent

Tot al 100 99 S 97 A

Manuf act uri ng 100 99 99 98 92

M ni ng 100 100 100 100 100

Const ructi on 100 100 100 A 92

Transportation 100 9 9 97 9

Comuni cat i ons 100 100 100 9 9

Tr ade 100 100 98 98 A

Fi nanci al 100 100 100 100 100

Servi ces 100 98 9 91 %

Q her 100 100 88 100 89
(continued)

SQURCE: Bureau of Labor Statistics,

tions,

Health P an Provisions Analysis,

O fice of Wages and Industrial Rela-
January 1976.



TABLE A-5. (Gont i nued)

Post -
Hospi t al
Post - Skilled Dent al Eyegl asses Pre-
Hospi t al Fam |y Qut pati ent Nur si ng for for ventive
Hone Health P anni ng Ment al Facility Children nildren Care
A 91 88 37 32 14 9
92 e7 20 a4 27 9 6
100 100 100 60 31 1 44
A 93 74 22 61 54 18
% 97 87 14 78 42 6
100 91 92 21 54 2 5
% 89 86 47 27 18 15
9 4 93 39 27 4 4
92 88 88 24 14 11 19
9 57 81 8 1 -

a/ Excludes governnent, agriculture, self-employed, not-for-profit firns, and
firme with fewer than 25 enpl oyees unless part of a nulti-establishment
association that has a health plan.

b/ Inpatient, outpatient, and surgery.
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TABLE A-6. PERCENT DI STR BUTION CF BENEFI A AR ES CGF EMPLOYER PROVI DED GROUP
COVERAGE WTH A NUMBER OF BENEFI TS BY TYPE OF BENEFIT, 1976 a/

Percent of
\r ker s Pre- Post -

Nurber  of with Nunber M ni num scription Psychiatric Durable Hospi t a
Benefits of Benefits Package b/ Drugs X-ray Inpatient Equi prent Home Heal th
Fewer

than 6 0 100 o 0] o 0 o

6 ef 100 100 10 20 0 27

7 ef 100 70 26 44 50 37

8 2 100 87 65 71 21 48

9 2 100 100 A 79 65 61
10 8 100 100 100 9% 89 92
11 39 100 100 100 98 A 92
12 31 100 100 100 9 99 9
13 14 100 98 100 9 100 9
14 4 100 100 100 9 100 100
15 cf 100 100 100 100 100 100
Percent of
VWrkers wth
a Particul ar
Benefi t 100 9 9 97 7 7]

(cont i nued)
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TABLE A-6. (Continued)

Post -
Percent of Hospi t al
\Wr ker s Qut - Skilled Dental Eyegl asses  Pre-

Number of  with Nunber  Famly patient MNursing  for for ventive
Benefits of Benefits PHManning Mental Facility Children GChildren Care
Fewer

than 6 (0] o o 0 0 o 0

6 c/ 44 (O 0 0 0 0

7 </ 72 0 0 0 0 0

8 2 9 0 0 6 3 0

9 2 68 5 0 1 16 12
10 8 40 59 12 8 2 2
11 39 3 95 12 7 4 4
12 31 97 9% 56 41 10 4
13 14 100 % 7 79 34 22
14 4 100 9 69 97 81 55
15 </ 100 100 100 100 100 100
Percent of
Wrkers with
a Particul ar

Benefi t 91 88 37 32 14 9

SOURCE:  Bureau of Labor statistics, Office of WAges and Industrial Relations, Health
Plan Provisions Analysis, January 1976.

a/ Excludes governnent, agriculture, self-employed, not-for-profit firns, and firns
with fewer than 25 enployees unless part of a mlti-establishment association that
has a health plan.

b/ 1Inpatient, outpatient, and surgery.

¢/ Less than 1 percent.
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